Form 5500

Department of the Treasury

Internal Revenue Service

Department of Labor

Employee Benefits Security

Administration

Pension Benefit Guaranty Corporation

Annual Return/Report of Employee Benefit Plan

This form is required to be filed for employee benefit plans under sections 104
and 4065 of the Employee Retirement Income Security Act of 1974 (ERISA) and
sections 6057(b) and 6058(a) of the Internal Revenue Code (the Code). 2016

» Complete all entries in accordance with
the instructions to the Form 5500.

OMB Nos. 1210-0110
1210-0089

This Form is Open to Public
Inspection

Part | | Annual Report Identification Information

For calendar plan year 2016 or fiscal plan year beginning 01/01/2016

and ending  12/31/2016

A This return/report is for:

B This return/report is:

D a multiemployer plan

a single-employer plan
the first return/report

D a multiple-employer plan (Filers checking this box must attach a list of
participating employer information in accordance with the form instructions.)

D a DFE (specify)
D the final return/report

D an amended return/report

C Ifthe plan is a collectively-bargained plan, check here. . ........................

D Check box if filing under: D Form 5558

D automatic extension

D a short plan year return/report (less than 12 months)

|:[ the DFVC program

special extension (enter description) FLORIDA, HURRICANE IRMA

Part Il | Basic Plan Information—enter all requested information

1a Name of plan
KLX INC. RETIREMENT PLAN

1b Three-digit plan
number (PN) » 001

1c Effective date of plan
01/01/2016

2a Plan sponsor’'s name (employer, if for a single-employer plan)
Mailing address (include room, apt., suite no. and street, or P.O. Box)

2b Employer Identification
Number (EIN)

City or town, state or province, country, and ZIP or foreign postal code (if foreign, see instructions) 47-1639172

KLX INC.

1300 CORPORATE CENTER WAY SUITE 200
WELLINGTON, FL 33414

2C Plan Sponsor’s telephone
number
561-383-5100

2d Business code (see
instructions)
336410

Caution: A penalty for the late or incomplete filing of this return/report will be assessed unless reasonable cause is established.

Under penalties of perjury and other penalties set forth in the instructions, | declare that | have examined this return/report, including accompanying schedules,
statements and attachments, as well as the electronic version of this return/report, and to the best of my knowledge and belief, it is true, correct, and complete.

HSIIECI;I\IIE Filed with authorized/valid electronic signature. 01/24/2018 ROGER FRANKS
Signature of plan administrator Date Enter name of individual signing as plan administrator
SIGN
HERE
Signature of employer/plan sponsor Date Enter name of individual signing as employer or plan sponsor
SIGN
HERE
Signature of DFE Date Enter name of individual signing as DFE

Preparer’'s name (including firm name, if applicable) and address (include room or suite number)

Preparer’s telephone number

For Paperwork Reduction Act Notice, see the Instructions for Form 5500.

Form 5500 (2016)
v. 160205




Form 5500 (2016) Page 2

3a Plan administrator's name and address Same as Plan Sponsor

3b Administrator’s EIN

3C Administrator’s telephone

number
4 If the name and/or EIN of the plan sponsor has changed since the last return/report filed for this plan, enter the name, 4b EIN
EIN and the plan number from the last return/report:
a Sponsor's name 4c PN
5  Total number of participants at the beginning of the plan year 5 I 1127
6  Number of participants as of the end of the plan year unless otherwise stated (welfare plans complete only lines 6a(1),
6a(2), 6b, 6¢, and 6d).
a(1) Total number of active participants at the beginning of the PIan YEaI...............cccceveveeiiiiieieieeeeess e 6a(l) 1127
a(2) Total number of active participants at the end of the PIAN YK ...........ccccveiiviirivererereieieiceeeeree e 6a(2) 1893
b Retired or separated partiCipants reCeIVING DENERILS..............ceeiiieeieeeeieeeeeee et ettt ee et n s s ans 6b 0
C Other retired or separated participants entitled to future DENEFItS ..........cooi i 6¢C 231
d  Subtotal. Add INES BA(2), BB, ANA BC.........cvcveveeeeieeieieeeeeeeee e et ee ettt et ettt s e s et s st ee st et st et esee s s s sesteeessen s eseteseeeeees e iniea 6d 2124
€ Deceased participants whose beneficiaries are receiving or are entitled to receive benefits. ...........cccovviininiciieee 6e 0
T Total, A IINES BU AN BE. ..ottt ettt e ettt e st e et e et e e e ee s et e e s s et et et et ee e e e eeaeeseenenans of 2124
0 Number of participants with account balances as of the end of the plan year (only defined contribution plans
COMPIELE ThIS IEMY .....eeececetete et et et e sece et et teee et et et s s eseseet et e ts s et e s eses s e s e s eeee et et etet st es s snssese et stes st et es s e s essseaesetatetetes s s nsneneneas 69 1390
h  Number of participants that terminated employment during the plan year with accrued benefits that were
€SS thaN 100Y6 VESIEM .......eeeiieieieeseseiesestesesestsseseseesesessssesssssessssosesessssessstesesessssestsnssessseesestenesessssestsnesesssnssestsnesesnsnesessanes 6h 0
7  Enter the total number of employers obligated to contribute to the plan (only multiemployer plans complete this item)....... 7

8a If the plan provides pension benefits, enter the applicable pension feature codes from the List of Plan Characteristics Codes in the instructions:

2E 2F 2G 23 2K 2T 3D

b If the plan provides welfare benefits, enter the applicable welfare feature codes from the List of Plan Characteristics Codes in the instructions:

9a Plan funding arrangement (check all that apply) 9b Plan benefit arrangement (check all that apply)
1) D Insurance 1) D Insurance
2 D Code section 412(e)(3) insurance contracts ) D Code section 412(e)(3) insurance contracts
?3) Trust 3) Trust
4 |_| General assets of the sponsor 4) |_| General assets of the sponsor

10 cCheck all applicable boxes in 10a and 10b to indicate which schedules are attached, and, where indicated, enter the number attached. (See instructions)

a Pension Schedules b General Schedules

1) R (Retirement Plan Information) N H (Financial Information)

2 D MB (Multiemployer Defined Benefit Plan and Certain Money ) D | (Financial Information — Small Plan)
Putrchase Plan Actuarial Information) - signed by the plan 3) D ___ A (Insurance Information)
actuar,

y 4) C (Service Provider Information)

(3) D SB (Single-Employer Defined Benefit Plan Actuarial (5) D (DFE/Participating Plan Information)

Information) - signed by the plan actuary (6) |—| G (Financial Transaction Schedules)
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Part 1lI | Form M-1 Compliance Information (to be completed by welfare benefit plans)
11a If the plan provides welfare benefits, was the plan subject to the Form M-1 filing requirements during the plan year? (See instructions and 29 CFR
2520.101-2.) oo [] Yes [] No

If “Yes” is checked, complete lines 11b and 11c.

11b Is the plan currently in compliance with the Form M-1 filing requirements? (See instructions and 29 CFR 2520.101-2.) ........... D Yes D No

11c Enter the Receipt Confirmation Code for the 2016 Form M-1 annual report. If the plan was not required to file the 2016 Form M-1 annual report, enter the
Receipt Confirmation Code for the most recent Form M-1 that was required to be filed under the Form M-1 filing requirements. (Failure to enter a valid
Receipt Confirmation Code will subject the Form 5500 filing to rejection as incomplete.)

Receipt Confirmation Code




SCHEDULE C Service Provider Information

OMB No. 1210-0110

(Form 5500)

2016

Department of the Treasury This schedule is required to be filed under section 104 of the Employee
Internal Revenue Service Retirement Income Security Act of 1974 (ERISA).
Department of Labor .
Employee Benefits Security Administration P File as an attachment to Form 5500.

This Form is Open to Public

Pension Benefit Guaranty Corporation Inspection.
For calendar plan year 2016 or fiscal plan year beginning  01/01/2016 and ending 12/31/2016
A Name of plan B Three-digit
KLX INC. RETIREMENT PLAN plan number (PN) > 001
C Plan sponsor's name as shown on line 2a of Form 5500 D Employer Identification Number (EIN)
KLX INC. 47-1639172

Part | | Service Provider Information (see instructions)

You must complete this Part, in accordance with the instructions, to report the information required for each person who received, directly or indirectly, $5,000
or more in total compensation (i.e., money or anything else of monetary value) in connection with services rendered to the plan or the person's position with the
plan during the plan year. If a person received only eligible indirect compensation for which the plan received the required disclosures, you are required to

answer line 1 but are not required to include that person when completing the remainder of this Part.

1 Information on Persons Receiving Only Eligible Indirect Compensation

a Check "Yes" or "No" to indicate whether you are excluding a person from the remainder of this Part because they received only eligible

indirect compensation for which the plan received the required disclosures (see instructions for definitions and conditions)

b If you answered line 1a “Yes,” enter the name and EIN or address of each person providing the required disclosures for the service providers who

received only eligible indirect compensation. Complete as many entries as needed (see instructions).

(b) Enter name and EIN or address of person who provided you disclosures on eligible indirect compensation

AMERICAN FUNDS

95-1411037

(b) Enter name and EIN or address of person who provided you disclosures on eligible indirect compensation

METROPOLITAN WEST FUNDS

95-4597302

(b) Enter name and EIN or address of person who provided you disclosures on eligible indirect compensation

DELAWARE INVESTMENTS

23-2693133

(b) Enter name and EIN or address of person who provided you disclosures on eligible indirect compensation

HARBOR

04-2679462

For Paperwork Reduction Act Notice, see the Instructions for Form 5500.

Schedule C (Form 5500) 2016
v.160205
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(b) Enter name and EIN or address of person who provided you disclosures on eligible indirect compensation

EAGLE FUNDS

59-2385219

(b) Enter name and EIN or address of person who provided you disclosures on eligible indirect compensation

VANGUARD

23-1945930

(b) Enter name and EIN or address of person who provided you disclosures on eligible indirect compensation

(b) Enter name and EIN or address of person who provided you disclosures on eligible indirect compensation

(b) Enter name and EIN or address of person who provided you disclosures on eligible indirect compensation

(b) Enter name and EIN or address of person who provided you disclosures on eligible indirect compensation

(b) Enter name and EIN or address of person who provided you disclosures on eligible indirect compensation

(b) Enter name and EIN or address of person who provided you disclosures on eligible indirect compensation




Schedule C (Form 5500) 2016

Page 3 -

2.

Information on Other Service Providers Receiving Direct or Indirect Compensation. Except for those persons for whom you

answered “Yes” to line 1a above, complete as many entries as needed to list each person receiving, directly or indirectly, $5,000 or more in total compensation
(i.e., money or anything else of value) in connection with services rendered to the plan or their position with the plan during the plan year. (See instructions).

() Enter name and EIN or address (see instructions)

WELLS FARGO BANK, N.A

94-1347393

() ©) ) N @ N
Service Relationship to Enter direct Did service provider Did indirect compensation Enter total indirect Did the service
Code(s) |employer, employee | compensation paid receive indirect include eligible indirect compensation received by |provider give you a

organization, or  |by the plan. If none,| compensation? (sources | compensation, for which the | service provider excluding | formula instead of
person known to be enter -O-. other than plan or plan plan received the required eligible indirect an amount or
a party-in-interest sponsor) disclosures? compensation for which you |estimated amount?
answered “Yes” to element
(). If none, enter -0-.
1537 50 62 | SERVICE 39964 0
64 PROVIDER Yes No D Yes No D Yes [[ No
(a) Enter name and EIN or address (see instructions)

(b) (c) (d) (e) () (9) (h)
Service Relationship to Enter direct Did service provider Did indirect compensation Enter total indirect Did the service
Code(s) |employer, employee | compensation paid receive indirect include eligible indirect compensation received by |provider give you a

organization, or  [by the plan. If none,| compensation? (sources | compensation, for which the | service provider excluding | formula instead of
person known to be enter -0-. other than plan or plan plan received the required eligible indirect an amount or
a party-in-interest sponsor) disclosures? compensation for which you |estimated amount?
answered “Yes” to element
(f). If none, enter -0-.
YesD N0|:| YesD NOD Yes[[ No[[
(a) Enter name and EIN or address (see instructions)

(b) ©) (@ e o (0 _ @ UM
Service Relationship to Enter direct Did service provider Did indirect compensation Enter total indirect Did the service
Code(s) |employer, employee | compensation paid receive indirect include eligible indirect

organization, or
person known to be
a party-in-interest

by the plan. If none,
enter -O-.

compensation? (sources
other than plan or plan
Sponsor)

compensation, for which the
plan received the required
disclosures?

compensation received by
service provider excluding
eligible indirect
compensation for which you
answered “Yes” to element
(f). If none, enter -0-.

provider give you a
formula instead of
an amount or
estimated amount?

Yes D No D

Yes D No D

Yes [[ No [[
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Page 3 -

2. Information on Other Service Providers Receiving Direct or Indirect Compensation. Except for those persons for whom you
answered “Yes” to line 1a above, complete as many entries as needed to list each person receiving, directly or indirectly, $5,000 or more in total compensation
(i.e., money or anything else of value) in connection with services rendered to the plan or their position with the plan during the plan year. (See instructions).

() Enter name and EIN or address (see instructions)

(b)

(c)

(d)

(€)

()

(9)

(h)

Service Relationship to Enter direct Did service provider Did indirect compensation Enter total indirect Did the service
Code(s) |employer, employee | compensation paid receive indirect include eligible indirect compensation received by |provider give you a
organization, or  |by the plan. If none,| compensation? (sources | compensation, for which the | service provider excluding | formula instead of

person known to be enter -O-. other than plan or plan plan received the required eligible indirect an amount or
a party-in-interest sponsor) disclosures? compensation for which you |estimated amount?
answered “Yes” to element
(). If none, enter -0-.
YesD NOI:I YesD NOD Yes[[ No[[
(a) Enter name and EIN or address (see instructions)

(b) (c) (d) (e) () (9) (h)
Service Relationship to Enter direct Did service provider Did indirect compensation Enter total indirect Did the service
Code(s) |employer, employee | compensation paid receive indirect include eligible indirect compensation received by |provider give you a

organization, or  [by the plan. If none,| compensation? (sources | compensation, for which the | service provider excluding | formula instead of
person known to be enter -0-. other than plan or plan plan received the required eligible indirect an amount or
a party-in-interest sponsor) disclosures? compensation for which you |estimated amount?
answered “Yes” to element
(f). If none, enter -0-.
YesD N0|:| YesD NOD Yes[[ No[[
(a) Enter name and EIN or address (see instructions)

(b) ©) (@ e o (0 _ @ UM
Service Relationship to Enter direct Did service provider Did indirect compensation Enter total indirect Did the service
Code(s) |employer, employee | compensation paid receive indirect include eligible indirect compensation received by |provider give you a

organization, or
person known to be
a party-in-interest

by the plan. If none,
enter -O-.

compensation? (sources
other than plan or plan
Sponsor)

compensation, for which the
plan received the required
disclosures?

service provider excluding
eligible indirect
compensation for which you
answered “Yes” to element
(f). If none, enter -0-.

formula instead of
an amount or
estimated amount?

Yes D No D

Yes D No D

Yes [[ No [[
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Part | | Service Provider Information (continued)

3. If you reported on line 2 receipt of indirect compensation, other than eligible indirect compensation, by a service provider, and the service provider is a fiduciary
or provides contract administrator, consulting, custodial, investment advisory, investment management, broker, or recordkeeping services, answer the following
questions for (a) each source from whom the service provider received $1,000 or more in indirect compensation and (b) each source for whom the service
provider gave you a formula used to determine the indirect compensation instead of an amount or estimated amount of the indirect compensation. Complete as
many entries as needed to report the required information for each source.

(a) Enter service provider name as it appears on line 2 (b) service Codes (c) Enter amount of indirect
(see instructions) compensation
(d) Enter name and EIN (address) of source of indirect compensation (e) Describe the indirect compensation, including any

formula used to determine the service provider’s eligibility
for or the amount of the indirect compensation.

(a) Enter service provider name as it appears on line 2 (b) service Codes (c) Enter amount of indirect
(see instructions) compensation
(d) Enter name and EIN (address) of source of indirect compensation (e) Describe the indirect compensation, including any

formula used to determine the service provider’s eligibility
for or the amount of the indirect compensation.

(a) Enter service provider name as it appears on line 2 (b) Service Codes (c) Enter amount of indirect
(see instructions) compensation
(d) Enter name and EIN (address) of source of indirect compensation (e) Describe the indirect compensation, including any

formula used to determine the service provider’s eligibility
for or the amount of the indirect compensation.
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‘ Part Il | Service Providers Who Fail or Refuse to Provide Information

4 Provide, to the extent possible, the following information for each service provider who failed or refused to provide the information necessary to complete

this Schedule.

(a) Enter name and EIN or address of service provider (see
instructions)

(b) Nature of
Service
Code(s)

(C) Describe the information that the service provider failed or refused to
provide

(a) Enter name and EIN or address of service provider (see
instructions)

(b) Nature of
Service
Code(s)

(C) Describe the information that the service provider failed or refused to
provide

(a) Enter name and EIN or address of service provider (see
instructions)

(b) Nature of
Service
Code(s)

(c) Describe the information that the service provider failed or refused to
provide

(a) Enter name and EIN or address of service provider (see
instructions)

(b) Nature of
Service
Code(s)

(C) Describe the information that the service provider failed or refused to
provide

(a) Enter name and EIN or address of service provider (see
instructions)

(b) Nature of
Service
Code(s)

(C) Describe the information that the service provider failed or refused to
provide

(a) Enter name and EIN or address of service provider (see
instructions)

(b) Nature of
Service
Code(s)

(C) Describe the information that the service provider failed or refused to
provide
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Part Ill | Termination Information on Accountants and Enrolled Actuaries (see instructions)
(complete as many entries as needed)

a Name: b EIN:

C Position:

d Address: e Telephone:
Explanation:

a Name: b EIN:

C  Position:

d Address: € Telephone:
Explanation:

a Name: b EIN:

C  Position:

d Address: € Telephone:
Explanation:

a Name: b EIN:

C  Position:

d Address: € Telephone:
Explanation:

a Name: b EIN:

C  Position:

d Address: € Telephone:

Explanation:




SCHEDULE D
(Form 5500)

Department of the Treasury
Internal Revenue Service

Department of Labor
Employee Benefits Security Administration

DFE/Participating Plan Information

This schedule is required to be filed under section 104 of the Employee
Retirement Income Security Act of 1974 (ERISA).

P File as an attachment to Form 5500.

omMB

No. 1210-0110

2016

This Form is Open to Public

Inspection.
For calendar plan year 2016 or fiscal plan year beginning  01/01/2016 and ending 12/31/2016
A Name of plan B Three-digit
KLX INC. RETIREMENT PLAN plan number (PN) > 001

C Plan or DFE sponsor’s name as shown on line 2a of Form 5500
KLX INC.

