Edgar Filing: WABCO Holdings Inc. - Form 10-K

WABCO Holdings Inc.
Form 10-K

February 16, 2018
Table of Contents

UNITED STATES

SECURITIES AND EXCHANGE COMMISSION

WASHINGTON D.C. 20549

FORM 10-K

x ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934

For the fiscal year ended December 31, 2017

OR

o TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF 1934

For the transition period from to

Commission file number 1-33332

WABCO Holdings Inc.

(Exact name of Registrant as specified in its charter)
Delaware 20-8481962

(State or other jurisdiction of (IR.S. Employer
incorporation or organization) Identification No.)

Chaussée de la Hulpe 166
1170 Brussels, Belgium

2770 Research Drive,
Rochester Hills, MI
(Address of principal executive offices) (Zip Code)

Registrant’s telephone number, including area code +32 2 663 98 00
Securities registered pursuant to Section 12(b) of the Act:

48309-3511

Title of each class Name of each exchange on which registered
Common stock, par value $0.01 per share New York Stock Exchange
Securities registered pursuant to Section 12(g) of the Act:

Title of each class

None

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities
Act. x Yes o No

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the
Act. o Yes x No

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90

days. x Yes o No

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T



Edgar Filing: WABCO Holdings Inc. - Form 10-K
(§232.405 of this




Edgar Filing: WABCO Holdings Inc. - Form 10-K

Table of Contents

chapter) during the preceding 12 months (or for such shorter period that the registrant was required to submit and post
such files). x Yes o No

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K (Section 229.405 of
this chapter) is not contained herein, and will not be contained, to the best of registrant's knowledge, in definitive
proxy or information statements incorporated by reference in Part III of this Form 10-K or any amendment to this
Form 10-K. o

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
smaller reporting company, or an emerging growth company. See the definitions of large accelerated filer, accelerated
filer, smaller reporting company, and emerging growth company in Rule 12b-2 of the Exchange Act.

Large Accelerated Filer x Accelerated Filer o

Non-Accelerated Filer o (Do not check if a smaller reporting company) Smaller Reporting Company o
Emerging Growth Company o

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition
period for complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the
Exchange Act.o

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange

Act). o Yes x No

The aggregate market value of the voting stock (Common Stock) held by non-affiliates of the registrant as of the close
of business on June 30, 2017, the last business day of the registrant's most recently completed second fiscal quarter,
was approximately $6.8 billion based on the closing sale price of the common stock on the New York Stock Exchange
on that date. The registrant does not have any non-voting common equity.

Indicate the number of shares outstanding of each of the issuer’s classes of common stock, as of the latest practicable
date.

Common stock, $.01 par value, outstanding at

February 9, 2018 53,741,272 shares

DOCUMENTS INCORPORATED BY REFERENCE
Part III incorporates information from certain portions of the registrant's definitive proxy statement to be filed with the
Securities and Exchange Commission within 120 days after the fiscal year end of December 31, 2017.




Edgar Filing: WABCO Holdings Inc. - Form 10-K

Table of Contents

WABCO HOLDINGS INC. AND SUBSIDIARIES
FORM 10-K

Year ended December 31, 2017

TABLE OF CONTENTS

PART L.

Item 1. Business

Item 1A. Risk Factors

Item 1B. Unresolved Staff Comments

Item 2. Properties

Item 3. Legal Proceedings

Item 4. Mine Safety Disclosures

Item 4A. Executive Officers of the Registrant

PART IIL.

Market for the Registrant's Common Equity. Related Stockholder Matters and Issuer Purchases of
Equity Securities

Item 6. Selected Financial Data

Item 7. Management's Discussion and Analysis of Financial Condition and Results of Operations
Item 7A. Quantitative and Qualitative Disclosures about Market Risk

Item 8. Financial Statements and Supplementary Data

Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure
Item 9A. Controls and Procedures

Item 9B. Other Information
PART III.

Item 10. Directors. Executive Officers and Corporate Governance

Item 11. Executive Compensation

Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters
Item 13. Certain Relationships and Related Transactions and Director Independence

Item 14. Principal Accounting Fees and Services
PARTIV.

Item 15. Exhibits and Financial Statement Schedules
Item 16. Form 10-K Summary

Signatures

Item 5.

U

o
aq

(¢)

HRSRBREKEKKKEEREREEERRE B BREERRE™™

=)




Edgar Filing: WABCO Holdings Inc. - Form 10-K

Table of Contents
Information Concerning Forward Looking Statements

Certain of the statements contained in this report (other than the historical financial data and other statements of
historical fact), including, without limitation, statements as to management's expectations and beliefs, are
forward-looking statements. These forward-looking statements were based on various facts and were derived utilizing
numerous important assumptions and other important factors, and changes in such facts, assumptions or factors could
cause actual results to differ materially from those in the forward-looking statements. Forward-looking statements
include the information concerning our future financial performance, financial condition, liquidity, business strategy,
projected plans and objectives. Statements preceded by, followed by or that otherwise include the words “believes”,

L INT3 LR INT3 LR N3 LT3 < LEINT3 ”on

“expects”, “anticipates”, “‘strategies”, “prospects”, “intends”, “projects”, “estimates”, "continues", "evaluates", “forecasts”, “se
"goals", "potential”, “may increase”, “may fluctuate”, and similar expressions or future or conditional verbs such as “will,”
“should,” “would,” “may” and “could” are generally forward looking in nature and not historical facts. This report includes
important information as to risk factors in “Item 1. Business”, “Item 1A. Risk Factors”, and “Item 7. Management's
Discussion and Analysis of Financial Condition and Results of Operations.” Many important factors could cause actual

results to differ materially from management's expectations, including:

the actual level of commercial vehicle production in our end-markets;

adverse developments in the business of our key customers;

periodic changes to contingent liabilities;

adverse developments in general business, economic and political conditions or any outbreak or escalation of

hostilities on a national, regional or international basis;

