EXECUTIVE COMPENSATION

positions following a transaction that involves a change in the ownership
or control of the Company. The benefits under the CIC Plan, if payable,
are in lieu of severance benefits payable to executive officers under the
Officer Severance Plan described above.

The O&C Committee believes that it is in the best interests of the Company
and its shareholders to offer such a plan to its Named Executive Officers
and other executives. The Company competes for executives in a highly
competitive market in which companies routinely offer similar benefits to
senior employees. The O&C Committee views these amounts as reasonable
and appropriate for the Named Executive Officers, who may not be in a
position to obtain comparable employment following a change-in-control.
The O&C Committee also believes that these benefits are important to
encourage executives to support change-in-control transactions the Board
deems to be in the best interest of our shareholders.

Severance benefits under the CIC Plan include, among other things, the
accelerated vesting of all outstanding equity awards in connection with a
change-in-control of the Company (without a requirement that the Named
Executive Officer's employment be terminated). In the O&C Committee’s
view, this is currently a customary and reasonable component of a

Other Benefits

As previously discussed, the O&C Committee strives to make our executive
compensation program primarily performance-based and, as such, has
eliminated perquisites for our executive officers, other than annual physical
exams. Our executive compensation program continues to provide limited
other benefits, which the O&C Committee believes are competitive with
the level of benefits offered by the companies with which we compete for
executive talent, and as such serve to meet our stated objective of attracting
and retaining executive talent. In addition, some of the benefits are, in the
0&C Committee’s view, provided for the Company’s benefit notwithstanding
any personal benefit an executive may derive. Such other benefits provided
in 2016 included:

comprehensive change-in-control benefits program plan, but the O&C
Committee will continue to review this matter. The O&C Committee believes
that the equity awards granted to our executives have been reasonable
in amount and are a substantial part of the value that would be received
by them in the event of a change-in-control of the Company, in lieu of
benefiting from the likely future increase in the price of our common stock
over the years. The O&C Committee believes that accelerating vesting is
appropriate, since the current executive team’s performance would have
been responsible for this anticipated share price increase and benefit to
future shareholder value.

The O&C Committee, in consultation with its compensation consultant,
reviews the CIC Plan periodically to evaluate both its effectiveness and
competitiveness and to determine the value of potential awards.

Detailed information concerning the CIC Plan and the February 2017
amendment, including the events that trigger benefits and the severance
benefits provided upon the occurrence of such events, is discussed below
under “—Potential Payments Upon Termination or Change-in-Control—
Flowserve Corporation Executive Officer Change-in-Control Severance Plan.”

e Executive Physicals. All Named Executive Officers were eligible to receive
an annual physical examination. This is a standard benefit provided by
comparative companies.

e Enhanced Vacation. All Named Executive Officers are eligible to receive
an enhanced vacation benefit. Each officer is eligible for a minimum
of four weeks vacation and may receive more, if the officer’s years of
service so qualify under the Company’s regular employee vacation
award schedule.

The aggregate incremental cost of providing these benefits to the Named
Executive Officers is included in the “Summary Compensation Table” under
the “All Other Compensation” column and related footnotes.

Additional Executive Compensation Information

Employment Agreements

Consistent with its compensation philosophy, the Company generally does not enter into employment agreements with its executives, who are considered
to serve at the will of the Board, and no current executive has an employment agreement.

Tax and Accounting Implications of Executive Compensation

Section 162(m) of the Code limits to $1.0 million per year the federal
income tax deduction to public corporations for compensation paid for
any fiscal year to the Company’s CEO and the three other most highly-
compensated executive officers as of the end of the fiscal year included
in the “Summary Compensation Table,” unless such compensation meets
certain requirements. Approximately $2.37 million will be subjected to this
limitation for the 2016 tax year and will therefore not be deductible on the
Company’s federal income tax return.

The AIP and the LTIP were adopted, and have the same expiration date
as, the EICP, which was most recently approved by shareholders for
Section 162(m) purposes at the 2015 annual meeting of shareholders.
Performance-based compensation under both the AIP and the LTIP that
is subject to the requirements of IRC 162(m) is expected to be deductible
for tax purposes because such compensation is dependent on fulfilling
performance criteria approved by shareholders under the EICP.
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The O&C Committee has considered and will continue to consider tax
deductibility in structuring executive compensation arrangements. However,
the O&C Committee retains discretion to establish executive compensation
arrangements that it believes are consistent with its principles described
earlier and in the best interests of the Company and our shareholders,
even if those arrangements are not fully deductible under Section 162(m).

The Company recognizes compensation expense in our financial statements
for all equity-based awards pursuant to the principles set forth in FASB
ASC 718, “Compensation — Stock Compensation”. The O&C Committee
considered the GAAP accounting implications of the awards in setting
the long-term incentive mix and further determined that the mix of time-
vested restricted common stock and contingent performance shares was
appropriate for 2015.



Chief Executive Officer Compensation in 2016

The compensation of the CEO was set in a manner consistent with our
compensation philosophy and the general compensation objectives and
principles discussed above. In the interest of providing shareholders with
a better understanding of Mr. Blinn’s compensation for 2016, we are
providing the following discussion and analysis.

In February 2016, the O&C Committee identified specific criteria for
evaluating the CEQ’s performance during 2016. These criteria included
financial performance, strategic vision and leadership, including the
development of human capital. In evaluating the CEO’s performance in
2016, the O&C Committee Chairman gathered input from individual Board
members through a formal review process following year end. During this
process, the O&C Committee reviewed both the detailed compensation
market data prepared by its compensation consultant and management’s
compensation consultant. The O&C Committee discussed and determined
the following CEO compensation changes and awards in executive session
with only its compensation consultant and O&C Committee members
present. The O&C Committee also followed the principles and practices
earlier discussed during the Board’s special executive session to conduct
the CEO performance review.

Base Salary. In February 2016, Mr. Blinn’s salary was left unchanged
at $1,050,000 for 2016. In setting Mr. Blinn’s base salary, the Board
primarily considered Mr. Blinn’s leadership and contribution to overall
Company performance and his performance during the year against his
individual objectives.

New Chief Executive Officer Compensation

In early 2017, the Company named R. Scott Rowe as Chief Executive
Officer, effective April 1, 2017, following the announced retirement of our
former CEO, Mark Blinn. Mr. Rowe’s compensation was set in a manner
consistent with our compensation philosophy and the general compensation
objectives and principles discussed above. In assembling his compensation
package, the O&C Committee reviewed data provided by its compensation
consultant regarding market reference points indicated by the market
compensation survey data. Under his compensation package, Mr. Rowe
will receive an annual base salary of $1,100,000, will be eligible for a cash
award under the Annual Incentive Plan with a target award of 120% of
base salary, and participate in the Long-Term Incentive Plan with a target
award of 500% of his base salary. Mr. Rowe will also receive retirement,
health and welfare and other benefits and will participate in plans generally
available to other executive officers at the Company.

EXECUTIVE COMPENSATION

Annual Incentive Opportunity. To recognize Mr. Blinn’s performance
during 2016, The O&C Committee approved a cash award under the
Annual Incentive Plan of $143,640. See the discussion under “—Elements
of the Executive Compensation Program—Annual Incentive Opportunity —
Measuring Performance and Establishing Payout” above.

Long-Term Incentives. In accordance with the principles and practices
set forth earlier, the O&C Committee approved a long-term incentive award
to Mr. Blinn consisting of 62,280 shares of restricted stock units, which
vest ratably over time, and 62,280 contingent performance units at the
same time 2016 long-term incentive awards were made to key managers,
including the Named Executive Officers.

End of Service Benefit. In connection with Mr. Blinn’s retirement and in
recognition of his many years of service and dedication to the Company,
the Board and the O&C Committee approved modifications to the vesting
terms of performance shares and time-vesting restricted stock granted to
Mr. Blinn in 2015. The modifications provide that (a) performance shares
granted to Mr. Blinn in calendar year 2015 will continue to vest over the
original vesting period following his retirement and (b) time-vesting restricted
stock granted to Mr. Blinn in calendar year 2015 will vest in full on his date
of retirement. Prior to these modifications, Mr. Blinn would have forfeited
some or all of his unvested restricted stock and unvested performance
shares granted in calendar year 2015 upon his retirement.

In addition, Mr. Rowe will receive a one-time stock option award with a
grant date fair value of $2,000,000, which will be subject to a three-year
cliff vesting period. Pursuant to the offer letter between Mr. Rowe and the
Company, in the event Mr. Rowe is terminated without “cause” before the
third anniversary of his hire date, and subject to his execution of a release,
the equity awards granted to him in calendar year 2017 will vest in full,
with performance share units vesting at target level. The O&C Committee
determined to approve this grant because it believes that long-term incentive
compensation is essential to attracting new executives that are focused on
long-term performance. The O&C Committee further believes that providing
our executives with long-term incentives will encourage retention of newly
hired executives while incentivizing them to build long-term shareholder value.
The O&C Committee believes these awards serve as an effective incentive
for executives to remain with the Company and perform at a superior level.

Annual Executive Compensation Program Review

and Compensation Risk

It is the O&C Committee’s policy to regularly monitor and annually review
our executive compensation program to determine, in consultation with
its compensation consultant, whether the elements of the program are
consistent with our stated executive compensation objectives and principles.
Within this determination is an evaluation of whether the Company’s risk
management objectives are being met with respect to the executive
compensation program and our compensation programs as a whole. If
the elements of the program are determined to be inconsistent with our
objectives and principles, or if any incentives are determined to encourage
risks that are reasonably likely to have a material adverse effect on us, the
elements are adjusted as necessary.

