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AMENDMENT TO UNIVERSAL REGISTRATION DOCUMENT 2019/2020

This amendment to the Universal Registration Document 2019/2020 was filed on 7 October 2020 with the French financial
markets authority (Autorité des marchés financiers - AMF) in its capacity as the competent authority within the meaning of
EU Regulation 2017-1129, without prior approval, in accordance with Article 9 of such regulation.
The Universal Registration Document may be used for the offer to the public of securities or the admission of securities to
trading on a regulated market, provided it is accompanied by a securities note and, if applicable, a summary and all
amendments made to the Universal Registration Document. These documents are approved as a whole by the AMF in
accordance with the above-mentioned regulation.

This amendment (the “Amendment”) supplements and should be read together with the Universal
Registration Document 2019/2020 filed with the AMF on 2 June 2020, under number D.20-0508 (the
“Universal Registration Document 2019/2020”).
A reconciliation table is provided in this Amendment to facilitate locating the information incorporated by
reference and the information being updated or modified.
In the Amendment, “Alstom” and the “Company” mean Alstom S.A., and the “Group” means the Company
and all of its consolidated subsidiaries.
The Universal Registration Document 2019/2020 and the related Amendment are available on Alstom’s
website (www.alstom.com) under the heading “Finance—Regulated Information,” as well as on the website
of the AMF (www.amf-france.org).
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PRELIMINARY NOTE
In this Amendment:
•

“Acquisition” means the acquisition by Alstom of control, through Alstom Holdings, a direct and
indirect wholly owned subsidiary of Alstom, of all of the entities making up Bombardier Inc.’s
Transportation division (“Bombardier Transportation”);

•

“Affiliate” means, in relation to any undertaking, any subsidiary or holding company of that
undertaking, and any subsidiary of any such holding company, and any other undertaking directly
or indirectly Controlling, Controlled by, or under direct or indirect common Control with such
undertaking, in each case from time to time. Portfolio companies of the members of the CDPQ
group (composed of CDPQ and its Affiliates) shall not be considered Affiliates.
For the purposes of this definition, “Control” means, in relation to any undertaking (the
“Controlled Person”), being entitled to:
(a)

exercise, or control the exercise of (directly or indirectly), more than 50% of the voting
rights at a general meeting of the shareholders, members or partners or other equity
holders, in respect of all or substantially all matters to be decided by the meeting of such
persons; or

(b)

appoint, remove, or control the appointment or removal of:

(c)

i.

members of the Controlled Person’s board of directors, supervisory board, or any
other similar body of the Controlled Person who are able (in the aggregate) to
exercise more than 50% of the voting rights at meetings of that board or governing
body in respect of all or substantially all matters;

ii.

any managing member of such Controlled Person; or

iii.

in the case of a limited partnership, the general partner; or

exercise a dominant influence over the Controlled Person pursuant to its constitutional
documents or otherwise.

•

“General Meeting” means Alstom’s combined general shareholders’ meeting called for 29
October 2020 to approve the Transaction;

•

“Planned Capital Increase” means the capital increase of Alstom with preservation of the
preferential subscription right for an amount, including issuance premium, of approximately €2
billion, which is planned to be carried out between the General Meeting and the first anniversary
of the Completion Date;

•

“Bombardier Inc.” means Bombardier Inc., a Canadian company that holds, directly or indirectly
and jointly with CDPQ, Bombardier Transportation;

•

“Bombardier Transportation” means all of the entities making up the Transportation division
of Bombardier Inc. (i.e. Bombardier Transportation UK2 and its subsidiaries);
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•

“Bombardier Transportation UK2” means Bombardier Transportation (Investment) UK
Limited, an English company;

•

“Bombardier UK” means Bombardier UK Holding Limited, an English company held directly
or indirectly by Bombardier Inc.;

•

“CDP Investissements” means CDP Investissements Inc., a company incorporated under the
laws of Québec, held directly or indirectly by CDPQ;

•

“CDPQ” means Caisse de dépôt et de placement du Québec, a legal entity formed pursuant to the
Law on the Caisse de Dépôt et Placement du Québec that holds, directly or indirectly and together
with Bombardier Inc., Bombardier Transportation;

•

“Completion Date” means the completion date of the Acquisition, which will occur on the last
Business Day of the second month following the last Business Day of the month during which the
last of the conditions precedent provided for in the Acquisition Agreement is satisfied or waived,
relating to the receipt of authorisations from the competent authorities regarding (i) merger control,
and (ii) foreign investment control (as described in the section 1.2.1 “Description of the transaction
to acquire Bombardier Transportation – Legal aspects of the Transaction – Acquisition of
Bombardier Transportation” in this Amendment;

•

“Business Day” means a day, except a Saturday or Sunday, on which banks in each of London (the
United Kingdom), Paris (France), Montreal (Canada) and New York (United States of America)
are open for business generally.
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1.

DESCRIPTION OF THE TRANSACTION TO ACQUIRE BOMBARDIER
TRANSPORTATION

The “Acquisition of Bombardier Transportation” section in Chapter 1 of the Universal Registration
Document 2019/20 is hereby amended and supplemented as follows:
1.1 Description of the Transaction
1.1.1 Background of the Transaction
Following discussions among Alstom, Bombardier Inc., and CDPQ, on 17 February 2020 Alstom’s Board
of Directors approved the Acquisition in principle and approved the signature of a Memorandum of
Understanding organising the information-consultation procedure with the relevant Alstom and Bombardier
Transportation unions and including an exclusivity clause for the benefit of the parties in connection with
the planned Acquisition.
On 16 September 2020, Alstom, Alstom Holdings (a wholly owned subsidiary of the Company),
Bombardier Inc., Bombardier UK (a wholly owned subsidiary of Bombardier Inc.), CDPQ, CDP
Investissements, BT Rail I L.P. and BT Rail II L.P. (wholly owned subsidiaries of CDPQ) and certain of
their subsidiaries entered into a share sale and purchase agreement governing the Acquisition (the
“Acquisition Agreement”).
The Acquisition will be financed in part through a bank facility put in place in April 2020 (see Note 1 to
the consolidated financial statements for the fiscal year ended 31 March 2020 in the Universal Registration
Document 2019/20 for a detailed description of such financing), consisting of a €2.4 billion syndicated
bridge loan, to be refinanced by the Planned Capital Increase and a bond issuance of approximately €400
million. Depending on market conditions and on the progress made on the Transaction, the bond issuance
could be launched from the fourth quarter of 2020.
Bombardier UK and CDP Investissements will reinvest a portion of the Acquisition’s proceeds in Alstom’s
capital (further to a delegation of receivables from Alstom Holdings to Alstom in connection with the
payment of the Acquisition Price) through capital increases reserved for them, pursuant to the following
terms:
-

Bombardier UK will subscribe for new ordinary shares of the Company for a maximum amount of
€500 million, which may be increased to a maximum of €650 million, pursuant to the terms of the
investment agreement entered into on 16 September 2020 (the “Bombardier Reinvestment
Agreement”) as described in Section 1.2.2(a), “Bombardier Reinvestment Agreement,” of this
Amendment (the “Bombardier Reinvestment”). These new shares will be paid up by set-off of
claims; and

-

CDP Investissements (i) will reinvest all amounts received in the Acquisition (with the exception
of amounts received in respect of (x) any direct or indirect recapitalisation of Bombardier
Transportation by CDPQ and Bombardier Inc. between the signature of the Memorandum of
Understanding on 17 February 2020 and the Completion Date, subject to a €750 million cap, and
(y) the return on the recapitalisations carried out by CDPQ), which comes to a total subscribed
amount, through set-off of claims, of between €1.93 billion and €2.08 billion (depending on the
amount of the Second Tranche of the Acquisition Price (as such term is defined below)); and
(ii) will subscribe for new shares, to be paid up in cash, for an additional amount of €700 million.
The terms of this reinvestment in equity and of an additional €700 million subscription by CDP
Investissements are governed by an investment agreement entered into on 16 September 2020 (the
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“CDPQ Reinvestment Agreement”) as described in Section 1.2.2(b), “CDPQ Reinvestment
Agreement,” of this Amendment (the “CDPQ Reinvestment” and, together with the Bombardier
Reinvestment and the Acquisition, the “Transaction”).
Pursuant to the terms of the Acquisition Agreement, the parties undertook, upon Alstom’s request and as
soon as possible after the signature of the Acquisition Agreement, to form a committee comprising
representatives of Alstom, Bombardier Inc., and CDPQ, for the purpose of preparing for and planning the
integration of Bombardier Transportation into the Alstom Group.
At Alstom’s initiative, on a voluntary bas, Finexsi, an independent expert, has reviewed the terms of the
Transaction. Finexsi’s fairness opinion, dated 27 September 2020, is included in Annex 1 to this
Amendment.
1.1.2 Advantages of the Transaction for Alstom and its shareholders
Alstom is one of the leading players in rail transportation. During the 2016-2019 period, after it refocused
its business on mobility in 2016, Alstom saw strong improvement in its operational and financial profile.
In 2019 the Group presented a new, ambitious strategic plan, “Alstom in Motion,” centred on growth, green
and digital innovation, and operational efficiency.
The acquisition of Bombardier Transportation, the fourth largest player in the industry, is a major
opportunity for Alstom, enabling it to accelerate its strategic roadmap and respond to the increasing demand
for sustainable mobility.
In particular, Bombardier Transportation will provide Alstom with the following:
•

A complementary geographical presence that will reinforce Alstom’s access to key railway
markets, leveraging Bombardier’s successful historical track record in Germany, the United
Kingdom, and North America, as well as its significant presence in China;

•

Attractive complements to Alstom’s Rolling Stock portfolio, enabling it to offer a complete product
line over all rail segments, in order to better satisfy the specific needs of each of its customers in
terms of mobility solutions (in particular for very specific niche products such as the Monorail or
the People Mover), while at the same time contributing its recognised expertise through the
development of specific local solutions for its strategic customers;

•

Significant assets for Alstom’s Services business, with access to the largest installed train fleet in
the world and a vast maintenance facilities network, in a segment characterised by strong added
value, thus opening new opportunities through the strengthening of Alstom’s service offerings and
geographical coverage;

•

Strong complementarity in Signalling and access to strategic markets such as Germany, in order to
accelerate deployment of its solutions, leveraging its access to new markets and its highly skilled
workers, to consolidate Alstom’s objectives in this strategic segment;

•

A complete innovation portfolio and significant engineering and Research and Development
resources to further reinforce its technological positioning in smart and sustainable mobility
solutions; and
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•

An industrial presence in countries with attractive cost bases, such as the Eastern European
countries, Mexico, and China, as well as complementarity in mature markets such as Germany and
the United Kingdom.

Alstom’s objective is to re-establish Bombardier Transportation’s operational potential and profitability
and to restore its margins and improve execution quality, in line with Alstom’s standards. To achieve this
objective, Alstom will leverage clearly identified drivers:
•

Particular attention to improving operational indicators and execution of backlog, relying on the
systematic deployment of the know-how and good practices that Alstom has developed;

•

An action plan to promote the successful integration and deployment of Alstom’s processes and
technologies on a worldwide scale;

•

Alstom’s financial discipline and successful experience in improving margins;

•

The cultural proximity and thorough knowledge of Bombardier Transportation acquired through
numerous joint projects.

Moreover, Alstom has identified concrete synergies and set an objective to generate €400 million in cost
synergies per year beginning in the fourth or fifth year following completion of the Acquisition.
Finally, it is Alstom’s goal that the Transaction will lead to two-digit accretion of Net Profit per Share
(NPPS) to Alstom’s shareholders beginning in the second year following completion of the Acquisition.
This accretion, which is calculated after cost synergies and implementation costs and before amortisation
of the purchase price allocation (PPA), would result from increased efficiency as well as the strengthened
operational profile of the combined Group following the Transaction.
Alstom’s customers will also benefit from the strengthened expertise and expanded portfolio of the new
combined group.
1.1.3 Provisional Transaction timetable
If the Planned Capital Increase occurs prior to the Completion Date
Expected Date

Step in the Transaction

29 October 2020

•

General Meeting

2nd half 2020 – 1st quarter 2021

•

1st quarter 2021 (subject to approvals
from regulatory authorities and
customary conditions precedent)

•
•

Launch of the Planned Capital Increase, subject to market
conditions
Completion Date
Capital increase reserved for Bombardier UK, through the issuance
of ordinary shares
Capital increase reserved for CDP Investissements, through the
issuance of Preferred Shares immediately converted into ordinary
shares or through the issuance of ordinary shares

•

If the Planned Capital Increase occurs after the Completion Date
Expected Date

Step in the Transaction
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29 October 2020

•

General Meeting

1st quarter 2021 (subject to regulatory
authorisations and customary prior
conditions)

•
•

Completion Date
Capital increase reserved for Bombardier UK, through the issuance
of ordinary shares
Capital increase reserved for CDP Investissements, through the
issuance of Preferred Shares
Launch of the Planned Capital Increase, subject to market
conditions
Conversion of the Preferred Shares into ordinary shares on the
settlement and delivery date of the Planned Capital Increase
Conversion of the Preferred Shares into ordinary shares if the
Planned Capital Increase has not been completed

•
Post-Completion Date (1st semester
2021)

•
•

One year after the Completion Date

•

1.2 Legal aspects of the Transaction
1.2.1 Acquisition of Bombardier Transportation
The Acquisition Agreement provides that Alstom will acquire Bombardier Transportation through its
subsidiary, Alstom Holdings (a wholly owned subsidiary of the Company). An organisational chart of the
Alstom Group following completion of the Transaction is included in Annex 2 to this Amendment.
The Acquisition Agreement includes customary, warranties, and covenants by each of the parties, as well
as, with respect to Bombardier Inc., tax and compliance indemnification, under which total indemnification
by Bombardier Inc. for any breach or violation (excluding fundamental warranties, in particular relating to
ownership of the shares that are the subject of the Acquisition, the sellers’ capacity, their organisation, the
approval of regulatory authorities, and the absence of insolvency proceedings) or by CDPQ (which is
responsible only for a breach or violation relating to the implementation of information barriers within the
CDPQ group) is capped at €100 million. The liability incurred by Bombardier Inc. and CDPQ, with respect
to any breach of their respective fundamental warranties, and by Alstom, with respect to any breach of its
warranties, is limited to the Acquisition Price.
The Acquisition Agreement includes guarantee undertakings by the sellers with respect to the ordinary
course conduct of the business of the Bombardier Transportation entities until the completion date of the
Acquisition, and in particular:
(i)