D Employer Identification Number (EIN)

47-1639172

Part |

(Complete as many entries as needed to report all interests in DFES)

Information on interests in MTIAs, CCTs, PSAs, and 103-12 IEs (to be completed by plans and DFES)

a Name of MTIA, CCT, PSA, or 103-12 IE: WELLS FARGO STABLE VALUE FUND D

- . WELLS FARGO BANK, N.A.
b Name of sponsor of entity listed in (a):

d Entity c

€ Dollar value of interest in MTIA, CCT, PSA, or

- 2-22 49-001 ) . 252
C EIN-PN 5 50949-00 code 103-12 IE at end of year (see instructions) 393525
a Name of MTIA, CCT, PSA, or 103-12 IE;: WF/BLACKROCK S&P MIDCAP INDEX CIT N
b Name of sponsor of entity listed in (a): WELLS FARGO BANK, N.A.
d Entity C € Dollar value of interest in MTIA, CCT, PSA, or
- 52-2265235-001 L i, ’ 3688293
¢ EN-PN code 103-12 IE at end of year (see instructions)
a Name of MTIA, CCT, PSA, or 103-12 |IE: WF/BLACKROCK S&P 500 INDEX CIT N
- . WELLS FARGO BANK, N.A.
b Name of sponsor of entity listed in (a):
d Entity C € Dollar value of interest in MTIA, CCT, PSA, or
- 94-3224211-001 Y 3 ' 12145906
¢ EIN-PN code 103-12 IE at end of year (see instructions)
a Name of MTIA, CCT, PSA, or 103-12 IE: WF/BLACKROCK US AGG BOND IND CIT N
- . WELLS FARGO BANK, N.A.
b Name of sponsor of entity listed in (a):
C EIN-PN 20-5699010-001 d Entity C € Dollar value of interest in MTIA, CCT, PSA, or 8852012

code

103-12 IE at end of year (see instructions)

a Name of MTIA, CCT, PSA, or 103-12 IE:

b Name of sponsor of entity listed in (a):

d Entity

C EIN-PN
code

€ Dollar value of interest in MTIA, CCT, PSA, or
103-12 IE at end of year (see instructions)

a Name of MTIA, CCT, PSA, or 103-12 IE:

b Name of sponsor of entity listed in (a):

d Entity

C EIN-PN
code

e Dollar value of interest in MTIA, CCT, PSA, or
103-12 IE at end of year (see instructions)

a Name of MTIA, CCT, PSA, or 103-12 IE:

b Name of sponsor of entity listed in (a):

d Entity

C EIN-PN
code

e Dollar value of interest in MTIA, CCT, PSA, or
103-12 IE at end of year (see instructions)

For Paperwork Reduction Act Notice, see the Instructions for Form 5500.

Schedule D (Form 5500) 2016

v.160205
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Page 2 -

Name of MTIA, CCT, PSA, or 103-12 |E:

Name of sponsor of entity listed in (a):

EIN-PN

d Entity
code

Dollar value of interest in MTIA, CCT, PSA, or
103-12 IE at end of year (see instructions)

Name of MTIA, CCT, PSA, or 103-12 |E:

Name of sponsor of entity listed in (a):

EIN-PN

d Entity
code

Dollar value of interest in MTIA, CCT, PSA, or
103-12 IE at end of year (see instructions)

Name of MTIA, CCT, PSA, or 103-12 |E:

Name of sponsor of entity listed in (a):

EIN-PN

d Entity
code

Dollar value of interest in MTIA, CCT, PSA, or
103-12 IE at end of year (see instructions)

Name of MTIA, CCT, PSA, or 103-12 |E:

Name of sponsor of entity listed in (a):

EIN-PN

d Entity
code

Dollar value of interest in MTIA, CCT, PSA, or
103-12 IE at end of year (see instructions)

Name of MTIA, CCT, PSA, or 103-12 |E:

Name of sponsor of entity listed in (a):

EIN-PN

d Entity
code

Dollar value of interest in MTIA, CCT, PSA, or
103-12 IE at end of year (see instructions)

Name of MTIA, CCT, PSA, or 103-12 |E:

Name of sponsor of entity listed in (a):

EIN-PN

d Entity
code

Dollar value of interest in MTIA, CCT, PSA, or
103-12 IE at end of year (see instructions)

Name of MTIA, CCT, PSA, or 103-12 |E:

Name of sponsor of entity listed in (a):

EIN-PN

d Entity
code

Dollar value of interest in MTIA, CCT, PSA, or
103-12 IE at end of year (see instructions)

Name of MTIA, CCT, PSA, or 103-12 |E:

Name of sponsor of entity listed in (a):

EIN-PN

d Entity
code

Dollar value of interest in MTIA, CCT, PSA, or
103-12 IE at end of year (see instructions)

Name of MTIA, CCT, PSA, or 103-12 |E:

Name of sponsor of entity listed in (a):

EIN-PN

d Entity
code

Dollar value of interest in MTIA, CCT, PSA, or
103-12 IE at end of year (see instructions)

Name of MTIA, CCT, PSA, or 103-12 |E:

Name of sponsor of entity listed in (a):

EIN-PN

d Entity
code

Dollar value of interest in MTIA, CCT, PSA, or
103-12 IE at end of year (see instructions)
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Part Il | Information on Participating Plans (to be completed by DFESs)
(Complete as many entries as needed to report all participating plans)

a Plan name

Name of C EIN-PN
plan sponsor

a Plan name

Name of C EIN-PN
plan sponsor

a Plan name

Name of C EIN-PN
plan sponsor

a Plan name

Name of C EIN-PN
plan sponsor

a Plan name

Name of C EIN-PN
plan sponsor

a Plan name

Name of C EIN-PN
plan sponsor

a Plan name

Name of C EIN-PN
plan sponsor

a Plan name

Name of C EIN-PN
plan sponsor

a Plan name

Name of C EIN-PN
plan sponsor

a Plan name

Name of C EIN-PN
plan sponsor

a Plan name

Name of C EIN-PN
plan sponsor

a Plan name

Name of C EIN-PN
plan sponsor




SCHEDULE H
(Form 5500)

Internal Revenue Service

Department of Labor
Employee Benefits Security Administration

Pension Benefit Guaranty Corporation

Financial Information

This schedule is required to be filed under section 104 of the Employee
Retirement Income Security Act of 1974 (ERISA), and section 6058(a) of the
Internal Revenue Code (the Code).

» File as an attachment to Form 5500.

OMB No. 1210-0110

2016

This Form is Open to Public

Inspection
For calendar plan year 2016 or fiscal plan year beginning 01/01/2016 and ending 12/31/2016
A Name of plan B  Three-digit
KLX INC. RETIREMENT PLAN plan number (PN) 3 001

C Plan sponsor’'s name as shown on line 2a of Form 5500
KLX INC.

D Employer Identification Number (EIN)
47-1639172

‘ Part | |Asset and Liability Statement

1 Current value of plan assets and liabilities at the beginning and end of the plan year. Combine the value of plan assets held in more than one trust. Report
the value of the plan’s interest in a commingled fund containing the assets of more than one plan on a line-by-line basis unless the value is reportable on
lines 1c(9) through 1c(14). Do not enter the value of that portion of an insurance contract which guarantees, during this plan year, to pay a specific dollar
benefit at a future date. Round off amounts to the nearest dollar. MTIAs, CCTs, PSAs, and 103-12 IEs do not complete lines 1b(1), 1b(2), 1¢(8), 19, 1h,

and 1i. CCTs, PSAs, and 103-12 IEs also do not complete lines 1d and le. See instructions.

Assets (a) Beginning of Year (b) End of Year
a Total noninterest-bearing Cash ...........ccccoiiiiiiiiici e la
b Receivables (less allowance for doubtful accounts):
(1) EMPIOYEr CONTDULIONS............ocereeveveretereeeeeeee et 1b(1)
(2) Participant CONTIDULIONS ..............oviviveeeeieeeeeeeeeeeees e 1b(2)
() 0112 T= TSP 1b(3)
C General investments:
2) Interest-b_earing cash (include money market accounts & certificates 1c(1)
of deposit)
(2) U.S. Government securities .. 1c(2)
(3) Corporate debt instruments (other than employer securities):
(A) PIETEITEA ... 1c(3)(A)
(B) AlLOTNET c.eeeeeeeeeeeeeee et 1c(3)(B)
(4) Corporate stocks (other than employer securities):
(A) PIETEITEA ... 1c(4)(A)
(B) COMIMION. ....vitiieeeeeeeeete et 1c(4)(B)
(5) Partnership/joint VENtUre iNtEreStS ..............ccocoeeeevereeeeeeseeeeeesseenens 1c(5)
(6) Real estate (other than employer real property)............c.ccceeveveveeeeeennn. 1c(6)
(7) Loans (other than to participants) 1c(7)
(8) Participant [0ans................ccocoeevevevererererenernnns 1c(8) 601030
(9) Value of interest in common/collective trusts 1c(9) 28621463
(10) Value of interest in pooled separate acCoUNtS ..............c.cccecveveveerenennn. 1c(10)
(11) Value of interest in master trust investment accounts ................cc......... 1c(11)
(12) Value of interest in 103-12 investment eNtities. ..............occoveevereveserenn. 1c(12)
(23) \f/ua;I]Léi)of interest in registered investment companies (e.g., mutual 1¢(13) 30731975
(14) Value of funds held in insurance company general account (unallocated | @
contracts)
(15) OUNEY ..ot 1c(15)

For Paperwork Reduction Act Notice, see the Instructions for Form 5500.
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1d

Employer-related investments:

(a) Beginning of Year

(b) End of Year

(1) Employer securities

1d(1)

(2) Employer real property

1d(2)

Buildings and other property used in plan operation .............cccvvieiiiiiiiieeen..

le

Total assets (add all amounts in lines 1a through 1€) .......ccccccveeiiiiiiiiiennnnnne

1f

59954468

Liabilities

Benefit claims payable..............oooiiiii

1g

Operating PAYADIES .......coii i

1lh

ACQUISItION INAEDIEANESS ....cceiiiiiiii e

1i

Other abIlItIES ......coevieiiiiieiieeeeeeeeeeeeeeeeeee et

1j

Total liabilities (add all amounts in lines 1g throughlj) .......ccccccceeviiiiiiiiennnnn.

1k

Net Assets

Net assets (subtract line 1k from line 1f) ......cceeeiiiiiiiiiii e,

7]

59954468

Part 1l |Income and Expense Statement

2 Plan income, expenses, and changes in net assets for the year. Include all income and expenses of the plan, including any trust(s) or separately maintained
fund(s) and any payments/receipts to/from insurance carriers. Round off amounts to the nearest dollar. MTIAs, CCTs, PSAs, and 103-12 IEs do not

complete lines 2a, 2b(1)(E), 2e, 2f, and 2g.
Income

Contributions:

(a) Amount

(b) Total

(1) Received or receivable in cash from: (A) Employers.........ccccovveennnnenn.
(B)  PartiCIPANTS. ... ...eiiiiiiieiiiie ettt
(C) Others (including rollOVErS) ...........cceiiiiiiiiiie e

(2) Noncash CONHBULIONS ..........viiiiiiiiiiii e

(3) Total contributions. Add lines 2a(1)(A), (B), (C), and line 2a(2)...............

Earnings on investments:

(1) Interest:
(A) Interest-bearing cash (including money market accounts and
certificates of dEPOSIL).......ccoiueiiiiiiiiiiiiee e

(B) U.S. GOVErNMENt SECUNMLIES .....cocuviieiiiiieiiiie et
(C) Corporate debt INStrUMENTS........cc.eeeiiiiiiiiiiiieee e
(D) Loans (other than to participants)..........ccccveevrieeeriiieeiiiee e
(E) Participant I0@NS ........ccccuviiiiiiiiiiiceiiiice e
(F)  OtNET i
(G) Total interest. Add lines 2b(1)(A) through (F)......cccooeiiiiiiiniiiennne.
(2) Dividends: (A) Preferred StOCK..........ccveiiiiiiiiiiiiiiiiciiieceec e
(B)  COMMON SEOCK.....cuuriiiiiiieiiiite ettt
(C) Registered investment company shares (e.g. mutual funds)............
(D) Total dividends. Add lines 2b(2)(A), (B), and (C)
(B) RENES .t
(4) Net gain (loss) on sale of assets: (A) Aggregate proceeds..
(B) Aggregate carrying amount (see instructions) ...............
(C) Subtract line 2b(4)(B) from line 2b(4)(A) and enter result ...............
(5) Unrealized appreciation (depreciation) of assets: (A) Real estate...............c......

(B) ORI e

(C) Total unrealized appreciation of assets.
Add [ines 2D(5)(A) @nd (B)....ccveerureriieirieiienie e

2a(1)(A)

3393121

2a(1)(B)

6139591

2a(1)(C)

3495543

2a(2)

2a(3)

13028255

2b(1)(A)

2b(1)(B)

2b(1)(C)

2b(1)(D)

2b(1)(E)

23880

2b(1)(F)

2b(1)(G)

23880

2b(2)(A)

2b(2)(B)

2b(2)(C)

471525

2b(2)(D)

2b(3)

471525

2b(4)(A)

2b(4)(B)

2b(4)(C)

2b(5)(A)

2b(5)(B)

2b(5)(C)
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(a) Amount (b) Total
(6) Net investment gain (loss) from common/collective trusts....................... 2b(6) 2440684
(7) Net investment gain (loss) from pooled separate accounts........ 2b(7)
(8) Net investment gain (loss) from master trust investment accounts... 2b(8)
(9) Netinvestment gain (loss) from 103-12 investment entities .......... 2b(9)

O amDANeS (.G, MBI ) e 20(10) 2034606
€ Other INCOME ..ttt e e e e et e e e e e e aebbeeeeas 2c 286
d Total income. Add all income amounts in column (b) and enter total....................| 2d 17999236

Expenses

€ Benefit payment and payments to provide benefits:

(1) Directly to participants or beneficiaries, including direct rollovers.............. 2e(1) 7070366

(2) Toinsurance carriers for the provision of benefits............cccccoviiniiennn. 2e(2)

(B) OUNET ..o esesi ettt 2e(3)

(4) Total benefit payments. Add lines 2e(1) through (3).......cccvvevveviereeiennnne 2e(4) 7070366
f Corrective distributions (S€€ INSTUCHIONS) ..........c.evevereeeeireierereieies e 2f
g Certain deemed distributions of participant loans (see instructions)................. 29
N INEErESt EXPENSE ..ot 2h
i Administrative expenses: (1) Professional fees...........c..ccceeveeeereeeerererenens 2i(1)

(2) Contract adminiStrator fEES.........cciiuiiiiiiie e 2i(2)

(3) Investment advisory and management fees..........cccocvieeniiiiinieeenieeesnine. 2i(3)

(B) OHNET ..o 2i(4) 40564

(5) Total administrative expenses. Add lines 2i(1) through (4).........cccoeeveennne. 2i(5) 40564
| Total expenses. Add all expense amounts in column (b) and enter total ........ 2j 7110930

Net Income and Reconciliation

K Net income (loss). Subtract line 2j from line 2d 2k 10888306
| Transfers of assets:

(1) TO thiS PIAN .....eeeeitie et 21(1) 50069725

(2) From this Plan.........c.cooiiiiiiiieii et 21(2) 1003563
Part 1ll | Accountant’s Opinion

3 Complete lines 3a through 3c if the opinion of an independent qualified public accountant is attached to this Form 5500. Complete line 3d if an opinion is not
attached.

a The attached opinion of an independent qualified public accountant for this plan is (see instructions):
@) [ ] unqualified @) [ ] Qualified (3) [ Disclaimer @[] Adverse

b Did the accountant perform a limited scope audit pursuant to 29 CFR 2520.103-8 and/or 103-12(d)? Yes D No

C Enter the name and EIN of the accountant (or accounting firm) below:

(1) Name:DELOITTE & TOUCHE LLP (2) EIN: 13-3891517

d The opinion of an independent qualified public accountant is not attached because:
Q) D This form is filed for a CCT, PSA, or MTIA.  (2) D It will be attached to the next Form 5500 pursuant to 29 CFR 2520.104-50.

Part IV |Compliance Questions

4 CCTs and PSAs do not complete Part IV. MTIAs, 103-12 IEs, and GlAs do not complete lines 4a, 4e, 4f, 4q, 4h, 4k, 4m, 4n, or 5.
103-12 IEs also do not complete lines 4j and 4l. MTIAs also do not complete line 4l.

During the plan year: Yes No Amount

a  Was there afailure to transmit to the plan any participant contributions within the time
period described in 29 CFR 2510.3-102? Continue to answer “Yes” for any prior year failures until
fully corrected. (See instructions and DOL’s Voluntary Fiduciary Correction Program.).................... 4a| X 3758

b Were any loans by the plan or fixed income obligations due the plan in default as of the
close of the plan year or classified during the year as uncollectible? Disregard participant loans
secured by participant’s account balance. (Attach Schedule G (Form 5500) Part | if “Yes” is
CRECKEEA.) ..ottt a ettt a et as 4b
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Yes No Amount

C  Were any leases to which the plan was a party in default or classified during the year as
uncollectible? (Attach Schedule G (Form 5500) Part Il if “Yes” is checked.) .....cccccevvvevieeiieniecieennnn 4c X

d  Were there any nonexempt transactions with any party-in-interest? (Do not include transactions
reported on line 4a. Attach Schedule G (Form 5500) Part Ill if “Yes” is
(oL A=Y ot cC=Ye 1) TP 4d X

€  Was this plan covered by a fidelity DONA?...........ooiiiii e s 4e X 10000000

f Did the plan have a loss, whether or not reimbursed by the plan’s fidelity bond, that was caused by
Fraud OF AISNONESLY? ...ttt b et b e s bt e sab e e b e e sae e sbeesabeebeesaneenneenneeaans Af X

0 Did the plan hold any assets whose current value was neither readily determinable on an
established market nor set by an independent third party appraiSer?..........cocceeevererienenieneere e 49 X

h  Did the plan receive any noncash contributions whose value was neither readily
determinable on an established market nor set by an independent third party appraiser? ................... 4h X

i Did the plan have assets held for investment? (Attach schedule(s) of assets if “Yes” is checked, and
see iNstructions for format reqUIrEIMENTS.) .......oiiiiie ettt s seeenaeeeans 4i X

] Were any plan transactions or series of transactions in excess of 5% of the current
value of plan assets? (Attach schedule of transactions if “Yes” is checked, and

see iNstructions for format reqUIrEIMENTS.) .......oiiiiie et s ae e s neenneeeans 4j X
K Were all the plan assets either distributed to participants or beneficiaries, transferred to another

plan, or brought under the control 0f the PBGC? .........ccouiiiiiiiiieiesieeeese e 4k
| Has the plan failed to provide any benefit when due under the plan?...........cccooiiiiiiininnee e 4 X
m If this is an individual account plan, was there a blackout period? (See instructions and 29 CFR

By 0 0 B TP am X
N If 4m was answered “Yes,” check the “Yes” box if you either provided the required notice or one of

the exceptions to providing the notice applied under 29 CFR 2520.101-3.........cccccevrrienienenieene e 4n X

0 Defined Benefit Plan or Money Purchase Pension Plan Only:
Were any distributions made during the plan year to an employee who attained age 62 and had not
SepArated frOM SEIVICE? ... ..ttt e e et et e et et e et e et re e et e e e e naree e 40

5a Has a resolution to terminate the plan been adopted during the plan year or any prior plan year?
If “Yes,” enter the amount of any plan assets that reverted to the employer this year..............ccccoccene |:| Yes No Amount:

5b  If, during this plan year, any assets or liabilities were transferred from this plan to another plan(s), identify the plan(s) to which assets or liabilities were
transferred. (See instructions.)

5b(1) Name of plan(s) 5b(2) EIN(s) 5b(3) PN(s)

BE AEROSPACE INC. SAVINGS PLAN 06-1209796 001

5¢ If the plan is a defined benefit plan, is it covered under the PBGC insurance program (See ERISA section 4021.)? ...... D Yes D No |:| Not determined
If “Yes” is checked, enter the My PAA confirmation number from the PBGC premium filing for this plan year . (See instructions.)

|Part Vv |Trust Information

6a Name of trust 6b Trust's EIN

6C Name of trustee or custodian 6d Trustee’s or custodian’s telephone number




H H OMB No. 1210-0110
SCHEDULE R Retirement Plan Information °
(Form 5500) 2016
Department of the Treasury This schedule is required to be filed under sections 104 and 4065 of the
Internal Revenue Service Employee Retirement Income Security Act of 1974 (ERISA) and section
Department of Labor 6058(a) of the Internal Revenue Code (the Code).
s h P This Form is Open to Public
Employee Benefits Security Administration b File as an attachment to Form 5500. Inspection.
Pension Benefit Guaranty Corporation
For calendar plan year 2016 or fiscal plan year beginning 01/01/2016 and ending 12/31/2016
A Name of plan B Three-digit
KLX INC. RETIREMENT PLAN plan number
(PN) 4 001
C Plan sponsor’s name as shown on line 2a of Form 5500 D Employer Identification Number (EIN)
KLXINC. 47-1639172

Part | Distributions

All references to distributions relate only to payments of benefits during the plan year.

