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Emerging growth company Smaller reporting company

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

Yes © No x
Indicate the number of shares outstanding of each of the issuer’s classes of common stock, as of the latest practicable
date.
Class Outstanding at October 27, 2017
Common Stock, $.01 par value per share 95,999,248 shares
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PART I—FINANCIAL INFORMATION

Item 1. FINANCIAL STATEMENTS

WESTINGHOUSE AIR BRAKE TECHNOLOGIES CORPORATION
CONDENSED CONSOLIDATED BALANCE SHEETS

In thousands, except shares and par value

Assets

Current Assets

Cash and cash equivalents
Accounts receivable

Unbilled accounts receivable
Inventories

Deposit in escrow

Other current assets

Total current assets

Property, plant and equipment
Accumulated depreciation
Property, plant and equipment, net
Other Assets

Goodwill

Other intangibles, net

Other noncurrent assets

Total other assets

Total Assets

Liabilities and Shareholders’ Equity
Current Liabilities

Accounts payable

Customer deposits

Accrued compensation

Accrued warranty

Current portion of long-term debt
Other accrued liabilities

Total current liabilities

Long-term debt

Accrued postretirement and pension benefits

Deferred income taxes
Accrued warranty

Other long-term liabilities
Total Liabilities

Commitments and contingent liabilities (Note 14)

Equity

Preferred stock, 1,000,000 shares authorized, no shares issued
Common stock, $0.01 par value; 200,000,000 shares authorized:
132,349,534 shares issued and 95,999,582 and 95,425,432 outstanding
at September 30, 2017 and December 31, 2016, respectively

Additional paid-in capital

Treasury stock, at cost, 36,349,952 and 36,924,102 shares,
at September 30, 2017 and December 31, 2016, respectively

Unaudited

September 30, December 31,

2017

$228,080
792,726
351,613
764,781
139,925
2,277,125
988,223
(437,856
550,367

2,384,758
1,140,387
97,013
3,622,158
$ 6,449,650

$512,905
373,815
151,952
134,964
49,748
242,056
1,465,440
1,824,156
108,182
282,557
13,800
19,146
3,713,281

1,323
900,536

(828,103

2016

$398,484
667,596
274912
658,510
744,748
123,381
2,867,631
912,230

) (393,854

518,376

2,078,765
1,053,860
62,386
3,195,011
$6,581,018

$530,211
256,591
145,324
123,190
129,809
261,514
1,446,639
1,762,967
110,597
245,680
15,802
22,508
3,604,193

1,323
869,951

) (838,950
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Retained earnings 2,735,876 2,553,258
Accumulated other comprehensive loss (91,930 ) (379,605 )
Total Westinghouse Air Brake Technologies Corporation shareholders' equity 2,717,702 2,205,977
Noncontrolling interest 18,667 770,848

Total Equity 2,736,369 2,976,825
Total Liabilities and Equity $6,449,650 $6,581,018

The accompanying notes are an integral part of these statements.
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WESTINGHOUSE AIR BRAKE TECHNOLOGIES CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF INCOME

In thousands, except per share data

Net sales

Cost of sales

Gross profit

Selling, general and administrative expenses
Engineering expenses

Amortization expense

Total operating expenses

Income from operations

Other income and expenses

Interest expense, net

Other income (expense), net

Income from operations before income taxes
Income tax expense

Net income

Less: Net (Gain) Loss attributable to noncontrolling interest
Net income attributable to Wabtec shareholders

Earnings Per Common Share
Basic

Net income attributable to Wabtec shareholders

Diluted

Net income attributable to Wabtec shareholders

Weighted average shares outstanding
Basic
Diluted

Unaudited

Unaudited

Three Months Ended Nine Months Ended
September 30,

2017

$957,931

2016

$675,574 $2,806,218 $2,171,206

September 30,

2017

2016

(704,728 ) (463,093 ) (2,009,345 ) (1,466,156 )

253,203

(8,645 ) (5,339 ) (27,039
(151,192 ) (92,385 ) (466,303
102,011 120,096 330,570
(17,893 ) (6,057 ) (51,025
(2,933 ) 1,188 (2,166
81,185 115,227 277,379
(12,746 ) (32,799 ) (64,776
68,439 82,428 212,603
(1,040 ) — 710
$67,399  $82,428 $213,313
$0.70 $0.92 $2.23
$0.70 $0.91 $2.22
95,709 89,589 95,163
96,316 90,293 95,808

The accompanying notes are an integral part of these statements.