Following the O&C Committee’s annual review of our executive and other
compensation programs in 2016, in consultation with its compensation
consultant, the O&C Committee concluded that no risks arising from
our compensation policies and practices are reasonably likely to have a
material adverse effect on the Company. In reaching this conclusion, the
0&C Committee noted that:

e Compensation elements are balanced. Our compensation program
design provides a balanced mix of base salary, annual cash incentive
compensation and, for eligible employees, long-term equity incentives,
which provides the incentive to perform at high levels and maximize
Company performance without focusing exclusively on compensation
performance metrics to the detriment of other important business metrics;
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e Metrics balance short-term and long-term goals. Our incentive

compensation metrics are balanced between the realization of short-
term corporate business and financial objectives, namely annual
operating income, cash flows from operations and bookings for the
annual cash incentive opportunity, and long-term stock-based and
financial performance objectives, which are effected through an equally
weighted mix of restricted stock units that generally vests ratably over

Incentives have performance thresholds. The annual cash incentive
opportunity and the contingent performance share awards have threshold
payout levels, which ensure that incentive compensation is reduced or
eliminated altogether if minimum performance levels are not achieved,;

Compensation is benchmarked. The O&C Committee benchmarks
compensation against both the HPPG and the Hewitt Survey to ensure
compensation programs are consistent with industry practice;

a three-year period and contingent performance shares that vest at
the end of a three-year performance period based on indexed RONA
performance and bookings growth;

Executives have ownership requirements. Our officers are subject
to equity ownership guidelines, which further encourage a long-term
focus on sustainable performance and further align our officers’ interests
with those of our shareholders, and are prohibited from pledging stock
and engaging in transactions designed to hedge against the value of
the Company’s stock;

¢ Individual performance is emphasized. \We place an emphasis on
individual, non-financial performance metrics in determining final individual
compensation amounts, serving to restrain the influence of formulae and
objective factors on incentive pay and providing the O&C Committee
with discretion to adjust compensation downward if behaviors are not
consistent with our business objectives and values;

e Compensation can be recouped. The Company maintains a
Recoupment of Incentive Compensation Policy allowing for the “clawback”
of certain incentive compensation in the event of a financial restatement

* Incentive programs are capped. Maximum payout levels for the AIP or misconduct: and

incentive opportunity are capped at 200% of target, with formulaic
adjustments for individual performance (both positive and negative),
and the contingent performance share award payouts are capped at
200% of target, which helps avoid excessive total compensation and
reduces the incentive to engage in unnecessarily risky behavior;

¢ Incentives do not encourage excessive risk. Our AIP and our long-
term incentive program are the same for all eligible employees and have
been in place and structured around the same metrics for several years,
and we have seen no evidence that they encourage unnecessary or
excessive risk-taking.

Organization and Compensation Committee Report

The Organization and Compensation Committee of the Board of Directors of the Company is currently comprised of four independent directors,
John R. Friedery (Chairman), Lynn L. Elsenhans, Joseph E. Harlan and David E. Roberts.

The Organization and Compensation Committee has reviewed and discussed the Compensation Discussion and Analysis, set forth above in
this proxy statement, with management. Based on this review and discussion, the Organization and Compensation Committee recommended
to the Board of Directors that this Compensation Discussion and Analysis be included in this proxy statement and incorporated by reference in
the Company’s Annual Report on Form 10-K filed with the Securities and Exchange Commission for the fiscal year ended December 31, 2016.

John R. Friedery, Chairman
Lynn L. Elsenhans

Joseph E. Harlan

David E. Roberts
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Summary Compensation Table

The following table sets forth compensation information for 2016, 2015 and 2014 for our Named Executive Officers — the individuals who served
during 2016 as principal executive officer and principal financial officer of the Company and certain other highly compensated executive officers of the
Company serving at the end of 2016.

Change in
Pension Value
and Non-
Qualified
Non-Equity Deferred
Stock Incentive Plan Compensation All Other
Salary Bonus Awards Compensation Earnings Compensation Total
Name and Principal Position Year $) $) ($)@ ($)@ ($)@ ($)© $)
Mark A. Blinn 2016 1,049,988 - 5,021,0146 143,640 267,596 82,425 6,564,663
President and Chief Executive 2015 1,090,372 - 5,096,266 0 405,751 101,563 6,693,952
Officer (Principal Executive Officer) o014 1,044,021 ~ 5,080,054 1,020,315 419,741 96,261 7,660,592
Karyn F. Ovelmen® 2016 650,000 - 1,629,4320 55,757 82,925 71,345 2,489,459
Executive VP and Chief Financial 2015 387,500 100,000 1,865,500 0 46,101 65,317 2,464,418
Officer (Principal Financial Officer)
Thomas L. Pajonas 2016 720,302 - 2,208,8830) 69,797 182,789 53,710 3,325,481
Executive VP and 2015 737,856 - 4,777,842 0 275,085 63,103 5,853,886
Chief Operating Officer 2014 693,511 _ 2238075 604,468 257,070 70,236 3,863,360
Carey A. O’Connor 2016 405,000 - 738,625(10 30,011 72,085 27,476 1,273,177
Senior VP and 2015 403,241 = 715,292 0 98,439 32,737 1,249,710
General Counsel 2014 361,853 - 548,534 196,289 77,259 32281 1,216,216
Keith E. Gillespie(" 2016 485,000 = 884,65912) 35,939 60,777 47,412 1,513,587
Senior VP and Chief 2015 317,115 100,000 846,900 0 38,129 41520 1,343,664
Strategy Officer

(1) Salary reported for 2016 represents amounts earned by the executive officers in 2016.

(2) Represents the grant date fair value of long-term equity incentive awards under the Company's long-term incentive program computed in accordance with FASB ASC 718
“Compensation — Stock Compensation”, including the impact of forfeitures. The incentive awards are granted in the form of restricted common stock, which generally vest ratably
over a three-year period, and contingent performance share units. The performance criteria for the 2016-2018 performance period for the contingent performance awards is
based on: 1) the Company'’s average RONA over a three-year period compared to the RONA averages of the Company’s HPPG for the same period and 2) the Company’s bookings
growth compared to targeted bookings growth under the Company’s operating plan; and the performance criteria for the 2014-2016 and the 2015-2017 performance periods
for the contingent performance awards is based on: 1) the Company’s average RONA over a three-year period compared to the RONA averages of the Company's HPPG for
the same period and 2) the Company’s growth in bookings over a three-year period as compared to GDP growth of countries in the OECD, as described in further detail under
“—FElements of the Executive Compensation Program—Long-Term Incentives—Contingent Performance Share Awards” above. The reported value of the contingent performance
awards is computed based on the grant date estimate of compensation cost to be recognized over the three-year period, which was 100%, or “target”. Payout for the contingent
performance awards can range from 0 shares to a maximum of 200% of target. Assumptions used in the valuations are discussed in Note 5 to the Company’s audited consolidated
financial statements for the year ended December 31, 2016 in the Annual Report.

(8) The 2016 amounts in this column represent an annual cash incentive bonus for 2016 under the Company’s Annual Incentive Plan.
(4) There were no above-market or preferential earnings with respect to any deferred compensation balances.

——
FLOWSERVE - 2017 Proxy Statement 39
N—



EXECUTIVE COMPENSATION

(5)  The following table shows the components of this column for the Named Executive Officers for 2016, calculated at the aggregate incremental cost to the Company:

Retirement Plan Insurance Dividends on
Name Contributions Premiums® Restricted Stock Other Total
Mark A. Blinn $ 10,904 $ 26,775 $ 38,478 $ 6,268 $§ 82,425
Karyn F. Ovelmen 11,925 21,696 26,250 11,474© 71,345
Thomas L. Pajonas 11,220 24,733 17,757 - 53,710
Carey A. O’Connor 7,658 10,404 5,076 4,3370 27,476
Keith E. Gillespie 11,925 21,293 11,250 2,944© 47,412
(A)  Includes annual premiums for group term life insurance, the Company’s portion of annual premiums for medical, dental and vision benefits and the Company’s portion of

disability premiums.
(B) Includes $6,268 attributable to an annual physical exam.
(C) Includes $1,474 attributable to an annual physical exam and $10,000 attributable to relocation costs.
(D) Includes $4,337 attributable to an annual physical exam.
() Includes $2,944 attributable to an annual physical exam.
(6) Calculated using a price per share of $40.31, the closing market price of the Company’s common stock as reported by the NYSE on February 4, 2016, the date of grant. Includes

62,280 shares ($2,510,507) of restricted stock units and 62,280 contingent performance units ($2,510,507), which represents the target award. The maximum potential value
of the performance award, assuming the highest level of performance conditions, is 124,560 shares, or $5,021,014 at the date of grant.

(7) Ms. Ovelmen’s 2014 compensation amounts are not shown, as she was not a Named Executive Officer during that year.

(8) Calculated using a price per share of $38.43, the closing market price of the Company’s common stock as reported by the NYSE on February 3, 2016, the date of the grant.
Includes 21,200 shares ($814,716) of restricted stock units and 21,200 contingent performance units ($814,716), which represents the target award. The maximum potential
value of the performance award, assuming the highest level of performance conditions, is 42,400 shares, or $1,629,432 at the date of grant.

(9) Calculated using a price per share of $38.43, the closing market price of the Company’s common stock as reported by the NYSE on February 3, 2016, the date of grant. Includes
29.910 shares ($1,149,441) of restricted stock units and 29,910 contingent performance units ($1,149,441), which represents the target award. The maximum potential value
of the performance award, assuming the highest level of performance conditions, is 59,820 shares, or $2,298,883 at the date of grant.

(10) Calculated using a price per share of $38.43, the closing market price of the Company's common stock as reported by the NYSE on February 3, 2016, the date of grant. Includes
9,610 shares ($369,312) of restricted stock units and 9,610 contingent performance units ($369,312), which represents the target award. The maximum potential value of the
performance award, assuming the highest level of performance conditions, is 19,220 shares, or $738,625 at the date of grant.

(11) Mr. Gillespie’s 2014 compensation amounts are not shown, as he was not a Named Executive Officer during that year.

(12) Calculated using a price per share of $38.43, the closing market price of the Company’s common stock as reported by the NYSE on February 3, 2016, the date of grant. Includes
11,510 shares ($442,329) of restricted stock units and 11,510 contingent performance units ($442,329), which represents the target award. The maximum potential value of
the performance award, assuming the highest level of performance conditions, is 23,020 shares, or $884,659 at the date of grant.
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2016 Grants of Plan-Based Awards

The following table sets forth certain information with respect to 2016 plan-based awards granted to the Named Executive Officers for the year ended
December 31, 2016.