1 Total value of distributions paid in property other than in cash or the forms of property specified in the 1 0
INSIIUCTIONS ...ttt et e bttt e e bt e eh ket o4 bt e o b bt e oo a b et e e bb et e e bbbt e eab e e e e e abb e e e nebe e e sbneeeaas
2  Enter the EIN(s) of payor(s) who paid benefits on behalf of the plan to participants or beneficiaries during the year (if more than two, enter EINs of the two
payors who paid the greatest dollar amounts of benefits):
EIN(s): 41-6257133
Profit-sharing plans, ESOPs, and stock bonus plans, skip line 3.
3 Number of participants (living or deceased) whose benefits were distributed in a single sum, during the plan 3
22 OO SRPPURSRPRPO
Part Il Funding Information (if the plan is not subject to the minimum funding requirements of section of 412 of the Internal Revenue Code or
ERISA section 302, skip this Part.)
4 |s the plan administrator making an election under Code section 412(d)(2) or ERISA section 302(d)(2)? .......oveveeveerrrernnes |:| Yes D No |:| N/A
If the plan is a defined benefit plan, go to line 8.
5 If a waiver of the minimum funding standard for a prior year is being amortized in this
plan year, see instructions and enter the date of the ruling letter granting the waiver. Date: Month Day Year
If you completed line 5, complete lines 3, 9, and 10 of Schedule MB and do not complete the remainder of this schedule.
6 a Enter the minimum required contribution for this plan year (include any prior year accumulated funding 6a
deficiency not waived) ....................................................................................................................................
b  Enter the amount contributed by the employer to the plan for this plan year.............ccccocoeveeeeverereveeeceeeenns 6b
C Subtract the amount in line 6b from the amount in line 6a. Enter the result
(enter a minus sign to the left of @ Negative @MOUNT) ..........cceiiiiiiii e 6¢C
If you completed line 6c, skip lines 8 and 9.
7 Will the minimum funding amount reported on line 6¢ be met by the funding deadline?...............cccccveeereeriiiennene, D Yes D No D N/A
8 If achange in actuarial cost method was made for this plan year pursuant to a revenue procedure or other
authority providing automatic approval for the change or a class ruling letter, does the plan sponsor or plan
administrator agree With the ChaNGE? ..........ooiiiiii e D Yes D No D N/A
‘ Part Ill ‘ Amendments
9 Ifthis is a defined benefit pension plan, were any amendments adopted during this plan

year that increased or decreased the value of benefits? If yes, check the appropriate

DOX. 1f NO, ChECK the “NO” DOX.......ceeeee ettt D Increase D Decrease D Both D No
| Part IV | ESOPs (see instructions). If this is not a plan described under Section 409(a) or 4975(e)(7) of the Internal Revenue Code, skip this Part.
10  Were unallocated employer securities or proceeds from the sale of unallocated securities used to repay any exempt loan?................. : Yes D No
11 a Doesthe ESOP hold any Preferr@d SOCK? ...........c.oviveuieueueeeeeeeeeeeeeeeeeeeeee et et eeeteeete e eae et et ee et eas e e e eteae et eseee et e s et eseetean et ereenesenn e : Yes D No
b Ifthe .ESOP has an outgtqr?ding exempt loan with the employer as lender, is such loan part of a “back-to-back” loan? D Yes D No
(See instructions for definition of “back-t0-back” 10aN.) ..............cccoiiiiiiiii
12  Does the ESOP hold any stock that is not readily tradable on an established SECUMtIES MArKE? .............covvveeeeereeeeeeeeeee e []Yes [] No
For Paperwork Reduction Act Notice, see the Instructions for Form 5500. Schedule R (Form 5500) 2016

v. 160205



Schedule R (Form 5500) 2016 Page 2 -

| PartV

| Additional Information for Multiemployer Defined Benefit Pension Plans

13 Enter the following information for each employer that contributed more than 5% of total contributions to the plan during the plan year (measured in
dollars). See instructions. Complete as many entries as needed to report all applicable employers.

a Name of contributing employer

b EIN C  Dollar amount contributed by employer

d Date collective bargaining agreement expires (If employer contributes under more than one collective bargaining agreement, check box D
and see instructions regarding required attachment. Otherwise, enter the applicable date.) Month Day Year

€  Contribution rate information (If more than one rate applies, check this box D and see instructions regarding required attachment. Otherwise,
complete lines 13e(1) and 13e(2).)
(1) Contribution rate (in dollars and cents)
(2) Base unit measure: D Hourly D Weekly D Unit of production D Other (specify):

a Name of contributing employer

b EIN C  Dollar amount contributed by employer

d Date collective bargaining agreement expires (If employer contributes under more than one collective bargaining agreement, check box D
and see instructions regarding required attachment. Otherwise, enter the applicable date.) Month Day Year

€  Contribution rate information (If more than one rate applies, check this box I:I and see instructions regarding required attachment. Otherwise,
complete lines 13e(1) and 13e(2).)
(1) Contribution rate (in dollars and cents)
(2) Base unit measure: D Hourly D Weekly D Unit of production D Other (specify):

a Name of contributing employer

b EIN C  Dollar amount contributed by employer

d Date collective bargaining agreement expires (If employer contributes under more than one collective bargaining agreement, check box D
and see instructions regarding required attachment. Otherwise, enter the applicable date.) Month Day Year

€  Contribution rate information (If more than one rate applies, check this box I:I and see instructions regarding required attachment. Otherwise,
complete lines 13e(1) and 13e(2).)
(1) Contribution rate (in dollars and cents)
(2) Base unit measure: D Hourly D Weekly D Unit of production D Other (specify):

a Name of contributing employer

b EIN C  Dollar amount contributed by employer

d Date collective bargaining agreement expires (If employer contributes under more than one collective bargaining agreement, check box D
and see instructions regarding required attachment. Otherwise, enter the applicable date.) Month Day Year

€  Contribution rate information (If more than one rate applies, check this box D and see instructions regarding required attachment. Otherwise,
complete lines 13e(1) and 13e(2).)
(1) Contribution rate (in dollars and cents)
(2) Base unit measure: D Hourly D Weekly D Unit of production D Other (specify):

a Name of contributing employer

b EIN C  Dollar amount contributed by employer

d Date collective bargaining agreement expires (If employer contributes under more than one collective bargaining agreement, check box D
and see instructions regarding required attachment. Otherwise, enter the applicable date.) Month Day Year

€  Contribution rate information (If more than one rate applies, check this box D and see instructions regarding required attachment. Otherwise,
complete lines 13e(1) and 13e(2).)
(1) Contribution rate (in dollars and cents)
(2) Base unit measure: D Hourly D Weekly D Unit of production D Other (specify):

a Name of contributing employer

b EIN C  Dollar amount contributed by employer

d Date collective bargaining agreement expires (If employer contributes under more than one collective bargaining agreement, check box D
and see instructions regarding required attachment. Otherwise, enter the applicable date.) Month Day Year

€  Contribution rate information (If more than one rate applies, check this box D and see instructions regarding required attachment. Otherwise,

complete lines 13e(1) and 13e(2).)
(1) Contribution rate (in dollars and cents)

(2) Base unit measure:D Hourly D Weekly D Unit of production D Other (specify):
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14  Enter the number of participants on whose behalf no contributions were made by an employer as an employer
of the participant for:
B THE CUITENE YA ..o eeeeeeeeeeee ettt et e e e et et et et et e e e e et e e e et e s et et e e s eeeeee et eeeeeeeeee e e s eeeeeeeeneees 14a
b The plan year immediately preceding the CUITENt PIan YEar..............ccceeeeveveeeeeeeeeeeee e en e 14b
C  The second PreCeding PIAN YA .........ccuuii ittt ettt et e et ettt e st e et e e bt e e e e nneees 1l4c
15 Enter the ratio of the number of participants under the plan on whose behalf no employer had an obligation to make an
employer contribution during the current plan year to:
a The corresponding number for the plan year immediately preceding the current plan year...........cccccovcvveiinen. 15a
b The corresponding number for the second preceding PIAN YA .............ccoveueueeeeeererireeeeeeeeeeeeeserererenesenanen 15b
16 Information with respect to any employers who withdrew from the plan during the preceding plan year:
a Enter the number of employers who withdrew during the preceding plan year ..........ccccoiiiiiiiiiiiiiiiiiieeeeenns 16a
b Ifline 16a is greater than 0, enter the aggregate amount of withdrawal liability assessed or estimated to be 16b
assessed against SUCh WIthdrawn EMPIOYEIS ..ot e e e e st e e e e e s s b e e e e e e s sinbeneeaaaas
17 If assets and liabilities from another plan have been transferred to or merged with this plan during the plan year, check box and see instructions regarding
supplemental information to be included as an attaChMENt. ... e s r e e e et s s st e e s s s s st e e s s e aenes |:|
| Part VI | Additional Information for Single-Employer and Multiemployer Defined Benefit Pension Plans
18

If any liabilities to participants or their beneficiaries under the plan as of the end of the plan year consist (in whole or in part) of liabilities to such participants
and beneficiaries under two or more pension plans as of immediately before such plan year, check box and see instructions regarding supplemental
information to be included as an attachment

19 If the total number of participants is 1,000 or more, complete lines (a) through (c)
a  Enter the percentage of plan assets held as:
Stock: % Investment-Grade Debt: % High-Yield Debt: % Real Estate: % Other: %
b Provide the average duration of the combined investment-grade and high-yield debt:
D 0-3 years D 3-6 years |:| 6-9 years |:| 9-12 years D 12-15 years D 15-18 years D 18-21 years D 21 years or more
C  What duration measure was used to calculate line 19(b)?
D Effective duration |:| Macaulay duration |:| Modified duration D Other (specify):
‘ Part VIl ’ IRS Compliance Questions
20a Is the plan a 401(K) plan? If “NO,” SKIP D ...cveviviveeeeieeeieteteeec ettt n s D Yes D No
D Design-based “Prior year”
20b How did the plan satisfy the nondiscrimination requirements for employee deferrals under section safe harbor ADP test
401(k)(3) for the plan year? Check all that appIY: .......ooieerieeie e D “Current year” D N/A
ADP test
21a What testing method was used to satisfy the coverage requirements under section 410(b) for the plan Ratio Average
year? Check all thAt @PPIY: .......cceeeeeeeeeeeeceeee et ettt ee ettt et e e et ee et s eass et et et eteaeseee s s seeseenneans D percentage benefit test |:| N/A
test
21b Did the plan satisfy the coverage and nondiscrimination requirements of sections 410(b) and 401(a)(4) D Yes D No
for the plan year by combining this plan with any other plan under the permissive aggregation rules? ......

22a If the plan is a master and prototype plan (M&P) or volume submitter plan that received a favorable IRS opinion letter or advisory letter, enter the date of

the letter / / and the serial number

22D If the plan is an individually-designed plan that received a favorable determination letter from the IRS, enter the date of the most recent determination

letter /
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INDEPENDENT AUDITORS’ REPORT

To the Benefits Committee and Participants of the
KLX Inc. Retirement Plan
Wellington, Florida

Report on the Financial Statements

We were engaged to audit the accompanying financial statements of KLX Inc. Retirement
Plan (the “Plan™), which comprise the statement of net assets available for benefits as of
December 31, 2016, and the related statement of changes in net assets available for
benefits for the year beginning January 1, 2016 (date of inception) to December 31, 2016,
and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with accounting principles generally accepted in the United States
of America; this includes the design, implementation, and maintenance of internal control
relevant to the preparation and fair presentation of 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 financial statements based on
conducting the audit in accordance with auditing standards generally accepted in the United
States of America. Because of the matter described in the Basis for Disclaimer of Opinion
paragraph, however, we were not able to obtain sufficient appropriate audit evidence to
provide a basis for an audit opinion.

Basis for Disclaimer of Opinion

As permitted by 29 CFR 2520.103-8 of the Department of Labor’s Rules and Regulations for
Reporting and Disclosure under the Employee Retirement Income Security Act of 1974, the
Plan administrator instructed us not to perform, and we did not perform, any auditing
procedures with respect to the information summarized in Note 3, which was certified by
Wells Fargo Bank, N.A., the trustee of the Plan, except for comparing such information with
the related information included in the financial statements. We have been informed by the
Plan administrator that the trustee holds the Plan’s investment assets and executes
investment transactions. The Plan administrator has obtained certifications from the trustee
as of December 31, 2016, and for the year beginning January 1, 2016 (date of inception) to
December 31, 2016, that the information provided to the Plan administrator by the trustee
is complete and accurate.



Disclaimer of Opinion

Because of the significance of the matter described in the Basis for Disclaimer of Opinion
paragraph, we have not been able to obtain sufficient appropriate audit evidence to provide
a basis for an audit opinion. Accordingly, we do not express an opinion on these financial
statements.

Other Matter

The supplemental schedules listed in the Table of Contents are required by the Department
of Labor’s Rules and Regulations for Reporting and Disclosure under the Employee
Retirement Income Security Act of 1974 and are presented for the purpose of additional
analysis and are not a required part of the financial statements. Because of the significance
of the matter described in the Basis for Disclaimer of Opinion paragraph, we do not express
an opinion on these supplemental schedules.

Report on Form and Content in Compliance with Department of Labor Rules and
Regulations

The form and content of the information included in the financial statements and
supplemental schedules, other than that derived from the information certified by the
trustee, have been audited by us in accordance with auditing standards generally accepted
in the United States of America and, in our opinion, are presented in compliance with the
Department of Labor’s Rules and Regulations for Reporting and Disclosure under the
Employee Retirement Income Security Act of 1974.

Delritte + Grnede 2L

January 22, 2018



KLX INC. RETIREMENT PLAN

STATEMENT OF NET ASSETS AVAILABLE FOR BENEFITS
AS OF DECEMBER 31, 2016
(In thousands)

ASSETS:
Investments—at fair value:
Common and collective funds $28,621
Mutual funds 30,732
Total investments 59,353

Receivables:

Notes receivable from participants 602
Employer contributions 213
Participant contributions 195
Total receivables 1,010

Total assets 60,363

NET ASSETS AVAILABLE FOR BENEFITS $60,363

See notes to financial statements.



KLX INC. RETIREMENT PLAN

STATEMENT OF CHANGES IN NET ASSETS AVAILABLE FOR BENEFITS
FOR THE YEAR BEGINNING JANUARY 1, 2016 (DATE OF INCEPTION)
TO DECEMBER 31, 2016

(In thousands)

ADDITIONS:
Contributions:
Participant contributions $ 6,335
Rollover contributions 3,496
Employer matching contributions 3,606
Total contributions 13,437

Investment Income:

Net appreciation in fair value of investments 4,457
Dividends 472
Other 18
Net investment income 4,947
Interest income on notes receivable from participants 24
Total additions 18,408
DEDUCTIONS:
Benefits paid to participants 7,070
Administrative expenses 41
Total deductions 7,111
INCREASE IN NET ASSETS BEFORE PLAN TRANSFERS 11,297
TRANSFER OF ASSETS FROM OTHER PLAN 50,070
TRANSFER OF ASSETS TO OTHER PLAN 1,004
INCREASE IN NET ASSETS 60,363

NET ASSETS AVAILABLE FOR BENEFITS:
Beginning of year -

End of year $60,363

See notes to financial statements.



KLX INC. RETIREMENT PLAN

NOTES TO FINANCIAL STATEMENTS

AS OF DECEMBER 31, 2016 AND FOR THE YEAR BEGINNING
JANUARY 1, 2016 (DATE OF INCEPTION) TO DECEMBER 31, 2016
(Dollars in thousands)

1. DESCRIPTION OF THE PLAN

The following description of the KLX Inc. Retirement Plan (the “Plan™) is provided for
general information purposes only. Participants should refer to the Plan document for a
more complete description of the Plan’s information.

General—Effective January 1, 2016, KLX Inc. (the “Company”) adopted the KLX Inc.
Retirement Plan. The Plan is a defined contribution plan designed to qualify under Internal
Revenue Code (the “IRC”) Sections 401(a) and 501(a), Section 401(k) for the cash or
deferred arrangement part of the Plan and Title 1 of Employee Retirement Income Security
Act of 1974 (“ERISA”). The Plan covers all full-time non-union employees who have
completed 30 days of employment. Before January 1, 2016, the Company adopted B/E
Aerospace, Inc. Savings Plan as a participating employer for the benefits of its eligible
employees. On January 5, 2016, the assets and liabilities related to the accounts of the
Plan’s participants of $50,070 were spun off from the B/E Aerospace, Inc. Savings Plan and
transferred to the Plan.

Wells Fargo Bank, N.A. acts as the trustee (“the Trustee”) for the Plan. Among other
duties, the Trustee disburses the Plan’s assets as directed by the Company and
participants, receives contributions, and invests and reinvests the assets of the Plan as
directed by the participants. The KLX Inc. Benefits Committee acts as the administrator for
the Plan.

On May 17, 2016, the Company acquired Herndon Products, Inc. (now KLX Aerospace
Solutions Defense, LLC) (“Herndon™) and Polygon Aerospace, LTD (now Polygon
Aerospace, LLC) (“Polygon”). All of the participants in the Herndon and

Polygon 401(k) Plans became 100 percent vested in that plan upon termination and were
provided the option to have their account balance rolled into any qualified plan (including
the Plan) or IRA or receive a lump sum distribution. An aggregate amount of $3,437 was
rolled into the Plan during the year ended December 31, 2016, and is included in rollover
contributions on the statement of changes in net assets available for benefits.

Contributions—Contributions to the Plan include (i) salary reduction contributions
authorized by participants, (ii) matching contributions made by the Company; and
(iii) participant rollovers from other plans.

Under the Plan, contributions are made on behalf of employees (participants) who choose
to defer a portion of their total gross pay as defined. The maximum contribution rate for
non-highly compensated participants is 100% of their gross pay. Participants could make
contributions of up to $18 for the year ended December 31, 2016. The Plan also allows all
employees who are at least age 50 or projected to attain age 50 before the close of the
Plan year to make catch-up contributions each year, which were limited to $6.0 for the
year ended December 31, 2016. Participants may also contribute amounts representing



distributions from other qualified defined benefit or defined contribution plans (rollovers).
The annual compensation limit under Code 8 401(a) (17) is $265.0 for 2016.

The Plan provides for employer-matching contributions of the participant’s contributions.
The matching contribution for the year ended December 31, 2016 equals the sum of 100%
of a participant’s elective contributions up to 3% of compensation plus 50% of elective
contributions for the year that exceed 3% of compensation for the year but do not exceed
5% of compensation for the year.

Participant Accounts—Individual accounts are maintained for each participant of the
Plan. Each participant’s account is credited with the participant’s contribution, related
employer matching contributions, rollover contributions and Plan earnings. Participant
accounts are also charged with withdrawals, Plan losses and administrative expenses for
distributions and loans. The benefit to which a participant is entitled is the benefit that can
be provided from the participant’s vested account.