4

212,481

796,873
(117,838 ) (70,757 ) (367,753
(24,709 ) (16,289 ) (71,511

705,050
) (241,118
) (52,271
) (16,100
) (309,489
395,561

) (15,897
) 113

379,777
) (112,701
267,076

$267,076

$2.94

$2.92

90,546
91,316

)
)
)
)
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WESTINGHOUSE AIR BRAKE TECHNOLOGIES CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

In thousands

Net income attributable to Wabtec shareholders

Foreign currency translation gain (loss)

Unrealized gain (loss) on derivative contracts

Unrealized gain (loss) on pension benefit plans and post-retirement
benefit plans

Other comprehensive income (loss) before tax

Income tax (expense) benefit related to components of

other comprehensive income

Other comprehensive income (loss), net of tax

Comprehensive income attributable to Wabtec shareholders

The accompanying notes are an integral part of these statements.

Unaudited Unaudited
Three Months Ended Nine Months Ended
September 30, September 30,

2017 2016 2017 2016

$67,399  $82,428 $213,313 $267,076
82,905 2,734 277,984 (7,385
15,021 1,169 18,400 (1,740

27 982 (3,017 ) (652
97,953 4,885 293,367 (9,777
(5,333 ) (594 ) (5,692 ) 441

92,620 4,291 287,675 (9,336
$160,019 $86,719 $500,988 $257,740

)
)
)
)

)
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WESTINGHOUSE AIR BRAKE TECHNOLOGIES CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

In thousands, except per share data

Operating Activities
Net income

Adjustments to reconcile net income to cash provided by operations:

Depreciation and amortization

Stock-based compensation expense

Loss on disposal of property, plant and equipment

Excess income tax benefits from exercise of stock options
Changes in operating assets and liabilities, net of acquisitions
Accounts receivable and unbilled accounts receivable
Inventories

Accounts payable

Accrued income taxes

Accrued liabilities and customer deposits

Other assets and liabilities

Net cash provided by operating activities

Investing Activities

Purchase of property, plant and equipment

Proceeds from disposal of property, plant and equipment
Acquisitions of businesses, net of cash acquired

Release of deposit in escrow

Net cash used for investing activities

Financing Activities

Proceeds from debt

Payments of debt

Purchase of treasury stock

Proceeds from exercise of stock options and other benefit plans
Payment of income tax withholding on share-based compensation
Excess income tax benefits from exercise of equity options
Cash dividends ($0.32 and $0.26 per share for the nine months
ended September 30, 2017 and 2016, respectively)

Net cash used for financing activities

Effect of changes in currency exchange rates

(Decrease) Increase in cash

Cash, beginning of period

Cash, end of period

The accompanying notes are an integral part of these statements.

Unaudited

Nine Months Ended
September 30,

2017 2016

$212,603 $267,076

76,970 49,375
14,539 14,788
1,633 151

— 446 )

(60,246 ) (38,362 )
(53,365 ) 2,301
(121,389 ) (43,777 )
(35,942 ) 5,952

81,270 8,353 )
(89,562 ) (1,812 )
26,511 246,893

(60,263 ) (31,676 )
1,066 140
(114,175 ) (84,355 )
23,548 —
(149,824 ) (115,891 )

883,473 346,000
(918,919 ) (215,850 )
— (212,176 )
2,888 1,773
(6,798 ) (9,006 )
— 446

(30,693 ) (23,523 )
(70,049 ) (112,336 )
22,958 5,525
(170,404 ) 24,191
398,484 226,191
$228,080 $250,382




Edgar Filing: WESTINGHOUSE AIR BRAKE TECHNOLOGIES CORP - Form 10-Q

WESTINGHOUSE AIR BRAKE TECHNOLOGIES CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE QUARTERLY PERIOD ENDED SEPTEMBER 30, 2017 (UNAUDITED)

1. BUSINESS

Westinghouse Air Brake Technologies Corporation (“Wabtec” or the "Company") is one of the world’s largest providers
of value-added, technology-based products and services for the global rail industry. Our products are found on

virtually all U.S. locomotives, freight cars and passenger transit vehicles, as well as in more than 100 countries
throughout the world. Our products enhance safety, improve productivity and reduce maintenance costs for customers,
and many of our core products and services are essential in the safe and efficient operation of freight rail and

passenger transit vehicles. Wabtec is a global company with operations in 31 countries. In the first nine months of

2017, approximately 65% of the Company’s revenues came from customers outside the United States.