Estimated Future Payouts Under  Estimated Future Payouts Under All Other Stock Grant Date Fair

Non-Equity Incentive Plan Awards  Equity Incentive Plan Awards" Awards: Number  Value of Stock

Grant Threshold Target Maximum Threshold Target Maximum of Shares of Stock and Option

Name Date ($) ($) ($) (#) (#) (#) or Units (#) Awards ($)?

Mark A. Blinn 2/4/2016® 630,000 1,260,000 2,520,000 = = = = =
2/4/2016 — — — 31,140 62,280 124,560 — 2,510,507@

2/4/2016 = = = = = = 62,280° 2,510,607

Karyn F. 2/3/2016® 243,750 487,500 975,000 - - - - -
Ovelmen 2/3/2016 - - - 10,600 21,200 42,400 - 814,7164

2/3/2016 — — — — — — 21,2000 814,716

Thomas L. 2/3/2016® 306,128 612,255 1,224,510 = = = = =
Pajonas 2/3/2016 — — — 14,955 29,910 59,280 — 1,149,441

2/3/2016 — — — — — — 29,910® 1,149,441

Carey A. 2/3/2016® 131,625 263,250 526,500 — — — — —
O’Connor 2/3/2016 — — — 4,805 9,610 19,220 — 369,312¢

2/3/2016 — — — — — — 9,6100 369,312

Keith E. 2/3/20169 157,625 315,260 630,500 - - - - =
Gillespie 2/3/2016 — — — 5,775 11,510 23,020 — 4423294

2/3/2016 = = = = = = 11,5109 442,329

(1) The number of shares listed represents long-term equity incentive awards in the form of contingent performance share units under the Company’s long-term incentive program.
The performance criteria for these awards is based on: 1) the Company's average RONA over the three-year period ending December 31, 2018 compared to the RONA averages
of the Company’s HPPG for the same period and 2) the Company'’s bookings growth over the three-year period ending December 31, 2018 as compared to targeted bookings
growth under the Company’s operating plan, as described in further detail under “—~Elements of the Executive Compensation Program—Long-Term Incentives—Contingent
Performance Share Awards” above.

(2) These amounts represent the fair value, as determined under FASBASC Topic 718, of the stock awards based on the grant date fair value estimated by the Company for financial
reporting purposes.

(3)  Under the Annual Incentive Plan, the primary performance measures are internally defined metrics based on operating income and cash flow. Actual amounts payable under the
Annual Incentive Plan, if payable, can range from 50% (Threshola) to 200% (Maximum) of the target amounts for the Named Executive Officers based upon the extent to which
performance under the foregoing criteria meets, exceeds or is below the target and can be further increased or decreased based on achievement of individual performance
objectives. Actual payout for 2016 was 11.4% of the target amount.

(4) Represents the fair value on the date of grant, as described in footnote (2), of the “target” award. During the performance period, as described in footnote (1), earned and
unearned compensation expense is adjusted based on changes in the expected achievement of the performance targets. As of December 31, 2016, the Company estimated
vesting of, and therefore expensed, this award at 70% of the “target” award based on expected achievement of performance targets.

(5)  The amounts shown reflect the numbers of shares of restricted stock units granted to each Named Executive Officer pursuant to the Flowserve Corporation Equity and Incentive
Compensation Plan.
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Outstanding Equity Awards at Year-End 2016

The following table sets forth certain information with respect to outstanding equity awards as of December 31, 2016 with respect to the Named
Executive Officers.

Option Awards Stock Awards

Equity Incentive
Number Market Value Plan Awards: Equity Incentive
Number of of Shares of Shares Number of Plan Awards: Market
Securities or Units of or Units of Unearned Shares, or Payout Value of
Underlying  Option Stock that Stock that Units or Other Unearned Shares,
Unexercised Exercise Option Have Not Have Not Rights that Have Units or Other Rights
Options Price Expiration Vested Vested Not Vested that Have Not Vested"
Name (#) Exercisable $) Date (#) ($) (#) $)
Mark A. Blinn — - - 104,260@ 5,009,693 35,8239 1,721,295
45,7879 2,200,065
63,057¢ 3,029,889
Karyn F. Ovelmen — — — 56,4646 2,713,095 21,4649 1,031,345
Thomas L. Pajonas — — — 48,2207 2,316,971 16,3810 787,107
21,3624 1,026,444
30,283® 1,455,098
51,0621 2,453,529
Carey A. O’Connor — — — 15,206® 730,648 4,0150 192,921
6,456% 310,211
9,7300 467,527
Keith E. Gillespie — - - 26,6549 1,280,725 11,6540 559,975

(1)

@

©

“

©

©)
(7)
©

9

Calculated using a price per share of $48.05 the closing market price of the Company’s common stock as reported by the NYSE on December 30, 2016, the end of the
Company's last completed fiscal year. The contingent performance share unit amounts include regularly declared dividends accrued on the “target” award, which will vest only
to the same extent as the underlying award, if at all. Concerning all contingent performance awards, the amounts of units used in calculating the payout values assumes the
highest level of performance target achievement, which would result in the target unit amounts presented in the table vesting at 200%.

21,100 shares vested on February 4, 2017; 14,846 shares vested on February 6, 2017; and 11,510 shares vested on February 7, 2017. Mr. Blinn’s remaining shares of
restricted common stock and restricted stock units vest as follows: 20,979 shares of restricted stock units on February 4, 2018; 14,846 shares of restricted stock on February 6,
2018; and 20,978 shares of restricted stock units on February 4, 2019.

These shares represent target long-term equity incentive awards in the form of contingent performance share units under the Company’s long-term incentive program, plus
accrued dividend equivalents. The target set for this plan is based on: 1) the Company’s average RONA performance compared to that of the HPPG, and 2) bookings growth
compared to overall GDP growth of countries that are members of the OECD for the same period. Payouts can range from 0 shares to a maximum of 200% of the target. As
of December 31, 2016, the Company estimated vesting of, and therefore expensed, these awards at 113% of the target shares presented based on expected achievement of
performance targets.

These shares represent target long-term equity incentive awards in the form of contingent performance share units under the Company’s long-term incentive program, plus
accrued dividend equivalents. The target set for this plan is based on: 1) the Company’s average RONA performance compared to that of the HPPG, and 2) bookings growth
compared to overall GDP growth of countries that are members of the OECD for the same period. Payouts can range from 0 shares to a maximum of 200% of the target. As
of December 31, 2016, the Company estimated vesting of, and therefore expensed, these awards at 70% of the target shares presented based on expected achievement of
performance targets.

These shares represent target long-term equity incentive awards in the form of contingent performance share units under the Company’s long-term incentive program, plus
accrued dividend equivalents. The target set for this plan is based on: 1) the Company’s average RONA performance compared to that of the HPPG, and 2) bookings growth
compared to targeted bookings growth under the Company’s operating plan for the same period. Payouts can range from 0 shares to a maximum of 200% of the target. As
of December 31, 2016, the Company estimated vesting of, and therefore expensed, these awards at 50% of the target shares presented based on expected achievement of
performance targets.

7,182 shares vested on February 3, 2017. Ms. Ovelmen’s remaining shares were forfeited upon her transition from her role at the Company.
9,739 shares vested on February 3, 2017, 6,926 shares vested on February 4, 2017; and 5,263 shares vested on February 5, 2017. Mr. Pajonas’ remaining shares of restricted

common stock and restricted stock units vest as follows: 9,682 shares of restricted stock units on February 3, 2018; 6,927 shares of restricted stock on February 4, 2018; and
9,682 shares of restricted stock units on February 3, 2019.

3,256 shares vested on February 3, 2017; 2,093 shares vested on February 4, 2017; and 1,290 shares vested on February 5, 2017. Ms. O’Connor’s remaining shares of
restricted common stock and restricted stock units vest as follows: 3,237 shares of restricted stock units on February 3, 2018; 2,093 shares of restricted stock on February 4,
2018; and 3,237 shares of restricted stock units on February 3, 2019.

3,899 shares vested on February 3, 2017. Mr. Gillespie’s remaining shares of restricted common stock and restricted stock units vest as follows: 3,877 shares of restricted
stock units on February 3, 2018, 15,000 shares of restricted stock on May 13, 2018; and 3,878 shares of restricted stock units on February 3, 2019.

(10) These shares represent target long-term equity incentive awards in the form of contingent performance share units under the Company's long-term incentive program, plus

accrued dividend equivalents. The targets set for this award are based on the achievement of organizational structure and leadership development strategy objectives, including
implementing a leadership development plan that identifies and develops superior performers for management succession plans. These shares will vest, if at all, at a rate of
100% on December 31, 2018. As of December 31, 2016, the Company estimated vesting of, and therefore expensed, these awards at 100% of the target shares presented
based on expected achievement of performance targets.
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2016 Option Exercises and Stock Vested

EXECUTIVE COMPENSATION

The following table sets forth certain information with respect to stock option exercises and restricted common stock vesting during the fiscal year ended

December 31, 2016 with respect to the Named Executive Officers.

Option Awards Stock Awards

Number of Shares Value Realized Number of Shares Value Realized

Acquired on Exercise on Exercise Acquired on Vesting on Vesting

Name (#) () (#)® ®)
Mark A. Blinn 84,261 2,366,234 130,558 5,890,499
Karyn F. Ovelmen - - — —
Thomas L. Pajonas — — 62,820 2,839,066
Carey A. O’Connor - - 16,633 749,443

Keith E. Gillespie -

(1) The number of shares reported includes shares that were surrendered during the fiscal year ended December 31, 2016 to pay for taxes upon the vesting of restricted common stock.

2016 Pension Benefits

The following table sets forth certain information as of December 31, 2016 with respect to potential payments under our pension plans for each Named
Executive Officer. Please refer to “—Elements of the Executive Compensation Program— Flowserve Corporation Pension Plans” above for a narrative

description of the material factors necessary to an understanding of our pension plans.