Financial and operational reporting obligations (x) on a weekly basis after satisfaction of the last
of the conditions relating to the approval of the Acquisition by the competent merger controls and
foreign investment controls authorities, with respect to the statement of cash flows and the use of
revolving credit lines, (y) on a monthly basis in particular with respect to EBIT and EBITDA, cash
position, and the status of its principal customer contracts, and (z) on a quarterly basis with respect
to such items as financial statements, cash position, and principal customer contracts;

(ii)

An obligation not to carry out or commit to carry out significant transactions outside the ordinary
course of their business and/or that could affect the value of the Bombardier Transportation
companies without Alstom’s consent (which may not be unreasonably delayed or denied). For
example, any decision relating to a modification of a significant contract or a significant financing
arrangement (subject to certain exceptions), to any action resulting in a change in expenditures of
more than 10% of the budget or to a failure to take reasonable steps to prevent such a change, to
the commencement of any dispute with an amount in controversy of more than €10 million, or to

9

any disposal or acquisition of activities for an amount of greater than €10 million is subject to
Alstom’s prior authorisation (which may not be unreasonably delayed or denied);
(iii)

The formation of a Review Committee composed of the CEO and CFO of Bombardier
Transportation UK2, as well as of two representatives appointed by CDPQ. Alstom will not have
a representative on this committee. The role of the CEO and CFO of Bombardier Transportation
UK2 on the committee is to report to the committee on the performance of Bombardier
Transportation in terms of Bombardier Transportation’s general operational objectives, its
obligations under its most significant contracts, and the actions taken with respect to the Covid-10
health situation, on the basis of which the Review Committee will be responsible for making any
necessary recommendations. The documentation provided to the Review Committee with respect
to the Coronavirus situation will also be communicated to Alstom, unless applicable regulations do
not so permit.

In addition, the Acquisition Agreement includes conditions precedent that must be satisfied prior to
completion of the Acquisition (the “Conditions Precedent”). The Conditions Precedent are as follows:
(i)

Authorisation of the Acquisition by the European Commission with respect to the merger control,
as well as by the competition authorities in Australia, Canada, China, Russia, South Africa, Taiwan,
the United States, Brazil, India, Israel, Mexico, Morocco, Singapore, and Turkey. On 31 July 2020,
the European Commission authorised the Acquisition subject to compliance with certain
commitments, which had been proposed by Alstom (see below). As of the date of this Amendment,
approvals have been obtained for all of the other jurisdictions except Canada, China, South Africa,
the United States, Mexico, and Morocco;

(ii)

Approval of the Acquisition by the competent regulatory authorities relating to foreign investment
controls in Canada (where the required authorisation has been obtained as of the date of this
Amendment), the United States (where the relevant approval was obtained on 20 July 2020), and
Australia;

(iii)

Termination of the shareholders’ agreement between Bombardier Inc. and CDPQ with respect to
Bombardier Transportation;

(iv)

The absence of any material breach of the fundamental warranties made by Bombardier Inc. and
CDPQ that has not been cured prior to the end of the Condition Precedent Satisfaction Period (as
such term is defined below);

(v)

The absence of any breach by Bombardier Transportation of its undertakings with respect to the
interim period prior to completion of the Acquisition (as described above) resulting in a material
adverse change, or, subject to certain exceptions, in (i) a decrease in the value of Bombardier
Transportation’s net consolidated assets of at least €500 million; (ii) a decrease in Bombardier
Transportation’s consolidated results of operations before interest and taxes of at least €275 million
in one fiscal year; or (iii) the termination of the financing put in place by Alstom or Alstom
Holdings in connection with the Acquisition;

(vi)

The absence of any material adverse change, namely, subject to certain exceptions, a change
resulting in (i) a decrease in the value of Bombardier Transportation’s net consolidated assets of at
least €1 billion; (ii) a decrease in Bombardier Transportation’s consolidated results of operations
before interest and taxes of at least €550 million in one fiscal year; or (iii) the termination of the
financing put in place by Alstom in connection with the Acquisition, it being specified that pursuant
to the exceptions referred to above, a change (even one satisfying the above criteria) will not
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constitute a material adverse change if it results from changes in general manufacturing conditions
or from macroeconomic disturbances (including due to the spread of a virus or illness), unless such
change affects Bombardier Transportation in a manner that is materially disproportionate as
compared with its competitors;
(vii)

The adoption by the General Meeting of the resolutions relating to the Transaction, authorising
both the Planned Capital Increase and the capital increases reserved for Bombardier UK and CDPQ
in respect, respectively, of the Bombardier Reinvestment and the CDPQ Reinvestment (see subsection 1.2.2 “Reinvestment by Bombardier Inc. and CDPQ,” below), it being specified that Alstom
has undertaken to call and hold that General Meeting prior to 31 October 2020;

(viii)

Signature of the Bombardier Reinvestment Agreement and the CDPQ Reinvestment Agreement
(which occurred on 16 September 2020) and satisfaction of the conditions precedent provided for
therein (as described in sub-section 1.2.2 “Reinvestment by Bombardier Inc. and CDPQ,” below);
and

(ix)

The absence of any prohibition of or limitation on the Transaction’s completion by a competent
governmental authority or court.

The Acquisition Agreement provides that all of the Conditions Precedent must be satisfied within 18 months
following its signature (the “Condition Precedent Satisfaction Period”) (which period may be extended
by 90 days by agreement of the parties in the event of a breach of certain warranties made by Bombardier
Inc. and CDPQ that can be cured). Alstom, Bombardier Inc., and CDPQ may mutually agree to waive one
or more of the Conditions Precedent, with the exception of those listed in (iii) through (vi) above, which
are for the sole benefit of Alstom.
On 31 July 2020, the European Commission authorised the Acquisition, subject to compliance with the
following commitments:
•

A transfer of Bombardier Transportation’s contribution to its cooperation with Hitachi on the very
high-speed train Zefiro V300 as well as of intellectual property licenses to Hitachi, with respect to
the train jointly developed by Hitachi and Bombardier Transportation for use in connection with
future calls for bids for very high-speed trains in the United Kingdom;

•

Divestment of Alstom’s Coradia Polyvalent and of the Reichshoffen production site in France;

•

Divestment of the Bombardier TALENT 3 and dedicated production facilities located within the
Hennigsdorf site in Germany; and

•

Providing third parties with access to certain interfaces and products for some of Bombardier
Transportation’s Signalling On-Board Units and Train Control Management Systems (TCMS).

These commitments are the same as those that Alstom had proposed to the European Commission on 9 July
2020, and completion of the Transaction does not require that they be carried out prior to the Closing Date.
The Acquisition Agreement also provides for termination fees if the Acquisition fails to be completed under
the following circumstances:
-

Alstom will be required to pay a termination fee of €150 million if (i) the extraordinary general
meeting called to approve the capital increases planned in connection with the Transaction is
not held or does not approve the corresponding resolutions prior to the end of the Condition
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Precedent Satisfaction Period; or (ii) Alstom has not obtained or maintained the necessary
financing for completion of the Transaction;
-

Alstom will be required to pay a termination fee of €200 million if a competition authority fails
to approve the Acquisition, subject to certain limited exceptions; and

-

Bombardier Inc. will be required to pay Alstom a termination fee of €150 million in the event
of certain prohibitions or injunctions that prevent completion of the Acquisition, if it is shown
that the prohibition or injunction was not purged prior to expiration of the Condition Precedent
Satisfaction Period.

The Acquisition Agreement provides for payment of the acquisition price (the “Acquisition Price”) by
Alstom Holdings in two stages:
-

On the Completion Date of the Acquisition, Alstom will be required to pay the first tranche of
the Acquisition Price (the “First Tranche of the Acquisition Price”), consisting of the
minimum price provided for in the Acquisition Agreement and detailed below (the “Minimum
Price”), adjusted, if applicable: (i) downward by the amount of Bombardier Transportation’s
estimated negative cash position as of 31 December 2020, calculated as the difference, on the
one hand, between Bombardier Transportation’s available cash 1 and, on the other hand, the
financial debt, plus amounts relating to overdue supplier payables, reverse factoring, and
receivables (AR) factoring in excess of certain thresholds (the “Liquidity Position
Adjustment”); and (ii) upward in the amount of any recapitalisation of Bombardier
Transportation carried out by Bombardier Inc. and CDPQ between the signature of the
Memorandum of Understanding and the Completion Date (up to a limit of €750 million). These
amounts will be determined for the purposes of the First Tranche of the Acquisition Price on
the basis of the preliminary accounts prepared by Bombardier Inc. and reviewed by Alstom
(with no requirement for Bombardier Inc. to take Alstom's review or comments into account
for the purposes of payment of the First Tranche of the Acquisition Price). The preliminary
accounts must be prepared in accordance with the accounting methods agreed to in the
Acquisition Agreement, which will also be applied by Alstom in preparing the final accounts
for Bombardier Transportation to be used in calculating the amount of the Second Tranche of
the Acquisition Price (see below).
The Minimum Price is equal to €5.5 billion, adjusted, if applicable: (i) downward in the amount
of certain amounts from Bombardier Transportation that Bombardier Inc. and CDPQ may have
deposited after 1 January 2021 and (ii) upward, if the Completion Date occurs after 1 January
2021, by an amount calculated pro rata on the basis of an increase of €50 million per quarter.
The reference Acquisition Price for Bombardier Transportation will be determined on the basis
of the most recent available financial statements following the Acquisition (the “Reference
Price”) and will be equal to €7.15 billion, adjusted, if applicable: (i) downward in the amount
of Bombardier Transportation’s net debt (calculated as the difference between Bombardier
Transportation’s indebtedness and its cash, less certain liabilities relating to Bombardier
Transportation’s undertakings; (ii) downward in the amount of certain liabilities relating to
Bombardier Transportation’s pension obligations; and (iii) upward or downward in the amount

1

It being specified that the recapitalizations of Bombardier Transportation carried out by Bombardier Inc. and
CDPQ between the signature of the Memorandum of Understanding and the Completion Date are subtracted from
Bombardier Transportation’s liquidity position for the purposes of calculating the Liquidity Position Adjustment (up
to a limit of €750 million).
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of Bombardier Transportation’s net working capital as compared with a reference position
agreed upon by Alstom, Bombardier Inc., and CDPQ.
The Acquisition Price will be equal to the Reference Price, unless the Reference Price is (i)
lower than the Minimum Price (as defined above), in which case the Acquisition Price will be
equal to the Minimum Price; or (ii) higher than the Maximum Price (as defined below), in
which case the Acquisition Price will be equal to the Maximum Price.
The maximum price under the Acquisition Agreement (the “Maximum Price”) is €5.9 billion,
adjusted, if applicable: (i) downward in the amount of certain amounts from Bombardier
Transportation that Bombardier Inc. and CDPQ may have collected after 1 January 2021 and
(ii) upward, if the Completion Date occurs after 1 January 2021, by an amount calculated pro
rata on the basis of an increase of €100 million per quarter.
The amount of the recapitalisations of Bombardier Transportation carried out by Bombardier
Inc. and CDPQ between the signature of the Memorandum of Understanding and the
Completion Date (up to a maximum of €750 million), which will be taken into account in the
calculation of the First Tranche of the Acquisition Price, could cause the First Tranche of the
Acquisition Price to exceed the Maximum Price (in other words, if the amount of these
recapitalisations, when added to the Minimum Price, adjusted, if applicable, by the Liquidity
Position Adjustment, exceeds the Maximum Price, then the acquisition price paid by Alstom
Holdings will exceed the Maximum Price (up to a limit of €750 million)), although the sellers
are required to use reasonable efforts to prevent such an excess.
-

Following completion of the Acquisition, Alstom will prepare final financial statements for
Bombardier Transportation taking the Acquisition into account in order to calculate the amount
of the second tranche of the Acquisition Price (the “Second Tranche of the Acquisition
Price”).

The First Tranche of the Acquisition Price will be paid on the Completion Date:
-

to CDPQ, (i) in shares of the Company to be paid up by set-off of claims (further to a delegation
of payment by Alstom Holdings to Alstom of the amount of the Acquisition Price), for an
amount equal to approximately €1.93 billion), and (ii) in cash for an amount equal to the portion
of the abovementioned recapitalisations of Bombardier Transportation carried out by CDPQ
(subject to the €750 million cap applicable to the Bombardier Inc. and CDPQ recapitalisations)
above €100 million, in addition to the return on such recapitalisations;

-

to Bombardier Inc. for the remaining portion of the First Tranche of the Acquisition Price, (i)
in shares of the Company to be paid up by set-off of claims (further to a delegation of payment
from Alstom Holdings to Alstom of the payment of the amount of the Acquisition Price, for a
maximum amount equal to approximately €650 million (see sub-section 1.2.2(a), “Bombardier
Reinvestment Agreement,” below, with respect to such reinvestment)) and (ii) in cash for the
remaining portion (including, if applicable, the amount of the abovementioned recapitalisations
of Bombardier Transportation by Bombardier Inc. (subject to the €750 million cap applicable
to the Bombardier Inc. and CDPQ recapitalisations) and any amount above €100 million related
to the abovementioned recapitalisations of Bombardier Transportation carried out by CDPQ).