2. ACCOUNTING POLICIES

Basis of Presentation The unaudited condensed consolidated interim financial statements have been prepared in
accordance with generally accepted accounting principles ("GAAP") in the United States of America and the rules and
regulations of the Securities and Exchange Commission and include the accounts of Wabtec and its subsidiaries in
which Wabtec has a controlling interest. These condensed consolidated interim financial statements do not include all
of the information and footnotes required for complete financial statements. In management’s opinion, these financial
statements reflect all adjustments of a normal, recurring nature necessary for a fair presentation of the results for the
interim periods presented. Results for these interim periods are not necessarily indicative of results to be expected for
the full year.

The Company operates on a four-four-five week accounting quarter, and the quarters end on or about March 31, June
30, September 30, and December 31.

The notes included herein should be read in conjunction with the audited consolidated financial statements included in
Wabtec’s Annual Report on Form 10-K for the year ended December 31, 2016. The December 31, 2016 information
has been derived from the Company’s Annual Report on Form 10-K for the year ended December 31, 2016.

Revenue Recognition Revenue is recognized in accordance with Accounting Standards Codification (“ASC”) 605
“Revenue Recognition.” Revenue is recognized when products have been shipped to the respective customers, title has
passed and the price for the product has been determined.

In general, the Company recognizes revenue from long-term contracts based on the percentage of completion method
of accounting. The units-of-delivery method or other input-based or output-based measures, as appropriate, are used to
measure the progress toward completion of individual contracts. Contract revenues and cost estimates are reviewed
and revised quarterly at a minimum and adjustments are reflected in the accounting period as such amounts are
determined. Provisions are made currently for estimated losses on uncompleted contracts. Unbilled accounts
receivables were $351.6 million and $274.9 million, customer deposits were $373.8 million and $256.6 million, and
provisions for loss contracts were $93.8 million and $60.5 million at September 30, 2017 and December 31, 2016,
respectively.

Pre-Production Costs Certain pre-production costs relating to long-term production and supply contracts have been
deferred and will be recognized over the life of the contracts. Deferred pre-production costs were $28.8 million and
$29.4 million at September 30, 2017 and December 31, 2016, respectively.

Reclassifications Certain prior year amounts have been reclassified, where necessary, to conform to the current year
presentation. Refer to Recently Adopted Accounting Pronouncements below.

Use of Estimates The preparation of financial statements in conformity with generally accepted accounting principles
in the United States requires the Company to make estimates and assumptions that affect the reported amounts of
assets and liabilities at the date of the financial statements and reported amounts of revenues and expenses during the
reporting period. Actual amounts could differ from the estimates. On an ongoing basis, management reviews its
estimates based on currently available information. Changes in facts and circumstances may result in revised
estimates.
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Financial Derivatives and Hedging Activities As part of its risk management strategy, the Company utilizes derivative
financial instruments to manage its exposure due to changes in foreign currencies and interest rates. For further
information regarding financial derivatives and hedging activities, refer to Footnotes 12 and 13.
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Foreign Currency Translation Assets and liabilities of foreign subsidiaries, except for the Company’s Mexican
operations whose functional currency is the U.S. Dollar, are translated at the rate of exchange in effect on the balance
sheet date while income and expenses are translated at the average rates of exchange prevailing during the period.
Foreign currency gains and losses resulting from transactions and the translation of financial statements are recorded
in the Company’s consolidated financial statements based upon the provisions of ASC 830 “Foreign Currency Matters.”
The effects of currency exchange rate changes on intercompany transactions and balances of a long-term investment
nature are accumulated and carried as a component of accumulated other comprehensive loss. The effects of currency
exchange rate changes on intercompany transactions that are denominated in a currency other than an entity’s
functional currency are charged or credited to earnings.

Noncontrolling Interests In accordance with ASC 810 "Consolidation", the Company has classified noncontrolling
interests as equity on the condensed consolidated balance sheets as of September 30, 2017 and December 31, 2016.
Net income attributable to noncontrolling interests for the three and nine months ended September 30, 2017 was a
$1.0 million gain and a $0.7 million loss, respectively, and was not material for the three and nine months ended
September 30, 2016. Other comprehensive income attributable to noncontrolling interests for the three and nine
months ended September 30, 2017 and 2016 was not material.

Recently Issued Accounting Pronouncements In March 2017, the Financial Accounting Standards Board ("FASB")
issued Accounting Standards Update ("ASU") No. 2017-07 "Compensation - Retirement Benefits (Topic 715):
Improving the Presentation of Net Periodic Pension Cost and Net Periodic Postretirement Benefit Cost". The
amendments in this update require the service cost component of net benefit costs to be reported in the same line item
or items as other compensation costs arising from services rendered by the pertinent employees during the period. The
other components of net benefit costs are required to be presented in the income statement separately from the service
cost component and outside income from operations. This update also allows the service cost component to be eligible
for capitalization when applicable. The ASU is effective for public companies in the fiscal years beginning after
December 15, 2017, and interim periods within those fiscal years. Early adoption was permitted as of the beginning of
an annual period. The amendments should be applied retrospectively for the presentation of the service cost
component and the other components of net periodic pension cost and net periodic postretirement benefit cost in the
income statement and prospectively for the capitalization of the service cost component of net periodic pension cost
and net periodic postretirement benefit in assets. The Company does not expect the adoption of this guidance in 2018
to have a material impact on the Company's financial statements.