Number of Years Present Value of Payments During

Credited Service Accumulated Benefit Last Fiscal Year

Name Plan Name (#) ($) ($)
Mark A. Blinn Qualified — Cash Balance! 121 258,415 -
Non-Qualified — SMRP 12.1 1,613,635 —

Non-Qualified — SERP 12.1 1,065,442 —

Karyn F. Ovelmen Qualified — Cash Balance! 1.6 34,233 —
Non-Qualified — SMRP 1.6 41,358 —

Non-Qualified — SERP 1.6 53,436 —

Thomas L. Pajonas Qualified — Cash Balance™ 12.7 306,957 =
Non-Qualified — SMRP 12.7 1,021,114 -

Non-Qualified — SERP 12.7 715,894 —

Carey A. O’Connor Qualified — Cash Balance! 14 226,404 —
Non-Qualified — SMRP 14 133,626 —

Non-Qualified — SERP 14 136,341 —

Keith E. Gillespie Qualified — Cash Balance™ 1.6 34,173 =
Non-Qualified — SMRP 1.6 22,880 —

Non-Qualified — SERP 1.6 41,855 —

(1) The Company sponsors cash balance designed pension plans for eligible employees. Each executive accumulates a notional amount derived from the plan provisions, each Named
Executive Officer's account balances as of December 31, 2016 are presented above. We believe that this is the best estimate of the present value of accumulated benefits.
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Potential Payments upon Termination or Change-In-Control

On February 14, 2017, in connection with an annual review of the
compensation plans and arrangements of the Company, the O&C
Committee approved the consolidation of the Flowserve Corporation
Executive Officer Change in Control Severance Plan, the Flowserve
Corporation Officer Change in Control Severance Plan and the Flowserve
Corporation Key Management Change in Control Severance Plan (collectively,
the “Prior CIC Plans”) into the Flowserve Corporation Change in Control
Severance Plan (the “CIC Plan”), and approved certain updates and
amendments to such plan. In addition, the O&C Committee approved
the amendment and restatement of the Company’s prior Amended and
Restated Officer Severance Plan (the “Prior Severance Plan”) by the
adoption of the Flowserve Corporation Amended and Restated Officer
Severance Plan (the “Officer Severance Plan”). The information below
describes certain compensation that would have been paid under existing
plans and contractual arrangements to the Named Executive Officers in the
event of a termination of such executive’s employment with the Company
or change-in-control of the Company, assuming such events occurred
on December 31, 2016 and describes the terms of the consolidation
and amendment of the Prior CIC Plans and the Prior Severance Plan.
Amounts shown thus include amounts earned through such time and are
estimates of the amounts that would have been paid out to the executives
upon their termination or a change-in-control (based upon the executive’s
compensation and service levels as of such date and the closing price

of the Company’s common stock on December 31, 2016 of $48.05).
The actual amounts to be paid out can only be determined at the time
of a change-in-control or such executive’s termination of employment
with the Company. Upon any termination of employment, each of the
Named Executive Officers would also be entitled to the vested amounts
and contributions shown in the “2016 Pension Benefits” and “2016 Non-
Quialified Deferred Compensation” tables above.

In addition to the amounts shown in the “2016 Pension Benefits” and
“2016 Non-Qualified Deferred Compensation” tables above, each of the
Named Executive Officers are entitled to payments and benefits under
the Company’s Officer Severance Plan and the CIC Plan in the event
of a termination of such executive’s employment with the Company or
change-in-control of the Company. In addition, the Company sponsors
several non-qualified pension plans and equity and non-equity incentive
compensation plans that provide the Named Executive Officers with
additional compensation in connection with a change-in-control or
termination of employment under certain circumstances. The following
is a description of the compensation payable to the Named Executive
Officers in connection with a termination of employment and/or change-
in-control under these arrangements and a table summarizing the
estimated payouts assuming that a termination of employment and/
or change-in-control occurred on December 31, 2016.

Flowserve Corporation Officer Severance Plan

All of the Named Executive Officers currently participate in the Company’s
Officer Severance Plan, as described under “—Elements of the Executive
Compensation Program” above. Under the Officer Severance Plan, the
Company'’s officers are provided the following benefits for a termination
of employment as a result of a reduction in force or if the executive is
terminated without cause: (i) two years of the officer’s current base
salary, paid on a bi-weekly basis in accordance with the Company’s
regular salary payments and (i) a lump sum payment, payable at the
time annual incentive awards are paid to officers still employed by the
Company, substantially equivalent to the AIP payment, at target, the
officer would have otherwise received under the Company’s AIP if the
officer had been employed at the end of the applicable performance
period and was otherwise eligible for a payment under the AIP. To the
extent an affected officer has outstanding contingent performance
shares or time-vested restricted common stock, the officer would also
be eligible to receive (i) contingent performance shares, if any, that
have a performance cycle that would end in the year that contains
the termination date, and (ii) a cash payment in lieu of any time vested
restricted common stock that would otherwise vest within 90 calendar
days following the termination date.

In addition, in order to receive such payments, the executive must execute
a release and covenant not to sue and must continue to comply with any
non-competition or non-solicitation agreements in effect with the Company

following his or her termination of employment. No benefits are payable
under the Officer Severance Plan to any officer who receives benefits
under the CIC Plan. The Officer Severance Plan does not provide for
any additional payments or benefits upon a termination of employment
by the Company for cause, upon the executive’s resignation for any
reason (including “good reason” or “constructive termination”) or upon
the executive’s death or disability.

For purposes of the Officer Severance Plan, the term “cause” generally
means the covered executive’s (i) willful and continued failure to perform
basic job duties after written demand for substantial performance is
delivered to the executive by the Board, which specifically identifies
the manner in which the Board believes that the executive has not
substantially performed the executive’s duties, or (i) willful engagement
in conduct materially and demonstrably injurious to the Company,
monetarily or otherwise.

In addition, to protect the Company’s competitive position, each executive
is required to sign an agreement with the Company that requires the
executive to forfeit the proceeds from some or all of the executive’s
long-term incentive awards if the executive engages in conduct that is
detrimental to the Company. Detrimental conduct includes working for
certain competitors, soliciting customers or employees after employment
ends and disclosure of confidential information in a manner that may
result in competitive harm to the Company.

Flowserve Corporation Change-in-Control Severance Plan

All of the Named Executive Officers currently participate in the Company’s
CIC Plan, as described under “—Elements of the Executive Compensation
Program” above. Benefits under the CIC Plan are triggered if, within two years
following a change-in-control of the Company (as defined in the CIC Plan and
discussed below), the employment of the Named Executive Officer is terminated
involuntarily other than for cause, death or disability, or for reasons constituting
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a “constructive termination.” In addition, benefits are triggered when a Named
Executive Officer is terminated within the 90-day period immediately prior to a
change-in-control if such termination (i) occurs after the initiation of discussions
leading to such change-in-control and (i) can be demonstrated to have occurred
at the request or initiation of parties to such change-in-control.



The severance benefits provided upon a termination of employment covered
under the CIC Plan include:

e A target bonus or target annual incentive award in effect at the time of
termination (or if higher, at the time of the change-in-control), pro-rated
based on the number of days the Named Executive Officer was employed
during the performance period.

e A lump sum cash payment equal to (i) three times the sum of the
CEQ’s, executive vice president’s, or senior vice president’s then-current
annual base salary and target bonus or other annual incentive award
and (i) two times a president of a division’s or certain other officer’'s
then-current annual base salary and target bonus or other annual
incentive award. For purposes of this calculation, the base salary is
the highest of: () the highest-annualized monthly base salary during the
twelve months preceding the termination; (i) the base salary in effect
on the date of termination; and (iii) the base salary in effect on the date
of the change-in-control. For purposes of this calculation, the target
bonus or annual incentive award is the higher of the target bonus or
annual incentive award in effect on (i) the date of termination or (ii) the
date of the change-in-control.

* Payment of awards granted under the long-term incentive program
and any other stock option or other stock-based long-term incentive
award that have been earned and not yet paid, pursuant to the terms
of the applicable plan.

e Full vesting at target of each cash or stock-based long-term incentive
award or grant. Named Executive Officers have 90 days following the
date of employment termination to exercise vested stock options.

e Continuation of participation in the life insurance, medical, health and
accident benefit plans for a period of up to three years following the
date of termination.

e Calculation of benefits under the Company’s defined benefit pension
plan including supplemental retirement plan benefits.

* A “best-after-tax” cutback payment that would modify the payments
to the greatest, net after-tax amount of (i) the amounts payable to the
covered executive due to the change in control or (i) one dollar less
than the amounts payable to the covered executive due to the change
in control that would subject the covered executive to an excise tax.

The potential tax gross-up payment under the CIC Plan, while it may be
substantial and may result in the Company’s loss of a tax deduction of
compensation expense, is only applicable in the event of a change-in-control.
The potential tax gross-up payment will change from time to time based
on several factors, including the executive’s W-2 earnings, unvested equity
value and the Company’s stock price.

For purposes of the CIC Plan, “change-in-control” generally means the
occurrence of any of the following events:

® any person acquires more than 30% of the Company’s total voting power
represented by the Company’s then outstanding voting securities other
than in specific circumstances;

* amajority of the members of Board are replaced in any 12-month period
other than in specific circumstances;

e the consummation of a merger or consolidation of the Company with
any other corporation, other than a merger or consolidation in which
(i) the holders of the Company’s outstanding shares of common stock
and outstanding voting securities immediately prior to such merger or
consolidation receive securities possessing at least 50% of the total
voting power represented by the outstanding voting securities of the
surviving entity (or parent thereof) immediately after such merger or
consolidation, and (i) the elected members of the Board immediately
prior to such merger or consolidation constitute at least half of the board
of directors of the surviving entity (or parent thereof) immediately after
such merger or consolidation; or

EXECUTIVE COMPENSATION

® any person acquires more than 50% of the total gross fair market value
of the assets of the Company other than in specific circumstances.

For purposes of the CIC Plan, the term “cause” generally means: (i) the
willful and continued failure by a covered executive to substantially perform
his duties with the Company (other than any such failure resulting from
incapacity due to physical or mental illness), after a written demand for
substantial performance is delivered to the covered executive by the Board
that specifically identifies the manner in which the Board believes that he
has not substantially performed his duties, or (i) the willful engaging by
the covered executive in conduct materially and demonstrably injurious
to the Company, monetarily or otherwise.