Investments—Participants may direct the investment of their contributions and/or
account balances into various investment options offered by the Plan and may change
investments and transfer amounts between funds daily. Upon enrollment in the Plan, a
participant may direct employee and employer matching contributions into any of three
common collective trust funds (“CCT”), ten mutual funds and a stable value fund.

Vesting—~Participants are immediately vested in their contributions and the Company
matching contributions, plus actual earnings thereon.

Notes Receivable from Participants—Participants may borrow from their accounts a
minimum of $1.0 up to a maximum of the lesser of 50% of their vested account balances
or $50.0, subject to certain requirements as defined in the Plan document. Loans are
secured by an assignment of the participant’s vested interest in the Plan and bear interest
at a rate commensurate with local prevailing rates at the time funds are borrowed.
Principal and interest are paid ratably through payroll deductions. Loan terms shall not
exceed five years, unless the loan is to be used in conjunction with the purchase of the
principal residence of the participant. Participants may not have more than one loan
outstanding at any time. As of December 31, 2016, participant loans have maturities
through 2026 at interest rates ranging from 4.25% to 9.25%.

Payment of Benefits—Upon termination of service with the Company, disability or
retirement, a participant may generally elect to receive either a lump-sum amount or
installments equal to the value of the participant’s vested interest in his or her account. If
the value of the participant’s account is $5.0 or less, the Plan will immediately distribute
the entire amount of the participant’s account. Upon termination due to death, the Plan will
distribute the lump-sum value of the participant’s account to designated beneficiaries.

Participants are also eligible to make hardship withdrawals from their deferred
contributions in the event of certain financial hardships. Following a hardship withdrawal,
participants are not allowed to contribute to the Plan for a period of six months.

Forfeited Accounts—When certain terminations of participation in the Plan occur, the
nonvested portion of the participant’s account as defined by the Plan, represents a
forfeiture. The Plan document permits the use of forfeitures to reduce future employer
contributions or pay Plan administrative expenses. At December 31, 2016, forfeited
nonvested accounts totaled $0. During the year ended December 31, 2016, employer
contributions were reduced $34.2 from forfeited nonvested accounts.



SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Accounting—The accompanying financial statements have been prepared in
accordance with accounting principles generally accepted in the United States of America
(“GAAP”).

Use of Estimates—The preparation of financial statements in conformity with GAAP
requires management to make estimates and assumptions that affect the reported
amounts of assets, liabilities, and changes therein and disclosure of contingent assets and
liabilities. Actual results could differ from those estimates.

Risks and Uncertainties—The Plan provides various investment options to its
participants. Investment securities, in general, are exposed to various risks, such as
interest rate risk, credit risk, and overall market volatility. Due to the level of risk
associated with certain investment securities, it is reasonably possible that changes in the
values of investment securities will occur in the near term and that such change could
materially affect the value of the participants’ account balances and the amounts reported
in the financial statements.

Investment Valuation and Income Recognition—The Plan’s investments are stated at
fair value. Fair value of a financial instrument is the price that would be received to sell an
asset or paid to transfer a liability in an orderly transaction between market participants at
the measurement date. The Stable Value Fund D is reported at fair value using net asset
value (NAV). See Note 4 for discussion on fair value measurements.

Purchases and sales of securities are recorded on a trade-date basis. Interest income is
recorded on the accrual basis. Dividends are recorded on the ex-dividend date. Net
appreciation includes the Plan’s gains and losses on investments bought and sold as well as
held during the year.

Notes Receivable from Participants—Notes receivable from participants are measured
at their unpaid principal balance plus any accrued but unpaid interest. If a participant
ceases to make loan repayments and the participant loan is deemed in default, the
participant loan balance is recorded as distributions based on the terms of the Plan
document.

Administrative Expenses—Certain administrative expenses are paid by the Plan as
provided in the plan document. All investment management and transaction fees directly
related to the Plan investments are paid by Plan participants through a reduction in their
account balances and are not separately reflected. Participants pay administrative costs for
distributions and loans.

Payment of Benefits—Benefit payments to participants are recorded upon distribution.
There were no participants, who elected to withdraw from the Plan, that had not yet been
paid at December 31, 2016.

Subsequent Events—Subsequent events were evaluated through January 22, 2018, the
date the financial statements were available to be issued.



INFORMATION CERTIFIED BY THE TRUSTEE

The following is a summary of the unaudited information regarding the Plan as of
December 31, 2016 and for the year then ended, included in the Plan’s financial
statements and supplemental schedules, that was prepared by or derived from information
prepared by Wells Fargo Bank, N.A., the trustee of the Plan, and furnished to the Plan
administrator. The Plan administrator has obtained certifications from the trustee that such
information is complete and accurate.

Statements of Net Assets Available for Benefits 2016

Investments—at fair value:

Common and collective funds $28,621
Mutual funds 30,732
Notes receivable from participants 602
Total $59,955

Statement of Changes in Net Assets Available for Benefits

Net appreciation in fair value of investments $ 4,457
Dividends 472
Other 18

Supplemental schedules: All investment balances and information included in the
supplemental schedule of assets (held at end of year).

Notes 4, 5 and 6: All investment balances and investment information, excluding
the classification and level of investments in Note 4, Fair Value Measurement.

FAIR VALUE MEASUREMENTS

ASC 820, Fair Value Measurements and Disclosures, provides a framework for measuring
fair value. Fair value of a financial instrument is the price that would be received to sell an
asset or paid to transfer a liability in an orderly transaction between market participants at
the measurement date. That framework provides a fair value hierarchy that prioritizes the
inputs to valuation techniques used to measure fair value, as follows: Level 1, which refers
to securities valued using unadjusted quoted prices from active markets for identical
assets; Level 2, which refers to securities not traded on an active market but for which
observable market inputs are readily available; and Level 3, which refers to securities
valued based on significant unobservable inputs. Assets are classified in their entirety
based on the lowest level of input that is significant to the fair value measurement.



Asset Valuation Techniques—Valuation technologies maximize the use of relevant
observable inputs and minimize the use of unobservable inputs. The following is a
description of the valuation methodologies used for assets measured at fair value.

Mutual Funds—Valued at the daily closing price as reported by the fund. Mutual funds
held by the Plan are open-ended mutual funds that are registered with the Securities and
Exchange Commission. These funds are required to publish their daily net asset value and
to transact at that price. The mutual funds held by the Plan are deemed to be actively
traded.

Stable Value Fund—Composed primarily of fully benefit-responsive investment contracts
and is reported at fair value using net asset value (NAV) as a practical expedient. The
stable value fund calculates NAV per share in a manner consistent with the measurement
principles in FASB Accounting Standards Codification Topic 946 Financial Services—
Investment Companies. Those measurement principles indicate that, in the determination
of a stable value fund’s NAV, the relevant measurement is net assets which include the
fully benefit investment contracts held by the fund at contract value. This NAV represents
the Plan’s fair value since this is the NAV at which the Plan transacts with the fund. This
practical expedient is not used when it is determined to be probable that the fund will sell
the investment for an amount different than the reported NAV.

Participant transactions (purchases and sales) may occur daily. If the Plan initiates a full
redemption of the stable value fund, the issuer reserves the right to temporarily delay
withdrawal from the fund in order to ensure that securities liquidations will be carried out
in an orderly business manner.

Collective Trust Fund—Valued at the NAV of units of a bank collective trust. The NAV as
provided by the trustee, is used as a practical expedient to estimate fair value. The NAV is
based on the fair value of the underlying investments held by the fund less its liabilities.
This practical expedient is not used when it is determined to be probable that the fund will
sell the investment for an amount different than the reported NAV. Participant transactions
(purchased and sales) may occur daily. Were the Plan to initiate a full redemption of the
collective trust, the investment advisor reserves the right to temporarily delay withdrawal
from the trust in order to ensure that securities liquidations will be carried out in an orderly
business manner.



The following table sets forth by level within the fair value hierarchy a summary of the
Plan’s investments measured at fair value on a recurring basis at December 31, 2016.

Active Markets Other Significant
for Identical Observable Unobservable

Assets Inputs Inputs 2016

(Level 1) (Level 2) (Level 3) Total

Mutual funds $30,732 $ - $ - $30,732

Total $30,732 $ - $ - 30,732
Investments measured at NAV:

Common and collective funds 24,686

Stable value fund 3,935

Total investments $59,353

Transfers between Levels—The availability of observable market data is monitored to
assess the appropriate classification of financial instruments within the fair value hierarchy.
Changes in economic conditions or model-based valuation techniques may require the
transfer of financial instruments from one fair value level to another. In such instances, the
transfer is reported at the beginning of the reporting period.

The significance of transfers between levels is evaluated based upon the nature of the
financial instrument and size of the transfer relative to total net assets available for
benefits. For the year ended December 31, 2016 there were no transfers between levels.

NET ASSET VALUE (NAV) PER SHARE

The following table sets forth a summary of the Plan’s investments with a reported NAV at
December 31, 2016.

Fair Value Estimated Using Net Asset Value per Share
December 31, 2016

Other Redemption
Unfunded Redemption Redemption Notice
Investment Fair Value® Commitment Frequency Restrictions Period
Stable value fund D $ 3,935 $ - Daily Generally none”™  1-6 days
Common and collective funds 24,686 - Daily Generally none”™  1-6 days

Total $28,621 $ -

*

The fair value of the investment has been estimated using the NAV of the investment.
** Subject to applicable legal and regulatory restrictions, Wells Fargo may impose

reasonable notice requirements at its discretion, and may suspend redemption
privileges or postpone the date of payment of redemption proceeds indefinitely.

-10 -



STABLE VALUE FUND

The Stable Value Fund D (the “Fund”) is a collective investment fund managed and
trusteed by Wells Fargo Bank, N.A. (“Wells Fargo”) as advised by Galliard Capital
Management, Inc. (“Galliard”), a wholly owned subsidiary of Wells Fargo and a registered
investment advisor and fiduciary under ERISA Section 3(21). The beneficial interest of
each participant is represented by units. Units are issued and redeemed daily at the Fund’s
NAV.

Participants ordinarily may direct either the withdrawal or transfer of all or a portion of
their investment at contract value. Contract value represents contributions made to the
Fund, plus earnings, less participant withdrawals and administrative expenses. The Fund
imposes certain restrictions on the Plan, and the Fund itself may be subject to
circumstances that affect its ability to transact at contract value as described in the
following paragraphs. Plan management believes that the occurrence of events that would
cause the fund to transact at less than contract value is not probable.

Limitations on the Ability of the Fund to Transact at Contract Value

Restrictions on the Plan—Participant-initiated transactions are those transactions
allowed by the Plan, including withdrawals for benefits, loans, or transfers to noncompeting
funds within a plan, but excluding withdrawals that are deemed to be caused by the
actions of the Plan Sponsor. The following employer-initiated events may limit the ability of
the Fund to transact at contract value:

. A failure of the Plan or its trust to qualify for exemption from federal income taxes or
any required prohibited transaction exemption under ERISA

. Any communication given to Plan participants designed to influence a participant not
to invest in the Fund or to transfer assets out of the Fund

- The establishment of a defined contribution plan that competes with the Plan for
employee contributions

- Complete or partial termination of the Plan or its merger with another plan

Circumstances That Affect the Fund—The Fund invests in assets, typically fixed income
securities or bond funds, and enters into “wrapper” contracts issued by third parties. A
wrap contract is an agreement by another party, such as a bank or insurance company to
make payments to the Fund in certain circumstances. Wrap contracts are designed to allow
a stable value portfolio to maintain a constant NAV and protect a portfolio in extreme
circumstances. In a typical wrap contract, the wrap issuer agrees to pay a portfolio the
difference between the contract value and the market value of the underlying assets once
the market value has been totally exhausted.

The wrap contracts generally contain provisions that limit the ability of the Fund to transact
at contract value upon the occurrence of certain events. These events include:

. Any substantive modification of the Fund or the administration of the Fund that is not
consented to by the wrap issuer

< Any change in law, regulation, or administrative ruling applicable to a plan that could
have a material adverse effect on the Fund’s cash flow

-11 -



. Fraudulent or other material misrepresentations made to the investment contract
provider

- Employer-initiated transactions by participating plans as described above

In the event that wrap contracts fail to perform as intended, the Fund’s NAV may decline if
the market value of its assets declines. The Fund’s ability to receive amounts due pursuant
to these wrap contracts is dependent on the third-party issuer’s ability to meet their
financial obligations. The wrap issuer’s ability to meet its contractual obligations under the
wrap contracts may be affected by future economic and regulatory developments.

The Fund is unlikely to maintain a stable NAV if, for any reason, it cannot obtain or
maintain wrap contracts covering all of its underlying assets. This could result from the
Fund’s inability to promptly find a replacement wrap contract following termination of a
wrap contract. Wrap contracts are not transferable and have no trading market. There are
a limited number of wrap issuers. The Fund may lose the benefit of wrap contracts on any
portion of its assets in default in excess of a certain percentage of portfolio assets.

EXEMPT PARTY-IN-INTEREST TRANSACTIONS

The Plan allows for transactions with certain parties who may perform services or have
fiduciary responsibilities to the Plan. Certain plan investments are shares of various
common and collective funds and mutual funds that are managed by Wells Fargo Bank,
N.A., who has been designated trustee. Fees paid for investment management services
were included as a reduction of the return earned on each fund. The Plan issues loans to
participants, which are secured by the vested balances in the participants’ accounts.

PLAN TERMINATION

Although it has not expressed any intention to do so, the Company has the right under the
Plan to discontinue its contributions at any time and to terminate the Plan subject to the
provisions set forth in ERISA.

FEDERAL INCOME TAX STATUS

The Plan uses a volume submitter plan document sponsored by Wells Fargo Bank, N.A.
Wells Fargo Bank, N.A. received an opinion letter from the Internal Revenue Service
(“IRS”) dated March 31, 2014, which states that the volume submitter plan satisfied the
applicable provisions of the IRS. The Plan itself has not received a determination letter
from the IRS. The Company and Plan management believe that the Plan is currently
designed and operated in compliance with the applicable requirements of the IRC and the
Plan and the related trust continue to be tax-exempt. Therefore, no provision for income
taxes has been included in the Plan’s financial statements.

GAAP requires Plan management to evaluate tax positions taken by the Plan and recognize
a tax liability (or asset) if the Plan has taken an uncertain position that more likely than
not would not be sustained upon examination by the U.S. federal, state, or local tax
authorities. The Plan Administrator has analyzed the tax positions taken by the Plan and
concluded that as of December 31, 2016 there are no uncertain tax positions taken or
expected to be taken that would require recognition as a liability (or asset) or disclosure in
the financial statements. The Plan is subject to routine audits by taxing jurisdictions;
however, there are currently no audits for any tax periods in progress.

-12 -



10. RECONCILIATION OF FINANCIAL STATEMENTS TO FORM 5500

The following is a reconciliation of net assets available for benefits per the financial
statements to the Form 5500 as of December 31, 2016:

Net assets available for benefits per the financial statements $60,363
Participant contributions receivable (195)
Employer contributions receivable (213)
Net assets available for benefits per Form 5500 $59,955

For the year ended December 31, 2016, the following is a reconciliation of contributions
per the financial statements to the Form 5500:

Total participant contributions per the financial statements $6,335
Deduct participant contributions receivable—December 31, 2016 (195)
Total participant contributions per the Form 5500 $6,140
Employer’s match contribution per the financial statements $3,606
Deduct employer contributions receivable—December 31, 2016 (213)
Total employer contributions per the Form 5500 $3,393

11. NONEXEMPT PARTY-IN-INTEREST TRANSACTION

The Company has not remitted participant contributions of $3.8 to the trustee as of
January 22, 2018, the date the financial statements were available to be issued, which is
later than required by Department of Labor (DOL) Regulation 2510.3-102. The Company
will file Form 5330 with the IRS and will pay the required excise tax on the transaction. In
addition, participant accounts will be credited with the amount of investment income that
would have been earned had the participant contribution been remitted on a timely basis.

* X X X X Kk
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SUPPLEMENTAL SCHEDULES
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KLX INC. RETIREMENT PLAN

EMPLOYER ID NO: 47-1639172
PLAN NO: 001

FORM 5500, SCHEDULE H, PART 1V, LINE 4i—SCHEDULE OF ASSETS
(HELD AT END OF YEAR)

AS OF DECEMBER 31, 2016

(In thousands)

(€)) (b) Identity of Issue, Borrower, Lessor or (c) Description of Investment, (d) Cost (e ) Current
Similar Party Including Maturity Date, Value
Rate of Interest, Collateral,
Par or Maturity Value

* Stable Value Fund D Stable value fund—collective
investment fund *x $ 3,935
* WF/Blackrock S&P Midcap Index CIT N Collective investment fund xx 3,688
* WF/Blackrock S&P 500 Index CIT N Collective investment fund xx 12,146
* WEF/Blackrock US AGG Bond Index CIT N Collective investment fund holad 8,852
American Funds EUROPAC GRTH R6 Mutual fund *x 2,633
Delaware Value Fund CL | Mutual fund *x 3,627
Eagle Mid Cap Growth Fund-R6 Mutual fund ** 1,719
Harbor Capital APRCTION-INST Mutual fund ** 2,143
Vanguard Small Cap Index FD-ADM Mutual fund olal 2,230
Vanguard Total INT ST IDX-AD Mutual fund Fox 7,672
Metropolitan West T/R BD-PLN Mutual fund foled 2,422
American Balanced Fund-R6 Mutual fund *x 4,336
* WF Small Cap OPPOR FD-ADMIN Mutual fund *x 2,143
* WF Special M/C VAL ADM Mutual fund *x 1,807
* Various participants Participant loans (maturing
2017 to 2026 at interest rates *x
of 4.25% to 9.25%) 602

$59,955
* Party-in-interest

** Cost information is not required for participant-directed investments and therefore is not included.

See accompanying Independent Auditors’ Report.
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KLX INC. RETIREMENT PLAN

EMPLOYER ID NO: 47-1639172
PLAN NO: 001

FORM 5500, SCHEDULE H, PART 1V, QUESTION 4a—SCHEDULE OF
DELINQUENT PARTICIPANT CONTRIBUTIONS

FOR THE YEAR BEGINNING JANUARY 1, 2016 (DATE OF INCEPTION)
TO DECEMBER 31, 2016

Total That Constitute Nonexempt

Prohibited Transactions Total Fully
Contributions Corrected
Contributions Contributions Pending under VFCP
Not Corrected Correction and PTE
Corrected Outside VFCP in VFCP 2002-51
Participant contributions transferred
late to the Plan $ 3,758 $ - $ - $ -

See accompanying Independent Auditors’ Report.
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INDEPENDENT AUDITORS’ REPORT

To the Benefits Committee and Participants of the
KLX Inc. Retirement Plan
Wellington, Florida

Report on the Financial Statements

We were engaged to audit the accompanying financial statements of KLX Inc. Retirement
Plan (the “Plan™), which comprise the statement of net assets available for benefits as of
December 31, 2016, and the related statement of changes in net assets available for
benefits for the year beginning January 1, 2016 (date of inception) to December 31, 2016,
and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with accounting principles generally accepted in the United States
of America; this includes the design, implementation, and maintenance of internal control
relevant to the preparation and fair presentation of 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 financial statements based on
conducting the audit in accordance with auditing standards generally accepted in the United
States of America. Because of the matter described in the Basis for Disclaimer of Opinion
paragraph, however, we were not able to obtain sufficient appropriate audit evidence to
provide a basis for an audit opinion.