In January 2017, the FASB issued ASU No. 2017-04 "Intangibles - Goodwill and Other (Topic 350): Simplifying the
Test for Goodwill Impairment". The amendments in this update eliminate the requirement to perform Step 2 of the
goodwill impairment test. Instead, an entity should perform a goodwill impairment test by comparing the fair value of
a reporting unit with its carrying amount and recognize an impairment charge for the amount by which the carrying
amount exceeds the reporting unit's fair value up to the carrying amount of the goodwill. The ASU is effective for
public companies in the fiscal years beginning after December 15, 2019, and interim periods within those fiscal years.
Early adoption is permitted. The impact of adopting this guidance could result in a change in the overall conclusion as
to whether or not a reporting units' goodwill is impaired and the amount of an impairment charge recognized in the
event a reporting units' carrying value exceeds its fair value. All of the Company's reporting units had fair values that
were substantially greater than the carrying value as of the Company's last quantitative goodwill impairment test,
which was performed as of October 1, 2016.

In November 2016, the FASB issued ASU No. 2016-18 "Statement of Cash Flows (Topic 230): Restricted Cash". The
amendments in this update require a statement of cash flows to explain the change during the period in total cash, cash
equivalents, and amounts generally described as restricted cash or restricted cash equivalents. Amounts generally
described as restricted cash and restricted cash equivalents should be included with cash and cash equivalents when
reconciling the beginning-of-period and end-of-period total amounts shown on the statement of cash flows. The ASU
is effective for public companies in the fiscal years beginning after December 15, 2017, and interim periods within
those fiscal years. Early adoption is permitted. The Company is currently evaluating the potential impact of adopting
this guidance on its consolidated financial statements.

In February 2016, the FASB issued ASU No. 2016-02, "Leases (Topic 814)" which requires lessees to recognize a
right of use asset and lease liability on the balance sheet for all leases with terms longer than 12 months. For leases

11
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with terms less than 12 months, a lessee is permitted to make an accounting policy election by class of underlying
asset not to recognize a right of use asset and lease liability. The ASU is effective for public companies in the fiscal
years beginning after December 15, 2018, and interim periods within those fiscal years. The Company is currently
evaluating the potential impact of adopting this guidance on its consolidated financial statements.

8
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In May 2014, the FASB issued ASU No. 2014-09, “Revenue from Contract with Customers.” The ASU will supersede
most of the existing revenue recognition requirements in U.S. GAAP and will require entities to recognize revenue at
an amount that reflects the consideration to which the Company expects to be entitled in exchange for transferring
goods or services to a customer. The new standard also requires significantly expanded disclosures regarding the
qualitative and quantitative information of an entity’s nature, amount, timing and uncertainty of revenue and cash
flows arising from contracts with customers. The Board voted to propose that the standard would take effect for
reporting periods beginning after December 15, 2017 and that early adoption would be allowed as of the original
effective date. The impact of adopting the new standard on net sales and operating income for the three and nine
months ended September 30, 2017 and 2016 is not expected to be material. The Company also does not expect a
material impact to the consolidated balance sheet. The impact to results is not anticipated to be material because the
analysis of the Company's current contracts under the new revenue recognition standard supports how the Company is
currently recognizing revenue over time and at a point in time; however, the Company's conclusions may evolve as
management completes its contract reviews and evaluation. The Company plans to adopt this accounting standard
update using the modified retrospective method, with the cumulative effect of initially applying this update recognized
in the first reporting period of 2018. The Company is in the process of drafting an updated accounting policy,
evaluating new disclosure requirements and identifying and implementing appropriate changes to its business
processes, systems and controls to support recognition and disclosure under the new guidance. The Company believes
it is following an appropriate timeline to appropriately adopt this new standard on January 1, 2018.