For purposes of the CIC Plan, the term “constructive termination” generally
means the occurrence of any one of the following events within two years
after the effective date of a change in control without the express written
consent of the covered executive:

e a material reduction in the authority, duties or responsibilities held by the
covered executive immediately prior to the change in control;

e a material reduction by the Company of the covered executive’s base
salary;

e the relocation (without the covered executive’s consent) of the covered
executive’s principal place of employment by more than 35 miles from
its location immediately prior to a change-in-control; or

¢ any other material failure of the Company to honor all the terms and
provisions of the CIC Plan or any agreement with the covered executive.

A “constructive termination” shall only occur if the covered executive provides
notice to the Company of the occurrence of an event that constitutes
“constructive termination” within 30 days of the initial occurrence of
such event, the Company fails to cure such event within the first 30 days
following the receipt of such notice, and the covered executive terminates
his employment in the first 30 days following the end of the Company’s
opportunity to cure.

The receipt of benefits following termination under the CIC Plan is contingent
upon the covered executive executing a confidentiality and non-competition
agreement and release in favor of the Company.

The Company’s supplemental pension and incentive plans for senior
management contain provisions that serve to implement the provisions of
the CIC Plan. Our Qualified Plan also confers competitive post-employment
benefits to the executives upon a change-in-control.

The principle differences between the Prior CIC Plans and the CIC Plan
include the following:

e Certain covered executives were entitled to a tax “gross-up” for excise
taxes payable under Section 280G of the Internal Revenue Code of
1986, as amended, in connection with certain “change in control
payments” made to such covered executives. The CIC Plan replaces
all excise tax “gross-up” provisions with a “best-after-tax” cutback for
all covered executives.

e Covered executives are no longer entitled to accelerated vesting of any
outstanding equity or equity-based awards upon a change in control
of the Company, and will be entitled to such accelerated vesting only
upon certain qualifying terminations within two years following (or, in
certain cases, within the 90-day period prior to) a change in control of
the Company (a “Qualifying Termination”).

e Consistent with the Prior CIC Plans, the CIC Plan provides that, upon
a Qualifying Termination, each covered executive will be entitled to
severance payments consisting of the product of a specified severance
multiple and the sum of the covered executive’s base salary and target
annual bonus. Under the CIC Plan, effective as of January 1, 2019,
the applicable severance multiples will be amended so that () each
covered executive who is an executive vice president of the Company
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will be entitled to a severance multiple of two and one-half, instead of
three, (i) each covered executive who is a senior vice president of the
Company will be entitled to a severance multiple of two, instead of three
and (i) each covered executive who has a vice president title that is
specified in an appendix to the CIC Plan will be entitled to a severance
multiple of one, instead of two. No change was made to the applicable
severance multiples of the Chief Executive Officer of the Company and
covered executives who are presidents of a division of the Company.

Quantification of Potential Payments

e Covered executives will continue to be entitled to service credit for the
period equal to the product of 12 and the applicable severance multiple
described above for purposes of payments under the Company’s
pension and retirement plans, but will no longer be entitled to additional
age credit for such period for purposes of calculating payments under
such pension and retirement plans.

The following table sets forth the estimated value of the potential payments
to each of the Named Executive Officers who were employed as of
December 31, 2016, assuming the executive’s employment had terminated
on December 31, 2016.

For the events of termination involving a change-in-control, we assumed
that the change-in-control also occurred on December 31, 2016. In

addition to the payments set forth in the following tables, the Named
Executive Officers may receive certain payments upon their termination or
a change-in-control pursuant to our Deferral Plan, Qualified Plan, SERP
and SMRP. Previously vested amounts and contributions made to such
plans by each Named Executive Officer are disclosed in the “2016 Non-
Quialified Deferred Compensation” and “2016 Pension Benefits” tables.

Triggering Event Compensation Component Payout($)
Mark A. Karyn F.  Thomas L. Keith E. Carey A.
Blinn Ovelmen Pajonas Gillespie  O’Connor
Death Life insurance benefit (1.5x base salary;
third party payment) 1,500,000 975,600 1,080,453 727,500 607,500
Immediate vesting of outstanding
equity awards'" 11,992,915 3,752,473 8,063,734 1,844,996 1,706,136
Total 13,492,915 4,727,973 9,144,187 2,572,496 2,313,636
Disability Short-term and long-term disability
benefit to age 65 (third party payment) 2,723,374 2,897,792 1,197,690 3,491,537 4,865,812
Immediate vesting of outstanding
equity awards!" 11,992,915 3,752,473 8,063,734 1,844,996 1,706,136
Total 14,716,290 6,650,225 9,261,424 5,336,533 6,571,916
Retirement Vesting of contingent performance shares 7,805,527 — 3,651,743 — 207,308
Total 7,805,527 — 3,651,743 = 207,308
Termination Without Cause by the Termination payment (2x base salary) 2,099,975 1,300,000 1,440,604 970,000 810,000
Company or For Good Reason by Target annual incentive award 1,259,986 487,500 612,257 315,250 263,250
the Employee Total 3,359,961 1,787,500 2,052,861 1,285,250 1,073,250
Change-in-Control — Immediate vesting of outstanding
Employment Continues equity awards'" 11,992,915 3,752,473 8,063,734 1,844,996 1,706,136
Total 11,992,915 3,752,473 8,063,734 1,844,996 1,706,136
Change-in-Control — Termination Termination payment (3x base salary) 3,149,963 1,950,000 2,160,907 1,455,000 1,215,000
Without Cause by the Company  Termination payment (3x target annual
or Constructive Termination incentive award) 3,779,958 1,462,500 1,836,771 945,750 789,750
Prorated target annual incentive award 1,259,986 487,500 612,257 315,250 263,250
Immediate vesting of outstanding
equity awards" 11,992,915 3,752,473 8,063,734 1,844,996 1,706,136
Supplemental pension benefit 1,522,631 478,017 911,510 332,710 363,535
Health & welfare benefit 80,326 65,089 74,199 63,880 31,212
Excise Tax and gross-up payment® — — — — —
Total 21,785,779 8,195,579 13,659,378 4,957,587 4,368,881

(1) These amounts are calculated assuming that the market price per share of the Company’s common Stock on the date of event was equal to the closing price of the Company’s

common stock on December 30, 2016 ($45.08).

(2) For 2016, total payments for Messrs. Blinn and Pajonas were within the “safe harbor” amount prescribed under Section 280G of the Code and, as such, no excise tax gross-up
payment would be necessary. Mses. Ovelmen and O’Connor and Mr. Gillespie began serving as executive officers after January 1, 2011 and are not eligible for an excise tax

gross up payment.

In connection with Ms. Ovelmen’s departure, the Company and Ms. Ovelmen
entered into a separation agreement on February 26, 2017. Under the
terms of the separation agreement, in consideration of her ongoing
cooperation and assistance in an orderly transition of the duties of the
financial officer role and her release of claims against the Company,
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Ms. Ovelmen received severance benefits under Officer Severance Plan
for a termination without cause plus a cash payment equivalent to the
value of 7,500 shares of the Company’s common stock at the closing
stock price per share at February 24, 2017.



PROPOSAL TWO: ADVISORY VOTE ON EXECUTIVE
COMPENSATION

At each Annual Meeting, the Board provides shareholders the opportunity
to cast an advisory vote on the compensation of our Named Executive
Officers, pursuant to Schedule 14A of the Securities Exchange Act.
This proposal, commonly known as a “Say on Pay” proposal, gives our
shareholders the opportunity to endorse or not endorse our executive
compensation programs and policies and the compensation paid to our
Named Executive Officers.

The Board values the opinions of the Company’s shareholders as expressed
through their votes and other communications. This Say on Pay vote is
advisory, meaning that it is not binding on the O&C Committee or Board.
This vote will not affect any compensation already paid or awarded to
any Named Executive Officer, nor will it overrule any decisions the Board
has made. Nonetheless, the O&C Committee and the Board will review
and carefully consider the outcome of the advisory vote on executive
compensation when making future decisions regarding our executive
compensation programs and policies.

Financial Performance Data

We design our executive compensation programs to implement our
core objectives of attracting and retaining key leaders, rewarding current
performance, driving future performance and aligning the long-term
interests of our executives with those of our shareholders. Shareholders are
encouraged to read the Compensation Discussion and Analysis (“CD&A”)
section of this proxy statement, including the “Executive Summary”. In
the CD&A, we have provided shareholders with a description of our
compensation programs, including the philosophy and strategy underpinning
the programs, the individual elements of the compensation programs and
how our compensation plans are administered.

We believe shareholders should consider the following financial performance
data and compensation design elements when voting on this proposal:

» Concerning our 2016 performance: bookings were $3.76 billion, down
10.0% compared to 2015; sales were $3.99 billion, down 12.5%
compared to 2015; operating income was $277.5 million, down 47.2%
compared to 2015; and fully diluted earnings per share was $1.11,
down 44.5% compared to 2015.

e Concerning our annual incentive plan, the Operating Income performance
metric was 59.3% of plan, our Operating Cash Flows performance
metric was 76.8% of plan and our Bookings performance metric was

Compensation Design Elements

91.4% of plan and, when combined, appropriately resulted in an annual
incentive award percentage payout of 11.4% of target for Named
Executive Officers.

e The Company’s average return on net assets (“RONA”) for the 2014-2016
performance period was 13.4%, which represented approximately
112.6% of the three year median average RONA of the HPPG and the
Company’s growth in bookings was -7.6%, which was 9.53 percentage
points below the average GDP growth.

e On average, the Named Executive Officers had 78.1 % (or 86.1% in the
case of the CEQ) of their pay “at risk,” or dependent upon Company
and stock price performance, as well as individual performance.

e Maximum payout levels for the annual cash incentive award are capped
at 200% of target, with formulaic positive or negative adjustment for
individual performance, and the contingent performance share award
payouts are capped at 200% of target, which avoids excessive total
compensation and reduces the incentive to engage in unnecessarily
risky behavior.

e The annual cash incentive award and the contingent performance share
award have threshold payout levels, ensuring that incentive compensation
is reduced or eliminated altogether if minimum performance levels are
not achieved.

e Qur officers are subject to equity ownership guidelines, which further

encourage a long-term focus on sustainable performance and align
our officers’ interests with those of our shareholders.

e QOur officers are prohibited from engaging in transactions designed to
pledge or hedge against the value of the Company’s stock.

e The Company maintains a Recoupment of Incentive Compensation
Policy allowing for the “clawback” of incentive compensation in the
event of a financial restatement or misconduct.

e The Company does not provide perquisites, other than annual physical
exams.