.changes in international or U.S. economic conditions, such as inflation, interest rate fluctuations, foreign exchange

rate fluctuations or recessions in our markets;

uanpredictable difficulties or delays in the development of new product technology;

pricing changes to our products or those of our competitors, and other competitive pressures on pricing and sales;
our ability to receive components and parts from our suppliers of a reasonable quality level or to obtain them at
reasonable price levels due to fluctuations in the costs of the underlying raw materials;

our ability to access credit markets or capital markets on a favorable basis or at all;

our ability to service our debt obligations;

changes in the environmental regulations that affect our current and future products;

competition in our existing and future lines of business and the financial resources of competitors;

our failure to comply with regulations and any changes in regulations;

our failure to complete potential future acquisitions, collaborations and cooperations or to realize benefits from

completed acquisitions, collaborations and cooperations;

our inability to implement our growth plan;

our ability to service our pension obligations;

the loss of any of our senior management;

difficulties in obtaining or retaining the management and other human resource competencies that we need to achieve

our business objectives;

the success of, and costs and savings associated with, our current streamlining initiatives;

dabor relations;
our ability to mitigate any tax risks, including, but not limited to, those risks associated with changes in
legislation, tax audits and the loss of the benefits associated with our tax rulings and incentives in certain
jurisdictions and the risk that we may need to increase our provisional charge relating to the transition tax under
U.S. tax law;

risks inherent in operating in foreign countries, including exposure to local economic conditions, government

regulation, currency restrictions and other restraints, changes in tax laws and rulings, expropriation, political

instability and diminished ability to legally enforce our contractual rights.
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We undertake no obligation to release publicly any revisions to any forward-looking statements, to report events or to
report the occurrence of unanticipated events unless we are required to do so by law.
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PART I
ITEM 1. BUSINESS

Overview

¢ 99 ¢

Except as otherwise indicated or unless context otherwise requires “WABCO”, “WABCO Holdings Inc.,” “we,” “us,” “our,” a

“the Company” refer to WABCO Holdings Inc. and its consolidated subsidiaries.

WABCO is a leading global supplier of electronic, mechanical, electro-mechanical and aerodynamic products for the
world's major manufacturers of commercial trucks, buses and trailers, as well as passenger cars. We engineer,
develop, manufacture and sell integrated systems controlling advanced braking, stability, suspension, steering,
transmission automation, as well as air compression and processing. These systems improve vehicle safety, efficiency
and performance while reducing overall vehicle operating costs. We estimate that approximately two out of every
three commercial vehicles with advanced and conventional vehicle control systems worldwide are equipped with our
products. For passenger cars, including sports utility vehicles (SUVs), we supply products for sophisticated, niche
applications. We continue to grow in more parts of the world as we increasingly provide additional components and
systems throughout the life of a vehicle, from design and development to the aftermarket. By leveraging fleet
connectivity, WABCO mobilizes vehicle intelligence to advance fleet safety, efficiency and security.

History of Our Company

WABCO was founded in the United States in 1869 as Westinghouse Air Brake Company. We were purchased by
American Standard Companies Inc. (American Standard) in 1968 and operated as the Vehicle Control Systems
business division within American Standard until we were spun off from American Standard on July 31, 2007.
Subsequent to our spin-off, American Standard changed its name to Trane Inc., which we herein refer to as “Trane.” On
June 5, 2008, Trane was acquired in a merger with Ingersoll-Rand Company Limited (Ingersoll Rand) and exists

today as a wholly owned subsidiary of Ingersoll Rand.

Products and Services

We engineer, develop, manufacture and sell advanced braking, stability, suspension, steering, transmission automation
and air management systems primarily for commercial vehicles. Our largest-selling products are pneumatic anti-lock
braking systems (ABS), electronic braking systems (EBS), electronic stability control (ESC) systems, brake controls,
automated manual transmission (AMT) systems, air disc brakes, and a large variety of conventional mechanical
products such as actuators, air compressors and air control valves for medium and heavy-duty trucks, buses and
trailers.

We are also a global market leader in hydraulic components, controls and brake systems for heavy-duty, off-highway
vehicles used, for example, in agriculture, construction and mining. We are the only supplier with a complete portfolio
of pneumatic and hydraulic braking and control systems for off-highway vehicles worldwide. WABCO is also the
only supplier that provides a full range of aerodynamic devices for commercial vehicles worldwide. Aerodynamic
products reduce the air drag of commercial trucks traveling long distances at highway speeds, thereby lowering fuel
consumption and CO2 emissions. Aerodynamic devices help commercial vehicle fleet operators improve their
operational efficiency and environmental performance.

In addition, we supply commercial vehicle aftermarket distributors and service partners as well as fleet operators with
replacement parts, fleet management solutions, diagnostic tools, training and other expert services. We provide
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innovative control functions by leveraging rich data from onboard mission-critical systems to advance fleet safety,
efficiency and security. With WABCQO’s Transics TX-TRAILERGUARD™ and TX-SKY™, customers continuously
obtain data from onboard mission-critical systems. Simultaneously, all of this information is integrated onto the fleet
manager’s displays via TX-CONNECT™ web-based back-office technology. By translating this big data into actionable
management insights, fleets gain efficiency and asset utilization improves. Furthermore, we supply advanced

electronic suspension controls and vacuum pumps to the passenger car and SUV markets in Europe, North America

and Asia. We also provide remanufacturing services globally.