Recently Adopted Accounting Pronouncements In March 2016, the FASB issued ASU No. 2016-09, “Compensation -
Stock Compensation (Topic 718): Improvements to Employee Share-Based Payment Accounting”. The ASU simplifies
several aspects for the accounting for share-based payment transactions, including the income tax consequences,
classification of awards as either equity or liabilities, and classification on the statement of cash flows. The ASU
became effective for public companies during interim and annual reporting periods beginning after December 15,
2016. In accordance with this update, the Company began recognizing all excess tax deficiencies and tax benefits
from share-based payment awards as a benefit or expense to income tax in the income statement. This update has been
adopted prospectively in accordance with the ASU and the impact of adoption on the income statement was not
material. Additionally in accordance with this update, the Company began classifying excess income tax benefits from
exercise of stock options as an operating activity on the consolidated statement of cash flows. The Company elected to
adopt this amendment retrospectively and the impact of the adoption on operating and financing cash flows for the
three and nine months ended September 30, 2016 was not material.

In November 2015, the FASB issued ASU No. 2015-17, "Income Taxes (Topic 740): Balance Sheet Classification of
Deferred Taxes" which simplifies the presentation of deferred income taxes by requiring deferred tax assets and
liabilities to be classified as noncurrent on the balance sheet. The Company elected to early adopt this ASU as of
December 31, 2016; therefore, all deferred income tax assets and liabilities are classified in the noncurrent deferred
income taxes line-items on the consolidated balance sheets.

Other Comprehensive Income Comprehensive income comprises both net income and the change in equity from
transactions and other events and circumstances from nonowner sources.

The changes in accumulated other comprehensive loss by component, net of tax, for the nine months ended September
30, 2017 are as follows:

Pension
. and
Foreign Derivative post
In thousands currency pos Total
; contracts retirement
translation .
benefit
plans
Balance at December 31, 2016 $(321,033) $(2,957 ) $(55,615) $(379,605)

Other comprehensive income (loss) before reclassifications 277,984 11,424 4,715 ) 284,693
Amounts reclassified from accumulated other

comprehensive income — 1,206 1,776 2,982
Net current period other comprehensive income (loss) 277,984 12,630 (2,939 ) 287,675

13
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Balance at September 30, 2017 $(43,049 ) $9,673 $(58,554) $(91,930 )

9
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Reclassifications out of accumulated other comprehensive loss for the three months ended September 30, 2017 are as
follows:

Amount Affected line
reclassified from item in the
In thousands accumulated Condensed
other Consolidated
comprehensive  Statements of
income Income
Amortization of defined pension and post retirement items
Amortization of initial net obligation and prior service cost $ (422 ) Cost of sales
Amortization of net loss 1,240 Cost of sales
Income from
818 .
Operations
Income tax
(226 )
expense
$ 592 Net income
Derivative contracts
) . Interest
Realized loss on derivative contracts $ 497
expense, net
Income tax
(131 )
expense
$ 366 Net income

Reclassifications out of accumulated other comprehensive loss for the nine months ended September 30, 2017 are as
follows:

Amount Affected line
reclassified from item in the
In thousands accumulated Condensed
other Consolidated
comprehensive Statements of
income Income
Amortization of defined pension and post retirement items
Amortization of initial net obligation and prior service cost $ (1,266 ) Cost of sales
Amortization of net loss 3,720 Cost of sales
Income from
2,454 i
Operations
Income tax
(678 )
expense
$ 1,776 Net income
Derivative contracts
. .. Interest
Realized loss on derivative contracts $ 1,653
expense, net
Income tax
(447 )
expense
$ 1,206 Net income

The changes in accumulated other comprehensive loss by component, net of tax, for the nine months ended September
30, 2016 are as follows:

Foreign Derivative Pension  Total

currency  contracts and

15
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translation post
retirement
benefit
plans
Balance at December 31, 2015 $(227,349) $(2,987 ) $(46,383) $(276,719)

Other comprehensive income (loss) before reclassifications (7,385 ) (2,192 ) (1,969 ) (11,546
Amounts reclassified from accumulated other

)

comprehensive income — 883 1,327 2,210

Net current period other comprehensive (loss) (7,385 ) (1,309 ) (642 ) (9,336 )
Balance at September 30, 2016 $(234,734) $(4,296 ) $(47,025) $(286,055)
10
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Reclassifications out of accumulated other comprehensive loss for the three months ended September 30, 2016 are as
follows:

Amount
reclassified
from Affected line item in the
In thousands accumulated Condensed Consolidated
other Statements of Operations
comprehensive
income
Amortization of defined pension and post retirement items
Amortization of initial net obligation and prior service cost $ 6 Cost of sales
Amortization of net loss 611 Cost of sales
617 Income from Operations
(175 ) Income tax expense
$ 442 Net income
Derivative contracts
Realized loss on derivative contracts $ 338 Interest expense, net
(96 ) Income tax expense
$ 242 Net income