The Board believes that the Company’s executive compensation programs
use appropriate structures and sound pay practices that are effective in
achieving our core objectives. Accordingly, the Board recommends that
you vote in favor of the following resolution:

“"RESOLVED, that the Flowserve Corporation shareholders approve, on
an aavisory basis, the compensation of the Company’s named executive
officers as described in the section of this Proxy Statement entitled

IR

‘Executive Compensation’.
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PROPOSAL THREE ADVISORY VOTE ON FREQUENCY OF CONDUCTING THE ADVISORY VOTE

ON EXECUTIVE COMPENSATION

Required Vote and Recommendation

Approval of this proposal will require the affirmative vote of a majority of the
votes cast in person or represented by proxy. Abstentions will not count
as votes cast on this proposal. Therefore, abstentions will have no effect
on the proposal. Additionally, broker non-votes will not be considered
to have voted on this proposal, and therefore will have no effect on the
proposal. The individuals named as proxies on the enclosed proxy card
will vote your proxy “FOR” this proposal unless you instruct otherwise on
the proxy or you withhold authority to vote.

The advisory vote on executive compensation is non-binding, meaning
that our Board will not be obligated to take any compensation actions, or
to adjust our executive compensation programs or policies, as a result of
the vote. Notwithstanding the advisory nature of the vote, the resolution
will be considered passed with the affirmative vote of a majority of the
votes cast at the Annual Meeting.

The Board recommends that you vote “FOR” the
approval of this advisory vote on Executive
Compensation.

PROPOSAL THREE: ADVISORY VOTE ON FREQUENCY OF
CONDUCTING THE ADVISORY VOTE
ON EXECUTIVE COMPENSATION

As discussed under “Proposal Two: Advisory Vote on Executive
Compensation”, the Company currently includes in the proxy materials
for a shareholders’ meeting where executive compensation disclosure
is required, a Say on Pay vote to approve the compensation of Named
Executive Officers. This Proposal Three gives our shareholders the opportunity
to advise our Board how often we should conduct the advisory Say on
Pay vote and is being submitted to shareholders as required by Section
14A of the Exchange Act. Accordingly, we are requesting your advisory
vote to determine whether a Say on Pay vote will occur every one, two
or three years.

The Board values the opinions of the Company’s shareholders as expressed
through their votes and other communications. The frequency of the
Say on Pay vote is advisory, meaning that it is not binding on the O&C
Committee or Board. Nonetheless, the O&C Committee and the Board
will review and carefully consider the outcome of this advisory vote when
considering how frequently we should conduct an advisory Say on Pay
vote on the compensation of our Named Executive Officers.

After careful consideration of the various arguments supporting each
frequency level, the Board currently believes that continuing to submit the
advisory vote on executive compensation to shareholders on an annual
basis is appropriate for the Company and its shareholders. An annual
vote has and will continue to allow our shareholders to provide us with
regular, timely and comprehensive feedback on important issues such as
our executive compensation programs and policies as disclosed in the
Company’s proxy statement each year.

The enclosed proxy card gives you four choices for voting on this item.
You can choose whether the Say on Pay vote should be conducted every
one year, every two years or every three years. You may also abstain
from voting on this proposal. Shareholders are not voting to approve or
disapprove the Board’s recommendation.

Required Vote and Recommendation

The advisory vote on the frequency of conducting the Say on Pay vote is a
non-binding vote, meaning that the Company will not be obligated to conduct
the Say on Pay vote with the frequency chosen by our shareholders at the
Annual Meeting. Abstentions and broker non-votes will have no effect on
the proposal. Notwithstanding the advisory nature of the vote, the frequency
option that receives the highest number of votes cast at the Annual Meeting
will be considered passed.
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The Board recommends that you vote FOR conducting
an ANNUAL Say on Pay vote.



CERTAIN RELATIONSHIPS

AND RELATED TRANSACTIONS

The Company has adopted a written policy for approval of transactions between
the Company and its directors, director nominees, executive officers, greater-
than-5% beneficial owners and their respective immediate family members,
where the amount involved in the transaction exceeds or is expected to exceed
$120,000 in a single calendar year.

The policy provides that the CG&N Committee reviews transactions subject to
the policy and determines whether or not to approve or ratify those transactions.
In doing so, the CG&N Committee takes into account, among other factors
it deems appropriate, whether the transaction is on terms that are no less
favorable to the Company than terms generally available to an unaffiliated
third-party under the same or similar circumstances and the extent of the
related person’s interest in the transaction. In addition, the Board has delegated
authority to the Chairman of the CG&N Committee to pre-approve or ratify
transactions where the aggregate amount involved is expected to be less than
$1 million. A summary of any new transactions pre-approved by the Chairman
is provided to the full CG&N Committee for its review in connection with each
regularly scheduled CG&N Committee meeting.

The CG&N Committee has considered and adopted standing pre-approvals
under the policy for limited transactions with related persons. Pre-approved
transactions include:

* business transactions with other companies in which a related person’s
only relationship is as an employee, director or less-than-10% beneficial
owner if the amount of business falls below the thresholds in the NYSE's
listing standards and the Company’s director independence standards; and

e charitable contributions, grants or endowments to a charitable organization
where a related person is an employee if the aggregate amount involved
does not exceed the greater of $1 million or 2% of the organization’s
total annual receipts.

The CG&N Committee was not requested to and did not approve any
transactions required to be reported under applicable SEC rules in 2016.
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SECURITY OWNERSHIP OF DIRECTORS
AND CERTAIN EXECUTIVE OFFICERS

The following table sets forth as of March 14, 2017 ownership of Company common stock by members of the Board, each Named Executive Officer
of the Company listed in the “Summary Compensation Table” individually and all members of the Board and all executive officers as a group. Except
pursuant to applicable community property laws and except as otherwise indicated, each shareholder identified possesses sole voting and investment
power with respect to his or her shares.

Name of Beneficial Owner Amount and nature of beneficial ownership" Percent of class
Mark A. Blinn 132,751@ *
Leif E. Darner 6,644 *
Gayla J. Delly 35,1330 *
Lynn L. Elsenhans 9,1659 *
Roger L. Fix 50,100@ *
John R. Friedery 43,1250 *
Keith E. Gillespie 28,469 *
Joe E. Harlan 32,1079 *
Kim L. Jackson 9,915 *
John R. Lenander 15,3726

Rick J. Mills 49,3850 *
Carey A. O’Connor 47,9420 *
Thomas L. Pajonas 66,9180 *
David E. Roberts 21,9350 *
John E. Roueche, Il 21,1349 *
William C. Rusnack 48,857110 *
Dave M. Stephens 42,2730 *
Kirk R. Wilson 26,4662 *
All members of the Board and officers as a group (18 individuals) 686,971(9 *

* Lessthan 1%.

(1) Beneficial ownership has been determined in accordance with Rule 13d-3 under the Exchange Act and, unless otherwise indicated, represents securities for which the beneficial
owner has sole voting and investment power. Any securities held in the name of and under the voting and investment power of a spouse of an executive officer or director have
been excluded. For each person or group, also includes any securities that person or group has the right to acquire within 60 days pursuant to stock options under certain
Company stock option and incentive plans.

(2) Includes 39,199 shares of common stock that Mr. Blinn has the right to acquire within 60 days pursuant to contingent performance share units.

(3)  Represents compensational shares that have been deferred under the director stock deferral plan ana/or a Company stock plan. The holder does not possess any voting or
investment power over these deferred shares.

(4) Includes 43,456 compensational shares that have been deferred under the director stock deferral plan and/or a Company stock plan. Mr. Fix does not possess any voting or
investment power over these deferred shares.

(5) Includes 1,964 shares of common stock that Mr. Jackson has the right to acquire within 60 days pursuant to contingent performance share units.
(6) Includes 1,567 shares of common stock that Mr. Lenander has the right to acquire within 60 days pursuant to contingent performance share units.
(7) Includes 4,394 shares of common Stock that Ms. O’Connor has the right to acquire within 60 days pursuant to contingent performance share units.
(8) Includes 17,925 shares of common stock that Mr. Pajonas has the right to acquire within 60 days pursuant to contingent performance share units.
(9) Includes 2,305 shares of common stock that Mr. Roueche has the right to acquire within 60 days pursuant to contingent performance share units.

(10) Includes 46,074 compensational shares that have been deferred under the director stock deferral plan and/or a Company stock plan. Mr. Rusnack does not possess any voting
or investment power over these deferred shares.

(11) Includes 4,201 shares of common stock that Mr. Stephens has the right to acquire within 60 days pursuant to contingent performance share units.
(12) Includes 1,840 shares of common stock that Mr. Wilson has the right to acquire within 60 days pursuant to contingent performance share units.

(13) Includes 73,395 shares of common stock that members of this group have the right to acquire within 60 days pursuant to contingent performance share units under certain
Company stock incentive plans. Also includes 280,380 compensational shares that have been deferred under various Company plans for which no member of the group
possesses voting power.
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SECURITY OWNERSHIP OF CERTAIN
BENEFICIAL OWNERS

The following shareholders reported to the SEC that they beneficially own more than 5% of the Company’s common stock. The information is presented
as of March 14, 2017 and is based on stock ownership reports on Schedule 13G filed with the SEC and subsequently provided to us. We know of no
other shareholder holding 5% or more of the Company’s common stock.

Name and Address of Beneficial Owner Amount and nature of beneficial ownership"" Percent of class

FMR LLC 16,447,197@ 12.6%
245 Summer Street
Boston, MA 02210

The Vanguard Group, Inc. 12,121,355 9.3%
100 Vanguard Blvd.
Malvern, PA 19355

First Eagle Investment Management, LLC 12,008,621% 9.2%
1345 Avenue of the Americas
New York, NY 10105

Invesco Ltd. 9,652,6710 7.4%
1555 Peachtree Street NE, Suite 1800
Atlanta, GA 30309

T. Rowe Price Associates, Inc. 8,006,658 6.1%
100 E. Pratt Street
Baltimore, MD 21202

Blackrock, Inc. 7,772,8320 6.0%
55 East 52 Street
New York, NY 10022

(1) Beneficial ownership has been determined in accordance with Rule 13d-3 under the Exchange Act and, unless otherwise indicated, represents securities for which the beneficial
owner has sole voting and investment power.