Basis for Disclaimer of Opinion

As permitted by 29 CFR 2520.103-8 of the Department of Labor’s Rules and Regulations for
Reporting and Disclosure under the Employee Retirement Income Security Act of 1974, the
Plan administrator instructed us not to perform, and we did not perform, any auditing
procedures with respect to the information summarized in Note 3, which was certified by
Wells Fargo Bank, N.A., the trustee of the Plan, except for comparing such information with
the related information included in the financial statements. We have been informed by the
Plan administrator that the trustee holds the Plan’s investment assets and executes
investment transactions. The Plan administrator has obtained certifications from the trustee
as of December 31, 2016, and for the year beginning January 1, 2016 (date of inception) to
December 31, 2016, that the information provided to the Plan administrator by the trustee
is complete and accurate.



Disclaimer of Opinion

Because of the significance of the matter described in the Basis for Disclaimer of Opinion
paragraph, we have not been able to obtain sufficient appropriate audit evidence to provide
a basis for an audit opinion. Accordingly, we do not express an opinion on these financial
statements.

Other Matter

The supplemental schedules listed in the Table of Contents are required by the Department
of Labor’s Rules and Regulations for Reporting and Disclosure under the Employee
Retirement Income Security Act of 1974 and are presented for the purpose of additional
analysis and are not a required part of the financial statements. Because of the significance
of the matter described in the Basis for Disclaimer of Opinion paragraph, we do not express
an opinion on these supplemental schedules.

Report on Form and Content in Compliance with Department of Labor Rules and
Regulations

The form and content of the information included in the financial statements and
supplemental schedules, other than that derived from the information certified by the
trustee, have been audited by us in accordance with auditing standards generally accepted
in the United States of America and, in our opinion, are presented in compliance with the
Department of Labor’s Rules and Regulations for Reporting and Disclosure under the
Employee Retirement Income Security Act of 1974.

Delritte + Grnede 2L
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KLX INC. RETIREMENT PLAN

STATEMENT OF NET ASSETS AVAILABLE FOR BENEFITS
AS OF DECEMBER 31, 2016
(In thousands)

ASSETS:
Investments—at fair value:
Common and collective funds $28,621
Mutual funds 30,732
Total investments 59,353

Receivables:

Notes receivable from participants 602
Employer contributions 213
Participant contributions 195
Total receivables 1,010

Total assets 60,363

NET ASSETS AVAILABLE FOR BENEFITS $60,363

See notes to financial statements.



KLX INC. RETIREMENT PLAN

STATEMENT OF CHANGES IN NET ASSETS AVAILABLE FOR BENEFITS
FOR THE YEAR BEGINNING JANUARY 1, 2016 (DATE OF INCEPTION)
TO DECEMBER 31, 2016

(In thousands)

ADDITIONS:
Contributions:
Participant contributions $ 6,335
Rollover contributions 3,496
Employer matching contributions 3,606
Total contributions 13,437

Investment Income:

Net appreciation in fair value of investments 4,457
Dividends 472
Other 18
Net investment income 4,947
Interest income on notes receivable from participants 24
Total additions 18,408
DEDUCTIONS:
Benefits paid to participants 7,070
Administrative expenses 41
Total deductions 7,111
INCREASE IN NET ASSETS BEFORE PLAN TRANSFERS 11,297
TRANSFER OF ASSETS FROM OTHER PLAN 50,070
TRANSFER OF ASSETS TO OTHER PLAN 1,004
INCREASE IN NET ASSETS 60,363

NET ASSETS AVAILABLE FOR BENEFITS:
Beginning of year -

End of year $60,363

See notes to financial statements.



KLX INC. RETIREMENT PLAN

NOTES TO FINANCIAL STATEMENTS

AS OF DECEMBER 31, 2016 AND FOR THE YEAR BEGINNING
JANUARY 1, 2016 (DATE OF INCEPTION) TO DECEMBER 31, 2016
(Dollars in thousands)

1. DESCRIPTION OF THE PLAN

The following description of the KLX Inc. Retirement Plan (the “Plan™) is provided for
general information purposes only. Participants should refer to the Plan document for a
more complete description of the Plan’s information.

General—Effective January 1, 2016, KLX Inc. (the “Company”) adopted the KLX Inc.
Retirement Plan. The Plan is a defined contribution plan designed to qualify under Internal
Revenue Code (the “IRC”) Sections 401(a) and 501(a), Section 401(k) for the cash or
deferred arrangement part of the Plan and Title 1 of Employee Retirement Income Security
Act of 1974 (“ERISA”). The Plan covers all full-time non-union employees who have
completed 30 days of employment. Before January 1, 2016, the Company adopted B/E
Aerospace, Inc. Savings Plan as a participating employer for the benefits of its eligible
employees. On January 5, 2016, the assets and liabilities related to the accounts of the
Plan’s participants of $50,070 were spun off from the B/E Aerospace, Inc. Savings Plan and
transferred to the Plan.

Wells Fargo Bank, N.A. acts as the trustee (“the Trustee”) for the Plan. Among other
duties, the Trustee disburses the Plan’s assets as directed by the Company and
participants, receives contributions, and invests and reinvests the assets of the Plan as
directed by the participants. The KLX Inc. Benefits Committee acts as the administrator for
the Plan.

On May 17, 2016, the Company acquired Herndon Products, Inc. (now KLX Aerospace
Solutions Defense, LLC) (“Herndon™) and Polygon Aerospace, LTD (now Polygon
Aerospace, LLC) (“Polygon”). All of the participants in the Herndon and

Polygon 401(k) Plans became 100 percent vested in that plan upon termination and were
provided the option to have their account balance rolled into any qualified plan (including
the Plan) or IRA or receive a lump sum distribution. An aggregate amount of $3,437 was
rolled into the Plan during the year ended December 31, 2016, and is included in rollover
contributions on the statement of changes in net assets available for benefits.

Contributions—Contributions to the Plan include (i) salary reduction contributions
authorized by participants, (ii) matching contributions made by the Company; and
(iii) participant rollovers from other plans.

Under the Plan, contributions are made on behalf of employees (participants) who choose
to defer a portion of their total gross pay as defined. The maximum contribution rate for
non-highly compensated participants is 100% of their gross pay. Participants could make
contributions of up to $18 for the year ended December 31, 2016. The Plan also allows all
employees who are at least age 50 or projected to attain age 50 before the close of the
Plan year to make catch-up contributions each year, which were limited to $6.0 for the
year ended December 31, 2016. Participants may also contribute amounts representing



distributions from other qualified defined benefit or defined contribution plans (rollovers).
The annual compensation limit under Code 8 401(a) (17) is $265.0 for 2016.

The Plan provides for employer-matching contributions of the participant’s contributions.
The matching contribution for the year ended December 31, 2016 equals the sum of 100%
of a participant’s elective contributions up to 3% of compensation plus 50% of elective
contributions for the year that exceed 3% of compensation for the year but do not exceed
5% of compensation for the year.

Participant Accounts—Individual accounts are maintained for each participant of the
Plan. Each participant’s account is credited with the participant’s contribution, related
employer matching contributions, rollover contributions and Plan earnings. Participant
accounts are also charged with withdrawals, Plan losses and administrative expenses for
distributions and loans. The benefit to which a participant is entitled is the benefit that can
be provided from the participant’s vested account.

Investments—Participants may direct the investment of their contributions and/or
account balances into various investment options offered by the Plan and may change
investments and transfer amounts between funds daily. Upon enrollment in the Plan, a
participant may direct employee and employer matching contributions into any of three
common collective trust funds (“CCT”), ten mutual funds and a stable value fund.

Vesting—~Participants are immediately vested in their contributions and the Company
matching contributions, plus actual earnings thereon.

Notes Receivable from Participants—Participants may borrow from their accounts a
minimum of $1.0 up to a maximum of the lesser of 50% of their vested account balances
or $50.0, subject to certain requirements as defined in the Plan document. Loans are
secured by an assignment of the participant’s vested interest in the Plan and bear interest
at a rate commensurate with local prevailing rates at the time funds are borrowed.
Principal and interest are paid ratably through payroll deductions. Loan terms shall not
exceed five years, unless the loan is to be used in conjunction with the purchase of the
principal residence of the participant. Participants may not have more than one loan
outstanding at any time. As of December 31, 2016, participant loans have maturities
through 2026 at interest rates ranging from 4.25% to 9.25%.

Payment of Benefits—Upon termination of service with the Company, disability or
retirement, a participant may generally elect to receive either a lump-sum amount or
installments equal to the value of the participant’s vested interest in his or her account. If
the value of the participant’s account is $5.0 or less, the Plan will immediately distribute
the entire amount of the participant’s account. Upon termination due to death, the Plan will
distribute the lump-sum value of the participant’s account to designated beneficiaries.

Participants are also eligible to make hardship withdrawals from their deferred
contributions in the event of certain financial hardships. Following a hardship withdrawal,
participants are not allowed to contribute to the Plan for a period of six months.

Forfeited Accounts—When certain terminations of participation in the Plan occur, the
nonvested portion of the participant’s account as defined by the Plan, represents a
forfeiture. The Plan document permits the use of forfeitures to reduce future employer
contributions or pay Plan administrative expenses. At December 31, 2016, forfeited
nonvested accounts totaled $0. During the year ended December 31, 2016, employer
contributions were reduced $34.2 from forfeited nonvested accounts.



SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Accounting—The accompanying financial statements have been prepared in
accordance with accounting principles generally accepted in the United States of America
(“GAAP”).

Use of Estimates—The preparation of financial statements in conformity with GAAP
requires management to make estimates and assumptions that affect the reported
amounts of assets, liabilities, and changes therein and disclosure of contingent assets and
liabilities. Actual results could differ from those estimates.

Risks and Uncertainties—The Plan provides various investment options to its
participants. Investment securities, in general, are exposed to various risks, such as
interest rate risk, credit risk, and overall market volatility. Due to the level of risk
associated with certain investment securities, it is reasonably possible that changes in the
values of investment securities will occur in the near term and that such change could
materially affect the value of the participants’ account balances and the amounts reported
in the financial statements.

Investment Valuation and Income Recognition—The Plan’s investments are stated at
fair value. Fair value of a financial instrument is the price that would be received to sell an
asset or paid to transfer a liability in an orderly transaction between market participants at
the measurement date. The Stable Value Fund D is reported at fair value using net asset
value (NAV). See Note 4 for discussion on fair value measurements.

Purchases and sales of securities are recorded on a trade-date basis. Interest income is
recorded on the accrual basis. Dividends are recorded on the ex-dividend date. Net
appreciation includes the Plan’s gains and losses on investments bought and sold as well as
held during the year.

Notes Receivable from Participants—Notes receivable from participants are measured
at their unpaid principal balance plus any accrued but unpaid interest. If a participant
ceases to make loan repayments and the participant loan is deemed in default, the
participant loan balance is recorded as distributions based on the terms of the Plan
document.

Administrative Expenses—Certain administrative expenses are paid by the Plan as
provided in the plan document. All investment management and transaction fees directly
related to the Plan investments are paid by Plan participants through a reduction in their
account balances and are not separately reflected. Participants pay administrative costs for
distributions and loans.

Payment of Benefits—Benefit payments to participants are recorded upon distribution.
There were no participants, who elected to withdraw from the Plan, that had not yet been
paid at December 31, 2016.

Subsequent Events—Subsequent events were evaluated through January 22, 2018, the
date the financial statements were available to be issued.



INFORMATION CERTIFIED BY THE TRUSTEE

The following is a summary of the unaudited information regarding the Plan as of
December 31, 2016 and for the year then ended, included in the Plan’s financial
statements and supplemental schedules, that was prepared by or derived from information
prepared by Wells Fargo Bank, N.A., the trustee of the Plan, and furnished to the Plan
administrator. The Plan administrator has obtained certifications from the trustee that such
information is complete and accurate.

Statements of Net Assets Available for Benefits 2016

Investments—at fair value:

Common and collective funds $28,621
Mutual funds 30,732
Notes receivable from participants 602
Total $59,955

Statement of Changes in Net Assets Available for Benefits

Net appreciation in fair value of investments $ 4,457
Dividends 472
Other 18

Supplemental schedules: All investment balances and information included in the
supplemental schedule of assets (held at end of year).

Notes 4, 5 and 6: All investment balances and investment information, excluding
the classification and level of investments in Note 4, Fair Value Measurement.

FAIR VALUE MEASUREMENTS

ASC 820, Fair Value Measurements and Disclosures, provides a framework for measuring
fair value. Fair value of a financial instrument is the price that would be received to sell an
asset or paid to transfer a liability in an orderly transaction between market participants at
the measurement date. That framework provides a fair value hierarchy that prioritizes the
inputs to valuation techniques used to measure fair value, as follows: Level 1, which refers
to securities valued using unadjusted quoted prices from active markets for identical
assets; Level 2, which refers to securities not traded on an active market but for which
observable market inputs are readily available; and Level 3, which refers to securities
valued based on significant unobservable inputs. Assets are classified in their entirety
based on the lowest level of input that is significant to the fair value measurement.



Asset Valuation Techniques—Valuation technologies maximize the use of relevant
observable inputs and minimize the use of unobservable inputs. The following is a
description of the valuation methodologies used for assets measured at fair value.

Mutual Funds—Valued at the daily closing price as reported by the fund. Mutual funds
held by the Plan are open-ended mutual funds that are registered with the Securities and
Exchange Commission. These funds are required to publish their daily net asset value and
to transact at that price. The mutual funds held by the Plan are deemed to be actively
traded.

Stable Value Fund—Composed primarily of fully benefit-responsive investment contracts
and is reported at fair value using net asset value (NAV) as a practical expedient. The
stable value fund calculates NAV per share in a manner consistent with the measurement
principles in FASB Accounting Standards Codification Topic 946 Financial Services—
Investment Companies. Those measurement principles indicate that, in the determination
of a stable value fund’s NAV, the relevant measurement is net assets which include the
fully benefit investment contracts held by the fund at contract value. This NAV represents
the Plan’s fair value since this is the NAV at which the Plan transacts with the fund. This
practical expedient is not used when it is determined to be probable that the fund will sell
the investment for an amount different than the reported NAV.

Participant transactions (purchases and sales) may occur daily. If the Plan initiates a full
redemption of the stable value fund, the issuer reserves the right to temporarily delay
withdrawal from the fund in order to ensure that securities liquidations will be carried out
in an orderly business manner.

Collective Trust Fund—Valued at the NAV of units of a bank collective trust. The NAV as
provided by the trustee, is used as a practical expedient to estimate fair value. The NAV is
based on the fair value of the underlying investments held by the fund less its liabilities.
This practical expedient is not used when it is determined to be probable that the fund will
sell the investment for an amount different than the reported NAV. Participant transactions
(purchased and sales) may occur daily. Were the Plan to initiate a full redemption of the
collective trust, the investment advisor reserves the right to temporarily delay withdrawal
from the trust in order to ensure that securities liquidations will be carried out in an orderly
business manner.



The following table sets forth by level within the fair value hierarchy a summary of the
Plan’s investments measured at fair value on a recurring basis at December 31, 2016.

Active Markets Other Significant
for Identical Observable Unobservable

Assets Inputs Inputs 2016

(Level 1) (Level 2) (Level 3) Total

Mutual funds $30,732 $ - $ - $30,732

Total $30,732 $ - $ - 30,732
Investments measured at NAV:

Common and collective funds 24,686

Stable value fund 3,935

Total investments $59,353

Transfers between Levels—The availability of observable market data is monitored to
assess the appropriate classification of financial instruments within the fair value hierarchy.
Changes in economic conditions or model-based valuation techniques may require the
transfer of financial instruments from one fair value level to another. In such instances, the
transfer is reported at the beginning of the reporting period.

The significance of transfers between levels is evaluated based upon the nature of the
financial instrument and size of the transfer relative to total net assets available for
benefits. For the year ended December 31, 2016 there were no transfers between levels.

NET ASSET VALUE (NAV) PER SHARE

The following table sets forth a summary of the Plan’s investments with a reported NAV at
December 31, 2016.

Fair Value Estimated Using Net Asset Value per Share
December 31, 2016

Other Redemption
Unfunded Redemption Redemption Notice
Investment Fair Value® Commitment Frequency Restrictions Period
Stable value fund D $ 3,935 $ - Daily Generally none”™  1-6 days
Common and collective funds 24,686 - Daily Generally none”™  1-6 days

Total $28,621 $ -

*

The fair value of the investment has been estimated using the NAV of the investment.
** Subject to applicable legal and regulatory restrictions, Wells Fargo may impose

reasonable notice requirements at its discretion, and may suspend redemption
privileges or postpone the date of payment of redemption proceeds indefinitely.

-10 -



STABLE VALUE FUND

The Stable Value Fund D (the “Fund”) is a collective investment fund managed and
trusteed by Wells Fargo Bank, N.A. (“Wells Fargo”) as advised by Galliard Capital
Management, Inc. (“Galliard”), a wholly owned subsidiary of Wells Fargo and a registered
investment advisor and fiduciary under ERISA Section 3(21). The beneficial interest of
each participant is represented by units. Units are issued and redeemed daily at the Fund’s
NAV.

Participants ordinarily may direct either the withdrawal or transfer of all or a portion of
their investment at contract value. Contract value represents contributions made to the
Fund, plus earnings, less participant withdrawals and administrative expenses. The Fund
imposes certain restrictions on the Plan, and the Fund itself may be subject to
circumstances that affect its ability to transact at contract value as described in the
following paragraphs. Plan management believes that the occurrence of events that would
cause the fund to transact at less than contract value is not probable.

Limitations on the Ability of the Fund to Transact at Contract Value

Restrictions on the Plan—Participant-initiated transactions are those transactions
allowed by the Plan, including withdrawals for benefits, loans, or transfers to noncompeting
funds within a plan, but excluding withdrawals that are deemed to be caused by the
actions of the Plan Sponsor. The following employer-initiated events may limit the ability of
the Fund to transact at contract value:

. A failure of the Plan or its trust to qualify for exemption from federal income taxes or
any required prohibited transaction exemption under ERISA

. Any communication given to Plan participants designed to influence a participant not
to invest in the Fund or to transfer assets out of the Fund

- The establishment of a defined contribution plan that competes with the Plan for
employee contributions

- Complete or partial termination of the Plan or its merger with another plan

Circumstances That Affect the Fund—The Fund invests in assets, typically fixed income
securities or bond funds, and enters into “wrapper” contracts issued by third parties. A
wrap contract is an agreement by another party, such as a bank or insurance company to
make payments to the Fund in certain circumstances. Wrap contracts are designed to allow
a stable value portfolio to maintain a constant NAV and protect a portfolio in extreme
circumstances. In a typical wrap contract, the wrap issuer agrees to pay a portfolio the
difference between the contract value and the market value of the underlying assets once
the market value has been totally exhausted.

The wrap contracts generally contain provisions that limit the ability of the Fund to transact
at contract value upon the occurrence of certain events. These events include:

. Any substantive modification of the Fund or the administration of the Fund that is not
consented to by the wrap issuer

< Any change in law, regulation, or administrative ruling applicable to a plan that could
have a material adverse effect on the Fund’s cash flow
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. Fraudulent or other material misrepresentations made to the investment contract
provider

- Employer-initiated transactions by participating plans as described above

In the event that wrap contracts fail to perform as intended, the Fund’s NAV may decline if
the market value of its assets declines. The Fund’s ability to receive amounts due pursuant
to these wrap contracts is dependent on the third-party issuer’s ability to meet their
financial obligations. The wrap issuer’s ability to meet its contractual obligations under the
wrap contracts may be affected by future economic and regulatory developments.

The Fund is unlikely to maintain a stable NAV if, for any reason, it cannot obtain or
maintain wrap contracts covering all of its underlying assets. This could result from the
Fund’s inability to promptly find a replacement wrap contract following termination of a
wrap contract. Wrap contracts are not transferable and have no trading market. There are
a limited number of wrap issuers. The Fund may lose the benefit of wrap contracts on any
portion of its assets in default in excess of a certain percentage of portfolio assets.