WABCO’s AMT control technology boosts fuel economy while reducing emissions. It enables drivers to focus further
attention on road and traffic conditions, resulting in increased comfort and safety. It also helps to minimize any
performance gap between highly skilled and less experienced drivers. Our industry continues to adopt AMT
technology with great growth potential in the United States and BRIC countries - Brazil, Russia, India and China - as
OEMs and fleet operators seek to increase driver comfort and safety.

WABCO is the first supplier of advanced emergency braking systems (AEBS) homologated in Europe in accordance
with
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European Union regulations. WABCO's OnGuardACTIVE™ AEBS for trucks and buses complies with European Union
regulations that came into effect at the tail end of 2015. It detects moving, stopping and stationary vehicles ahead. It
alerts the driver via acoustic, visual and haptic signals. OnGuard ACTIVE autonomously applies the brakes and can
bring the vehicle to a complete stop, helping to prevent or mitigate rear-end collisions.

At the end of 2015, the European Union mandated lane departure warning systems (LDWS) on new commercial
vehicles. This new regulation is addressed by WABCQO’s OnLane™ camera-based LDWS technology. Once it detects
unintended lane drift, OnLane prompts the driver via acoustic, visual and haptic signals, to take corrective measures. It
also features an advanced option to warn against driver drowsiness.

In 2017, WABCO introduced OnSide™, an advanced blind-spot detection system for commercial trucks and trailers.
This new radar-based system alerts drivers to the presence of a moving vehicle in a truck’s blind spot and provides a
side-collision warning to reduce the risk of accidents. When used in conjunction with WABCO’s OnLaneASSIST™
lane-keeping assist system, OnSide can go beyond warning to enable active collision avoidance. WABCO’s
OnLaneASSIST is the first application of active steering technology in our portfolio of advanced driver assistance
systems and OnSide provides a critical capability for the autonomous commercial vehicles of the future.

In April 2017, WABCO and G7, a technology leader in China’s fleet logistics industry, formed a joint venture and
launched Smart Trailer FMS, a trailer fleet management solution (FMS). It is integrated with WABCO’s Intelligent
Trailer Program, which monitors and controls more than 40 onboard functions. G7 is dedicated to implementing
telematics, artificial intelligence and big-data algorithms in the logistics industry. Smart Trailer FMS drives
penetration of electronic braking systems and advances vehicle intelligence of tractors and trailers. WABCO and G7
are setting new standards for cargo transportation safety, efficiency and connectivity in China.

In July 2017, WABCO further expanded its global FMS platform by agreeing to acquire AssetTrackr, an innovative
FMS provider based in Bangalore, India. AssetTrackr helps commercial fleets to track, analyze and optimize their
transportation resources and assets in real time through cloud-based solutions.

In September 2017, WABCO completed the acquisition of R.H. Sheppard Co., Inc.. Based in Pennsylvania, U.S.A.,
Sheppard is a key supplier of steering technologies for commercial vehicles, offering a suite of power-steering gears
that has set the standard for heavy-duty commercial and specialty vehicles. This acquisition combines Sheppard’s
steering technologies with WABCO’s technologies in active braking, electronic stability control and other advanced
driver assistance systems. This represents a major step toward providing lateral control through active steering, which
is a cornerstone to WABCQO’s ability to control longitudinal movement through active braking, stability and suspension
controls. In conjunction with the Sheppard acquisition, WABCO signed a long-term cooperation agreement with
Nexteer Automotive, a global leader in intuitive motion control, headquartered in Michigan, U.S.A. WABCO and
Nexteer will collaborate to develop and supply active steering systems for medium- and heavy-duty commercial
vehicles using Nexteer MagnaSteer™ Actuation Technology, a breakthrough in advanced steering assistance. Both
companies will integrate MagnaSteer’s proven technology with Sheppard’s suite of power-steering gears. This
advancement will result in differentiating solutions for steering, braking and stability controls to benefit commercial
vehicle makers and fleet operators across the globe.

In October 2017, WABCO completed the buyout of the Meritor WABCO joint venture in North America, purchasing
Meritor, Inc.’s stake and taking full ownership of the enterprise. This acquisition enables WABCO to consolidate
operations in North America and to unify our businesses with one team under one brand. It unlocks further value for
OEMs and fleets by offering seamless access to the full spectrum of WABCO’s safety and efficiency technologies.

In December 2017, WABCO acquired the remaining 51% interest of our South African partnership with Sturrock and
Robson Industries, Pty Ltd., creating wholly-owned WABCO South Africa. This acquisition will enable WABCO to

10
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introduce our extended global portfolio to the Sub-Saharan region through WABCO’s distribution center near
Johannesburg and to further improve our proximity and connectivity to customers across the region.

In December 2017, WABCO announced a $10 million strategic investment in Nikola Motor Company, headquartered
in Utah, U.S.A., a leader in design and manufacturing of hydrogen-electric vehicles, vehicle components, energy
storage systems and electric vehicle drivetrains. This transaction further demonstrates WABCQO’s commitment to
advance development of electric and highly automated commercial vehicles in North America and around the globe.
WABCO and Nikola also agreed to accelerate development of advanced safety technologies specifically designed for
electric commercial vehicles, including electronic braking systems and traction and stability controls.

11



Edgar Filing: WABCO Holdings Inc. - Form 10-K

Table of Contents

Our key product groups and functions are described below.