Reclassifications out of accumulated other comprehensive loss for the nine months ended September 30, 2016 are as
follows:

Amount
reclassified
from Affected line item in the
In thousands accumulated Condensed Consolidated
other Statements of Operations
comprehensive
income
Amortization of defined pension and post retirement items
Amortization of initial net obligation and prior service cost $ (801 ) Cost of sales
Amortization of net loss 2,702 Cost of sales
1,901 Income from Operations
(574 ) Income tax expense
$ 1,327 Net income
Derivative contracts
Realized loss on derivative contracts $ 1,265 Interest expense, net
(382 ) Income tax expense
$ 883 Net income

3. ACQUISITIONS

Faiveley Transport

On November 30, 2016, the Company acquired majority ownership of Faiveley Transport S.A. (“Faiveley Transport™)
under the terms of a Share Purchase Agreement (“‘Share Purchase Agreement”). Faiveley Transport is a leading global
provider of value-added, integrated systems and services for the railway industry with annual sales of about $1.2
billion and more than 5,700 employees in 24 countries. Faiveley Transport supplies railway manufacturers, operators
and maintenance providers with a range of value-added, technology-based systems and services in Energy & Comfort
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(air conditioning, power collectors and converters, and passenger information), Access & Mobility (passenger access
systems and platform doors), and Brakes and Safety (braking systems and couplers). The transaction was structured as
a step acquisition as follows:

On November 30, 2016, the Company acquired majority ownership of Faiveley Transport, after completing the
purchase of the Faiveley family’s ownership interest under the terms of the Share Purchase Agreement, which directed
the Company to pay €100 per share of Faiveley Transport, payable between 25% and 45% in cash at the election of
those shareholders and the remainder payable in Wabtec stock. The Faiveley family’s ownership interest acquired by
the Company represented approximately 51% of outstanding share capital and approximately
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49% of the outstanding voting shares of Faiveley Transport. Upon completion of the share purchase under the Share
Purchase Agreement, Wabtec commenced a tender offer for the remaining publicly traded Faiveley Transport shares.
The public shareholders had the option to elect to receive €100 per share in cash or 1.1538 shares of Wabtec common
stock per share of Faiveley Transport. The common stock portion of the consideration was subject to a cap on
issuance of Wabtec common shares that was equivalent to the rates of cash and stock elected by the 51% owners.

On February 3, 2017, the initial cash tender offer was closed, which resulted in the Company acquiring
approximately 27% of additional outstanding share capital and voting rights of Faiveley Transport for
approximately $411.8 million in cash and $25.2 million in Wabtec stock. After the initial cash tender offer, the
Company owned approximately 78% of outstanding share capital and 76% of voting rights.

On March 6, 2017, the final cash tender offer was closed, which resulted in the Company acquiring approximately
21% of additional outstanding share capital and 22% of additional outstanding voting rights of Faiveley Transport for
approximately $303.2 million in cash and $0.3 million in Wabtec stock. After the final cash tender offer, the
Company owned approximately 99% of the share capital and 98% of the voting rights of Faiveley Transport.

On March 21, 2017, a mandatory squeeze-out procedure was finalized, which resulted in the Company acquiring the
Faiveley Transport shares not tendered in the offers for approximately $17.5 million in cash. This resulted in the
Company owning 100% of the share capital and voting rights of Faiveley Transport.

As of November 30, 2016, the date the Company acquired 51% of the share capital and 49% of the voting interest in
Faiveley Transport, Faiveley Transport was consolidated under the variable interest entity model as the Company
concluded that it was the primary beneficiary of Faiveley Transport as it then possessed the power to direct the
activities of Faiveley Transport that most significantly impact its economic performance and it then possessed the
obligation and right to absorb losses and benefits from Faiveley Transport.

The aggregate value of consideration paid for 100% ownership of Faiveley Transport was $1,736.1 million including
$944.3 million in cash, $560.2 million in stock or approximately 6.6 million shares, $409.9 million in debt assumed,
less $178.3 million in cash acquired. The $744.7 million included as deposits in escrow on the consolidated balance
sheet at December 31, 2016 was cash designated for use as consideration for the tender offers.