(2) Based on a Schedule 13G filed with the SEC on January 9, 2017. The filing indicates sole voting power for 794,540 shares, shared voting power for 0 shares, sole dispositive
power for 16,447,197 shares and shared dispositive power for 0 shares.

(3) Based on a Schedule 13G/A filed with the SEC on February 9, 2017. The filing indicates sole voting power for 210,037 shares, shared voting power for 21,698 shares, sole
dispositive power for 10,634,392 shares and shared dispositive power for 262,844 shares.

(4) Based on a Schedule 13G filed with the SEC on February 6, 2017. The filing indicates sole voting power for 11,564,300 shares, shared voting power for 0 shares, sole dispositive
power for 11,895,355 shares and shared dispositive power for 226,000 shares.

(5) Based on a Schedule 13G filed with the SEC on February 14, 2017. The filing indicates sole voting power for 9,642,771 shares, shared voting power for 0 shares, sole dispositive
power for 9,652,671 shares and shared dispositive power for 0 shares.

(6) Based on a Schedule 13G/A filed with the SEC on February 7, 2017. The filing indicates sole voting power for 2,640,776 shares, shared voting power for O shares, sole
dispositive power for 8,006,658 shares and shared dispositive power for 0 shares. These securities are owned by various individual and institutional investors which T. Rowe
Price Associates, Inc. (“Price Associates”) serves as an investment advisor with power to direct investments and/or sole power to vote the securities. For the purposes of the
reporting requirements of the Securities Exchange Act of 1934, Price Associates is deemed to be a beneficial owner of such securities; however, Price Associates expressly
disclaims that it is, in fact, the beneficial owner of such securities.

(7) Based on a Schedule 13G filed with the SEC on January 23, 2017. The filing indicates sole voting power for 6,633,485 shares, shared voting power for 0 shares, sole dispositive
power for 7,772,832 shares and shared dispositive power for 0 shares.

EQUITY COMPENSATION PLAN INFORMATION

The following table provides certain information about our common stock that may be issued upon the exercise of options granted under the Flowserve
Corporation Equity and Incentive Compensation Plan (the “2010 Plan”). No options were granted under any plan in 2016.

Number of Securities to Weighted-Average Number of Securities Remaining Available for

Be Issued Upon Exercise Exercise Price  Future Issuance Under Equity Compensation

of Outstanding Options,  of Outstanding Option, Plans (Excluding Securities Reflected in the

Plan Category Warrants and Rights Warrants and Rights" First Column)®
Equity compensation plans approved — — 3,240,638

by securities holders
Equity compensation plans not — — —
approved by securities holders

TOTAL - - -

(1) These amounts represent the weighted average exercise price for the total number of outstanding options.

(2) The shares of common stock reflected in this column include shares available for issuance under the 2010 Plan. This column does not reflect shares that were the subject of
outstanding awards under the 2010 Plan at December 31, 2016.
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SECTION 16(a) BENEFICIAL OWNERSHIP
REPORTING COMPLIANCE

Section 16(a) of the Exchange Act requires the Company’s directors, executive officers and any person beneficially owning more than 10% of the Company’s
common stock to file reports of ownership and any changes in ownership with the SEC. During 2016, Mark Blinn, Keith Gillespie, Kim Jackson, Carey
O’Connor, Karyn Ovelmen, Thomas Pajonas, Dave Stephens and Kirk Wilson each amended a Form 4 to correctly reflect a grant of restricted stock
units as opposed to restricted stock, and Thomas Pajonas and Dave Stephens each amended a Form 4 to correctly reflect the forfeiture of restricted
stock units as opposed to restricted stock. Based solely on the Company'’s review of reports furnished to the Company and representations provided
to the Company by persons required to file reports under Section 16 of the Exchange Act, other than the filings described in the preceding sentence,
the Company’s directors, executive officers and greater than ten-percent beneficial owners properly and timely complied with their Section 16(a) filing
requirements during the fiscal year ended December 31, 2016.

PROPOSAL FOUR: RATIFICATION OF APPOINTMENT OF
PRICEWATERHOUSECOOPERS LLP
TO SERVE AS OUR INDEPENDENT
REGISTERED PUBLIC ACCOUNTING
FIRM FOR 2017

The Audit Committee has approved PricewaterhouseCoopers LLP (“PwC”) to serve as our independent registered public accounting firm for 2017.

We are asking our shareholders to ratify the appointment of PwC as our independent registered public accounting firm. Although shareholder ratification
is not required by our By-laws or otherwise, the Board is submitting this proposal for ratification because we value our shareholders’ views on the
Company’s independent registered public accounting firm and as a matter of good corporate practice. In the event that our shareholders fail to ratify
the selection, it will be considered as a direction to the Audit Committee to consider the selection of a different firm. Even if the selection is ratified, the
Audit Committee in its discretion may select a different independent registered public accounting firm at any time during the year if it determines that
such a change would be in the best interests of the Company and its shareholders.

Required Vote and Recommendation

The proposal to ratify the appointment of PwC to serve as the Company’s as proxies on the enclosed proxy card will vote your proxy “FOR” ratifying
independent registered public accounting firm for 2017 requires the the appointment of PwC unless you instruct otherwise on the proxy or
affirmative vote of at least a majority of the votes cast in favor of or against unless you withhold authority to vote.

this proposal. Abstentions will not count as votes cast on this proposal.

Therefore, abstentions will have no effect on the proposal. Additionally, The Board recommends that you vote “FOR?” the

broker non-votes will not be considered to have voted on this proposal, ratification of appointment of Pricewaterhousecoopers

and therefore will have no effect on the proposal. The individuals named LLP to serve as our independent registered public
accounting firm for 2017.
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PROPOSAL FIVE:

SHAREHOLDER PROPOSAL ON

SHAREHOLDER PROXY ACCESS
BY-LAW AMENDMENT

A shareholder has stated that its representative intends to present the following proposal at the Annual Meeting. The Company will promptly provide
the name and address of the shareholder and the number of shares owned upon request directed to the Corporate Secretary. The Company is not
responsible for the contents of the proposal. If properly presented at the Annual Meeting, your Board unanimously recommends a vote “AGAINST”

the following proposal.

Shareholder Resolution

Proposal 5 - Shareholder Proxy Access Reform

Resolved: Shareholders request that our board of directors take the steps
necessary to enable at least 50 shareholders to aggregate their shares to
equal 3% of our stock owned continuously for 3-years in order to make
use of shareholder proxy access.

Even if the 20 largest public pension funds were able to aggregate their
shares, they would not meet the 3% criteria for a continuous 3-years
at most companies examined by the Council of Institutional Investors.
Additionally many of the largest investors of major companies are routinely
passive investors who would be unlikely to be part of the proxy access
shareholder aggregation process.

Under this proposal it is unlikely that the number of shareholders who
participate in the aggregation process would reach an unwieldy number
due to the rigorous rules our management adopted for a shareholder
to qualify as one of the aggregation participants. Plus it is easy for our
management to screen aggregating shareholders because management
simply needs to find one item lacking from a list of typical proxy access
requirements.

Please vote to enhance shareholder value: Shareholder Proxy
Access - Proposal 5

The Company’s Opposition Statement

The Board believes that the adoption of the proponent’s proposal is
unnecessary and not in the best interests of shareholders because the
Company’s shareholders already have a meaningful and appropriate proxy
access right. The Board recommends that you vote “AGAINST” Proposal
5 for the reasons described below:

We adopted in 2015, and enhanced in 2016, a carefully considered
proxy access framework reflecting input from extensive discussions
with our shareholders. We believe this framework is consistent with
best practices and the vast majority of proxy access bylaws adopted
by U.S. public companies, and strikes the appropriate balance
between promoting meaningful shareholder nomination rights and
protecting the best interests of all of our shareholders.

Our proxy access by-law permits a group of up to 20 shareholders, owning
at least 3% of our common stock continuously for at least 3 years, to include
in our annual meeting proxy materials director nominees constituting the
greater of two directors or 20% of the number of directors then serving
on the Board, rounded down to the closest whole number (if 20% is not
a whole number).

Following adoption of our proxy access by-law in late 2015, we continued
to monitor the development of proxy access, and in 2016, we conducted
significant shareholder outreach regarding proxy access. We received
valuable feedback from many of our shareholders on this topic, including
regarding what they believed to be appropriate proxy access parameters.

In August 2016, reflecting input from our shareholders as well as how proxy
access had been implemented at other companies, the Board refined our

proxy access by-law to provide even broader rights to our shareholders.
The key revision was to change the required ownership percentage to
utilize proxy access to 3% from 5%.

The Board believes that the current proxy access by-law reflects the input
and feedback received from the majority of our shareholders and strikes
the appropriate balance between providing a manageable proxy access
process while mitigating the possibility of the by-law being abused by
some special interest shareholders pursuing objectives that are not broadly
supported by our other shareholders.

We have provided an effective and workable proxy access framework.
The requested changes are unnecessary and potentially disruptive.

Our By-laws permit groups of up to 20 shareholders to aggregate their
shares to reach the required 3% ownership threshold (with a group of funds
under common management and investment control treated as a single
shareholder). We question whether allowing a larger number of shareholders
to aggregate their shares is workable for the nominating shareholder group
or even legal under the SEC proxy rules, given the broad solicitation that
would be required and the practical difficulties of coordinating a larger number
of shareholders. A 20 shareholder limit is widely embraced by companies
adopting proxy access and widely endorsed among institutional shareholders’
voting policies. Moreover, as of December 31, 2016, the Company’s five
largest shareholders in the aggregate held approximately 45% of the
Company’s common stock, and the Company’s 10 largest shareholders
in the aggregate held approximately 64.5% of the Company’s common
stock. Based on the composition of our shareholder base and feedback
from our shareholders, the Board concluded that limiting the size of the
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PROPOSAL FIVE SHAREHOLDER PROPOSAL ON SHAREHOLDER PROXY ACCESS BY-LAW AMENDMENT

nominating group to no more than 20 shareholders provides shareholders
with a meaningful and appropriate opportunity to reach the 3% threshold.
The Board also considered the complexities of receiving nominations from
a large number of shareholders (each potentially holding small numbers of
shares), the prohibitions under the SEC proxy rules on making a widespread
solicitation, even for the purpose of forming a shareholder nominating group,
and the time and other costs that would be incurred by the Company
in managing such an unwieldy process and concluded that the existing
20 shareholder provision does not prevent the Company’s shareholders
from effectively creating a nominating group and achieving proxy access.