WABCO KEY PRODUCT GROUPS
SYSTEM / PRODUCT FUNCTION
Converts energy stored in compressed air into mechanical force

Actuator applied to foundation brake to slow or stop commercial vehicles
Air Compressor and Air Processing/Air Provides compressed, dried air for braking, suspension and other
Management System pneumatic systems on trucks, buses and trailers

Foundation Brake Transmits braking force to slow, stop or hold vehicles

Anti-lock Braking System (ABS) St;ebviirz;s wheel locking during braking to ensure steerability and

Mechanical and pneumatic devices for control of braking systems in

Conventional Braking System . .
commercial vehicles

Electronic Braking System (EBS) Electronic controls of braking systems for commercial vehicles
Electronic and Conventional Air Suspension Level and pressure control of air springs in trucks, buses, trailers and
Systems cars

Automates transmission gear shifting for trucks and buses including

Transmission Automation )
clutch operation

Vehicle Electronic Stability Control (ESC)
and Roll Stability Support (RSS)

Advanced Driver Assistance Systems (ADAS)

Enhances driving stability

Promotes driver safety through lane departure warnings, collision
mitigation and emergency braking systems

Improves vehicle safety and efficiency for fleet managers through
real-time online commercial vehicle telematics and communications
Steering Technologies Controls the lateral movement of the vehicle

Fleet Management Solutions (FMS)

Key Markets and Trends

Electronically controlled products and systems are important for the growth of our business. Our markets are driven
primarily by the electronics content of control systems in commercial vehicles. At the same time, major original
equipment manufacturers (OEMs) are transforming toward modularization of their various vehicle platforms.
Modularity enables more efficiency and cost-effectiveness in development, manufacturing and marketing of their
commercial vehicles. These trends have been increasing steadily with each successive vehicle platform introduction,
as OEMs seek to improve vehicle safety, efficiency and performance through added functionalities, and to meet
evolving and rising regulatory standards around the world. Overall, engineering trends in commercial vehicle design
show a shift in demand toward increased electronics content and platform modularity. Although their pace varies by
region, these trends are similar in all major geographies.

In particular, braking systems are part of the shift from conventional to advanced electronic systems on the path
towards fully autonomous driverless trucks. In addition to increasing safety, improving stopping distances, and
reducing installation complexity, electronic braking systems also enable new functionalities to be integrated more cost
effectively. New functionalities include stability control, adaptive cruise control, transmission automation, active
steering brake performance warning, vehicle diagnostics, driver assistance systems as well as engine braking and
engine speed controls, among others. Our automated transmission controls optimize gear shifting, resulting in better
fuel efficiency, less component wear and fewer parts. This technology further enhances driver safety and comfort
requiring less physical effort.

The global commercial vehicle industry is also trending toward environmental sustainability. WABCO's technology
leadership continues to deliver products and systems that increase fuel efficiency, reduce emissions, decrease vehicle
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weight and optimize energy recovery, among other advancements that enhance environmental compliance of trucks,
buses and trailers over the lifetime of the vehicle. For example, a truck equipped with all of WABCO's green
technologies can have significantly improved fuel efficiency. These include advanced transmission automation
systems, innovative aerodynamic solutions, sophisticated electronic driver assistance systems, electronic control of air
suspension and breakthrough air compression technologies. We reduce vehicle weight and recuperate energy through
engineering and lighter materials, resulting in higher fuel efficiency and a reduction in emissions. We have also made
investments in electrification, the most recent being the investment in Nikola Motor Company,

7
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a leader in design and manufacturing of hydrogen-electric vehicles, vehicle components, energy storage systems and
electric vehicle drivetrains.

We believe customers value how WABCO has been laying the foundations of autonomous driving for commercial
vehicles as well as WABCQO's extensive track record for mobilizing vehicle intelligence. This has made WABCO a
leading partner of choice globally for the development and systems integration of sensor, control and actuation
technology alongside its expertise in local product applications.

WABCO is also increasingly contributing to the efficiency and safety of commercial and government-owned fleets
worldwide. WABCO empowers fleets through its differentiated and expanding portfolio of leading fleet management
solutions, its Intelligent Trailer Program offering more than 40 key trailer functions, and WABCO's growing
connectivity between off-vehicle data analytics support and intelligent on-vehicle safety and efficiency systems. Fleets
are also empowered through big data from WABCQ's onboard electronic braking, stability, efficiency and driver
assistance systems which are integrated with fleet management solutions.

A fundamental driver of demand for our products is commercial truck and bus production. The number of new
commercial vehicles built fluctuates from year to year in different regions of the world. Nonetheless, over the last five
years, we have demonstrated our ability to outperform the market by increasing the amount of WABCO content on
board each vehicle. During the five year period through 2017, WABCO's European sales to truck and bus (T&B)
OEM customers, excluding the impact of foreign currency exchange rates, outperformed the rate of European T&B
production by an average of 3% per year.

Year to Year Change 2013 2014 2015 2016 2017
Sales to European T&B OEMs (at a constant FX rate) 13% (7)% 8 % 8 % 6 %
European T&B Production 5% 9% 6% 1% 8%
Customers

We sell our products primarily to five groups of customers around the world:

Truck and bus OEMs;

Commercial vehicle aftermarket distributors for replacement parts and services and commercial vehicle fleet
operators for management solutions and services;

Trailer OEMs;

Major car manufacturers, and

Manufacturers of heavy duty, off-highway vehicles in agriculture, construction, mining and similar industries.

Our largest customer is Daimler, which accounted for approximately 11% of our sales in 2017 and 10% in 2016.
Other key customers include Volvo, Ashok Leyland, BMW, China National Heavy Truck Corporation (CNHTC),
Cummins, Fiat (Iveco), Hino, Hyundai, Krone, MAN Nutzfahrzeuge AG (MAN), Meritor, Paccar (DAF Trucks N.V.
(DAF), Kenworth, Leyland and Peterbilt), First Automobile Works, Otto Sauer Achsenfabrik (SAF), Scania, Schmitz
Cargobull AG, TATA Motors and ZF Friedrichshafen AG (ZF). Our top 10 customers accounted for approximately
44% of our sales for each of the the fiscal years ended December 31, 2017 and 2016.