The Second Tranche of the Acquisition Price will be equal to the Acquisition Price, as ultimately
determined, adjusted, if applicable: (i) downward in the amount of any Liquidity Position Adjustment, as
ultimately determined; (ii) downward in the amount of the First Tranche of the Acquisition Price; and (iii)

13

upward in the amount of any recapitalisation of Bombardier Transportation carried out by Bombardier Inc.
and CDPQ between signature of the Memorandum of Understanding and the Completion Date (up to a
€750 million cap applicable to the recapitalisations carried out by Bombardier Inc. and CDPQ), to the extent
that such amounts have not been taken into account as part of the first Tranche of the Acquisition Price.
After a maximum period of 10 months following the Completion Date for Alstom to review the final
Bombardier Transportation financial statements (subject to any additional period relating to the
appointment an independent expert in the event of a disagreement between the parties), Alstom Holdings
will pay the amount of the Second Tranche of the Acquisition Price, if it is positive, to CDP Investissements
in shares (up to a maximum of €150 million) and to Bombardier UK in cash (in the event of a surplus).
Conversely, if the amount of the Second Tranche of the Acquisition Price is negative, Bombardier UK will
repay Alstom Holdings that amount in cash within the same period of time.
Any cash payment made by Alstom Holdings to Bombardier Inc. will be in dollars (with the exception of
the payment of any amount related to the recapitalizations of Bombardier Transportation by Bombardier
Inc. and CDPQ between 17 February 2020 (date of signature of the Memorandum of Understanding) and
the Completion Date (up to a maximum of €750 million), which will be made in euros). The payment in
dollars will be made on the basis of an exchange rate determined on the signature date of the Acquisition
Agreement (of approximately $1.17 per euro) and taking into account hedging and other related costs,
which will be borne by Bombardier Inc.
1.2.2 Reinvestment by Bombardier Inc. and CDPQ
(a)

Bombardier Reinvestment Agreement

Pursuant to the Bombardier Reinvestment Agreement, Bombardier UK, a wholly owned subsidiary of
Bombardier Inc., has undertaken to subscribe directly or indirectly for a capital increase of Alstom in a
fixed amount of €500 million. It is specified that the Acquisition Agreement and the Bombardier
Reinvestment Agreement provide that if the amounts due by the Bombardier Transportation companies to
financial institutions in respect of construction advance agreements and forfaiting agreements exceed €575
million, then an amount equal to the excess beyond that threshold, up to a limit of €150 million, will be
paid to Bombardier UK in Alstom shares rather than in cash. In that event, the Alstom capital increase
reserved for Bombardier UK could be increased from €500 million to a maximum of €650 million. The
subscription price for the Alstom shares issued pursuant to the Bombardier Reinvestment Agreement is
equal to €47.50 per Alstom share. The number of shares issued may be adjusted in the event of dilutive
transactions in Alstom’s capital, such as the Planned Capital Increase, prior to the Completion Date, it being
specified that these adjustments will have no impact on the total amount subscribed by Bombardier Inc. For
a description of the situations in which adjustments will be made, see Annex 3 to this Amendment.
The Bombardier Reinvestment Agreement provides for a three-month lockup of Bombardier UK’s shares
of Alstom following the Completion Date, with the exceptions of (i) transfers to Affiliates of Bombardier
UK, (ii) transfers following the filing of a tender offer, (iii) transfers authorised by Alstom, and (iv) transfers
following the commencement of proceedings governed by Book VI of the French Commercial Code
concerning Alstom (it being specified that the lockup commitment does not apply to any preferential
subscription rights that may be attached to the Alstom shares).
The Bombardier Reinvestment Agreement provides that this capital increase will be paid for by set-off
against its claim for the purchase price in the Acquisition (further to a delegation of payment from Alstom
Holdings to Alstom in connection with the payment of the Acquisition Price by Alstom Holdings),
simultaneously with completion of the Transaction, subject to satisfaction of the following conditions
precedent:
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(i)

The approval by Alstom’s extraordinary general meeting of the capital increase reserved for
Bombardier UK and the capital increase reserved for CDP Investissements (with respect to the
latter, see Section 1.2.2(b), below);

(ii)

The convening of Alstom’s extraordinary general meeting called to vote on the Planned Capital
Increase;

(iii)

Satisfaction of the Conditions Precedent to the Acquisition Agreement;

(iv)

The absence of significant breaches of certain fundamental warranties contained in the Bombardier
Reinvestment Agreement; and

(v)

The absence of any judgment or injunction preventing the Transaction or the Reserved Capital
Increase for the benefit of Bombardier UK.

Alstom and Bombardier Inc. may mutually agree to waive one or more of the conditions precedent listed
above, with the exception of those listed in (iv) above, which is for the sole benefit of the party that is not
responsible for the significant breach or breaches of certain fundamental warranties provided for in the
Bombardier Reinvestment Agreement.
(b)

CDPQ Reinvestment Agreement

The CDPQ Reinvestment Agreement provides that CDP Investissements will reinvest the proceeds from
the purchase price to be paid by Alstom Holdings on the Completion Date (with the exception of the
amounts invested by CDPQ in the recapitalisation of Bombardier Transportation and of the return on the
recapitalisation), which comes to a total subscribed amount of between €1.93 billion and €2.08 billion
(depending on the amount of the Second Tranche of the Acquisition Price (as such term is defined above))
through a reserved capital increase for the benefit of CDP Investissements, subscribed by way of set-off of
claims (after a delegation by Alstom Holdings to the Company with respect to the payment of the
Acquisition Price to be paid by Alstom Holdings), plus an additional amount of €700 million. If the amount
of the Second Tranche of the Acquisition Price is positive and required to be paid to CDPQ by Alstom
Holdings, such amount will also be set off against CDP Investissements' subscription of new shares issued
by Alstom after a delegation to Alstom with respect to the payment of the Acquisition Price. The
reinvestment would be implemented through a reserved capital increase by way of issuance of (i) class B
preferred shares mandatorily convertible into new ordinary shares (the “Preferred Shares”) or, depending
on the structure ultimately chosen, (ii) ordinary shares.
These two possible structures are currently being reviewed. It is specified that the two resolutions are
alternatives, and that the Board of Directors’ choice between the two structures will have no impact on the
position of the Company’s shareholders. Please refer to the report of the Board of Directors of the Company
to the general shareholders’ meeting to be held on 29 October 2020, available on the Company's website
(https://www.alstom.com/finance/shareholders-meetings), which sets out the terms and conditions of these
resolutions.
The CDPQ Reinvestment Agreement provides that the Preferred Shares or the ordinary shares may be
transferred to CDPQ following their subscription.
The CDPQ Reinvestment is also subject to the satisfaction of conditions precedent, including with respect
to obtaining authorisations from competition and other regulatory authorities.
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Issuance of the Preferred Shares
Features of the Preferred Shares
The number of Preferred Shares that may be issued to CDP Investissements on the Completion Date and,
if applicable, on the payment date of the Second Tranche of the Acquisition Price, will be calculated based
on (i) the amount of the sale price, and, if applicable, of the adjustment to the sale price; and (ii) the issuance
price per share of the Preferred Shares, which is €44.45.
As explained above, Alstom Holdings, the acquiring Alstom Group entity in connection with the
Acquisition, will delegate to Alstom all or part of the corresponding purchase price debt owed to CDPQ
and Bombardier Inc. Thus, the reserved capital increase will be paid (i) by set-off of the amount of that
claim; and (ii) for the remainder (in the amount of €700 million), by cash payment on the Completion Date.
The terms and conditions of the Preferred Shares (the “Terms and Conditions”) are set forth in Annex 4
to this Amendment and are subject to approval by the shareholders at the General Meeting. These terms
and conditions are the subject of a report by a special benefits appraiser (commissaire aux avantages
particuliers), which is attached in Annex 5 to this Amendment.
The Preferred Shares will have a nominal value of seven euros per share. Subject to the specific rights
attached to them, the Preferred Shares will have the same rights and obligations as those attached to
Alstom’s ordinary shares. Specifically, each Preferred Share will give its holder the right to vote at ordinary
and extraordinary general shareholders’ meetings of the holders of Alstom’s ordinary shares, in a ratio of
one voting right per Preferred Share.
At any given time, each Preferred Share will give an ownership right to the Company's assets and to the
distribution of dividends (excluding distributions of premiums and/or reserves), in an amount equal to the
product of (i) the right attached to an ordinary share of the Company in accordance with Articles 21 (Profits)
and 23 (Liquidation – Appointment – Powers of the Liquidators) of the Company's Articles of Association
and (ii) the number of ordinary share(s) to be received upon conversion of the Preferred Shares if such
conversion were to take place on the date of the decision to distribute the dividend.
The Preferred Shares will not have preferential subscription rights.
Preferred Shares conversion dates
If the Planned Capital Increase is carried out prior to the issuance date of the Preferred Shares (which will
take place on the Completion Date and, if applicable, in the event of a Second Tranche of the Acquisition
Price, on the payment date of the Second Tranche of the Acquisition Price), the Preferred Shares will be
automatically converted into ordinary shares of Alstom on their issuance date (i.e., respectively, on the
Completion Date and, if applicable, on the payment date of the Second Tranche of the Acquisition Price).
If the Planned Capital Increase is not carried out prior to their issuance date, the Preferred Shares will be
automatically converted into ordinary shares of Alstom, and the ordinary shares resulting from the
conversion will bear immediate rights to dividends, on the earlier to occur of the following two dates: (i)
the first anniversary of the Completion Date; and (ii) the settlement and delivery date of the Planned Capital
Increase.
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Adjustments to the number of ordinary shares resulting from the conversion of Preferred Shares
The number of ordinary shares that may result from the conversion of the Preferred Shares will be
determined by a conversion ratio of one new ordinary share for one Preferred Share (subject to the
adjustments described below), it being specified that the maximum number of ordinary shares issued upon
conversion of the Preferred Shares may not exceed 29.90% of the share capital or voting rights of the
Company on the conversion date. In all circumstances where the application of this 29.90% threshold has
prevented the issuance of ordinary shares that would have been issued but for the application of that
threshold, Alstom will pay CDP Investissements, on the Completion Date, an amount in euros equal to the
product of (i) the number of ordinary shares not issued as a result of the application of the threshold and (ii)
the price of an Alstom ordinary share at the close of the trading day preceding the Completion Date.
The conversion ratio will be subject to adjustments in order to protect the holders of the Preferred Shares
in the event of certain transactions in the share capital on or after 17 February 2020, and in particular the
dilutive effect of the Planned Capital Increase.
The terms of adjustment of the conversion ratio in connection with the Planned Capital Increase are set
forth in section “Conversion of the Class B Preferred Shares” of the Terms and Conditions. The other
events and terms of adjustment are set forth in Annex B to the Terms and Conditions.
In the event of transactions giving rise to such adjustments prior to the conversion of the Preferred Shares
into ordinary shares, and provided that CDPQ and its Affiliates hold at least 50% of the Preferred Shares,
any resolution proposed at an extraordinary general meeting of shareholders may be adopted only with the
positive vote of the holders of the Preferred Shares.
The new ordinary shares issued in connection with these adjustments would be paid up using the issuance
premium portion of the subscription price for the Preferred Shares. That issuance premium will be allocated
to a “premium account” (the “Unavailable Account”), which will be unavailable prior to conversion of the
Preferred Shares into ordinary shares of Alstom. If the implementation of a transaction triggering one or
more adjustment(s) would make it impossible to issue all the ordinary shares upon conversion of the
Preferred Shares using only the Unavailable Account, then the Company will transfer to another reserve
account (the “Additional Unavailable Account”) the amount of premiums or reserves reasonably
necessary to enable the conversion in full of the Preferred Shares into a sufficient number of ordinary shares,
and the amount of the premiums or reserves thus transferred will become unavailable.
The Preferred Shares will not be admitted to trading on their issuance date. However, CDP Investissements
will be entitled to ask Alstom to apply for listing on Euronext Paris, in all circumstances where CDP
Investissements or CDPQ is entitled to and wishes to transfer its Preferred Shares to a third party (other
than its Affiliates) during the lock-up period (as described below).
With the exceptions of (i) transfers to CDPQ; (ii) transfers to Affiliates of CDPQ; (iii) transfers following
the filing of a tender offer; (iv) transfers authorised by Alstom in response to a request by CDPQ; (v)
transfers following the commencement of proceedings governed by Book VI of the French Commercial
Code concerning Alstom SA; and (vi) transfers carried out in order to authorise CDPQ and its Affiliates to
reduce their equity investment to not less than 19.8% prior to a distribution (“Authorised Transfers”), the
Preferred Shares will not be transferable.
The ordinary shares resulting from the conversion will be subject to a lockup period of 21 months (except
for Authorised Transfers) as from the Completion Date. After the end of the lockup period, the ordinary
shares held by CDPQ and its Affiliates would not be transferable off-market to Alstom competitors (as
defined in the documentation) without Alstom’s prior consent, it being specified that CDPQ and its
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Affiliates would remain free, following the expiration of the lockup period, to sell their Alstom shares on
the market or through an accelerated book building process (with no restrictions on such process).
In addition, pursuant to the CDPQ Reinvestment Agreement, CDPQ has agreed to a ten-year standstill
following the signature date, during which period, unless it obtains Alstom’s approval, its equity investment
is not to exceed the higher of the two following amounts: (i) 22% of the share capital, and (ii) its equity
investment following the Completion Date plus 2%. In the event that it exceeds that threshold, CDPQ must
come into compliance within six months.
Issuance of ordinary shares
Alstom may decide to issue ordinary shares to CDP Investissements in lieu of Preferred Shares, in which
case CDP Investissements undertakes to subscribe for such issuance of ordinary shares. In that event, the
number of ordinary shares to be issued will be equal to the number of Preferred Shares that would have
been issued on the Completion Date and, as the case may be, on the payment date of the Second Tranche
of the Acquisition Price, subject to any adjustments that may have occurred between 17 February 2020 and
the Completion Date, as set forth in Annex 6 to this Amendment.
Please refer to the report of the Board of Directors of the Company to the general shareholders’ meeting
to be held on 29 October 2020, available on the Company's website
(https://www.alstom.com/finance/shareholders-meetings), which sets out the terms and conditions of
these issuances.
Governance
Following the Transaction, CDPQ will be Alstom’s largest shareholder. CDPQ will have the right to appoint
a censor and two directors to Alstom’s Board of Directors for so long as its equity investment is equal to or
greater than the lower of the following two percentages: (x) the percentage of the share capital that it holds
following the Completion Date, and (y) 19.80%. Its representation will be limited to two directors if its
equity investment is between 12.50% (inclusive) and the percentage of its equity investment in the share
capital following completion of the Transaction (exclusive) and to one director if its equity investment in
the share capital is between 7.50% (inclusive) and 12.50% (exclusive).
One of the directors appointed by CDPQ will also be a member of the audit committee for so long as CDPQ
holds more than 12.50% of Alstom’s share capital (it being specified that the Company will continue to
comply with the AFEP-MEDEF Code’s recommendations regarding the composition of the audit
committee, which might, as necessary, be modified so as to ensure such appointment complies with the
AFEP-MEDEF Code.
In addition, an integration committee charged with facilitating and overseeing the process of integrating
Bombardier Transportation into the Alstom Group will be formed and remain in existence for two years
following the Completion Date. The integration committee will be composed of two independent directors
chosen from among the independent directors on Alstom’s Board of Directors and one director appointed
by CDPQ. This committee will constitute a committee of the Board of Directors within the meaning of
Article 5 of the internal rules of Alstom’s Board of Directors.
CDPQ’s right to information
In the event that Alstom is contemplating a one-off distribution of shares, it has undertaken to inform CDPQ
at least 30 days before submitting its proposal, in order to give CDPQ the opportunity to reduce its equity
investment in the share capital to below 20%, if it so desires.
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This informational right must be exercised in compliance with applicable regulation with regard to market
abuse.
Term of the CDPQ Reinvestment Agreement
The CDPQ Reinvestment Agreement has been entered into for a term of twenty years and will be
automatically extended for additional five-year terms unless either party terminates by written notice to the
other party at least six months prior to the end of the term in progress. Early termination is provided for in
the event that the Acquisition Agreement is terminated, that an event occurs that makes it impossible to
satisfy the conditions precedent prior to the end of the Condition Precedent Satisfaction Period, or that a
tender offer is filed that is recommended by Alstom’s Board of Directors prior to the Completion Date. In
this last case, the amounts due by Alstom under the Acquisition Agreement would be paid in cash.
(c)