EXEMPT PARTY-IN-INTEREST TRANSACTIONS

The Plan allows for transactions with certain parties who may perform services or have
fiduciary responsibilities to the Plan. Certain plan investments are shares of various
common and collective funds and mutual funds that are managed by Wells Fargo Bank,
N.A., who has been designated trustee. Fees paid for investment management services
were included as a reduction of the return earned on each fund. The Plan issues loans to
participants, which are secured by the vested balances in the participants’ accounts.

PLAN TERMINATION

Although it has not expressed any intention to do so, the Company has the right under the
Plan to discontinue its contributions at any time and to terminate the Plan subject to the
provisions set forth in ERISA.

FEDERAL INCOME TAX STATUS

The Plan uses a volume submitter plan document sponsored by Wells Fargo Bank, N.A.
Wells Fargo Bank, N.A. received an opinion letter from the Internal Revenue Service
(“IRS”) dated March 31, 2014, which states that the volume submitter plan satisfied the
applicable provisions of the IRS. The Plan itself has not received a determination letter
from the IRS. The Company and Plan management believe that the Plan is currently
designed and operated in compliance with the applicable requirements of the IRC and the
Plan and the related trust continue to be tax-exempt. Therefore, no provision for income
taxes has been included in the Plan’s financial statements.

GAAP requires Plan management to evaluate tax positions taken by the Plan and recognize
a tax liability (or asset) if the Plan has taken an uncertain position that more likely than
not would not be sustained upon examination by the U.S. federal, state, or local tax
authorities. The Plan Administrator has analyzed the tax positions taken by the Plan and
concluded that as of December 31, 2016 there are no uncertain tax positions taken or
expected to be taken that would require recognition as a liability (or asset) or disclosure in
the financial statements. The Plan is subject to routine audits by taxing jurisdictions;
however, there are currently no audits for any tax periods in progress.

-12 -



10. RECONCILIATION OF FINANCIAL STATEMENTS TO FORM 5500

The following is a reconciliation of net assets available for benefits per the financial
statements to the Form 5500 as of December 31, 2016:

Net assets available for benefits per the financial statements $60,363
Participant contributions receivable (195)
Employer contributions receivable (213)
Net assets available for benefits per Form 5500 $59,955

For the year ended December 31, 2016, the following is a reconciliation of contributions
per the financial statements to the Form 5500:

Total participant contributions per the financial statements $6,335
Deduct participant contributions receivable—December 31, 2016 (195)
Total participant contributions per the Form 5500 $6,140
Employer’s match contribution per the financial statements $3,606
Deduct employer contributions receivable—December 31, 2016 (213)
Total employer contributions per the Form 5500 $3,393

11. NONEXEMPT PARTY-IN-INTEREST TRANSACTION

The Company has not remitted participant contributions of $3.8 to the trustee as of
January 22, 2018, the date the financial statements were available to be issued, which is
later than required by Department of Labor (DOL) Regulation 2510.3-102. The Company
will file Form 5330 with the IRS and will pay the required excise tax on the transaction. In
addition, participant accounts will be credited with the amount of investment income that
would have been earned had the participant contribution been remitted on a timely basis.

* X X X X Kk
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SUPPLEMENTAL SCHEDULES
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KLX INC. RETIREMENT PLAN

EMPLOYER ID NO: 47-1639172
PLAN NO: 001

FORM 5500, SCHEDULE H, PART 1V, LINE 4i—SCHEDULE OF ASSETS
(HELD AT END OF YEAR)

AS OF DECEMBER 31, 2016

(In thousands)

(€)) (b) Identity of Issue, Borrower, Lessor or (c) Description of Investment, (d) Cost (e ) Current
Similar Party Including Maturity Date, Value
Rate of Interest, Collateral,
Par or Maturity Value

* Stable Value Fund D Stable value fund—collective
investment fund *x $ 3,935
* WF/Blackrock S&P Midcap Index CIT N Collective investment fund xx 3,688
* WF/Blackrock S&P 500 Index CIT N Collective investment fund xx 12,146
* WEF/Blackrock US AGG Bond Index CIT N Collective investment fund holad 8,852
American Funds EUROPAC GRTH R6 Mutual fund *x 2,633
Delaware Value Fund CL | Mutual fund *x 3,627
Eagle Mid Cap Growth Fund-R6 Mutual fund ** 1,719
Harbor Capital APRCTION-INST Mutual fund ** 2,143
Vanguard Small Cap Index FD-ADM Mutual fund olal 2,230
Vanguard Total INT ST IDX-AD Mutual fund Fox 7,672
Metropolitan West T/R BD-PLN Mutual fund foled 2,422
American Balanced Fund-R6 Mutual fund *x 4,336
* WF Small Cap OPPOR FD-ADMIN Mutual fund *x 2,143
* WF Special M/C VAL ADM Mutual fund *x 1,807
* Various participants Participant loans (maturing
2017 to 2026 at interest rates *x
of 4.25% to 9.25%) 602

$59,955
* Party-in-interest

** Cost information is not required for participant-directed investments and therefore is not included.

See accompanying Independent Auditors’ Report.
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KLX INC. RETIREMENT PLAN

EMPLOYER ID NO: 47-1639172
PLAN NO: 001

FORM 5500, SCHEDULE H, PART 1V, QUESTION 4a—SCHEDULE OF
DELINQUENT PARTICIPANT CONTRIBUTIONS

FOR THE YEAR BEGINNING JANUARY 1, 2016 (DATE OF INCEPTION)
TO DECEMBER 31, 2016

Total That Constitute Nonexempt

Prohibited Transactions Total Fully
Contributions Corrected
Contributions Contributions Pending under VFCP
Not Corrected Correction and PTE
Corrected Outside VFCP in VFCP 2002-51
Participant contributions transferred
late to the Plan $ 3,758 $ - $ - $ -

See accompanying Independent Auditors’ Report.
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INDEPENDENT AUDITORS’ REPORT

To the Benefits Committee and Participants of the
KLX Inc. Retirement Plan
Wellington, Florida

Report on the Financial Statements

We were engaged to audit the accompanying financial statements of KLX Inc. Retirement
Plan (the “Plan™), which comprise the statement of net assets available for benefits as of
December 31, 2016, and the related statement of changes in net assets available for
benefits for the year beginning January 1, 2016 (date of inception) to December 31, 2016,
and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with accounting principles generally accepted in the United States
of America; this includes the design, implementation, and maintenance of internal control
relevant to the preparation and fair presentation of 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 financial statements based on
conducting the audit in accordance with auditing standards generally accepted in the United
States of America. Because of the matter described in the Basis for Disclaimer of Opinion
paragraph, however, we were not able to obtain sufficient appropriate audit evidence to
provide a basis for an audit opinion.

Basis for Disclaimer of Opinion

As permitted by 29 CFR 2520.103-8 of the Department of Labor’s Rules and Regulations for
Reporting and Disclosure under the Employee Retirement Income Security Act of 1974, the
Plan administrator instructed us not to perform, and we did not perform, any auditing
procedures with respect to the information summarized in Note 3, which was certified by
Wells Fargo Bank, N.A., the trustee of the Plan, except for comparing such information with
the related information included in the financial statements. We have been informed by the
Plan administrator that the trustee holds the Plan’s investment assets and executes
investment transactions. The Plan administrator has obtained certifications from the trustee
as of December 31, 2016, and for the year beginning January 1, 2016 (date of inception) to
December 31, 2016, that the information provided to the Plan administrator by the trustee
is complete and accurate.



Disclaimer of Opinion

Because of the significance of the matter described in the Basis for Disclaimer of Opinion
paragraph, we have not been able to obtain sufficient appropriate audit evidence to provide
a basis for an audit opinion. Accordingly, we do not express an opinion on these financial
statements.

Other Matter

The supplemental schedules listed in the Table of Contents are required by the Department
of Labor’s Rules and Regulations for Reporting and Disclosure under the Employee
Retirement Income Security Act of 1974 and are presented for the purpose of additional
analysis and are not a required part of the financial statements. Because of the significance
of the matter described in the Basis for Disclaimer of Opinion paragraph, we do not express
an opinion on these supplemental schedules.

Report on Form and Content in Compliance with Department of Labor Rules and
Regulations

The form and content of the information included in the financial statements and
supplemental schedules, other than that derived from the information certified by the
trustee, have been audited by us in accordance with auditing standards generally accepted
in the United States of America and, in our opinion, are presented in compliance with the
Department of Labor’s Rules and Regulations for Reporting and Disclosure under the
Employee Retirement Income Security Act of 1974.

Delritte + Grnede 2L

January 22, 2018



KLX INC. RETIREMENT PLAN

STATEMENT OF NET ASSETS AVAILABLE FOR BENEFITS
AS OF DECEMBER 31, 2016
(In thousands)

ASSETS:
Investments—at fair value:
Common and collective funds $28,621
Mutual funds 30,732
Total investments 59,353

Receivables:

Notes receivable from participants 602
Employer contributions 213
Participant contributions 195
Total receivables 1,010

Total assets 60,363

NET ASSETS AVAILABLE FOR BENEFITS $60,363

See notes to financial statements.



KLX INC. RETIREMENT PLAN

STATEMENT OF CHANGES IN NET ASSETS AVAILABLE FOR BENEFITS
FOR THE YEAR BEGINNING JANUARY 1, 2016 (DATE OF INCEPTION)
TO DECEMBER 31, 2016

(In thousands)

ADDITIONS:
Contributions:
Participant contributions $ 6,335
Rollover contributions 3,496
Employer matching contributions 3,606
Total contributions 13,437

Investment Income:

Net appreciation in fair value of investments 4,457
Dividends 472
Other 18
Net investment income 4,947
Interest income on notes receivable from participants 24
Total additions 18,408
DEDUCTIONS:
Benefits paid to participants 7,070
Administrative expenses 41
Total deductions 7,111
INCREASE IN NET ASSETS BEFORE PLAN TRANSFERS 11,297
TRANSFER OF ASSETS FROM OTHER PLAN 50,070
TRANSFER OF ASSETS TO OTHER PLAN 1,004
INCREASE IN NET ASSETS 60,363

NET ASSETS AVAILABLE FOR BENEFITS:
Beginning of year -

End of year $60,363

See notes to financial statements.



KLX INC. RETIREMENT PLAN

NOTES TO FINANCIAL STATEMENTS

AS OF DECEMBER 31, 2016 AND FOR THE YEAR BEGINNING
JANUARY 1, 2016 (DATE OF INCEPTION) TO DECEMBER 31, 2016
(Dollars in thousands)

1. DESCRIPTION OF THE PLAN

The following description of the KLX Inc. Retirement Plan (the “Plan™) is provided for
general information purposes only. Participants should refer to the Plan document for a
more complete description of the Plan’s information.

General—Effective January 1, 2016, KLX Inc. (the “Company”) adopted the KLX Inc.
Retirement Plan. The Plan is a defined contribution plan designed to qualify under Internal
Revenue Code (the “IRC”) Sections 401(a) and 501(a), Section 401(k) for the cash or
deferred arrangement part of the Plan and Title 1 of Employee Retirement Income Security
Act of 1974 (“ERISA”). The Plan covers all full-time non-union employees who have
completed 30 days of employment. Before January 1, 2016, the Company adopted B/E
Aerospace, Inc. Savings Plan as a participating employer for the benefits of its eligible
employees. On January 5, 2016, the assets and liabilities related to the accounts of the
Plan’s participants of $50,070 were spun off from the B/E Aerospace, Inc. Savings Plan and
transferred to the Plan.

Wells Fargo Bank, N.A. acts as the trustee (“the Trustee”) for the Plan. Among other
duties, the Trustee disburses the Plan’s assets as directed by the Company and
participants, receives contributions, and invests and reinvests the assets of the Plan as
directed by the participants. The KLX Inc. Benefits Committee acts as the administrator for
the Plan.

On May 17, 2016, the Company acquired Herndon Products, Inc. (now KLX Aerospace
Solutions Defense, LLC) (“Herndon™) and Polygon Aerospace, LTD (now Polygon
Aerospace, LLC) (“Polygon”). All of the participants in the Herndon and

Polygon 401(k) Plans became 100 percent vested in that plan upon termination and were
provided the option to have their account balance rolled into any qualified plan (including
the Plan) or IRA or receive a lump sum distribution. An aggregate amount of $3,437 was
rolled into the Plan during the year ended December 31, 2016, and is included in rollover
contributions on the statement of changes in net assets available for benefits.

Contributions—Contributions to the Plan include (i) salary reduction contributions
authorized by participants, (ii) matching contributions made by the Company; and
(iii) participant rollovers from other plans.

Under the Plan, contributions are made on behalf of employees (participants) who choose
to defer a portion of their total gross pay as defined. The maximum contribution rate for
non-highly compensated participants is 100% of their gross pay. Participants could make
contributions of up to $18 for the year ended December 31, 2016. The Plan also allows all
employees who are at least age 50 or projected to attain age 50 before the close of the
Plan year to make catch-up contributions each year, which were limited to $6.0 for the
year ended December 31, 2016. Participants may also contribute amounts representing



distributions from other qualified defined benefit or defined contribution plans (rollovers).
The annual compensation limit under Code 8 401(a) (17) is $265.0 for 2016.

The Plan provides for employer-matching contributions of the participant’s contributions.
The matching contribution for the year ended December 31, 2016 equals the sum of 100%
of a participant’s elective contributions up to 3% of compensation plus 50% of elective
contributions for the year that exceed 3% of compensation for the year but do not exceed
5% of compensation for the year.

Participant Accounts—Individual accounts are maintained for each participant of the
Plan. Each participant’s account is credited with the participant’s contribution, related
employer matching contributions, rollover contributions and Plan earnings. Participant
accounts are also charged with withdrawals, Plan losses and administrative expenses for
distributions and loans. The benefit to which a participant is entitled is the benefit that can
be provided from the participant’s vested account.

Investments—Participants may direct the investment of their contributions and/or
account balances into various investment options offered by the Plan and may change
investments and transfer amounts between funds daily. Upon enrollment in the Plan, a
participant may direct employee and employer matching contributions into any of three
common collective trust funds (“CCT”), ten mutual funds and a stable value fund.

Vesting—~Participants are immediately vested in their contributions and the Company
matching contributions, plus actual earnings thereon.

Notes Receivable from Participants—Participants may borrow from their accounts a
minimum of $1.0 up to a maximum of the lesser of 50% of their vested account balances
or $50.0, subject to certain requirements as defined in the Plan document. Loans are
secured by an assignment of the participant’s vested interest in the Plan and bear interest
at a rate commensurate with local prevailing rates at the time funds are borrowed.
Principal and interest are paid ratably through payroll deductions. Loan terms shall not
exceed five years, unless the loan is to be used in conjunction with the purchase of the
principal residence of the participant. Participants may not have more than one loan
outstanding at any time. As of December 31, 2016, participant loans have maturities
through 2026 at interest rates ranging from 4.25% to 9.25%.

Payment of Benefits—Upon termination of service with the Company, disability or
retirement, a participant may generally elect to receive either a lump-sum amount or
installments equal to the value of the participant’s vested interest in his or her account. If
the value of the participant’s account is $5.0 or less, the Plan will immediately distribute
the entire amount of the participant’s account. Upon termination due to death, the Plan will
distribute the lump-sum value of the participant’s account to designated beneficiaries.

Participants are also eligible to make hardship withdrawals from their deferred
contributions in the event of certain financial hardships. Following a hardship withdrawal,
participants are not allowed to contribute to the Plan for a period of six months.

Forfeited Accounts—When certain terminations of participation in the Plan occur, the
nonvested portion of the participant’s account as defined by the Plan, represents a
forfeiture. The Plan document permits the use of forfeitures to reduce future employer
contributions or pay Plan administrative expenses. At December 31, 2016, forfeited
nonvested accounts totaled $0. During the year ended December 31, 2016, employer
contributions were reduced $34.2 from forfeited nonvested accounts.



SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Accounting—The accompanying financial statements have been prepared in
accordance with accounting principles generally accepted in the United States of America
(“GAAP”).

Use of Estimates—The preparation of financial statements in conformity with GAAP
requires management to make estimates and assumptions that affect the reported
amounts of assets, liabilities, and changes therein and disclosure of contingent assets and
liabilities. Actual results could differ from those estimates.

Risks and Uncertainties—The Plan provides various investment options to its
participants. Investment securities, in general, are exposed to various risks, such as
interest rate risk, credit risk, and overall market volatility. Due to the level of risk
associated with certain investment securities, it is reasonably possible that changes in the
values of investment securities will occur in the near term and that such change could
materially affect the value of the participants’ account balances and the amounts reported
in the financial statements.

Investment Valuation and Income Recognition—The Plan’s investments are stated at
fair value. Fair value of a financial instrument is the price that would be received to sell an
asset or paid to transfer a liability in an orderly transaction between market participants at
the measurement date. The Stable Value Fund D is reported at fair value using net asset
value (NAV). See Note 4 for discussion on fair value measurements.

Purchases and sales of securities are recorded on a trade-date basis. Interest income is
recorded on the accrual basis. Dividends are recorded on the ex-dividend date. Net
appreciation includes the Plan’s gains and losses on investments bought and sold as well as
held during the year.

Notes Receivable from Participants—Notes receivable from participants are measured
at their unpaid principal balance plus any accrued but unpaid interest. If a participant
ceases to make loan repayments and the participant loan is deemed in default, the
participant loan balance is recorded as distributions based on the terms of the Plan
document.

Administrative Expenses—Certain administrative expenses are paid by the Plan as
provided in the plan document. All investment management and transaction fees directly
related to the Plan investments are paid by Plan participants through a reduction in their
account balances and are not separately reflected. Participants pay administrative costs for
distributions and loans.

Payment of Benefits—Benefit payments to participants are recorded upon distribution.
There were no participants, who elected to withdraw from the Plan, that had not yet been
paid at December 31, 2016.

Subsequent Events—Subsequent events were evaluated through January 22, 2018, the
date the financial statements were available to be issued.



INFORMATION CERTIFIED BY THE TRUSTEE

The following is a summary of the unaudited information regarding the Plan as of
December 31, 2016 and for the year then ended, included in the Plan’s financial
statements and supplemental schedules, that was prepared by or derived from information
prepared by Wells Fargo Bank, N.A., the trustee of the Plan, and furnished to the Plan
administrator. The Plan administrator has obtained certifications from the trustee that such
information is complete and accurate.

Statements of Net Assets Available for Benefits 2016

Investments—at fair value:

Common and collective funds $28,621
Mutual funds 30,732
Notes receivable from participants 602
Total $59,955

Statement of Changes in Net Assets Available for Benefits

Net appreciation in fair value of investments $ 4,457
Dividends 472
Other 18

Supplemental schedules: All investment balances and information included in the
supplemental schedule of assets (held at end of year).

Notes 4, 5 and 6: All investment balances and investment information, excluding
the classification and level of investments in Note 4, Fair Value Measurement.

FAIR VALUE MEASUREMENTS

ASC 820, Fair Value Measurements and Disclosures, provides a framework for measuring
fair value. Fair value of a financial instrument is the price that would be received to sell an
asset or paid to transfer a liability in an orderly transaction between market participants at
the measurement date. That framework provides a fair value hierarchy that prioritizes the
inputs to valuation techniques used to measure fair value, as follows: Level 1, which refers
to securities valued using unadjusted quoted prices from active markets for identical
assets; Level 2, which refers to securities not traded on an active market but for which
observable market inputs are readily available; and Level 3, which refers to securities
valued based on significant unobservable inputs. Assets are classified in their entirety
based on the lowest level of input that is significant to the fair value measurement.