The largest group of our customers, representing approximately 57% of sales (55% in 2016), consists of truck and bus
OEMs who are large, increasingly global and few in number due to industry consolidation, as well as a smaller
number of off-highway (agricultural and construction) OEMs. As truck and bus OEMs grow globally, they expect
suppliers to expand with them beyond their traditional markets and become reliable partners, especially in the
development of new technologies. WABCO has a strong reputation for technological innovation and collaborates
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closely with major OEM customers to design, develop and deliver technologies used in their products. Our products
play an important role in enabling further vehicle safety and efficiency. At the same time, there are few other suppliers
who compete across the breadth of products that we supply globally.

The second largest group, representing approximately 24% of sales (25% in 2016), consists of the aftermarket
distributor network that provides commercial vehicle operators with replacement parts as well as a range of services.
This distributor network is a fragmented and diverse group of customers, covering a broad spectrum from large
OEM-affiliated or OEM-owned distributors to small independent local distributors. The increasing number of trucks,
buses and trailers on the road worldwide that are equipped

8
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with our products continuously increases market demand for replacement parts and services which, in turn, generates a
growing stream of recurring aftermarket sales. In addition, we continue to develop an array of service offerings - such
as diagnostics, training and fleet management solutions - for repair shops and fleet operators that further enhance our
presence and growth in the commercial vehicle aftermarket.

The next largest group, representing approximately 9% of sales (10% in 2016), consists of trailer manufacturers. This
is a particularly fragmented group of local and regional players that are widely diverse in business size, focus and
operation. Smaller trailer manufacturers are highly dependent on suppliers such as WABCO to provide technical
expertise and product knowledge. Similar to truck and bus OEMs, trailer manufacturers rely significantly on WABCO
products for safety and efficiency functions through superior technologies and customized technology applications.

The remaining two groups, passenger car and SUV manufacturers and off-highway (agricultural and construction)
OEMs represent approximately 6% (6% in 2016) and 4% (4% in 2016) of sales respectively. We supply passenger car
and SUV manufacturers with our electronic air suspension systems and vacuum pumps. Electronic air suspension is a
luxury feature with increasing penetration that exceeds market growth. Vacuum pumps are used with diesel and
gasoline direct injection (GDI) engines. These customers are typically large, global and sophisticated; they demand
high quality products and services.

We support our customers through our global sales force. It is organized around key accounts and customer groups
and interfaces with product marketing and management to identify opportunities and meet customer needs across our
product portfolio and throughout the world.

Europe represented approximately 52% of our sales in 2017 (54% in 2016), with the remainder coming primarily from
Asia and the Americas. Our products are also manufactured in Europe, Asia and the Americas. WABCO's growth in
Asia is enhanced by our strong roots in China and India where we have achieved leading market positions through
close connectivity to customers. We are further strengthened in Asia by an outstanding network of suppliers,
manufacturing sites and engineering hubs.

WABCO SALES
FY 2017 FY 2016 . FY 2017 FY 2016
By Geography % of Sales % of Sales By Major End-Market % of Sales % of Sales
Europe 52 % 54 % Truck & Bus Products (OEMs)57 % 55 %
Asia 260 % 24 % Aftermarket 24 % 25 %
North Americal8 % 14 % Trailer Products 9 % 10 %
South America 3 % 3 % Car Products 6 % 6 %
Other 1 % 5 % Off Highway Products 4 % 4 %

Additional information on the geographic distribution of our sales and our long-lived assets for the past three years
may be found in Note 18 ("Geographic Information") in Notes to the Consolidated Financial Statements.

Backlog

Information on our backlog is set forth under Item 7. “Management's Discussion and Analysis of Financial Condition
and Results of Operations - Backlog” of this annual report.

Seasonality

Information on the seasonality of our business is set forth under Item 7 “Management's Discussion and Analysis of
Financial Condition and Results of Operations - Seasonality” of this annual report.
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Growth Strategy

In 2017, WABCO continued its three-pillar growth strategy - technology leadership, globalization, and excellence in
execution - which further differentiates WABCO within the global commercial vehicle industry. Key drivers of
excellence in execution are set out in “Manufacturing and Operations” below.

Technology leadership

WABCO remains focused on global technology trends that are important to our customers. Our technology strategy
has three pillars to create value for manufacturers of commercial vehicles and fleet customers in every region of the
world. The first pillar is advanced vehicle and driver safety to reduce the number of accidents involving commercial
vehicles. The second pillar is vehicle efficiency to improve the environmental sustainability of trucks, buses and
trailers, and to reduce their total cost of operation through better fuel economy and other improvements. Solidly
anchored in the fully autonomous driverless vehicle vision, the third pillar is connectivity. This works with the other
two pillars to enable WABCO to mobilize vehicle efficiency and empower fleets around the world leveraging
off-vehicle data analytics support and intelligent on-vehicle safety and efficiency systems.