Governance of the combined entity

Bouygues is supporting the Transaction and made the following commitments on 17 February 2020:
-

To remain a shareholder of Alstom and not to transfer the Alstom shares that Bouygues S.A.
holds as of 17 February 2020 without Alstom’s approval until the first of the following dates:
(i) the date of the General Meeting, and (ii) 31 October 2020;

-

To vote for the resolutions proposed to Alstom’s shareholders at the General Meeting in order
to approve the Transaction;

-

Subject to compliance with applicable laws and with the directors’ obligations, to ensure that
its representatives on Alstom’s Board of Directors vote in favour of any decision necessary in
order to implement the Transaction.

The resolutions relating to the appointment of directors representing CDPQ will be submitted for a
shareholders’ vote at the General Meeting, subject to the condition precedent of the completion of the
Transaction.
It should be noted that, in accordance with the French law on the recovery of the real economy (the
“Florange Law”) of 29 March 2014, double voting rights are granted automatically to shares held in
registered form for at least two years in any company whose shares are traded on a regulated market, unless
the company’s articles of association provide otherwise in a provision adopted after passage of the law.
Since Alstom’s articles of association do not contain such a provision, double voting rights have been
automatic since 31 March 2016.
In connection with the Transaction, it is proposed to add a provision to Alstom’s articles of association
eliminating double voting rights, subject to the condition precedent of completion of the Transaction and
effective as of the Completion Date. Resolutions proposing this change will be presented at the special
shareholders’ meeting of the holders of shares with double voting rights and at the General Meeting.
The articles of association will include all of the changes submitted for the approval of Alstom’s
shareholders in connection with the General Meeting that would be applicable following completion of the
Transaction on the Completion Date (as set forth in Annex 7 to this Amendment).
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2.

RISK FACTORS

The “Covid-19 (*)” risk factor included in the “Operational and strategic risks” section of Chapter 4 of the
Universal Registration Document 2019/20 is amended as follows:
Covid-19 (*)
The Alstom group does business in numerous countries that have been significantly affected by the Covid19 epidemic and is carefully monitoring the situation while taking the necessary action to protect its
employees, suppliers, and subcontractors, as well as to reduce the economic and financial impacts of this
unprecedented crisis.
The principal risk factors identified as of the date hereof include, but are not limited to, the following:
•

Temporary or long-term production-line disturbances in the various countries affected by the
epidemic;

•

The impact on rail traffic;

•

Impacts on the health and work output of the Group’s employees and service providers; and

•

The long-term impacts of the reduction in government investment in the context of a foreseeable
global economic crisis and a strong increase in government debt, affecting the number and timing
of the customers’ Group’s investment projects.

The expected impacts may be of multiple kinds, ranging from the health of the Group’s employees,
subcontractors, and suppliers to the partial or total shutdown of production plants, which may result in
delays in contract performance and the postponement or even the cancellation of decisions to award
contracts following calls for bids.
As of the publication date of this Amendment, the Group notes that:
•

Its principal production plants in France, Italy, Spain, South Africa, the Middle East, Central Asia,
and India were forced to suspend operations or had their operations severely affected in the spring
of 2020. The resumption of operations was planned based on the end dates of the lockdowns
ordered by the various countries involved and has been on-going since the end of April 2020;

•

The majority of its suppliers were also forced to shut down and began progressively reopening in
late April 2020; and

•

Alstom’s operations had returned to nearly normal levels in September 2020, excluding the
structural decrease in the systems activity.

However, the Group cannot rule out the possibility that Alstom’s sites or its suppliers’ sites may be forced
to reduce or cease operations once more in the future, in particular in the event of a “second wave” of Covid
infections in the countries where the Group is present.
Since the beginning of the 2020/2021 fiscal year, the Covid-19 crisis has weighed on market dynamics and
therefore order prospects, where the Group has seen slippage to the second half of the fiscal year. The extent
of the negative impact of the Covid-19 crisis on the financial performance of the 2020/21 fiscal year will
depend on the conditions and timing of a return to normal business activity, which the Group cannot predict
as of the date of this Amendment. A business upside will depend on the evolution of the Covid-19 crisis,
including the length of the lockdown measures, the intensity of the economic recession and the market’s
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response. Following the current crisis, the Group expects a rebound in the rail market, supported by solid
fundamentals and increased demand for sustainable mobility solutions.
See Section 6, “Market Trends,” of this Amendment for an assessment of the impacts of Covid-19 on the
prospects for market growth, as well as the notes to the financial statements and the management report
included in the Universal Registration Document 2019/20 and the results of operations for the first quarter
of the 2020/21 fiscal year, described in Section 5 of this Amendment, “Financial information about the
Company for the first quarter of the 2020/21 fiscal year published on 16 July 2020,” for an assessment of
the financial impacts of the crisis on the Group’s financial statements.

The section of Chapter 4 of the Universal Registration Document 2019/20 entitled “Risks relating to
acquisitions, disposals and other external growth transactions” is hereby amended and supplemented as
follows:
Risks relating to the acquisition of Bombardier Transportation (*)
Risks relating to a failure to complete the Acquisition
If the Acquisition is not completed because the Acquisition Agreement is terminated, in particular due to
the failure to satisfy any of the conditions precedent (see Section 1, “Description of the Transaction to
Acquire Bombardier Transportation,” of this Amendment), Alstom’s day-to-day activities could be
adversely affected, and Alstom could face a certain number of risks including the following:
-

It could be required, under certain circumstances, to pay a termination fee (or “break fee”) to
Bombardier Inc. and to CDPQ in an aggregate amount which may be increased to a maximum of
€200 million under certain circumstances contemplated under the Acquisition Agreement (see
“Description of the Transaction” for an explanation of these termination fees);

-

It may have incurred and may continue to incur significant costs in the context of the proposed
Acquisition (which will be at a loss if the Acquisition is not completed); the estimated amounts of
the costs incurred by Alstom as of the date of this Amendment are set forth in point 5(a) of Section
3, “Pro Forma Financial Information as of 31 March 2020,” of the Amendment;

-

It may experience the effects of a negative reaction in the financial markets, and in particular a
negative effect on Alstom’s share price, which may have gone up in anticipation of the
Transaction’s expected benefits;

-

It may experience negative reactions from customers, regulatory authorities and employees; and

-

Alstom’s management and teams may have allocated significant time and resources to issues
relating to the Acquisition that could otherwise have been allocated to day-to-day transactions and
other opportunities from which Alstom could have benefited.

In addition, Alstom could be subject to litigation resulting from any failure to complete the Acquisition. If
the Acquisition does not take place, the occurrence of these risks could have a material adverse effect on
Alstom’s business, financial position, results, prospects, and share price.
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Completion of the Acquisition remains subject to the satisfaction of a number of conditions
precedent (or to Alstom’s waiver of them); if these conditions are not satisfied or are satisfied
late, there could be an adverse effect on Alstom
Completion of the Acquisition is subject to several conditions precedent (see “Description of the
Transaction”), some of which are outside the control of Alstom, Bombardier Inc., and CDPQ. No
assurances can be given that the conditions precedent to the Acquisition will be satisfied or waived on a
timely basis or at all. Any failure to satisfy or delay in satisfying the conditions precedent could prevent or
delay completion of the Acquisition, which would reduce the synergies and benefits that Alstom expects to
achieve from the Acquisition and from the integration of Bombardier Transportation’s business into its
own.
In particular, the Acquisition is subject to the approval of competition and regulatory authorities in the
European Union, the United States, China, and other jurisdictions. The relevant authorities could impose
measures or conditions, such as requiring the disposal of assets or businesses (which could be significant)
belonging to Alstom and/or Bombardier Transportation, and no assurance can be given that Alstom,
Bombardier Inc., and CDPQ will obtain the necessary authorisations, decisions and approvals from those
authorities. Although the European Commission has authorised the Acquisition subject to compliance with
the commitments proposed by Alstom, there can be no certainty that the same outcome will be reached with
respect to the other competent competition authorities. Therefore, despite the commitments that Alstom has
proposed, the relevant authorities could condition their authorisations, decisions, or approvals on significant
additional measures that Alstom and/or Bombardier Inc. may not be able to agree to. In any event, any
conditions or disposals required by these authorities (as well as any conditions, including financial
conditions, to such disposals) could have a material adverse impact on Alstom’s business, operating results,
financial position, expected synergies from the Acquisition, prospects, and share price.
The Acquisition is also subject to approval by the extraordinary general meeting of Alstom’s shareholders
of the resolutions relating to the Transaction, and in particular those relating to the capital increases reserved
for Bombardier Inc. and CDPQ, as well as the capital increase with preservation of preferential subscription
rights.
Risk relating to Bombardier Transportation’s performance and unexpected liabilities
Bombardier Transportation faces financial and operational difficulties, resulting in lower margins than
Alstom’s (including adjusted operating margin rate of 0.8% for the fiscal year ended 31 December 2019
and of 2.4% and (25.9%), respectively, in the first and second quarters of 2020, as compared with Alstom’s
adjusted operating margin rate of 7.7% for the fiscal year ended 31 March 2020). Its earnings targets were
revised downward in connection with the profit warning issued on 16 January 2020, when Bombardier Inc.
announced its fourth quarter 2019 results; in particular, available cash flow, on a consolidated basis over
Bombardier Inc.’s scope of consolidation, was estimated at approximately $1 billion, or close to $650
million lower than forecast. In its six-month report for the first half of 2020, dated 6 August 2020,
Bombardier Inc. indicated that Bombardier Transportation’s operating income had decreased by $577
million (not taking into account the negative impact of exchange rates) as compared with the first half of
2019. Revenues for the second quarter of 2020 totalled $1.479 billion, reflecting a decline in production,
while operating activities conducted at the main facilities in Europe and in the Americas have been
temporarily suspended due to the Covid-19 global pandemic. In addition, Bombardier Transportation's
adjusted loss before financing expenses, financing income and income tax (EBIT) of $(383) million for the
second quarter of 2020 was significantly greater than expected and reflected an additional $435 million
charge during the period, largely related to incremental engineering, certification, and retrofit costs
associated with a number of late-stage projects, primarily in Britain and Germany. Following publication
of these half-year results, the terms of the Acquisition Agreement were adapted to reflect Bombardier
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Transportation’s current situation. Bombardier Transportation’s performance and operating and financial
indicators could continue to deteriorate, in particular in light of the on-going Covid-19 pandemic, and there
can be no assurance that the improvement in Bombardier Transportation’s performance that was expected
as of the date the Acquisition was announced will be realised, which would have a material adverse effect
on Alstom’s results, cash flows, profitability, and financial condition following completion of the
Acquisition.
In addition, Alstom conducted limited due diligence on Bombardier Transportation before entering into the
memorandum of understanding on 17 February 2020 and the Acquisition Agreement (including certain due
diligence measures conducted prior to executing the Acquisition Agreement). Alstom cannot guarantee that
the documents and information provided during the due diligence process were complete, adequate or
accurate and, as a result, that the due diligence work identified or assessed all of Bombardier
Transportation’s potential material issues, risks and liabilities. As a result, following completion of the
Acquisition, unanticipated operational difficulties and/or significant unanticipated liabilities of Bombardier
Transportation may arise and have a negative effect on Alstom’s profitability, operating results, financial
position, market capitalisation, and share price, which difficulties and/or liabilities might have been
identified by Alstom if more exhaustive diligence had been conducted. Similarly, operating difficulties or
other risks identified in due diligence could ultimately prove to be insufficiently provisioned or be more
significant than initially anticipated, or Alstom may not be in a position to remedy such difficulties, which
could have a material adverse effect on the Group’s results, cash flows, profitability, financial position and
reputation.
The principal subjects in that regard identified during due diligence include the following:
-

Operational problems in certain complex projects (in particular in the United Kingdom and in
Germany), which have led to additional costs and delays in development and production, quality
problems, and claims and disputes from customers;

-

The expiration of material contracts in the short or medium term, including with respect to
collaborations and joint ventures (with a risk of non-renewal);

-

The identification of certain tax risks and the existence of various types of litigation and other
proceedings (see also the risk factor in this section entitled “Allegations of misconduct by
Bombardier Transportation or its third-party business partners could expose Alstom to a risk of
loss or reputational damage”);

-

Certain initiatives for financing working capital (including the sale of receivables and arrangements
with respect to third-party advances) in significant amounts; and

-

The level of funding of pension obligations.