Accordingly, we do not believe that it would be appropriate, and in fact
could be detrimental to the Company and our shareholders, to allow up
to 50 shareholders to constitute a proxy access group.

We have a strong corporate governance structure and record of
accountability.

The proponent’s proposal should also be evaluated in the context of our
overall corporate governance practices. The Company’s current corporate
governance structure reflects a significant and ongoing commitment to
strong and effective governance practices and a wilingness to be responsive
and accountable to our shareholders. We regularly assess and refine our
corporate governance policies and procedures to take into account evolving
best practices and to address feedback provided by our shareholders
and other stakeholders. Adopting proxy access is in accordance with this
commitment. In addition to the proxy access provisions in the Company’s
By-laws, we have implemented several corporate governance measures
that provide shareholders several avenues to influence the Board, including
providing shareholders an opportunity to have a meaningful voice in the
director nomination and election process. These measures include:

e Any shareholder may nominate directors pursuant to the Company’s
By-laws and solicit proxies for director nominees under SEC proxy rules.

Shareholders have the right to recommend a candidate for election to
the Board by submitting a notice pursuant to the Company’s By-laws to
the Corporate Governance and Nominating Committee, which evaluates
such recommendations using generally the same methods and criteria
as recommendations received from other sources.

Any shareholder may submit proposals for consideration at the Company’s
annual meeting and for inclusion in the Company’s proxy statement,
subject to certain conditions and applicable SEC rules.

e Shareholders representing at least 25% of our outstanding shares of
common stock may call a special meeting.

e Shareholders have the right to communicate directly with the independent
directors serving on the Board.

In addition, we have adopted corporate governance measures that put
in place numerous other key protections for our shareholders. Examples
of other key protections for our shareholders in our current corporate
governance structure include:

e Our Board comprises a balanced mix of experienced and recently
appointed directors with experience, tenure, diversity, skills and
qualifications in areas of importance to our Company. We have added
two new directors over the last four years, each of whom brings a
unique and valuable background to the overall composition of the Board.

e QOur directors are all elected on an annual basis and by a majority of
the votes cast, in uncontested elections.

We have a director resignation policy, requiring directors to offer to resign if
they fail to receive a majority of the votes cast in an uncontested election.

Our Board has a retirement age of 72.

Our directors have meaningful stock ownership in the Company and all
non-employee directors must own shares of the Company’s common
stock with a value at least five times his or her annual cash retainer by
his or her fifth anniversary of Board service.

e Nine of our ten directors are independent under NYSE rules.

e Qur Board is led by an independent Chairman with clearly defined,
robust responsibilities. The positions of Chairman of the Board and Chief
Executive Officer have been separated at the Company since 2005.

Each shareholder may express their views on our executive compensation
program through an annual “say-on-pay” vote.

In light of the Board’s continuing commitment to ensuring effective corporate
governance, as evidenced by the adoption of a proxy access By-law and
by other actions described above and elsewhere in this proxy statement,
the Board believes that adoption of this proposal is not necessary.

The Board recommends that you vote “AGAINST” the approval of the
shareholder resolution.

Required Vote and Recommendation

The approval of the shareholder resolution requires the affirmative vote
of at least a majority of the votes cast in favor of or against this proposal.
Abstentions will count as votes cast on this proposal, but will not count as
votes “for” the proposal. Therefore, abstentions will have the same effect
as votes “against” the proposal. Additionally, broker non-votes will not be
considered to have voted on this proposal, and therefore will have no effect
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on the proposal. The individuals named as proxies on the enclosed proxy card
will vote your proxy “AGAINST” approving the shareholder resolution unless
you instruct otherwise on the proxy or unless you withhold authority to vote.

The Board recommends that you vote “AGAINST” the
approval of the shareholder resolution.



REPORT OF THE AUDIT COMMITTEE

The Audit Committee of the Board of Directors of the Company is comprised
of four independent directors: Gayla J. Delly (Chairperson), Leif E. Darner,
Roger L. Fix and Rick J. Mills. The Audit Committee operates under a
written charter adopted by the Board. The Audit Committee met seven
times in 2016 and discussed matters, explained in more detail below, with
the independent auditors, internal auditors and members of management.

Management has primary responsibility for the Company’s internal controls
and the financial reporting process. The independent auditors are responsible
for performing an independent audit of the Company’s consolidated
financial statements in accordance with generally accepted auditing
standards and issuing a report on this audit. In addition, the independent
auditors are responsible for auditing the Company’s internal control over
financial reporting and issuing a report on the effectiveness of internal
control over financial reporting. The Audit Committee’s responsibility is
to monitor and oversee this process, including the engagement of the
independent auditors, the pre-approval of their annual audit plan and the
review of their annual audit report.

In this context, the Audit Committee has met and held detailed discussions
with management on the Company’s consolidated financial statements.
Management represented to the Audit Committee that the Company’s
consolidated financial statements were prepared in accordance with
accounting principles generally accepted in the United States and that these
statements fairly present the financial condition and results of operations
of the Company for the period described. The Audit Committee has relied

upon this representation without any independent verification, except for
the work of PwC, the Company’s independent registered public accounting
firm. The Audit Committee also discussed these statements with PwC,
both with and without management present, and has relied upon their
reported opinion on these financial statements.

The Audit Committee further discussed with PwC matters required to be
discussed by standards, including Public Company Accounting Oversight
Board (PCAOB) 16 “Communication with Audit Committee”. In addition,
the Audit Committee received from PwC the written disclosures and
letter required by applicable requirements of the PCAOB regarding PwC’s
communications with the Audit Committee concerning its independence,
and has discussed with PwC its independence from the Company and
its management.

Based on these reviews and discussions, including the Audit Committee’s
specific review with management of the Company’s Annual Report and based
upon the representations of management and the report of the independent
auditors to the Audit Committee, the Audit Committee recommended to
the Board that the audited consolidated financial statements be included
in the Company’s Annual Report filed with the SEC.

Gayla J. Delly, Chairperson
Leif E. Darner

Roger L. Fix

Rick J. Mills

OTHER AUDIT INFORMATION

Relationship with Independent Registered Public Accounting Firm

The Audit Committee appointed PwC to serve as the Company'’s independent registered public accounting firm for the fiscal year ending December 31,
2016. In this role, PwC audits the financial statements of the Company. Representatives from PwC will be present at the Annual Meeting and will be
available to respond to appropriate questions from shareholders. They will have the opportunity to make a statement if they desire to do so.

Audit and Non-Audit Fees and Services

The following table summarizes the aggregate fees (excluding value added taxes) for professional services incurred by the Company for the audits of its
2016 and 2015 financial statements and other fees billed to the Company by PwC in 2016 and 2015. In general, the Company retains PwC for services
that are logically related to or natural extensions of services performed by independent auditors.

2016 2015
Audit Fees $ 7,765,000 $ 7,635,367
Audit Related Fees 310,000 163,042
Total Audit Related Fees 8,075,000 7,798,409
Tax Compliance 326,000 217,608
Tax Consulting/Advisory 304,000 262,379
Total Tax Fees 630,000 479,986
All Other Fees 61,000 81,363

TOTAL FEES

$ 8,766,000 $ 8,359,758

The Audit Committee pre-approved all of the audit and non-audit fees described above for the years ended December 31, 2016 and December 31,

2015 in accordance with its approval policy discussed below.
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OTHER MATTERS

Audit Committee Approval Policy

The Audit Committee approves all proposed services and related fees to
be rendered by the Company’s independent registered public accounting
firm prior to their engagement. Services to be provided by the Company’s
independent registered public accounting firm generally include audit services,
audit-related services and certain tax services. All fees for the annual audit
or audit-related services to be performed by the Company’s independent
registered public accounting firm are itemized for the purposes of approval.
The Audit Committee approves the scope and timing of the external audit
plan for the Company and focuses on any matters that may affect the
scope of the audit or the independence of the Company’s independent
registered public accounting firm. In that regard, the Audit Committee receives

OTHER MATTERS

certain representations from the Company'’s independent registered public
accounting firm regarding their independence and permissibility under the
applicable laws and regulations of any services provided to the Company
outside the scope of those otherwise allowed. The Audit Committee also
approves the internal audit plan for the Company.

The Audit Committee may delegate its approval authority to the Chairman
of the Audit Committee to the extent allowed by law. In the case of any
delegation, the Chairman must disclose all approval determinations to
the full Audit Committee as soon as possible after such determinations
have been made.

The Company knows of no other matters to be submitted to the shareholders at the Annual Meeting. If any other matters properly come before the
shareholders at the Annual Meeting, it is the intention of the persons named on the enclosed proxy card to vote the shares represented thereby on such

matters in accordance with their best judgment.
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Map and Driving Directions to

The Flowserve Corporation Global Technology and Training Center
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Instructions from Dallas/Fort Worth International Airport (DFW):

Take the north exit from the airport to John Carpenter Freeway (Highway
114) heading east

Exit Esters Boulevard and turn left onto Esters Boulevard

The Flowserve Corporation Global Technology and Training Center is on
the northeast corner of Esters Boulevard and West Royal Lane

Instructions from Downtown Dallas:

Take Interstate Highway 35E heading north

Take the left fork onto Highway 183 toward IRVING (Highway 114)/
DFW AIRPORT

Take the right fork onto John W. Carpenter Freeway (Highway 114) toward
GRAPEVINE/DFW AIRPORT NORTH ENTRY and continue west in one
of the outside lanes until you reach the Esters Boulevard exit

Exit Esters Boulevard and turn right onto Esters Boulevard

The Flowserve Corporation Global Technology and Training Center is on
the northeast corner of Esters Boulevard and West Royal Lane