We continue to drive market outperformance by leveraging our expertise in developing electronic systems that control
braking, stability, steering suspension, transmission automation and air management. We have a strong track record of
innovation and we are responsible for many of the commercial vehicle industry's most important innovations
including:

First heavy-duty truck anti-lock braking system (ABS)

First electronically controlled air suspension (ECAS) system for commercial vehicles

First commercial vehicle automated manual transmission (AMT) controls system

First electronic braking system (EBS) for commercial vehicles

First electronic stability control (ESC) system for heavy-duty commercial vehicles

First collision mitigation system (CMS) with active braking for commercial vehicles

First autonomous emergency braking system (AEBS) for commercial vehicles

First collision safety system with active braking developed for the North American market based on Adaptive Cruise
Control (ACC) technology

First hydraulic ABS integrated with ESC for medium-duty commercial vehicles

First modular braking system platform (mBSP™) that enables vehicle makers to interchangeably equip their truck and
bus platforms with either ABS or electronic braking systems (EBS) anywhere in the world

First technology (TX-TRAILERGUARD™) that provides comprehensive operating data on the performance of the
truck, trailer and driver in a single integrated real-time view

First technology (OptiLink™) that provides a single user interface via a mobile device, such as a smartphone, to monitor
and control multiple functions on both the truck and trailer

First door lock control technology (OptiLock™) that provides high security locking systems for trailers and container
doors seamlessly connected with telematics systems

First Evasive Maneuver Assist (EMA) capabilities that combines WABCO's world-class braking, stability and vehicle
dynamics control systems on trucks and trailers with ZF's top active steering technology

OnSide™, an advanced blind-spot detection system for commercial trucks and trailers. A radar-based system alerts
drivers to the presence of a moving vehicle in a truck’s blind spot and provides a side-collision warning to reduce the
risk of accidents

We continue to expand our technology portfolio by introducing new product applications and functionalities, and by

improving the market penetration of our existing technologies. Advanced products and functionalities are typically
developed and adopted first in Europe and then migrated to North America and emerging economies. Examples
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include the adoption of ABS and automated transmission systems. These technologies were first widely adopted in
European markets before starting to penetrate North America as well as China, India and other emerging markets. In
terms of commitment to innovation, WABCQ's net expenditures for product engineering, including research activities
and product development amounted to approximately $147.0 million in 2017.
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We are also focused on long-term opportunities as WABCO continues to anticipate and fulfill our industry's constant
search for technology that advances vehicle safety and efficiency in mature and emerging markets on a
cost-competitive basis.

WABCO safety technologies encompass braking systems, stability control, collision mitigation, steering systems as
well as accident mitigation and prevention. In 2017 - among other major accomplishments - we completed three
acquisitions, formed multiple new alliances, announced breakthrough technologies and further strengthened existing
partnerships. We also continued to expand and enrich our portfolio of differentiated capabilities that improve the
safety, efficiency and connectivity of commercial vehicles.

As our customers move toward intelligent vehicles and autonomous driving, WABCO is firmly positioned for the
autonomous, electrified and connected future of our industry. This means leveraging WABCOQO’s breadth and depth of
capabilities which will further enable the continued success of OEMs and fleet operators in every region of the world.
The combination of steering technologies from the R.H. Sheppard acquisition with WABCO’s technologies represents
a major step toward providing both lateral and longitudinal control through active steering, active braking, stability
and suspension controls, a cornerstone of autonomous vehicles.

In 2017, we further strengthened our market leadership in advanced driver assistance systems through the launch in
North America of OnLANE™ and OnLaneASSIST ™ systems. WABCO’s mBSP, the industry's first modular braking
system platform, is at the heart of a commercial vehicle's braking system. It enables commercial vehicle makers to
interchangeably equip their diverse global truck and bus platforms with ABS or EBS systems anywhere in the world.
WABCO's mBSP uniquely features commonality of components and electronics, enabling truck and bus builders to
save development time and production costs, and to bring new vehicles to market faster in every region of the world.

In 2017, WABCO continued to increase adoption of our breakthrough MAXX™ air disc brakes (ADB), the industry’s
lightest and highest performing single-piston ADB for commercial vehicles. Compactly engineered, MAXX braking
technology fits virtually every wheel size for commercial trucks, buses and trailers around the globe. In particular,
WABCO continued to expand ADB market penetration for trucks in North America, Europe and China where major
customers value MAXX differentiators such as shorter stopping distances compared with drum brakes.

WABCO efficiency technologies deliver fuel economy, emissions reduction, energy recovery, weight reduction, lower
maintenance costs and increased driver capability. As of 2017, four million WABCO AMT systems have been sold,
including our OptiDrive™ system - our modular automated manual transmission technology - which increases fuel
economy up to 5% through optimized gear shifting. In 2017, WABCO increased adoption of OptiDrive systems at
original equipment makers in emerging economies such as India and China. OptiRide™ is an electronically controlled
air suspension (ECAS) technology that identifies axle overload, provides automatic load transfer and improves
traction, which helps to reduce vehicle wear-and-tear and other operational costs. WABCO’s OptiRide delivers fuel
savings up to 3% under certain conditions, while providing optimal ride performance. In 2017, WABCO continued to
expand the use of the OptiFlow™ product range offering efficiency to trailer builders and major fleets through
aerodynamic devices. Aerodynamic products reduce air drag of commercial trucks traveling long distances at highway
speeds, thereby lowering fuel consumption by up to 7% as well as reducing CO2 emissions.

Globalization

Americas
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WABCO’s regional headquarters for the Americas is located in Rochester Hills, Michigan. It further anchors WABCO
as a global technology leader and tier-one supplier to the commercial vehicle and automotive industries. It also further
demonstrates WABCO’s commitment to closely connect with original equipment manufacturers and fleet operators in
North and South America by leveraging our local capabilities and distribution channels for our vehicle safety and
efficiency products and services.