The fair values of the assets acquired and liabilities assumed are preliminarily determined using the income, cost and
market approaches. The fair value measurements were primarily based on significant inputs that are not observable in
the market and are considered Level 3. The December 31, 2016 consolidated balance sheet includes the assets and
liabilities of Faiveley Transport, which have been measured at fair value. The fair value of the noncontrolling interest
was preliminarily determined using the market price of Faiveley Transport’s publicly traded common stock multiplied
by the number of publicly traded common shares outstanding at the acquisition date and is considered Level 1. The
acquisition of the noncontrolling interest in the three months ended March 31, 2017 resulted in a $8.9 million increase
to additional paid-in capital on the consolidated balance sheet which represents the difference in consideration paid to
acquire the noncontrolling interest and the carrying value of noncontrolling interest at acquisition.
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The following table summarizes the preliminary estimated fair values of the Faiveley Transport assets acquired and
liabilities assumed:

In thousands

Assets acquired

Cash and cash equivalents $178,318

Accounts receivable 444,741
Inventories 205,649
Other current assets 70,930
Property, plant, and equipment 148,746
Goodwill 1,257,360
Trade names 346,328
Customer relationships 233,529
Patents 1,201
Other noncurrent assets 183,252
Total assets acquired 3,070,054
Liabilities assumed

Current liabilities 805,992
Debt 409,899
Other noncurrent liabilities 347,348
Total liabilities assumed 1,563,239
Net assets acquired $1,506,815

These estimates are preliminary in nature and subject to adjustments, which could be material. Any necessary
adjustments will be finalized within one year from the date of acquisition. During the nine months ended

September 30, 2017, the estimated fair values for customer relationships and current liabilities were adjusted by $21.8
million and $51.8 million, respectively, for changes to initial estimates based on information that existed at the date of
acquisition. Additionally, the estimated fair values for accounts receivable and current liabilities were adjusted by $2.8
million and $36.2 million, respectively, to correct errors in the preliminary estimated fair values of the Faiveley
Transport assets acquired and liabilities assumed. Other noncurrent assets were adjusted by $29.0 million to record the
deferred tax impact of these adjustments. As a result of these adjustments and other immaterial adjustments related to
changes to initial estimates based on information that existed at the date of acquisition, goodwill increased by $69.1
million. Accounts receivable and current liabilities were adjusted by $64.3 million to correct an error in the
preliminary estimated fair values of Faiveley Transport assets and liabilities assumed related to a factoring
arrangement with recourse.

Substantially all of the accounts receivable acquired are expected to be collectible. Included in current liabilities is
$25.9 million of accrued compensation for acquired share-based stock plans that are obligated to be settled in cash.
Contingent liabilities assumed as part of the transaction were not material. These contingent liabilities are related to
contract disputes, environmental, legal and tax matters. Contingent liabilities are recorded at fair value in purchase
accounting, aside from those pertaining to uncertainty in income taxes which is an exception to the fair value basis of
accounting.

Goodwill was calculated as the difference between the acquisition date fair value of the consideration transferred and
the fair value of the net assets acquired, and represents the future economic benefits, including synergies and
assembled workforce, the Company expects to achieve as a result of the acquisition. Purchased goodwill is not
expected to be deductible for tax purposes. The goodwill has been preliminarily allocated to the Transit segment.

For the three and nine months ended September 30, 2017, the Company’s consolidated statement of income included
$294.4 million and $851.8 million of revenues, respectively, from Faiveley Transport.

Other Acquisitions

The Company has made the following acquisitions operating as a business unit or component of a business unit in the
Freight Segment:
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On April 5, 2017, the Company acquired Thermal Transfer Corporation ("TTC"), a leading provider of heat transfer
solutions for industrial applications, for a purchase price of approximately $32.5 million, net of cash acquired,
resulting in preliminary goodwill of $16.3 million, all of which will be deductible for tax purposes.
On March 14, 2017, the Company acquired Aero Transportation Products ("ATP"), a manufacturer of engineered
covering systems for hopper freight cars, for a purchase price of approximately $65.3 million, net of cash acquired,
resulting in preliminary goodwill of $31.9 million, all of which will be deductible for tax purposes.
On December 14, 2016, the Company acquired Workhorse Rail LLC ("Workhorse"), a supplier of engineered
freight car components mainly for the aftermarket, for a purchase price of approximately $43.8 million, net of
cash acquired, resulting in preliminary goodwill of $24.4 million, 37.8% of which will be deductible for tax
purposes.
On November 17, 2016, the Company acquired the assets of Precision Turbo & Engine ("Precision Turbo"), a
designer and manufacturer of high-performance, aftermarket turbochargers, wastegates, and heat exchangers for the
automotive performance market, for a purchase price of approximately $13.8 million, net of cash acquired, resulting
in preliminary goodwill of $4.0 million, all of which will be deductible for tax purposes.
On May 5, 2016, the Company acquired Unitrac Railroad Materials ("Unitrac"), a leading designer and manufacturer
of railroad products and track work services, for a purchase price of approximately $14.8 million, net of cash
acquired, resulting in goodwill of $2.4 million, all of which will be deductible for tax purposes.
The Company has made the following acquisitions operating as a business unit or component of a business unit in the
Transit Segment:
On October 2, 2017, subsequent to the close of our accounting quarter, the Company acquired AM General Contractor
("AM"), a manufacturer of safety systems, mainly for transit rail cars with annual sales of about $25.0 million.
On August 1, 2016, the Company acquired Gerken Group SA ("Gerken"), a manufacturer of specialty carbon and
graphite products for rail and other industrial applications, for a purchase price of approximately $62.8 million, net of
cash acquired, resulting in goodwill of $17.5 million, none of which will be deductible for tax purposes.
The acquisitions listed above include escrow deposits of $38.4 million, which act as security for indemnity and other
claims in accordance with the purchase and related escrow agreements.
The following table summarizes the preliminary estimated fair values of the assets acquired and liabilities assumed at
the date of the acquisition for TTC, ATP, Workhorse, and Precision Turbo. For the Unitrac and Gerken acquisitions,
the following table summarizes the final fair value of the assets acquired and liabilities assumed at the date of
acquisition.