Moreover, the provisions on indemnification of Alstom in connection with the Acquisition, including with
respect to the specific risks identified during the due diligence conducted prior to signing the Memorandum
of Understanding, are subject to quantitative limits under the Acquisition Agreement (Alstom’s claims may
be indemnified only, inter alia, (i) to the extent that they collectively represent claims of at least €25 million,
and (ii) up to a €100 million cap, with the exception of claims relating to breaches of fundamental
representations and warranties—relating in particular to share ownership, the sellers’ capacity, their
incorporation, the approval of governmental authorities, and the absence of insolvency proceedings—for
which the cap is equal to the Acquisition Price) and/or time limits (the standard prescriptive period for the
fundamental representations and warranties, and two years for claims relating to breaches of other
warranties or for tax or compliance indemnification), and no assurance can be given that they would
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effectively cover all of the liabilities relating to Bombardier Transportation that may appear following the
Acquisition, or the liabilities known as of that date but that may subsequently worsen.
Risks relating to the integration of Bombardier Transportation’s activities and failure to achieve
expected synergies
The expected benefits of the proposed Acquisition will partly depend upon the successful integration of
Bombardier Transportation’s activities into the Group’s. The Acquisition will involve the integration of
two complex, significantly sized companies that currently conduct a vast range of activities and function
independently, one of which operates within a larger group. The companies could face significant
difficulties when an integration plan is implemented, some of which may have been unforeseeable or are
outside of Alstom’s and Bombardier Transportation’s control, notably with respect to differences in
standards, controls, procedures and rules, corporate culture, the history of technological investments,
organisation of the Group and Bombardier Transportation, and the need to integrate and harmonise the
various operating systems and procedures that are specific to each group, such as financial and accounting
systems and other IT systems.
In that regard, Alstom could have difficulty retaining some of its key employees or those of Bombardier
Transportation. In connection with the integration process, Alstom will have to resolve problems inherent
to the management and integration of a larger number of employees with different experience, backgrounds,
compensation structures, and cultures, which could impede its ability to manage its business as expected.
In addition, the integration process will be long and complex and will require significant time and resources.
This could draw management’s attention and resources away from other strategic opportunities and from
day-to-day operations during the integration process. Integration efforts may also lead to significant costs,
which could have a material adverse effect on Alstom’s financial position, operating results, and share
price. Any failure in the planned integration could have a negative impact on Alstom’s business, financial
position, profitability, and prospects. Due to competition law constraints, the integration process did not
begin prior to the recent signature of the Acquisition Agreement, which increases the current risk of
complications and delays in the process. In addition, significant costs and investments could be necessary
to integrate Bombardier Transportation’s technology. Furthermore, the integration of Bombardier
Transportation’s business with Alstom’s could result in the cancellation of certain orders in the backlog of
both companies, as some customers currently present in the backlogs of both companies may wish to
diversify. Moreover, the integration of Bombardier Transportation’s business in China, including through
a joint venture, will increase Alstom’s exposure to foreign exchange risk between the euro and the Chinese
yuan (see also the risk factor entitled “Financial Risks” in the Universal Registration Document 2019/20).
Finally, although Alstom expects the Acquisition to create significant value through the synergies realised
in the medium and long term and significant cost synergies (see Section 1.1.2, “Description of the
Transaction—Advantages of the Transaction for Alstom and its shareholders” of this Amendment), there
can be no assurance of the existence or achievement of these synergies within the expected time frames, as
the realisation and extent of any synergies depend on a number of factors and assumptions, many of which
are outside of Alstom’s and Bombardier Transportation’s control. Any delay in completing the Transaction,
as well as the health situation relating to Covid-19, could affect realisation of the expected synergies. In
addition, costs incurred in view of obtaining these synergies may be higher than expected or additional
unexpected costs that may even exceed the value of the expected synergies could arise, leading to a loss of
shareholder value. The failure to achieve expected synergies and/or an increase in the costs incurred in this
regard could decrease Alstom’s return on its investment and diminish the Acquisition’s value creation
(including for Alstom’s shareholders) and, more generally, have a material adverse impact on Alstom’s
activities, operating results, financial position, prospects, and share price.
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Risk relating to triggering change of control provisions
Bombardier Transportation is a party to multiple agreements with customers, suppliers, joint-venture
partners (such as in China) and consortia, as well as to financing agreements, some of which contain change
of control provisions. Some of these provisions could be triggered by the Acquisition, since Bombardier
Inc. will no longer be Bombardier Transportation’s controlling shareholder. Triggering these provisions
could result in a loss of contractual rights and benefits, or could lead to the triggering of other provisions,
such as call options and/or put options relating to shares held by Bombardier Transportation, or to the
termination or renegotiation of agreements. Although Bombardier Inc. has undertaken in the Acquisition
Agreement to attempt to obtain the consent of the counterparties to certain particularly important
agreements (including certain joint-venture agreements, as well as financing agreements in connection with
customer contracts) prior to the completion of the Acquisition, the Acquisition Agreement does not contain
a condition precedent relating to contracts with change of control provisions. Following the Acquisition,
Bombardier Transportation could therefore lose the benefit of some of these contracts if the counterparties
concerned were to terminate them or negotiate more onerous financial terms in order to grant their consent.
This could have a material adverse effect on Alstom’s financial condition, results of operations, prospects,
and share price.
Risks of disputes relating to the Acquisition
In connection with the Acquisition or as a result of it, Alstom could face new claims and disputes, in
particular by customers, commercial partners, suppliers, shareholders, or bondholders of the Alstom group
or of the Bombardier Inc. group. Such disputes could delay or prevent the completion of the Acquisition
(see “Risk relating to a failure to complete the Acquisition”) and/or have an adverse effect on Alstom’s
share price, financial condition, results, or prospects.
Allegations of misconduct by Bombardier Transportation or its third-party business partners
could expose Alstom to a risk of loss or reputational damage.
Global enforcement of anti-corruption laws has increased substantially in recent years, with numerous
large-scale, extraterritorial investigations and enforcement proceedings by governmental authorities,
resulting in assessment of significant fines and penalties against companies and individuals. The nature of
the business conducted by Alstom and Bombardier Transportation creates the risk of unlawful payments or
offers of payments by their employees, consultants or agents. For example, in 2014, Alstom pleaded guilty
to criminal charges brought by the U.S. Department of Justice (the “DOJ”) relating to corruption matters
involving a since-exited business and paid a fine of approximately $770 million. See Alstom’s 2019
Universal Registration Document, Chapter 4, “Legal and Regulatory Risks – Legal and Compliance Risks”.
Bombardier Transportation is currently the subject of an audit of the World Bank Integrity Vice Presidency
(“INT”) and participating in several investigations relating to allegations of corruption including by the
Swedish Prosecution Authority, the Special Investigating Unit (“SIU”) in South Africa and the DOJ .
The principal matter under investigation is in relation to a 2013 contract for the supply of equipment and
services to Azerbaijan Railways in the amount of approximately $340 million (principally financed by the
World Bank) awarded to a bidding consortium composed of Bombardier Transportation’s Swedish
subsidiary (“BT Sweden”), a Russian Bombardier Transportation affiliate (with third party shareholders)
and a third party (the “ADY Contract”). Ownership of the affiliate was subsequently transferred to an entity
well-established in the Russian and CIS market with which BT Sweden had an historical relationship, and
an affiliate of which had been added post-bid approval as a project subcontractor. There remains
uncertainty as to the services provided by these entities in return for some of the payments they received;
Bombardier’s internal review regarding the ADY Contract is still on-going.
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Swedish authorities commenced an investigation in relation to the ADY Contract in 2016 and in 2017 filed
charges against the former Head of Sales, Region North, Rail Control Solutions, BT Sweden (the “former
BTS employee”) for aggravated bribery and, alternatively, influence trafficking. The authorities alleged
that the former BTS employee had contacts and correspondence with a representative of the third party
member of the consortium who was also employed by Azerbaijan Railways during the bidding period with
a view towards illicitly influencing the outcome of the tender. After a trial the former BTS employee was
acquitted on both counts in October 2017; the authorities appealed the decision and as of today only the
aggravated bribery charge is pending. Although no charges have been filed against BT Sweden to date, the
Swedish authorities were investigating other former BT Sweden employees and made mutual legal
assistance treaty requests to authorities in numerous jurisdictions. The Swedish authorities recently
concluded the investigations of the other former BT Sweden employees and it is still possible that they may
file charges against one of them or make claims.
The World Bank audited the ADY Contract and in November 2018 the INT issued a (strictly confidential)
“show cause” letter to Bombardier, which was leaked. The letter outlines the INT’s position regarding
alleged collusion, corruption, and fraud in the ADY Contract and obstruction of the INT’s investigation.
The audit could result in some form of debarment of Bombardier Transportation and BT Sweden from
bidding on contracts financed by the World Bank (and other development banks that have mutual
enforcement arrangements in place with the World Bank) for a number of years.
Finally, and as disclosed by Bombardier in its first half 2020 financial statements, on February 10, 2020,
the DOJ notified Bombardier that it had opened an investigation. In response to its requests, since March
Bombardier has been voluntarily providing documents and information to the DOJ regarding the ADY
Contract and may be doing so in the near-term in relation to other projects in CIS countries. The DOJ has
indicated that it may request information regarding other matters and jurisdictions as part of its ongoing
investigation.
Bombardier Transportation South Africa’s contract to supply locomotives to Transnet Freight Rail is among
numerous matters under investigation by the Judicial Commission of Inquiry into Allegations of State
Capture (the “Zondo Commission”) and by the Special Investigating Unit in South Africa. Bombardier
Transportation has been providing information to the SIU and the matter remains pending.
In connection with the Acquisition, Alstom undertook a due diligence review of the pending investigations
involving Bombardier Transportation as well as its compliance program and internal controls. Although
Alstom has obtained a number of contractual protections in the Acquisition to mitigate perceived risks in
this respect they may be insufficient to mitigate the financial consequences or to mitigate reputational,
operational (e.g., eligibility to participate in public procurement processes) or other indirect, negative
consequences that could be incurred by Alstom (including as a result of potential vicarious or successor
liability) following the Acquisition.
Risk relating to the transition period between the announcement of the planned Acquisition and
its completion
During the transition period between the announcement of the Acquisition and its completion, the
Acquisition will be subject to significant uncertainty that could have a negative effect on relationships with
certain customers (and in particular with potential customers in connection with calls for tenders), strategic
partners, and employees of both Alstom and Bombardier Transportation. Some strategic partners, suppliers,
or customers may decide to delay operational or strategic decisions pending greater certainty as to whether
the Transaction will be completed. The Acquisition could convince customers of Alstom and/or of
Bombardier Transportation to work with other players in the sector or could have a negative effect on
Alstom’s and/or Bombardier Transportation’s relations with their customers. Such negative effects on the
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companies’ relationships could have a negative impact on Alstom’s revenue, profits, cash flows from
operating activities, and share price.
Risk relating to future operating results and financial condition presented in the combined pro
forma financial information
The unaudited combined pro forma financial information 2 as of and for the fiscal year ended 31 March
2020 included in this Amendment was prepared to illustrate the impact of the Acquisition and the related
financing transactions as if they had taken place on 31 March 2020 (with respect to the balance sheet) or 1
April 2019 (with respect to the income statement). This unaudited combined pro forma financial
information is based on preliminary estimates and assumptions that Alstom believes are reasonable and that
are provided for illustrative purposes only. The estimates and assumptions used to prepare the unaudited
combined pro forma financial information set forth in this document may differ substantially from the
Group’s current and future results of operations. As a result, the unaudited combined pro forma financial
information included in this document is not intended to indicate the results of operations that would
actually have been achieved if the transactions had been completed on the assumed date or during the
periods presented, or that may be recorded in the future. In addition, the unaudited combined pro forma
financial information reflects no events other than those mentioned in such unaudited combined pro forma
financial information and the notes thereto.
Moreover, by definition, the unaudited combined pro forma financial information included in this
Amendment covers only information of an accounting nature (to the exclusion of non-accounting
information, such as backlog). Differences in the ways Bombardier Transportation and Alstom calculate
this indicator (including accounting for financing obtained for the relevant project) could lead to downward
adjustments in the indicators used by Bombardier Transportation following the Acquisition.
Furthermore, there may be differences between the accounting methods used by Bombardier Transportation
and those used by Alstom. Alstom and Bombardier have not been able to share the relevant information
necessary to make reliable estimates and are not able to identify, estimate, and record all of the relevant
adjustments in the unaudited combined pro forma financial information.
The combined pro forma financial information has not been audited by Alstom’s statutory auditors and is
based (in addition to Alstom’s audited consolidated financial statements as of and for the fiscal year ended
31 March 2020) on information prepared by Bombardier Transportation for the period from 1 April 2019
through 31 March 2020, namely, for the income statement, on its annual financial statements for the 12month fiscal year ended 31 December 2019, from which items relating to the first quarter of 2019 were
removed and to which items relating to the first quarter of 2020 were added.
Finally, Bombardier Inc. and Bombardier Transportation have published more recent financial information,
including Bombardier Transportation’s half-year financial statements as of 30 June 2020 and an analysis
of the results of operations of Bombardier Inc.’s Transportation segment in its half-year financial report
published on 6 August 2020, which presents more recent and more detailed information about Bombardier
Transportation.
As a result, investors should not place undue reliance on the unaudited combined pro forma financial
information set forth in this Amendment, which, beyond its illustrative nature, may not accurately reflect