North America remains a long-term growth market for WABCO, particularly in the United States, due to its expected
volume of truck and bus production and the increasing adoption of vehicle safety and efficiency technologies. In prior
years, we participated in this market through our North American joint venture, Meritor WABCO. In October 2017,
WABCO acquired the remaining ownership stake from Meritor and consolidated all products under one WABCO
brand in the North American market. WABCO can unlock further value for our customers, including offering them
seamless access to WABCO's powerful technology and services portfolio, backed by the flexibility and efficiency of
an integrated global supply chain. WABCO North America is focused on the application and delivery of WABCO’s
braking and active safety systems, electronic suspension control and air management products in addition to all other
technologies such as ADB, AMT and compressors in the North American market. In 2017, we increased WABCO's
ADB penetration and market share and expanded adoption of high-performance ADB in North America.
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Responding to greater customer demand in North America, we ramped up ADB production at our state-of-the-art
manufacturing facility in South Carolina, U.S.A., which opened in 2016. Total ADB units sold increased by 56%
versus 2016. During 2017, WABCO’s AMT also continued its successful sales penetration to Daimler Trucks North
America and Volvo. Lastly, WABCO acquired R. H. Sheppard, further expanding its North America footprint and
adding important steering capability to our technological reservoir. WABCO also made a strategic investment in
electric truck manufacturer, Nikola.

WABCO’s OnGuard is North America's leading collision mitigation system. More than 200 fleets are currently
utilizing the system to help keep their truck drivers, vehicles, and fellow motorists safe. Heavy-duty truck fleets have
reported a reduction in accidents of up to 87% and up to an 89% reduction in accident costs since adopting OnGuard.

South America remains a long-term growth market for WABCO, particularly Brazil, due to its expected volume of
truck and bus production and the increasing adoption of vehicle safety and efficiency technologies. WABCO
continues to have a leadership position across all products and expects the continuous adoption of new technologies,
such as AMT and ADB. WABCO's South American headquarters near Sdo Paulo serves as a regional hub in the
manufacturing and sales network of WABCO products and systems. It also has a world-class production facility and a
distribution center in the Campinas region. WABCO South America’s enhanced capabilities include product and
applications engineering, aftermarket service, supply chain management and manufacturing. WABCO connects with
the specific needs of customers in South America through specially developed and locally adapted systems and
products for emerging markets.

China

China remains a long-term growth market for WABCO due to its expected volume of truck and bus production and
the increasing adoption of vehicle safety and efficiency technologies. In 2017, WABCO continued to leverage its
position as market leader and supplier of choice for control systems for trucks, buses and trailers in China, the world’s
largest market for commercial vehicles. As the leading provider of anti-lock braking systems (ABS) in China,
WABCO is well positioned for growth driven by the continued local enforcement of existing regulations making ABS
mandatory on trucks, buses and trailers, as well as additional future regulations to cover more classes of vehicles.

WABCO strengthened its traditional partnerships with leading OEMs (China National Heavy Truck Corporation
(CNHTC), Yutong) and furthered support for additional growth potential OEMs like Dongfeng Liuzhou Motor
Company (DFLQ) through a new agreement to strengthen its strategic partnership in 2017. WABCO also entered into
a joint venture agreement with G7, a technology leader in China’s fleet logistics industry. G7 is dedicated to
implementing telematics, artificial intelligence and big-data algorithms in the logistics industry. WABCO and G7 are
setting new standards for cargo transportation safety, efficiency and connectivity in China.

Since 2014, WABCO remains the first and only supplier of ECAS systems for truck and bus manufacturers in China.
Several major Chinese heavy duty truck manufacturers - including CNHTC, DFLQ and Shaanqi - continue to increase
adoption of OptiRide electronically controlled air suspension (ECAS) in series production. Also, WABCO signed a
new multi-year agreement in 2016 to supply vacuum pumps for Geely, one of China’s largest car makers, thus further
enlarging WABCQO'’s car business growth prospects in the region.

We believe customers value WABCO’s local capabilities for product application development and engineering as our
strategy is to “design for China,” which involves our four world-class factories located there. This strategy delivers
optimal localized solutions to improve vehicle safety and efficiency, enhance driver effectiveness and sustain
environmental friendliness.

India
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Due to its expected volume of truck and bus production and the increasing adoption of vehicle safety and efficiency
technologies, India remains a long-term growth market for WABCO. We participate in this market through our
subsidiary WABCO INDIA, which has a 54-year track record of local market leadership in conventional braking
products, advanced braking systems, air-assisted products, and automated manual transmission systems. In particular,
all local commercial vehicle manufacturers in India relied on WABCO’s test track located in Chennai to homologate
anti-lock braking systems (ABS) to comply with the new national ABS regulation that came into effect at the end of
2015 for trucks weighing more than 12 tons and buses above 5 tons. In 2017, WABCO INDIA and Tata Motors
launched ESCsmart™ in India. Tata Motors is the first OEM to deploy ESCsmart locally, paving the way for wider
adoption in this market. WABCO’s ESCsmart electronic stability control (ESC) for trucks and buses also marks the
next level of global technology partnership with our customers. It is an active safety system that monitors directional
stability of vehicles, helping to reduce accidents, particularly involving rollover, skidding and jack-knifing. Today,
ESCsmart has been approved for use in the European Union and a further 20 countries.
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WABCO INDIA connects with global OEMs based in India and other regions of the world through five world-class
manufacturing sites located in Ambattur, Jamshedpur, Mahindra World City, Pantnagar and Lucknow, as well as a
facility in Chennai for software engineering. In India, over 500 engineers also support the local design of new
products, applications and systems to meet the technical and economic needs of customers in emerging markets
around the world. At the same time, they continue to contribute to global development of WABCO’s advanced
technologies. Furthermore, WABCO INDIA continued in 2017 to be recognized by numerous key customers for its
excellence in innovation, quality, cost and overall performance, among other attributes that further differentiate
WABCO as a leading supplier based on customer satisfaction. Also, WABCO INDIA remains a market leader in its
domestic aftermarket through an extensive national distribution network of more than 7,000 WABCO outlets, to
provide fleet customers with broad access to full product and service support. To enhance connectivity, WABCO
INDIA agreed to acquire AssetTrackr, an innovative FMS provider based in Bangalore, India. AssetTrackr helps
commercial fleets to track, analyze and optimize their transportation resources and assets in real time through
cloud-based solutions.