TTC ATP Workhorse Precision Gerken  Unitrac
Turbo

In thousands April 5, March 14, December 14, November 17, August 1, May 5,

2017 2017 2016 2016 2016 2016
Current assets $3,746 $11,666 $ 9,137 $ 4,145 $32,706 $11,476
Property, plant & equipment 5,909 5,354 — 1,346 7,667 1,768
Goodwill 16,309 31,934 24,373 4,019 17,470 2,442
Other intangible assets 12,300 22,100 19,400 5,200 30,560 1,230
Other assets — — — — 1,706 —
Total assets acquired 38,264 71,054 52,910 14,710 90,109 16,916
Total liabilities assumed (5,753 ) (5,800 ) (9,083 ) (884 ) (27,262 ) (2,145 )
Net assets acquired $32,511 $65,254 $ 43,827 $ 13,826 $62,847 $14,771

Of the $671.8 million of total acquired other intangible assets, $367.6 million was assigned to trade names, $296.7
million was assigned to customer relationships, and $5.0 million was assigned to intellectual property. The trade
names were determined to have indefinite useful lives, while the intellectual property and customer relationships’
average useful lives are 20 years, and the non-compete agreements' useful life is five years.

The Company also made smaller acquisitions not listed above which are individually and collectively immaterial.
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The following unaudited pro forma consolidated financial information presents income statement results as if the
acquisitions listed above had occurred on January 1, 2016:

Three Three Nine Nine
Months  Months  Months Months
In thousands Ended Ended Ended Ended

September September September September
30,2017 30,2016 30,2017 30,2016
Net sales $957,931 $995,869 $2,817,550 $3,168,195
Gross profit 253,203 301,554 799,695 977,743
Net income attributable to Wabtec shareholders 67,399 99,085 214,370 323,878
Diluted earnings per share
As Reported $0.70 $0.91 $2.22 $2.92
Pro forma $0.70 $1.02 $2.23 $3.30

4. INVENTORIES
The components of inventory, net of reserves, were:

In thousands September 30, December 31,

2017 2016
Raw materials $ 391,207 $ 331,465
Work-in-progress 196,319 145,462
Finished goods 177,255 181,583

Total inventories $ 764,781 $ 658,510

5. INTANGIBLES
The change in the carrying amount of goodwill by segment for the nine months ended September 30, 2017 is as
follows:

Freight  Transit

In thousands Total
Segment Segment

Balance at December 31, 2016 $550,902 $1,527,863 $2,078,765

Adjustment to preliminary purchase allocation (13,395 ) 77,302 63,907

Acquisitions 62,158 4,999 67,157

Foreign currency impact 9,407 165,522 174,929

Balance at September 30, 2017 $609,072 $1,775,686 $2,384,758

As of September 30, 2017 and December 31, 2016, the Company’s trade names had a net carrying amount of $583.7
million and $510.5 million, respectively, and the Company believes these intangibles have indefinite lives.
Intangible assets of the Company, other than goodwill and trade names, consist of the following:

In thousands September 30, December 31,

2017 2016
Patents, non-compete and other intangibles, net of accumulated
amortization of $42,237 and $42,538 $ 15,001 $ 15,360
Customer relationships, net of accumulated amortization
of $117,676 and $87,334 541,705 528,068
Total $ 556,706 $ 543,428

The weighted average remaining useful life of patent