Asset Valuation Techniques—Valuation technologies maximize the use of relevant
observable inputs and minimize the use of unobservable inputs. The following is a
description of the valuation methodologies used for assets measured at fair value.

Mutual Funds—Valued at the daily closing price as reported by the fund. Mutual funds
held by the Plan are open-ended mutual funds that are registered with the Securities and
Exchange Commission. These funds are required to publish their daily net asset value and
to transact at that price. The mutual funds held by the Plan are deemed to be actively
traded.

Stable Value Fund—Composed primarily of fully benefit-responsive investment contracts
and is reported at fair value using net asset value (NAV) as a practical expedient. The
stable value fund calculates NAV per share in a manner consistent with the measurement
principles in FASB Accounting Standards Codification Topic 946 Financial Services—
Investment Companies. Those measurement principles indicate that, in the determination
of a stable value fund’s NAV, the relevant measurement is net assets which include the
fully benefit investment contracts held by the fund at contract value. This NAV represents
the Plan’s fair value since this is the NAV at which the Plan transacts with the fund. This
practical expedient is not used when it is determined to be probable that the fund will sell
the investment for an amount different than the reported NAV.

Participant transactions (purchases and sales) may occur daily. If the Plan initiates a full
redemption of the stable value fund, the issuer reserves the right to temporarily delay
withdrawal from the fund in order to ensure that securities liquidations will be carried out
in an orderly business manner.

Collective Trust Fund—Valued at the NAV of units of a bank collective trust. The NAV as
provided by the trustee, is used as a practical expedient to estimate fair value. The NAV is
based on the fair value of the underlying investments held by the fund less its liabilities.
This practical expedient is not used when it is determined to be probable that the fund will
sell the investment for an amount different than the reported NAV. Participant transactions
(purchased and sales) may occur daily. Were the Plan to initiate a full redemption of the
collective trust, the investment advisor reserves the right to temporarily delay withdrawal
from the trust in order to ensure that securities liquidations will be carried out in an orderly
business manner.



The following table sets forth by level within the fair value hierarchy a summary of the
Plan’s investments measured at fair value on a recurring basis at December 31, 2016.

Active Markets Other Significant
for Identical Observable Unobservable

Assets Inputs Inputs 2016

(Level 1) (Level 2) (Level 3) Total

Mutual funds $30,732 $ - $ - $30,732

Total $30,732 $ - $ - 30,732
Investments measured at NAV:

Common and collective funds 24,686

Stable value fund 3,935

Total investments $59,353

Transfers between Levels—The availability of observable market data is monitored to
assess the appropriate classification of financial instruments within the fair value hierarchy.
Changes in economic conditions or model-based valuation techniques may require the
transfer of financial instruments from one fair value level to another. In such instances, the
transfer is reported at the beginning of the reporting period.

The significance of transfers between levels is evaluated based upon the nature of the
financial instrument and size of the transfer relative to total net assets available for
benefits. For the year ended December 31, 2016 there were no transfers between levels.

NET ASSET VALUE (NAV) PER SHARE

The following table sets forth a summary of the Plan’s investments with a reported NAV at
December 31, 2016.

Fair Value Estimated Using Net Asset Value per Share
December 31, 2016

Other Redemption
Unfunded Redemption Redemption Notice
Investment Fair Value® Commitment Frequency Restrictions Period
Stable value fund D $ 3,935 $ - Daily Generally none”™  1-6 days
Common and collective funds 24,686 - Daily Generally none”™  1-6 days

Total $28,621 $ -

*

The fair value of the investment has been estimated using the NAV of the investment.
** Subject to applicable legal and regulatory restrictions, Wells Fargo may impose

reasonable notice requirements at its discretion, and may suspend redemption
privileges or postpone the date of payment of redemption proceeds indefinitely.
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STABLE VALUE FUND

The Stable Value Fund D (the “Fund”) is a collective investment fund managed and
trusteed by Wells Fargo Bank, N.A. (“Wells Fargo”) as advised by Galliard Capital
Management, Inc. (“Galliard”), a wholly owned subsidiary of Wells Fargo and a registered
investment advisor and fiduciary under ERISA Section 3(21). The beneficial interest of
each participant is represented by units. Units are issued and redeemed daily at the Fund’s
NAV.

Participants ordinarily may direct either the withdrawal or transfer of all or a portion of
their investment at contract value. Contract value represents contributions made to the
Fund, plus earnings, less participant withdrawals and administrative expenses. The Fund
imposes certain restrictions on the Plan, and the Fund itself may be subject to
circumstances that affect its ability to transact at contract value as described in the
following paragraphs. Plan management believes that the occurrence of events that would
cause the fund to transact at less than contract value is not probable.

Limitations on the Ability of the Fund to Transact at Contract Value

Restrictions on the Plan—Participant-initiated transactions are those transactions
allowed by the Plan, including withdrawals for benefits, loans, or transfers to noncompeting
funds within a plan, but excluding withdrawals that are deemed to be caused by the
actions of the Plan Sponsor. The following employer-initiated events may limit the ability of
the Fund to transact at contract value:

. A failure of the Plan or its trust to qualify for exemption from federal income taxes or
any required prohibited transaction exemption under ERISA

. Any communication given to Plan participants designed to influence a participant not
to invest in the Fund or to transfer assets out of the Fund

- The establishment of a defined contribution plan that competes with the Plan for
employee contributions

- Complete or partial termination of the Plan or its merger with another plan

Circumstances That Affect the Fund—The Fund invests in assets, typically fixed income
securities or bond funds, and enters into “wrapper” contracts issued by third parties. A
wrap contract is an agreement by another party, such as a bank or insurance company to
make payments to the Fund in certain circumstances. Wrap contracts are designed to allow
a stable value portfolio to maintain a constant NAV and protect a portfolio in extreme
circumstances. In a typical wrap contract, the wrap issuer agrees to pay a portfolio the
difference between the contract value and the market value of the underlying assets once
the market value has been totally exhausted.

The wrap contracts generally contain provisions that limit the ability of the Fund to transact
at contract value upon the occurrence of certain events. These events include:

. Any substantive modification of the Fund or the administration of the Fund that is not
consented to by the wrap issuer

< Any change in law, regulation, or administrative ruling applicable to a plan that could
have a material adverse effect on the Fund’s cash flow
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. Fraudulent or other material misrepresentations made to the investment contract
provider

- Employer-initiated transactions by participating plans as described above

In the event that wrap contracts fail to perform as intended, the Fund’s NAV may decline if
the market value of its assets declines. The Fund’s ability to receive amounts due pursuant
to these wrap contracts is dependent on the third-party issuer’s ability to meet their
financial obligations. The wrap issuer’s ability to meet its contractual obligations under the
wrap contracts may be affected by future economic and regulatory developments.

The Fund is unlikely to maintain a stable NAV if, for any reason, it cannot obtain or
maintain wrap contracts covering all of its underlying assets. This could result from the
Fund’s inability to promptly find a replacement wrap contract following termination of a
wrap contract. Wrap contracts are not transferable and have no trading market. There are
a limited number of wrap issuers. The Fund may lose the benefit of wrap contracts on any
portion of its assets in default in excess of a certain percentage of portfolio assets.

EXEMPT PARTY-IN-INTEREST TRANSACTIONS

The Plan allows for transactions with certain parties who may perform services or have
fiduciary responsibilities to the Plan. Certain plan investments are shares of various
common and collective funds and mutual funds that are managed by Wells Fargo Bank,
N.A., who has been designated trustee. Fees paid for investment management services
were included as a reduction of the return earned on each fund. The Plan issues loans to
participants, which are secured by the vested balances in the participants’ accounts.

PLAN TERMINATION

Although it has not expressed any intention to do so, the Company has the right under the
Plan to discontinue its contributions at any time and to terminate the Plan subject to the
provisions set forth in ERISA.

FEDERAL INCOME TAX STATUS

The Plan uses a volume submitter plan document sponsored by Wells Fargo Bank, N.A.
Wells Fargo Bank, N.A. received an opinion letter from the Internal Revenue Service
(“IRS”) dated March 31, 2014, which states that the volume submitter plan satisfied the
applicable provisions of the IRS. The Plan itself has not received a determination letter
from the IRS. The Company and Plan management believe that the Plan is currently
designed and operated in compliance with the applicable requirements of the IRC and the
Plan and the related trust continue to be tax-exempt. Therefore, no provision for income
taxes has been included in the Plan’s financial statements.

GAAP requires Plan management to evaluate tax positions taken by the Plan and recognize
a tax liability (or asset) if the Plan has taken an uncertain position that more likely than
not would not be sustained upon examination by the U.S. federal, state, or local tax
authorities. The Plan Administrator has analyzed the tax positions taken by the Plan and
concluded that as of December 31, 2016 there are no uncertain tax positions taken or
expected to be taken that would require recognition as a liability (or asset) or disclosure in
the financial statements. The Plan is subject to routine audits by taxing jurisdictions;
however, there are currently no audits for any tax periods in progress.
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10. RECONCILIATION OF FINANCIAL STATEMENTS TO FORM 5500

The following is a reconciliation of net assets available for benefits per the financial
statements to the Form 5500 as of December 31, 2016:

Net assets available for benefits per the financial statements $60,363
Participant contributions receivable (195)
Employer contributions receivable (213)
Net assets available for benefits per Form 5500 $59,955

For the year ended December 31, 2016, the following is a reconciliation of contributions
per the financial statements to the Form 5500:

Total participant contributions per the financial statements $6,335
Deduct participant contributions receivable—December 31, 2016 (195)
Total participant contributions per the Form 5500 $6,140
Employer’s match contribution per the financial statements $3,606
Deduct employer contributions receivable—December 31, 2016 (213)
Total employer contributions per the Form 5500 $3,393

11. NONEXEMPT PARTY-IN-INTEREST TRANSACTION

The Company has not remitted participant contributions of $3.8 to the trustee as of
January 22, 2018, the date the financial statements were available to be issued, which is
later than required by Department of Labor (DOL) Regulation 2510.3-102. The Company
will file Form 5330 with the IRS and will pay the required excise tax on the transaction. In
addition, participant accounts will be credited with the amount of investment income that
would have been earned had the participant contribution been remitted on a timely basis.

* X X X X Kk
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SUPPLEMENTAL SCHEDULES
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KLX INC. RETIREMENT PLAN

EMPLOYER ID NO: 47-1639172
PLAN NO: 001

FORM 5500, SCHEDULE H, PART 1V, LINE 4i—SCHEDULE OF ASSETS
(HELD AT END OF YEAR)

AS OF DECEMBER 31, 2016

(In thousands)

(€)) (b) Identity of Issue, Borrower, Lessor or (c) Description of Investment, (d) Cost (e ) Current
Similar Party Including Maturity Date, Value
Rate of Interest, Collateral,
Par or Maturity Value

* Stable Value Fund D Stable value fund—collective
investment fund *x $ 3,935
* WF/Blackrock S&P Midcap Index CIT N Collective investment fund xx 3,688
* WF/Blackrock S&P 500 Index CIT N Collective investment fund xx 12,146
* WEF/Blackrock US AGG Bond Index CIT N Collective investment fund holad 8,852
American Funds EUROPAC GRTH R6 Mutual fund *x 2,633
Delaware Value Fund CL | Mutual fund *x 3,627
Eagle Mid Cap Growth Fund-R6 Mutual fund ** 1,719
Harbor Capital APRCTION-INST Mutual fund ** 2,143
Vanguard Small Cap Index FD-ADM Mutual fund olal 2,230
Vanguard Total INT ST IDX-AD Mutual fund Fox 7,672
Metropolitan West T/R BD-PLN Mutual fund foled 2,422
American Balanced Fund-R6 Mutual fund *x 4,336
* WF Small Cap OPPOR FD-ADMIN Mutual fund *x 2,143
* WF Special M/C VAL ADM Mutual fund *x 1,807
* Various participants Participant loans (maturing
2017 to 2026 at interest rates *x
of 4.25% to 9.25%) 602

$59,955
* Party-in-interest

** Cost information is not required for participant-directed investments and therefore is not included.

See accompanying Independent Auditors’ Report.
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KLX INC. RETIREMENT PLAN

EMPLOYER ID NO: 47-1639172
PLAN NO: 001

FORM 5500, SCHEDULE H, PART 1V, QUESTION 4a—SCHEDULE OF
DELINQUENT PARTICIPANT CONTRIBUTIONS

FOR THE YEAR BEGINNING JANUARY 1, 2016 (DATE OF INCEPTION)
TO DECEMBER 31, 2016

Total That Constitute Nonexempt

Prohibited Transactions Total Fully
Contributions Corrected
Contributions Contributions Pending under VFCP
Not Corrected Correction and PTE
Corrected Outside VFCP in VFCP 2002-51
Participant contributions transferred
late to the Plan $ 3,758 $ - $ - $ -

See accompanying Independent Auditors’ Report.
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INDEPENDENT AUDITORS’ REPORT

To the Benefits Committee and Participants of the
KLX Inc. Retirement Plan
Wellington, Florida

Report on the Financial Statements

We were engaged to audit the accompanying financial statements of KLX Inc. Retirement
Plan (the “Plan™), which comprise the statement of net assets available for benefits as of
December 31, 2016, and the related statement of changes in net assets available for
benefits for the year beginning January 1, 2016 (date of inception) to December 31, 2016,
and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with accounting principles generally accepted in the United States
of America; this includes the design, implementation, and maintenance of internal control
relevant to the preparation and fair presentation of 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 financial statements based on
conducting the audit in accordance with auditing standards generally accepted in the United
States of America. Because of the matter described in the Basis for Disclaimer of Opinion
paragraph, however, we were not able to obtain sufficient appropriate audit evidence to
provide a basis for an audit opinion.

Basis for Disclaimer of Opinion

As permitted by 29 CFR 2520.103-8 of the Department of Labor’s Rules and Regulations for
Reporting and Disclosure under the Employee Retirement Income Security Act of 1974, the
Plan administrator instructed us not to perform, and we did not perform, any auditing
procedures with respect to the information summarized in Note 3, which was certified by
Wells Fargo Bank, N.A., the trustee of the Plan, except for comparing such information with
the related information included in the financial statements. We have been informed by the
Plan administrator that the trustee holds the Plan’s investment assets and executes
investment transactions. The Plan administrator has obtained certifications from the trustee
as of December 31, 2016, and for the year beginning January 1, 2016 (date of inception) to
December 31, 2016, that the information provided to the Plan administrator by the trustee
is complete and accurate.



Disclaimer of Opinion

Because of the significance of the matter described in the Basis for Disclaimer of Opinion
paragraph, we have not been able to obtain sufficient appropriate audit evidence to provide
a basis for an audit opinion. Accordingly, we do not express an opinion on these financial
statements.

Other Matter

The supplemental schedules listed in the Table of Contents are required by the Department
of Labor’s Rules and Regulations for Reporting and Disclosure under the Employee
Retirement Income Security Act of 1974 and are presented for the purpose of additional
analysis and are not a required part of the financial statements. Because of the significance
of the matter described in the Basis for Disclaimer of Opinion paragraph, we do not express
an opinion on these supplemental schedules.

Report on Form and Content in Compliance with Department of Labor Rules and
Regulations

The form and content of the information included in the financial statements and
supplemental schedules, other than that derived from the information certified by the
trustee, have been audited by us in accordance with auditing standards generally accepted
in the United States of America and, in our opinion, are presented in compliance with the
Department of Labor’s Rules and Regulations for Reporting and Disclosure under the
Employee Retirement Income Security Act of 1974.

Delritte + Grnede 2L

January 22, 2018



KLX INC. RETIREMENT PLAN

STATEMENT OF NET ASSETS AVAILABLE FOR BENEFITS
AS OF DECEMBER 31, 2016
(In thousands)

ASSETS:
Investments—at fair value:
Common and collective funds $28,621
Mutual funds 30,732
Total investments 59,353

Receivables:

Notes receivable from participants 602
Employer contributions 213
Participant contributions 195
Total receivables 1,010

Total assets 60,363

NET ASSETS AVAILABLE FOR BENEFITS $60,363

See notes to financial statements.



KLX INC. RETIREMENT PLAN

STATEMENT OF CHANGES IN NET ASSETS AVAILABLE FOR BENEFITS
FOR THE YEAR BEGINNING JANUARY 1, 2016 (DATE OF INCEPTION)
TO DECEMBER 31, 2016

(In thousands)

ADDITIONS:
Contributions:
Participant contributions $ 6,335
Rollover contributions 3,496
Employer matching contributions 3,606
Total contributions 13,437

Investment Income:

Net appreciation in fair value of investments 4,457
Dividends 472
Other 18
Net investment income 4,947
Interest income on notes receivable from participants 24
Total additions 18,408
DEDUCTIONS:
Benefits paid to participants 7,070
Administrative expenses 41
Total deductions 7,111
INCREASE IN NET ASSETS BEFORE PLAN TRANSFERS 11,297
TRANSFER OF ASSETS FROM OTHER PLAN 50,070
TRANSFER OF ASSETS TO OTHER PLAN 1,004
INCREASE IN NET ASSETS 60,363

NET ASSETS AVAILABLE FOR BENEFITS:
Beginning of year -

End of year $60,363

See notes to financial statements.



KLX INC. RETIREMENT PLAN

NOTES TO FINANCIAL STATEMENTS

AS OF DECEMBER 31, 2016 AND FOR THE YEAR BEGINNING
JANUARY 1, 2016 (DATE OF INCEPTION) TO DECEMBER 31, 2016
(Dollars in thousands)

1. DESCRIPTION OF THE PLAN

The following description of the KLX Inc. Retirement Plan (the “Plan™) is provided for
general information purposes only. Participants should refer to the Plan document for a
more complete description of the Plan’s information.

General—Effective January 1, 2016, KLX Inc. (the “Company”) adopted the KLX Inc.
Retirement Plan. The Plan is a defined contribution plan designed to qualify under Internal
Revenue Code (the “IRC”) Sections 401(a) and 501(a), Section 401(k) for the cash or
deferred arrangement part of the Plan and Title 1 of Employee Retirement Income Security
Act of 1974 (“ERISA”). The Plan covers all full-time non-union employees who have
completed 30 days of employment. Before January 1, 2016, the Company adopted B/E
Aerospace, Inc. Savings Plan as a participating employer for the benefits of its eligible
employees. On January 5, 2016, the assets and liabilities related to the accounts of the
Plan’s participants of $50,070 were spun off from the B/E Aerospace, Inc. Savings Plan and
transferred to the Plan.

Wells Fargo Bank, N.A. acts as the trustee (“the Trustee”) for the Plan. Among other
duties, the Trustee disburses the Plan’s assets as directed by the Company and
participants, receives contributions, and invests and reinvests the assets of the Plan as
directed by the participants. The KLX Inc. Benefits Committee acts as the administrator for
the Plan.

On May 17, 2016, the Company acquired Herndon Products, Inc. (now KLX Aerospace
Solutions Defense, LLC) (“Herndon™) and Polygon Aerospace, LTD (now Polygon
Aerospace, LLC) (“Polygon”). All of the participants in the Herndon and

Polygon 401(k) Plans became 100 percent vested in that plan upon termination and were
provided the option to have their account balance rolled into any qualified plan (including
the Plan) or IRA or receive a lump sum distribution. An aggregate amount of $3,437 was
rolled into the Plan during the year ended December 31, 2016, and is included in rollover
contributions on the statement of changes in net assets available for benefits.

Contributions—Contributions to the Plan include (i) salary reduction contributions
authorized by participants, (ii) matching contributions made by the Company; and
(iii) participant rollovers from other plans.