2

The pro forma financial information was the subject of ad hoc due diligence procedures and of a report by Alstom’s
statutory auditors pursuant to Annex 20, section 3, to Commission Delegated Regulation (EU) 2019/980.
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the current or future performance of the combined group. See “Unaudited Combined Pro Forma Financial
Information as of 31 March 2020.”
Risk relating to Alstom’s recording of significant goodwill
As a result of the Acquisition, Alstom will record significant goodwill consisting of the excess of the
acquisition cost of Bombardier Transportation over the fair value of its net assets on the acquisition date.
For the purposes of the unaudited combined pro forma financial information as of 31 March 2020,
provisional goodwill of €6,162 million was recorded following completion of the Acquisition. This amount
is provisional, and the final amount will be calculated at its fair value on the acquisition date. The final
amount of goodwill recorded in Alstom’s next consolidated financial statements could be significantly
different. See Note 4.2 to the unaudited combined pro forma financial information as of 31 March 2020 (in
Annex 10 “Unaudited pro forma condensed combined financial information as of 31 March 2020” to this
Amendment).
Furthermore, after the final amount of goodwill is recorded, Alstom could subsequently encounter
unexpected problems in connection with the acquired activities, or market conditions could deteriorate,
which could negatively affect their anticipated productivity or the value of their intangible assets and lead
to impairment of the goodwill recorded and the recoverable value of intangible assets for a given activity.
Goodwill is valued annually and whenever a change in circumstances indicates that its book value may not
be recoverable, in order to determine whether there has been impairment. Impairment testing consists of
comparing the recoverable amount of a fixed asset (or of a cash-generating unit) with its net book value.
The recoverable amount is the higher of fair value less cost of sale and value in use. Value in use is used to
represent recoverable amount. Value in use is determined by discounting future cash flows to present value,
using projected cash flows over the next three years consistent with the Group’s internal plan, an
extrapolation of the following two years, and the most recent forecasts prepared by the Group. If the
recoverable amount of an asset or of a cash-generating unit (CGU) is lower than its book value, impairment
is recorded as an operating expense on the income statement. If the management team’s projections or
assumptions (such as the discount rate after tax, long-term growth rate, and adjusted operating margin for
the final year) change, the estimate of the recoverable amount of goodwill or of the asset could decrease
significantly and result in impairment. Although impairment does not affect cash flow recorded, a decrease
in the estimated recoverable amount and the corresponding expense recorded in the income statement could
have a material adverse effect on the Group’s results of operations, financial condition, and share price.
Risks relating to the financing of the Acquisition
Alstom has secured financing for the portion of the Acquisition Price payable in cash through a bridge loan
in the amount of €2.4 billion, entered into with a syndicate of international banks (see Note 1 to the
consolidated financial statements as of and for the financial year ended 31 March 2020 in the Universal
Registration Document 2019/20 for a detailed description of the financing). Alstom currently plans to carry
out a capital increase with preferential subscription rights in an approximate amount of €2 billion, as well
as one or more bond issuances in a total amount of approximately €400 million, prior to completion of the
Acquisition, and, therefore, not to draw down funds under the bridge loan. In the event that for reasons
beyond its control (such as market conditions, execution windows, etc.), Alstom is unable to proceed with
the currently planned financing transactions (i.e., the capital increase and the bond issuance) prior to
completion of the Acquisition, it would be forced to draw down funds under the bridge loan in order to
make cash payment for Bombardier Transportation’s shares. This would significantly increase its financing
costs as well as the Group’s total indebtedness and leverage ratio.
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If the Planned Capital Increase is not completed prior to the Completion Date or is completed but for less
than the currently expected gross proceeds of €2 billion, then an existing “bridge” loan will be drawn in an
amount corresponding to the shortfall. If the bridge loan is drawn down for the entire €2 billion, the result
would be a €6 million decrease in net profit compared to net profit as reported in the Unaudited Pro Forma
Condensed Combined Financial Information (corresponding to the additional interest expense over the 12month period) for the 12-month period ended 31 March 2020, before tax. For example, on this basis, if the
Planned Capital Increase were to occur six months after the Completion Date, the cost relating to the
drawdown of the loan would be €3 million.
Similarly, if the bond issuance is not completed prior to the Completion Date or is completed but for less
than the currently expected gross proceeds of €400 million, then the existing “bridge” loan will be drawn
in an amount corresponding to the shortfall. That drawdown would have no impact on financial expense
compared to financial expense as reported in the Unaudited Pro Forma Condensed Combined Financial
Information (see Section 3 “Pro Forma Financial Information as of 31 March 2020” of this Amendment),
because the financial interest on the bonds and the bridge loan is similar. The preliminary ratio of net debt
to EBITDA calculated on the basis of the Unaudited Pro Forma Condensed Combined Financial
Information as of 31 March 2021 in the event of drawdown of the bridge loan would temporarily reach
approximately 1.9x, as compared with negative net leverage in the event that the Planned Capital Increase
is carried out prior to the Completion Date.
Risks relating to Alstom’s post-Transaction shareholder base and to the sale of a significant
number of Alstom shares
Bouygues S.A. completed its sale of 13% of Alstom’s share capital on 11 September 2019 and announced
on 29 September 2020 that it would dispose of around 4.8% of the Company’s share capital in a forward
sale to be completed on 3 November 2020 (with a lockup for the benefit of BNP Paribas until 29 December
2020). The sale of a significant number of Alstom shares on the market, or the market’s perception that
such a sale may occur, could decrease Alstom’s share price or limit its capacity to grow. Bouygues S.A.
has undertaken to retain its voting rights relating to the Alstom shares that it held as of 17 February 2020
until earlier of the following dates: (i) the date of the General Meeting and (ii) 31 October 2020.
In addition, Bombardier Inc. and CDPQ, which will be significant shareholders of Alstom following the
Transaction, are required pursuant to the Bombardier Reinvestment Agreement and the CDPQ Investment
Agreement to retain their shares for a lockup period of three and 21 months, respectively, following the
Completion Date (see Section 1.2.2 of this Amendment). Upon expiration of these lockups, or prior to their
expiration in the event that Alstom releases them from their commitments, Bouygues S.A., Bombardier
Inc., and CDPQ will be free to sell all or part of their equity investment on the market and to carry out the
transactions referred to above, which could have a material adverse effect on Alstom’s share price.
Tax risks relating to the Transaction
The completion of the Acquisition and the subsequent reorganisation transactions could lead to adverse tax
consequences.
The acquisition of Bombardier Transportation UK2’s shares could result in adverse tax consequences for
the Alstom group and certain Bombardier Transportation entities (such as (i) the imposition of stamp taxes
or transfer taxes; (ii) a loss of or limit on the right to use certain tax assets such as tax losses; and/or (iii)
the taxation of certain capital gains).
More generally, the Alstom group’s organisation following the business combination and reorganisation
transactions that may be carried out in order to rationalise the structure of the combined group and to

29

facilitate the integration of the businesses of Alstom and Bombardier Transportation could result in tax
inefficiencies and/or additional tax costs (such as tax costs relating to the reorganisations conducted to
facilitate the integration, an inability or delay in the ability to create local tax consolidation groups between
the Alstom and Bombardier Transportation entities in certain countries, transfer pricing policy, etc.).
These considerations could result in an increase in Alstom’s tax charges and have a negative effect on its
effective tax rate, its results of operations, and/or its financial condition.

30

3.

PRO FORMA FINANCIAL INFORMATION AS OF 31 MARCH 2020

Unaudited pro forma condensed combined financial information as of 31 March 2020 is attached in
Annex 10 to this Amendment.
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4.

DESCRIPTION OF BOMBARDIER TRANSPORTATION
4.1 Description of Bombardier Transportation’s business

A description of Bombardier Transportation’s business, as set forth in Bombardier Inc.’s annual financial
report, is attached as Annex 9.A. to this Amendment.
4.2 Bombardier Transportation financial information
The financial information presented in this section includes (i) the financial statements of Bombardier
Transportation (Global Holding) UK Limited, a company owned by Bombardier Transportation UK2, for
the fiscal years ended 31 December 2018 and 2019, which were audited by Ernst & Young GmbH
Wirtschaftsprüfungsgesellschaft, Bombardier Transportation (Global Holding) UK Limited’s statutory
auditor; (ii) Bombardier Transportation (Global Holding) UK Limited’s quarterly report as of 31 March
2020 and interim financial statements for the six months ended 30 June 2020, which were reviewed by Ernst
& Young GmbH Wirtschaftsprüfungsgesellschaft in its capacity as Bombardier Transportation (Global
Holding) UK Limited’s statutory auditor; and (iii) excerpts from Bombardier Inc.’s management report
with respect to the Transportation segment (the “Transportation Segment Management Report”) as
prepared by Bombardier Inc. for the corresponding periods and published pursuant to its disclosure
obligations as a company admitted to trading on the Toronto Stock Exchange (TSX) in Canada. The abovementioned excerpts from the Transportation Segment Management Report include the information related
to Bombardier Inc.’s Transportation segment, with the exception of specific information on Bombardier
Inc.’s Aviation segment as well as certain forward-looking information, market information and interim
information within annual results, and certain non-GAAP financial measures.
It is specified that, in the context of the Transaction, Alstom Holdings will purchase 100% of Bombardier
Transportation’s shares, which is Bombardier Transportation (Global Holding) UK Limited’s holding
company. Therefore, in addition to the assets and liabilities of Bombardier Transportation (Global
Holding) UK Limited, the Acquisition will result in the transfer of certain assets and liabilities of
Bombardier Transportation UK2 to Alstom Holdings. These assets and liabilities represent €2 million in
cash and cash equivalents, 1 million in other current liabilities and nil on net result. No significant offbalance sheet commitments of Bombardier Transportation UK2 will be transferred to Alstom Holdings in
connection with the Transaction.
Alstom did not review or conduct any audit of this financial information, which is provided solely for
information purposes, and, as such, Alstom may not be held liable for the accuracy and completeness of
the financial information.
4.2.1 Bombardier Transportation’s annual financial statements for the fiscal years ended
31 December 2018 and 2019
Bombardier Transportation (Global Holding) UK Limited’s annual financial statements for the fiscal years
ended 31 December 2018 and 2019, as well as the reports of Bombardier Transportation (Global Holding)
UK Limited’s statutory auditor on those financial statements are set forth, respectively, in Annex 8.A. and
in Annex 8.B. to this Amendment.
4.2.2 Analysis of the results of Bombardier Inc.’s Transportation segment for the fiscal
years ended 31 December 2018 and 2019
The relevant excerpts of Bombardier Inc.’s Transportation Segment Management Report for the fiscal years
ended 31 December 2018 and 2019 are attached in Annex 9.B. to this Amendment.
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4.2.3 Bombardier Transportation’s quarterly financial statements for the period ended
31 March 2020
Bombardier Transportation (Global Holding) UK Limited’s quarterly financial statements as of 31 March
2020, as well as the limited review report of Bombardier Transportation (Global Holding) UK Limited’s
statutory auditor on those accounts, are set forth in Annex 8.C. to this Amendment.
4.2.4 Analysis of the results of Bombardier Inc.’s Transportation segment for the period
ended 31 March 2020
The relevant excerpts of Bombardier Inc.’s Transportation Segment Management Report for the quarter
ended 31 March 2020 are attached in Annex 9.C. to this Amendment.
4.2.5 Bombardier Transportation’s interim financial statements for the six months ended
30 June 2020
Bombardier Transportation (Global Holding) UK Limited’s interim financial statements for the six months
ended 30 June 2020, as well as the limited review report of Bombardier Transportation (Global Holding)
UK Limited’s statutory auditor on those financial statements are set forth in Annex 8.D. to this Amendment.
4.2.6 Analysis of the results of Bombardier Inc.’s Transportation segment for the period
ended 30 June 2020
The relevant excerpts of Bombardier Inc.’s Transportation Segment Management Report for the six months
and three months ended 30 June 2020 are attached in Annex 9.D. to this Amendment.
4.2.7 Reconciliation between Bombardier Transportation’s financial statements and the
financial information on Bombardier Inc.’s Transportation segment
The Annexes to the Amendment include (i) Bombardier Transportation (Global Holding) UK Limited’s
consolidated financial statements for the fiscal years ended 31 December 2019 and 2018, as well as its
consolidated financial statements for the quarter ended 31 March 2020 and for the six months ended 30
June 2020 (see points 4.2.1, 4.2.3 and 4.2.5 of this section); and (ii) certain excerpts from the Transportation
Segment Management Report prepared by Bombardier Inc. (see points 4.2.2, 4.2.4, and 4.2.6 of this
section).
The Transportation Segment Management Report presents and analyses the revenues and EBIT of the
Transportation segment based on the information for that segment included in Note 5 to Bombardier Inc.’s
consolidated financial statements for the fiscal years ended 31 December 2019 and 2018, and in Note 3 to
Bombardier Inc.’s consolidated financial statements for the quarter ended 31 March 2020 and the half-year
ended 30 June 2020 (the “Segment Information for the Transportation Segment”). The Transportation
Segment Management Report does not rely on Bombardier Transportation (Global Holding) UK Limited’s
separate financial statements attached in the Annexes hereto; therefore, a quantitative reconciliation of the
revenues and EBIT presented in the Transportation Segment Management Report and those presented in
Bombardier Transportation (Global Holding) UK Limited’s consolidated financial statements is provided
below.
The consolidated financial statements of Bombardier Transportation and of Bombardier Inc. were prepared
in accordance with International Financial Reporting Standards (IFRS), as published by the International
Accounting Standards Board (IASB). As shown in the tables below, the most significant difference is the
currency in which the financial statements were prepared. Bombardier Inc.’s financial statements use the
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U.S. dollar, whereas Bombardier Transportation (Global Holding) UK Limited’s consolidated financial
statements use the euro. Other, less significant, differences relating to EBIT are also presented below.
Reconciliation of revenues

In millions
Total revenues in the Segment Information for the Transportation
Sector (presented in U.S. dollars) 3
Total revenues in the Segment Information for the Transportation
Sector converted into euros 4
Revenues as presented in Bombardier Transportation (Global
Holding) UK Limited’s consolidated income statement (in euros) 5

3

Fiscal year ended
31 December
2018
2019

Quarter ended
31
March 30 June
2020
2020

8,915

8,269

2,169

1479

7,541

7,383

1,968

1345

7,541

7,383

1,968

1345

As presented in Note 5 to Bombardier Inc.’s consolidated financial statements for the fiscal years ended 31
December 2019 and 2018, and in Note 3 to Bombardier Inc.’s consolidated financial statements for the quarters
ended 31 March 2020 and 30 June 2020.
4
On the basis of a EUR/USD exchange rate of:
- 1.18224 for the fiscal year ended 31 December 2018;
- 1.12002 for the fiscal year ended 31 December 2019;
- 1.10241 for the quarter ended 31 March 2020; and
- 1.10130 for the six months ended 30 June 2020.
5
As presented in Bombardier Transportation (Global Holding) UK Limited’s consolidated income statement for the
fiscal years ended 31 December 2018 and 2019, the quarter ended 31 March 2020, and the half-year ended 30 June
2020 (see points 4.2.1 through 4.2.3 of this section).