Eastern Europe

Truck and bus production in Eastern Europe is mainly in the Commonwealth of Independent States (CIS), which
includes Russia as its major market. This is another long-term growth market for WABCO. Headquartered in
Moscow, WABCO Russia has a factory in Miass and a distribution center in the Moscow region, supplying makers of
trucks, trailers and buses, as well as aftermarket customers. In 2017, WABCO delivered 100% of the braking systems
(ADB, APU, ABS and all conventional valves) for the newest platforms of trucks and buses for Russia’s largest
medium-duty commercial vehicle manufacturer.

WABCO is further differentiated in Russia by our local engineers support customers throughout product development
and completion of successful homologation. WABCO has been connecting with markets within the CIS for more than
40 years. WABCO Russia alone also has five regional sales offices, 25 dealers, over 170 authorized WABCO shops
and more than 190 Service Partners across the country.

Competition

Given the importance of technological leadership, vehicle life-cycle expertise, a reputation for quality and reliability,
and the growing joint collaboration between OEMs and suppliers to drive new product development, the space in
which we largely operate has not historically had a large number of competitors. Our principal competitors are
Knorr-Bremse (Knorr's U.S. subsidiary is Bendix Commercial Vehicle Systems) and, in certain categories, Haldex. In
the advanced electronics categories, automotive players such as Bosch (automotive) and Continental have recently
been present in some commercial vehicle applications. In the mechanical product categories, several Asian
competitors are emerging, primarily in China, who are focused on such products. In each of our product categories, we
compete on the basis of product design, manufacturing and distribution capabilities, product quality and reliability,
price, delivery and service.

Manufacturing and Operations

Most of our manufacturing sites and distribution centers produce and/or house a broad range of products and serve
different types of customers. Currently, approximately 75% of our manufacturing workforce is located in best cost
countries such as China, India, Brazil and Poland up from approximately 45% in 2007. Facilities in best cost countries
have historically helped to reduce costs on more labor-intensive products, while our facilities in Western Europe are
generally producing more technologically advanced products. However, the increasing need for more advanced
products and systems in emerging markets leads us to expand local supply chain capabilities to progressively cover
more complex manufacturing.
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All facilities worldwide are deploying Six Sigma Lean initiatives and global standards to continuously generate
productivity and improve service levels. By applying Six Sigma policy, methodologies and tools, we seek to improve
quality and predictability of our processes on a continual basis. Lean is geared toward eliminating waste in our supply
chain, manufacturing and administrative processes. Methodologies are customer driven and data based. In addition,
our global supply chain team is tightly connected throughout regions and at each site. They make decisions on where
to manufacture each product taking into account factors such as local and export demand, customer approvals, cost,
key supplier locations and factory capabilities. WABCO's global manufacturing and logistics also support our
customers in the aftermarket as we continue to perform for on-time delivery and inventory fulfillment, among other
drivers of customer satisfaction.

As announced in 2015 within the framework of preserving WABCO competitiveness in conventional mechanical
products, 2017 saw the end of manufacturing activities and the cessation of operations in Claye-Souilly (France) in the
second half of 2017, with production being transferred to other facilities within WABCO’s globally integrated supply
chain.

In 2017, we broke ground for our new Engineering Innovation Center in Hanover, Germany. This investment of
nearly $30
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million will ensure WABCO’s global technology leadership continues through future generations of innovation.

Our global sourcing organization purchases a wide variety of components, including electrical, electro-mechanical and
cast aluminum products, as well as parts containing materials such as steel, copper, rubber and plastic. These items
represent a substantial portion of manufacturing costs. We source products on a global basis from three key regions:
Western Europe, Central and Eastern Europe, and Asia. To support WABCO's continuing shift of manufacturing to
best cost countries, we are migrating more of our sourcing to best cost regions. Under the leadership of the global
sourcing organization, which is built around commodity and product groups, we identify and develop key suppliers
and seek to integrate them as partners within our extended enterprise. Many of our Western European suppliers are
accompanying us toward best cost countries. Since 2007, the share of our sourcing from best cost regions has
increased from 36% to approximately 49%.

We have developed a strong position in the engineering, design, development and testing of products, components and
systems. We are generally regarded within our global industry as a systems expert. This recognition reflects our
in-depth technical knowledge and capabilities to support the development of advanced technology applications that
are appropriately and optimally integrated with all of the vehicle's other systems and controls. Key customers depend
on us and will typically involve us very early in the development process as they begin designing next generation
platforms. We have approximately 2,663 employees - of which approximately 55% are located in best cost countries -
dedicated to engineering and developing new products, components and systems as well as supporting and enhancing
technology applications and manufacturing processes. These include 220 software engineers in India who support the
local design of new products and systems for emerging markets and contribute to the global development of advanced
technologies for commercial vehicles. They are dedicated to continuously improving the cost effectiveness and
efficiency of WABCO's business processes and operations worldwide through services that are optimally leveraged
and shared within our own organization and connected with suppliers, customers and others.

Our global sales organization hosts application engineers that are based 