Under the Plan, contributions are made on behalf of employees (participants) who choose
to defer a portion of their total gross pay as defined. The maximum contribution rate for
non-highly compensated participants is 100% of their gross pay. Participants could make
contributions of up to $18 for the year ended December 31, 2016. The Plan also allows all
employees who are at least age 50 or projected to attain age 50 before the close of the
Plan year to make catch-up contributions each year, which were limited to $6.0 for the
year ended December 31, 2016. Participants may also contribute amounts representing



distributions from other qualified defined benefit or defined contribution plans (rollovers).
The annual compensation limit under Code 8 401(a) (17) is $265.0 for 2016.

The Plan provides for employer-matching contributions of the participant’s contributions.
The matching contribution for the year ended December 31, 2016 equals the sum of 100%
of a participant’s elective contributions up to 3% of compensation plus 50% of elective
contributions for the year that exceed 3% of compensation for the year but do not exceed
5% of compensation for the year.

Participant Accounts—Individual accounts are maintained for each participant of the
Plan. Each participant’s account is credited with the participant’s contribution, related
employer matching contributions, rollover contributions and Plan earnings. Participant
accounts are also charged with withdrawals, Plan losses and administrative expenses for
distributions and loans. The benefit to which a participant is entitled is the benefit that can
be provided from the participant’s vested account.

Investments—Participants may direct the investment of their contributions and/or
account balances into various investment options offered by the Plan and may change
investments and transfer amounts between funds daily. Upon enrollment in the Plan, a
participant may direct employee and employer matching contributions into any of three
common collective trust funds (“CCT”), ten mutual funds and a stable value fund.

Vesting—~Participants are immediately vested in their contributions and the Company
matching contributions, plus actual earnings thereon.

Notes Receivable from Participants—Participants may borrow from their accounts a
minimum of $1.0 up to a maximum of the lesser of 50% of their vested account balances
or $50.0, subject to certain requirements as defined in the Plan document. Loans are
secured by an assignment of the participant’s vested interest in the Plan and bear interest
at a rate commensurate with local prevailing rates at the time funds are borrowed.
Principal and interest are paid ratably through payroll deductions. Loan terms shall not
exceed five years, unless the loan is to be used in conjunction with the purchase of the
principal residence of the participant. Participants may not have more than one loan
outstanding at any time. As of December 31, 2016, participant loans have maturities
through 2026 at interest rates ranging from 4.25% to 9.25%.

Payment of Benefits—Upon termination of service with the Company, disability or
retirement, a participant may generally elect to receive either a lump-sum amount or
installments equal to the value of the participant’s vested interest in his or her account. If
the value of the participant’s account is $5.0 or less, the Plan will immediately distribute
the entire amount of the participant’s account. Upon termination due to death, the Plan will
distribute the lump-sum value of the participant’s account to designated beneficiaries.

Participants are also eligible to make hardship withdrawals from their deferred
contributions in the event of certain financial hardships. Following a hardship withdrawal,
participants are not allowed to contribute to the Plan for a period of six months.

Forfeited Accounts—When certain terminations of participation in the Plan occur, the
nonvested portion of the participant’s account as defined by the Plan, represents a
forfeiture. The Plan document permits the use of forfeitures to reduce future employer
contributions or pay Plan administrative expenses. At December 31, 2016, forfeited
nonvested accounts totaled $0. During the year ended December 31, 2016, employer
contributions were reduced $34.2 from forfeited nonvested accounts.



SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Accounting—The accompanying financial statements have been prepared in
accordance with accounting principles generally accepted in the United States of America
(“GAAP”).

Use of Estimates—The preparation of financial statements in conformity with GAAP
requires management to make estimates and assumptions that affect the reported
amounts of assets, liabilities, and changes therein and disclosure of contingent assets and
liabilities. Actual results could differ from those estimates.

Risks and Uncertainties—The Plan provides various investment options to its
participants. Investment securities, in general, are exposed to various risks, such as
interest rate risk, credit risk, and overall market volatility. Due to the level of risk
associated with certain investment securities, it is reasonably possible that changes in the
values of investment securities will occur in the near term and that such change could
materially affect the value of the participants’ account balances and the amounts reported
in the financial statements.

Investment Valuation and Income Recognition—The Plan’s investments are stated at
fair value. Fair value of a financial instrument is the price that would be received to sell an
asset or paid to transfer a liability in an orderly transaction between market participants at
the measurement date. The Stable Value Fund D is reported at fair value using net asset
value (NAV). See Note 4 for discussion on fair value measurements.

Purchases and sales of securities are recorded on a trade-date basis. Interest income is
recorded on the accrual basis. Dividends are recorded on the ex-dividend date. Net
appreciation includes the Plan’s gains and losses on investments bought and sold as well as
held during the year.

Notes Receivable from Participants—Notes receivable from participants are measured
at their unpaid principal balance plus any accrued but unpaid interest. If a participant
ceases to make loan repayments and the participant loan is deemed in default, the
participant loan balance is recorded as distributions based on the terms of the Plan
document.

Administrative Expenses—Certain administrative expenses are paid by the Plan as
provided in the plan document. All investment management and transaction fees directly
related to the Plan investments are paid by Plan participants through a reduction in their
account balances and are not separately reflected. Participants pay administrative costs for
distributions and loans.

Payment of Benefits—Benefit payments to participants are recorded upon distribution.
There were no participants, who elected to withdraw from the Plan, that had not yet been
paid at December 31, 2016.

Subsequent Events—Subsequent events were evaluated through January 22, 2018, the
date the financial statements were available to be issued.



INFORMATION CERTIFIED BY THE TRUSTEE

The following is a summary of the unaudited information regarding the Plan as of
December 31, 2016 and for the year then ended, included in the Plan’s financial
statements and supplemental schedules, that was prepared by or derived from information
prepared by Wells Fargo Bank, N.A., the trustee of the Plan, and furnished to the Plan
administrator. The Plan administrator has obtained certifications from the trustee that such
information is complete and accurate.

Statements of Net Assets Available for Benefits 2016

Investments—at fair value:

Common and collective funds $28,621
Mutual funds 30,732
Notes receivable from participants 602
Total $59,955

Statement of Changes in Net Assets Available for Benefits

Net appreciation in fair value of investments $ 4,457
Dividends 472
Other 18

Supplemental schedules: All investment balances and information included in the
supplemental schedule of assets (held at end of year).

Notes 4, 5 and 6: All investment balances and investment information, excluding
the classification and level of investments in Note 4, Fair Value Measurement.

FAIR VALUE MEASUREMENTS

ASC 820, Fair Value Measurements and Disclosures, provides a framework for measuring
fair value. Fair value of a financial instrument is the price that would be received to sell an
asset or paid to transfer a liability in an orderly transaction between market participants at
the measurement date. That framework provides a fair value hierarchy that prioritizes the
inputs to valuation techniques used to measure fair value, as follows: Level 1, which refers
to securities valued using unadjusted quoted prices from active markets for identical
assets; Level 2, which refers to securities not traded on an active market but for which
observable market inputs are readily available; and Level 3, which refers to securities
valued based on significant unobservable inputs. Assets are classified in their entirety
based on the lowest level of input that is significant to the fair value measurement.



Asset Valuation Techniques—Valuation technologies maximize the use of relevant
observable inputs and minimize the use of unobservable inputs. The following is a
description of the valuation methodologies used for assets measured at fair value.

Mutual Funds—Valued at the daily closing price as reported by the fund. Mutual funds
held by the Plan are open-ended mutual funds that are registered with the Securities and
Exchange Commission. These funds are required to publish their daily net asset value and
to transact at that price. The mutual funds held by the Plan are deemed to be actively
traded.

Stable Value Fund—Composed primarily of fully benefit-responsive investment contracts
and is reported at fair value using net asset value (NAV) as a practical expedient. The
stable value fund calculates NAV per share in a manner consistent with the measurement
principles in FASB Accounting Standards Codification Topic 946 Financial Services—
Investment Companies. Those measurement principles indicate that, in the determination
of a stable value fund’s NAV, the relevant measurement is net assets which include the
fully benefit investment contracts held by the fund at contract value. This NAV represents
the Plan’s fair value since this is the NAV at which the Plan transacts with the fund. This
practical expedient is not used when it is determined to be probable that the fund will sell
the investment for an amount different than the reported NAV.

Participant transactions (purchases and sales) may occur daily. If the Plan initiates a full
redemption of the stable value fund, the issuer reserves the right to temporarily delay
withdrawal from the fund in order to ensure that securities liquidations will be carried out
in an orderly business manner.

Collective Trust Fund—Valued at the NAV of units of a bank collective trust. The NAV as
provided by the trustee, is used as a practical expedient to estimate fair value. The NAV is
based on the fair value of the underlying investments held by the fund less its liabilities.
This practical expedient is not used when it is determined to be probable that the fund will
sell the investment for an amount different than the reported NAV. Participant transactions
(purchased and sales) may occur daily. Were the Plan to initiate a full redemption of the
collective trust, the investment advisor reserves the right to temporarily delay withdrawal
from the trust in order to ensure that securities liquidations will be carried out in an orderly
business manner.



The following table sets forth by level within the fair value hierarchy a summary of the
Plan’s investments measured at fair value on a recurring basis at December 31, 2016.

Active Markets Other Significant
for Identical Observable Unobservable

Assets Inputs Inputs 2016

(Level 1) (Level 2) (Level 3) Total

Mutual funds $30,732 $ - $ - $30,732

Total $30,732 $ - $ - 30,732
Investments measured at NAV:

Common and collective funds 24,686

Stable value fund 3,935

Total investments $59,353

Transfers between Levels—The availability of observable market data is monitored to
assess the appropriate classification of financial instruments within the fair value hierarchy.
Changes in economic conditions or model-based valuation techniques may require the
transfer of financial instruments from one fair value level to another. In such instances, the
transfer is reported at the beginning of the reporting period.

The significance of transfers between levels is evaluated based upon the nature of the
financial instrument and size of the transfer relative to total net assets available for
benefits. For the year ended December 31, 2016 there were no transfers between levels.

NET ASSET VALUE (NAV) PER SHARE

The following table sets forth a summary of the Plan’s investments with a reported NAV at
December 31, 2016.

Fair Value Estimated Using Net Asset Value per Share
December 31, 2016

Other Redemption
Unfunded Redemption Redemption Notice
Investment Fair Value® Commitment Frequency Restrictions Period
Stable value fund D $ 3,935 $ - Daily Generally none”™  1-6 days
Common and collective funds 24,686 - Daily Generally none”™  1-6 days

Total $28,621 $ -

*

The fair value of the investment has been estimated using the NAV of the investment.
** Subject to applicable legal and regulatory restrictions, Wells Fargo may impose

reasonable notice requirements at its discretion, and may suspend redemption
privileges or postpone the date of payment of redemption proceeds indefinitely.
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STABLE VALUE FUND

The Stable Value Fund D (the “Fund”) is a collective investment fund managed and
trusteed by Wells Fargo Bank, N.A. (“Wells Fargo”) as advised by Galliard Capital
Management, Inc. (“Galliard”), a wholly owned subsidiary of Wells Fargo and a registered
investment advisor and fiduciary under ERISA Section 3(21). The beneficial interest of
each participant is represented by units. Units are issued and redeemed daily at the Fund’s
NAV.

Participants ordinarily may direct either the withdrawal or transfer of all or a portion of
their investment at contract value. Contract value represents contributions made to the
Fund, plus earnings, less participant withdrawals and administrative expenses. The Fund
imposes certain restrictions on the Plan, and the Fund itself may be subject to
circumstances that affect its ability to transact at contract value as described in the
following paragraphs. Plan management believes that the occurrence of events that would
cause the fund to transact at less than contract value is not probable.

Limitations on the Ability of the Fund to Transact at Contract Value

Restrictions on the Plan—Participant-initiated transactions are those transactions
allowed by the Plan, including withdrawals for benefits, loans, or transfers to noncompeting
funds within a plan, but excluding withdrawals that are deemed to be caused by the
actions of the Plan Sponsor. The following employer-initiated events may limit the ability of
the Fund to transact at contract value:

. A failure of the Plan or its trust to qualify for exemption from federal income taxes or
any required prohibited transaction exemption under ERISA

. Any communication given to Plan participants designed to influence a participant not
to invest in the Fund or to transfer assets out of the Fund

- The establishment of a defined contribution plan that competes with the Plan for
employee contributions

- Complete or partial termination of the Plan or its merger with another plan

Circumstances That Affect the Fund—The Fund invests in assets, typically fixed income
securities or bond funds, and enters into “wrapper” contracts issued by third parties. A
wrap contract is an agreement by another party, such as a bank or insurance company to
make payments to the Fund in certain circumstances. Wrap contracts are designed to allow
a stable value portfolio to maintain a constant NAV and protect a portfolio in extreme
circumstances. In a typical wrap contract, the wrap issuer agrees to pay a portfolio the
difference between the contract value and the market value of the underlying assets once
the market value has been totally exhausted.

The wrap contracts generally contain provisions that limit the ability of the Fund to transact
at contract value upon the occurrence of certain events. These events include:

. Any substantive modification of the Fund or the administration of the Fund that is not
consented to by the wrap issuer

< Any change in law, regulation, or administrative ruling applicable to a plan that could
have a material adverse effect on the Fund’s cash flow
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. Fraudulent or other material misrepresentations made to the investment contract
provider

- Employer-initiated transactions by participating plans as described above

In the event that wrap contracts fail to perform as intended, the Fund’s NAV may decline if
the market value of its assets declines. The Fund’s ability to receive amounts due pursuant
to these wrap contracts is dependent on the third-party issuer’s ability to meet their
financial obligations. The wrap issuer’s ability to meet its contractual obligations under the
wrap contracts may be affected by future economic and regulatory developments.

The Fund is unlikely to maintain a stable NAV if, for any reason, it cannot obtain or
maintain wrap contracts covering all of its underlying assets. This could result from the
Fund’s inability to promptly find a replacement wrap contract following termination of a
wrap contract. Wrap contracts are not transferable and have no trading market. There are
a limited number of wrap issuers. The Fund may lose the benefit of wrap contracts on any
portion of its assets in default in excess of a certain percentage of portfolio assets.

EXEMPT PARTY-IN-INTEREST TRANSACTIONS

The Plan allows for transactions with certain parties who may perform services or have
fiduciary responsibilities to the Plan. Certain plan investments are shares of various
common and collective funds and mutual funds that are managed by Wells Fargo Bank,
N.A., who has been designated trustee. Fees paid for investment management services
were included as a reduction of the return earned on each fund. The Plan issues loans to
participants, which are secured by the vested balances in the participants’ accounts.

PLAN TERMINATION

Although it has not expressed any intention to do so, the Company has the right under the
Plan to discontinue its contributions at any time and to terminate the Plan subject to the
provisions set forth in ERISA.

FEDERAL INCOME TAX STATUS

The Plan uses a volume submitter plan document sponsored by Wells Fargo Bank, N.A.
Wells Fargo Bank, N.A. received an opinion letter from the Internal Revenue Service
(“IRS”) dated March 31, 2014, which states that the volume submitter plan satisfied the
applicable provisions of the IRS. The Plan itself has not received a determination letter
from the IRS. The Company and Plan management believe that the Plan is currently
designed and operated in compliance with the applicable requirements of the IRC and the
Plan and the related trust continue to be tax-exempt. Therefore, no provision for income
taxes has been included in the Plan’s financial statements.

GAAP requires Plan management to evaluate tax positions taken by the Plan and recognize
a tax liability (or asset) if the Plan has taken an uncertain position that more likely than
not would not be sustained upon examination by the U.S. federal, state, or local tax
authorities. The Plan Administrator has analyzed the tax positions taken by the Plan and
concluded that as of December 31, 2016 there are no uncertain tax positions taken or
expected to be taken that would require recognition as a liability (or asset) or disclosure in
the financial statements. The Plan is subject to routine audits by taxing jurisdictions;
however, there are currently no audits for any tax periods in progress.
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10. RECONCILIATION OF FINANCIAL STATEMENTS TO FORM 5500

The following is a reconciliation of net assets available for benefits per the financial
statements to the Form 5500 as of December 31, 2016:

Net assets available for benefits per the financial statements $60,363
Participant contributions receivable (195)
Employer contributions receivable (213)
Net assets available for benefits per Form 5500 $59,955

For the year ended December 31, 2016, the following is a reconciliation of contributions
per the financial statements to the Form 5500:

Total participant contributions per the financial statements $6,335
Deduct participant contributions receivable—December 31, 2016 (195)
Total participant contributions per the Form 5500 $6,140
Employer’s match contribution per the financial statements $3,606
Deduct employer contributions receivable—December 31, 2016 (213)
Total employer contributions per the Form 5500 $3,393

11. NONEXEMPT PARTY-IN-INTEREST TRANSACTION

The Company has not remitted participant contributions of $3.8 to the trustee as of
January 22, 2018, the date the financial statements were available to be issued, which is
later than required by Department of Labor (DOL) Regulation 2510.3-102. The Company
will file Form 5330 with the IRS and will pay the required excise tax on the transaction. In
addition, participant accounts will be credited with the amount of investment income that
would have been earned had the participant contribution been remitted on a timely basis.

* X X X X Kk

-13 -



SUPPLEMENTAL SCHEDULES
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KLX INC. RETIREMENT PLAN

EMPLOYER ID NO: 47-1639172
PLAN NO: 001

FORM 5500, SCHEDULE H, PART 1V, LINE 4i—SCHEDULE OF ASSETS
(HELD AT END OF YEAR)

AS OF DECEMBER 31, 2016

(In thousands)

(€)) (b) Identity of Issue, Borrower, Lessor or (c) Description of Investment, (d) Cost (e ) Current
Similar Party Including Maturity Date, Value
Rate of Interest, Collateral,
Par or Maturity Value

* Stable Value Fund D Stable value fund—collective
investment fund *x $ 3,935
* WF/Blackrock S&P Midcap Index CIT N Collective investment fund xx 3,688
* WF/Blackrock S&P 500 Index CIT N Collective investment fund xx 12,146
* WEF/Blackrock US AGG Bond Index CIT N Collective investment fund holad 8,852
American Funds EUROPAC GRTH R6 Mutual fund *x 2,633
Delaware Value Fund CL | Mutual fund *x 3,627
Eagle Mid Cap Growth Fund-R6 Mutual fund ** 1,719
Harbor Capital APRCTION-INST Mutual fund ** 2,143
Vanguard Small Cap Index FD-ADM Mutual fund olal 2,230
Vanguard Total INT ST IDX-AD Mutual fund Fox 7,672
Metropolitan West T/R BD-PLN Mutual fund foled 2,422
American Balanced Fund-R6 Mutual fund *x 4,336
* WF Small Cap OPPOR FD-ADMIN Mutual fund *x 2,143
* WF Special M/C VAL ADM Mutual fund *x 1,807
* Various participants Participant loans (maturing
2017 to 2026 at interest rates *x
of 4.25% to 9.25%) 602

$59,955
* Party-in-interest

** Cost information is not required for participant-directed investments and therefore is not included.

See accompanying Independent Auditors’ Report.
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KLX INC. RETIREMENT PLAN

EMPLOYER ID NO: 47-1639172
PLAN NO: 001

FORM 5500, SCHEDULE H, PART 1V, QUESTION 4a—SCHEDULE OF
DELINQUENT PARTICIPANT CONTRIBUTIONS

FOR THE YEAR BEGINNING JANUARY 1, 2016 (DATE OF INCEPTION)
TO DECEMBER 31, 2016

Total That Constitute Nonexempt

Prohibited Transactions Total Fully
Contributions Corrected
Contributions Contributions Pending under VFCP
Not Corrected Correction and PTE
Corrected Outside VFCP in VFCP 2002-51
Participant contributions transferred
late to the Plan $ 3,758 $ - $ - $ -

See accompanying Independent Auditors’ Report.
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