34

Reconciliation of EBIT

In millions
EBIT of the Transportation sector in Segment Information for the
Transportation Sector (presented in U.S. dollars) 6
EBIT of the Transportation sector in Segment Information for the
Transportation Sector converted into euros 7
Adjustment items
Amortisation relating to the PCG 8
Management fees 9
Other
EBIT as presented in Bombardier Transportation (Global Holding)
UK Limited’s consolidated income statement (in euros) 10

6

Fiscal year ended
31 December
2018
2019

Quarter ended
31
March 30 June
2020
2020

774

22

51

(377)

655

20

46

(342)

(49)
(19)
1

(41)
(28)
(1)

(8)
(10)
-

(8)
(7)

588

(50)

28

(358)

As presented in Note 5 to Bombardier Inc.’s consolidated financial statements for the fiscal years ended 31
December 2019 and 2018, and in Note 3 to Bombardier Inc.’s consolidated financial statements for the quarters
ended 31 March 2020 and 30 June 2020.
7
On the basis of a EUR/USD exchange rate of:
-1.18224 for the fiscal year ended 31 December 2018;
-1.12002 for the fiscal year ended 31 December 2019;
-1.10241 for the quarter ended 31 March 2020; and
- 1.10130 for the semester ended 30 June 2020.
8
As indicated in Note 33 to Bombardier Transportation (Global Holding) UK Limited’s consolidated financial
statements for the fiscal years ended 31 December 2018 and 2019, the costs relating to the parent company
guarantee (“PCG costs”), relating to performance guarantees and other guarantees provided by Bombardier Inc. in
the ordinary course of business to third parties in case Bombardier Transportation fails to perform its contractual
obligations were billed to the Bombardier Transportation legal entities until 11 February 2016. The PCG costs
represent estimates of the cost of providing guarantee services to Bombardier Transportation. On 11 February 2016,
Bombardier Inc. assigned and transferred the future, uncollected PCG costs to Bombardier Transportation (Global
Holding) UK Limited’s in consideration of shares of BT Holdco for a total of €301 million. Bombardier
Transportation (Global Holding) UK Limited recorded a prepaid asset for these PCG costs, which is subject to
amortisation over an equivalent period to the periods guaranteed in respect of the PCG costs assigned and
transferred to Bombardier Transportation (Global Holding) UK Limited. Bombardier Transportation (Global
Holding) UK Limited recorded an amortisation expense of €35 million for the parent company guarantee in fiscal
year 2019, and an amortisation expense of €43 million in fiscal year 2018. Bombardier Transportation (Global
Holding) UK Limited recorded an expense of €6 million in 2018 and €6 million in 2019 for the PCG costs invoiced
by Bombardier Inc. The outstanding amount of parent company guarantees issued by Bombardier Inc. and
enforceable as of 31 December 2019 totalled €3,291 million (€5,278 million as of 31 December 2018 and €6,331
million as of 1st January 2018).
As indicated in Note 18 to Bombardier Transportation (Global Holding) UK Limited’s consolidated financial
statements for the quarter ended 31 March 2020, Bombardier Transportation (Global Holding) UK Limited recorded
an amortisation expense of €8 million for the PCG for the quarter ended 31 March 2020.
As indicated in Note 19 to Bombardier Transportation (Global Holding) UK Limited’s consolidated financial
statements for the six months ended 30 June 2020, Bombardier Transportation (Global Holding) UK Limited recorded
an amortisation expense of €7 million for the PCG for the quarter ended 30 June 2020.
9
The management fees paid by Bombardier Transportation (Global Holding) UK Limited will compensate
Bombardier Inc. for two types of services: first, the provision of operational services to Bombardier Transportation
(management of participations in calls for tenders; legal, financial, and accounting services, and human resources
management) and, second, the provision of services relating to Bombardier Inc.’s role as the parent company
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5.

FINANCIAL INFORMATION ABOUT THE COMPANY FOR THE FIRST QUARTER OF
THE 2020/21 FISCAL YEAR PUBLISHED ON 16 JULY 2020

This information is taken from the press release announcing the results of the first quarter of 2020, posted
on the Company’s website on 16 July 2020, and supplements Chapter 2, “Management Report on
Consolidated Financial Statements as of 31 March 2020,” of the Universal Registration Document 2019/20.
Alstom Q1 2020/21 Orders and Sales
•

Sales at €1.5 billion, impacted by Covid-19 containment measures

•

Sustained level of order intake at €1.7 billion, despite crisis

•

Industry-leading backlog at €41.2 billion;

•

Rail resilience supported by recent announcements in favour of sustainable mobility.

16 July 2020 – Over the first quarter of the 2020/21 fiscal year (from 1 April to 30 June 2020), Alstom
booked €1.7 billion of orders, compared to €1.6 billion over the same period last year. The Group’s sales
decreased to €1.5 billion, down 27% (-25% on an organic basis) compared to €2.1 billion over the first
quarter of 2019/20. Book-to-bill ratio stood at 1.1.
At €41.2 billion on 30 June 2020, the current backlog provides a strong indication of future sales.
Key Figures
Actual figures
(in € million)

2019/20
Q1

2020/21
Q1

% change reported

% change organic

Orders received

1,620

1,651

2%

2%

Sales

2,054

1,507

(27%)

(25%)

Geographic and product breakdowns of reported orders and sales are provided in Appendix 1. All figures
mentioned in this release are unaudited.
“During the first quarter, the Group’s level of sales was impacted by the consequences of the Covid-19
containment measures: while we achieved a very good continuity of our engineering activity through
remote working, lockdowns impacted our sites and supply chain. Yet, the Group’s commercial activity
remained stable despite the crisis. Announcements of governments worldwide in support of rail show that
the train is more than ever recognised as a way to support the transition towards more sustainable mobility,”
said Henri Poupart-Lafarge, Alstom’s Chairman and Chief Executive Officer.
***

(including the preparation of financial statements, long-term strategic planning, and the drafting of accounting
processes).
10
As presented in Bombardier Transportation’s consolidated income statement for the fiscal years ended 31
December 2018 and 2019 and the quarters ended 31 March 2020 and 30 June 2020 (see points 4.2.1 through 4.2.4 of
this section).
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Detailed review
During the first quarter of 2020/21, Alstom recorded €1,651 million of orders which compares to €1,620
million for the first quarter of 2019/20. This sustained order intake, despite the crisis, was mainly fuelled
by a large Rolling stock and Services order in AMECA and a metro system order in Taipei, Taiwan. The
Group was also awarded various Services contracts for instance in Mexico, China, the United States and
Greece. Signalling contracts were also booked in Europe and the United States.
Book-to-bill ratio stood at 1.1.
Sales, at €1,507 million, were down 27% (-25% on an organic basis) in the first quarter of 2020/21,
compared to the same period last year. This decrease is mainly caused by the impact of the Covid-19 crisis,
in particular on Rolling Stock due to the slowdown of sales recognition during the containment period, to
a lesser extent on Services due to train traffic reduction and Signalling due to a slowdown in installation.
Additionally, as anticipated for fiscal year 2020/21, Systems sales decreased with contracts nearing
completion in Dubaï, Riyadh and a fully traded contract in Panama.
As of July 16, Alstom’s operations are close to a normalised level. Supply chain is resuming in line with
manufacturing operations.
***
Main events
On June 30, Alstom took a new step forward in the implementation of its AiM strategic plan in France with
the acquisition of Ibre, a company specialised in the development, manufacture and supply of cast iron or
steel brake discs. With this acquisition, Alstom will reinforce its internal capabilities regarding railway
braking systems, which are essential to the overall dynamic performance of trains. Ibre employs around 30
people at its Sens site in the region of Bourgogne Franche-Comté and had a turnover of approximately €10
million in 2019.
The German Federal Ministry of Economics has presented Alstom with the "Innovation Prize for
Regulatory Sandboxes", related to a planned test project to implement Automatic Train Operation (ATO)
in daily passenger operation of regional trains. The project will begin in 2021. For this project, two trains
based on Alstom’s successful Coradia Continental platform will be equipped with a European Train Control
System (ETCS) and additional ATO equipment.
In May 2020, the first of the 12,000-horsepower Prima T8 electric locomotives was put into commercial
service by Indian Railways. In line with the Make-in-India mandate, all 800 of the Prima locomotives are
being manufactured locally.
Despite Covid-19, the two first Avelia Liberty prototypes started their testing programme at the Transport
Technology Center in Pueblo, Colorado and along the North-East Corridor. In a context of travel
restrictions and despite being over 8,000 km away, Alstom experts in Le Creusot (France) were able to
participate in the tests. Sensors were capturing and transmitting test results to Le Creusot in real-time,
allowing the team to analyse the test results.
***
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This press release contains forward-looking statements which are based on current plans and forecasts of
Alstom’s management. Such forward-looking statements are relevant to the current scope of activity and
are by their nature subject to a number of important risks and uncertainty factors (such as those described
in the documents filed by Alstom with the French AMF) that could cause actual results to differ from the
plans, objectives and expectations expressed in such forward-looking statements. These such forwardlooking statements speak only as of the date on which they are made, and Alstom undertakes no obligation
to update or revise any of them, whether as a result of new information, future events or otherwise.
This press release does not constitute or form part of a prospectus or any offer or invitation for the sale or
issue of, or any offer or inducement to purchase or subscribe for, or any solicitation of any offer to purchase
or subscribe for any shares or other securities in the Company in France, the United Kingdom, the United
States or any other jurisdiction. Any offer of the Company’s securities may only be made in France pursuant
to a prospectus having received the visa from the AMF or, outside France, pursuant to an offering document
prepared for such purpose. The information does not constitute any form of commitment on the part of the
Company or any other person. Neither the information nor any other written or oral information made
available to any recipient or its advisers will form the basis of any contract or commitment whatsoever. In
particular, in furnishing the information, the Company, the Banks, their affiliates, shareholders, and their
respective directors, officers, advisers, employees or representatives undertake no obligation to provide
the recipient with access to any additional information.
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APPENDIX 1A – GEOGRAPHIC BREAKDOWN OF ORDERS AND SALES
2019/20
Q1

%
Contrib.

2020/21
Q1

%
Contrib.

1,331

83%

239

14%

Americas

100

6%

165

10%

Asia / Pacific

165

10%

345

21%

Africa / Middle East / Central Asia

24

1%

902

55%

1,620

100%

1,651

100%

2019/20
Q1

%
Contrib.

2020/21
Q1

%
Contrib.

1,154

55%

844

56%

Americas

298

15%

262

17%

Asia / Pacific

238

12%

202

14%

Africa / Middle East / Central Asia

364

18%

199

13%

2,054

100%

1,507

100%

Actual figures
(in € million)
Europe

Orders by destination
Actual figures
(in € million)
Europe

Sales by destination

APPENDIX 1B – PRODUCT BREAKDOWN OF ORDERS AND SALES
2019/20
Q1

%
Contrib.

2020/21
Q1

%
Contrib.

Rolling stock

984

61%

553

34%

Services

324

20%

668

40%

Systems

33

2%

265

16%

Signalling

279

17%

165

10%

1,620

100%

1,651

100%

2019/20
Q1

%
Contrib.

2020/21
Q1

%
Contrib.

Rolling stock

967

47%

718

48%

Services

358

18%

283

19%

Systems

375

18%

182

12%

Signalling

354

17%

324

21%

2,054

100%

1,507

100%

Actual figures
(in € million)

Orders by destination
Actual figures
(in € million)

Sales by destination
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6.

MARKET PERSPECTIVE

The section entitled “Industry Characteristics – Market Perspective” of the Universal Registration
Document 2019/2020 is supplemented and amended as follows:
According to the most recent UNIFE market study, published on 1 October 2020, despite the effects of the
lockdown on the trajectory of growth in 2020, the annual worldwide accessible market for the 2020-2022
period is estimated at €116 billion. Under the “V” scenario, it would grow to an average annual amount of
€126 billion over the 2023-2025 period, for an average annual growth rate of 2.3% as compared with the
2017-2019 period (source: UNIFE World Rail Market Study, 1 October 2020). This annual growth forecast
from the 2017-2019 period to the 2023-2025 period is identical, on average, to the growth rate forecast in
a scenario that excludes the health crisis. The size of the average market in 2023-2025 is also identical.
However, the study forecasts an annual contraction in the annual worldwide accessible railway market in
2020, followed by a rebound in 2021. This trajectory is in contrast to the more even growth forecast prior
to the pandemic.

* CAGR = compound annual growth rate

The study concluded that the V scenario is the most likely one. It includes the known effects of Covid-19,
such as decreased volumes in the services market due to the decline in passenger traffic and freight
kilometres. It also includes volume adjustments resulting from the postponement of projects. However, the
rapid recovery of the rail market in the V scenario depends significantly on the implementation of
governmental support and recovery programs for the rail industry. Alternatively, in the U scenario, which
includes the negative economic effects of a second wave on economic growth, the railway market’s average
annual growth rate would be limited to 0.9% from the 2017-2019 period to the 2023-2025 period.
Since the start of the pandemic, there have been successive plans to support rail operators. In addition, to
date, the recovery plans have been characterized by the attention paid to the environment, and specifically
to sustainable mobility and the rail sector. For example:
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o

The European Union unveiled its support plan with a Recovery & Resilience Facility, which will
cover the period 2021 to 2024, with a planned €672 billion in investment and financing that must
comply with the objective of achieving climate neutrality by 2050.

o

In Germany, the recovery plan provides €2.5 billion for local public transportation and €5.5 billion
in subsidies to Deutsche Bahn. Finally, an ambitious hydrogen plan includes €9 billion in funding.

o

In France, the recovery plan unveiled on 3 September 2020 includes €4.7 billion for investment in
rail as well as €1.2 billion for daily mobility. It also provides €2 billion for the development of
green hydrogen. These amounts are expected to be invested by 2022.

o

In the United States, the US Invest Act would provide $60 billion for Amtrak, daily rail transport,
and high-speed passenger rail. The bill will be introduced in Congress next year.

In India, the government’s commitment to the rail sector has continued, with a specific objective to electrify
the entire network by 2030, including 7,000 kilometres by 2020/21.
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7.

COMPENSATION POLICY APPLICABLE TO THE CHAIRMAN AND CHIEF
EXECUTIVE OFFICER

The subsection entitled, “Compensation of corporate officers – Compensation policy applicable to the
Chairman and Chief Executive Officer” in Chapter 5, “Corporate Governance – Report of the Board of
Directors on Corporate Governance” of the Universal Registration Document 2019/20 is amended as
follows:
In order to fully align the compensation of the Group’s executive officers with the success of the long-term
integration of the new entity, as well as to reflect the transformational nature of this transaction, the Group’s
compensation policy (subject to approval by the General Meeting) will provide for exceptional
compensation for the Chairman and CEO (as well as other officers and key contributors to the Group),
which will be awarded after and subject to completion of the Acquisition.
This exceptional compensation will consist exclusively of performance shares with a four-year vesting
period, and vesting will be fully subject to performance conditions (internal and external), all assessed at
the end of the acquisition period.
These conditions will be determined by the Board of Directors on the recommendation of the Nominations
and Remuneration Committee on the basis of criteria that take into account the scope of consolidation of
the new group, reflecting the long-term success of the integration of Bombardier Transportation (such as
the operational and financial turnaround of the principal Bombardier Transportation projects already
identified by Alstom as presenting challenges with respect to performance or delivery to customers, the
achievement of synergies, total shareholder return or earnings per share accretion) and for which the
triggering thresholds will be set at the level of the objectives announced by Alstom in its press releases of
17 February 2020 and 16 September 2020. These conditions will also be defined in such a way as to avoid
duplication with the objectives targeted by the other variable compensation mechanisms.
As a result, the vesting of these shares, which is potential and not guaranteed, is fully based on performance
conditions measuring the success of the integration of the new entity, assessed over several years.
Furthermore, due to its exceptional nature, this grant will not count against the limits currently applicable
to the long-term variable compensation of the Chairman and CEO as defined by the 2020/21 compensation
policy or by the 2021/22 compensation policy. The IFRS value (which is used in preparing the Group’s
consolidated statements) of this exceptional grant may not exceed 100% of the fixed short-term annual
compensation of the Chairman and CEO (€850,000).
The shares granted and vested under this exceptional plan are subject to the same retention requirement and
prohibition on hedging instruments as provided for the long-term variable compensation and defined in the
2020/21 compensation policy. In the event of departure of the CEO, the continuation of the benefit of these
shares will be subject to the same conditions and limits as those described in the compensation policy for
the 2020/21 fiscal year.
This compensation, which is strictly related to the Acquisition, is not recurring and is not intended to be
replicated in the compensation policy for future fiscal years.
In order to incentivise employees with respect to the planned transaction, this exceptional compensation
may be supplemented by a free share grant plan applicable to all employees (excluding the beneficiaries
discussed above), within the framework approved by the General Meeting held on 10 July 2019.
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8.

SHAREHOLDERS AND GOVERNANCE
8.1 Shareholders

The section “Information on share capital – Ownership of Alstom Shares” in Chapter 7, “Additional
Information” of the Universal Registration Document 2019/20 is amended and supplemented as follows:
Shareholding of the Company as of 30 September 2020
Shareholder

Number of
ordinary shares

Public ........................................................

189,883,071

% of the
share
capital
83.70 %

190,478,342

% of
voting
rights
72.78 %

Bouygues S.A.(1) .......................................

32,936,226

14.52 %

65,872,452

25.17 %

Employees(2) .............................................

4,050,465

1.79 %

5,371,144

2.05 %

TOTAL ....................................................

226,869,762

100 %

261,721,938

Number of
voting rights

100 %

(1)

Without taking into account the forward sale announced by Bouygues S.A. on 29 September 2020 of 11
million shares of the Company (representing approximately 4.8% of the Company's share capital), the
settlement of which will take place on 3 November 2020.

(2)

Shares held by employees and former employees of the Group.

8.2 Governance
Alstom’s General Meeting was held on 8 July 2020 behind closed doors and was broadcast online. The
General Meeting approved all of the proposed resolutions.
Shareholders approved the non-distribution of dividends this year in the context of the current crisis.
The General Meeting also approved the renewal of the mandate of Mr Yann Delabrière and the nomination
of Mr Frank Mastiaux as Directors. Mr Frank Mastiaux, who is German, has an international profile. His
professional career was spent in Great Britain, the United States and Germany. He has held various positions
in the energy sector and is currently CEO of the energy provider EnbW. Furthermore, the expiry of the
mandate of Mr Gérard Hauser was acknowledged.
As of the date of this Amendment, the composition of the Company’s Board of Directors is as follows:
•

Henri Poupart-Lafarge, Chairman of the Board of Directors and Chief Executive Officer;

•

Yann Delabrière, Lead Independent Director, Chairman of the Nominations and Remuneration
Committee;

•

Olivier Bouygues;

•

Bi Yong Chungunco, Independent Director, Member of the Ethics and Compliance Committee;

•

Clotilde Delbos, Independent Director, Member of the Audit Committee;

•

Pascal Grangé, Permanent Representative of Bouygues S.A., Member of the Audit Committee
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•

Sylvie Kandé de Beaupuy, Independent Director, Chairwoman of the Ethics and Compliance
Committee;

•

Frank Mastiaux, Independent Director, Member of the Nominations and Remuneration Committee;

•

Baudouin Prot, Independent Director, Member of the Nominations and Remuneration Committee
and member of the Ethics and Compliance Committee; and

•

Sylvie Rucar, Independent Director, Chairwoman of the Audit Committee, Member of the
Nominations and Remuneration Committee.

There are four women (40% of the directors) on the Board of Directors, and the proportion of independent
Directors is 70%.
Section 5, “Corporate Governance”, in the Universal Registration Document 2019/20 includes up-to-date
information with respect to the Board of Directors in its current composition.
In addition, in connection with the Acquisition, CDPQ will have the right, subject to completion of the
Acquisition and effective as of the Completion Date, to appoint two directors and one censor to the
Company’s Board of Directors (see also Section 1.2.2(b) of this Amendment, “CDPQ Reinvestment
Agreement – Governance”).
CDPQ would be represented by Ms Kim Thomassin and Mr Serge Godin, whose appointments as directors
are subject to the vote of the General Meeting. At the meeting of the Board of Directors held on 22
September 2020, the Board decided, on the recommendation of the Nominations and Remuneration
Committee, to characterize CDPQ, represented by Ms Thomassin, as a non-independent director, and to
characterize Mr Godin as an independent director.
In reaching this conclusion, the Board of Directors, at its meeting of 22 September 2020, found that Mr
Godin had no interest in CDPQ, despite the fact that CDPQ holds a minority stake in CGI Inc. There is no
shareholders’ agreement or other agreement of that nature. The Board of Directors also took note that Mr
Godin does not receive instructions from CDPQ with respect to the decisions to be made by Alstom’s Board
of Directors.
Furthermore, in its analysis of Mr Godin’s independence, the Board of Directors took into account the
existence of a framework agreement entered into between Alstom and CGI France in 2015, with respect to
which the amounts invoiced annually for on-going services have not been significant for either party since
entry into the agreement. This analysis took into account the conditions under which the agreement was
entered into, in compliance with strict internal procedures, and the fact that neither party is dependent on
the amounts in question, in light of the CGI Group’s revenues, among other considerations (these amounts
have varied between 0.05% to 0.20% of CGI France’s revenues since the agreement was signed).
On the basis of this information, Alstom’s Board of Directors concluded that Mr Godin’s freedom of
judgment as to Board decisions was not likely to be compromised, as none of the information was of such
a nature as to indicate a lack of independence.
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9.

UPDATED INFORMATION CONCERNING THE ISSUER
9.1 Dividend distribution policy

The section entitled “Information on the share capital – Dividends paid in the three previous fiscal years”
in Chapter 7, “Additional Information” of the Universal Registration Document 2019/20 is amended and
supplemented as follows:
The Company paid dividends in the amount of €77,773,664.85 (or €0.35 per share) in respect of the fiscal
year ended 31 March 2018, and in the amount of €1,233,674,123.00 (or €5.50 per share) for the fiscal year
ended 31 March 2019. The Company did not pay a dividend in respect of the year ended 31 March 2020.
Indeed, in the context of the Covid-19 health crisis, the Board of Directors decided at its meeting of 11 May
2020 not to propose a dividend to the annual shareholders’ meeting in 2020.
The strategic plan “Alstom in Motion” (or “AiM”), setting financial objectives through 2022/23, introduced
a Group dividend policy with a distribution rate of between 25% and 35%, which will be revisited in the
context of the Transaction.
Once the closing of the Transaction has taken place and the trajectory of the new group has been defined,
a new dividend policy will be assessed by the Company based on the performance of the combined entity
with the objectives of a fair remuneration of shareholders, an appropriate allocation of capital, and the
maintenance of a solid “investment grade” credit rating.
9.2 Strategy
The section entitled “Strategy,” in Chapter 1, “Description of Group Activities” in the Universal
Registration Document 2019/20 is amended and supplemented as follows:
The objectives in the Alstom in Motion (AiM) plan were announced on the basis of the Group’s scope of
consolidation prior to the Acquisition.
These objectives will be revised over the course of the 2021/22 fiscal year to take into account the
integration of Bombardier Transportation, and will be disclosed to the market.

45

10.

FINANCIAL AUTHORISATIONS

The table included in Chapter 7, “Additional Information—Information on the share capital—Financial
authorisations” in the Universal Registration Document 2019/20, summarising the financial authorisations
in effect as of 11 May 2020 and their use during the fiscal year, is hereby completed as follows as of the
date of this Amendment, following Alstom’s general meeting held on 8 July 2020:
Nature
of
authorisation

the

Maximum nominal amount
authorised

Nominal
amount used
during
the
period

Available
amount

Expiration of
the
authorisation/
Term

None

Maximum
authorised
amount

8 September
2022 (term: 26
months)

None

Maximum
authorised
amount

8 September
2022 (term: 26
months)

None

Maximum
authorised
amount

8 September
2022 (term: 26
months)

ISSUES OF EQUITY SECURITIES
Delegation of competence
to issue shares and
securities granting access to
the share capital (with
preferential subscription
rights maintained) and/or
by capitalisation of reserves
(only available for use
outside public offering
periods)

Capital: €510 million, i.e.,
approximately 32% of the
share capital (1) (5)
Debt securities: €1.5 billion
(2)

(AGM of 8 July 2020,
resolution No. 13)
Delegation of competence
to issue shares and
securities granting access to
the share capital (without
preferential subscription
rights) by means of an offer
to the public (excluding
offers referred to in Article
L. 411-2 1° of the French
Monetary and Financial
Code) and the ability to
grant a priority subscription
period (only available for
use outside public offer
periods)

Capital: €155 million, i.e.,
approximately 10% of the
share capital (5), less any
capital increase without
preferential subscription
rights pursuant to resolutions
Nos. 15 to 20 (1) (3)
Debt securities: €750 million
(2)

(AGM of 8 July 2020,
resolution No. 14)
Delegation of competence
to issue shares and
securities granting access to
the share capital (without
preferential subscription
rights) by means of an offer
referred to in Article L.
411-2 1° of the French
Monetary and Financial

Capital: €155 million, i.e.,
approximately 10% of the
share capital (5), less any
capital increase without
preferential subscription
rights pursuant to resolutions
Nos. 14 and 16 to 20 (1) (3)
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Code (only available for
use outside public offer
periods)

Debt securities: €750 million
(2)

(AGM of 8 July 2020,
resolution No. 15)
Maximum discount: 5% of
the weighted average stock
price over the last three
trading sessions prior to the
beginning of the offer to the
public.
Ability to issue shares
and/or transferable
securities giving immediate
or future access to the share
capital in consideration of
contributions in kind in the
form of shares or securities
giving access to the
Company’s share capital
(only available for use
outside public offer
periods)
(AGM of 8 July 2020,
resolution No. 16)
Delegation of competence
to increase the amount of
the initial issuance up to a
limit of 15% of the initial
issuance in the event of a
capital increase with or
without preferential
subscription rights (only
usable outside public offer
periods)

Capital: €155 million, i.e.,
approximately 10% of the
share capital (5), less any
capital increase without
preferential subscription
rights pursuant to resolutions
Nos. 14, 15 and 17 to 20 (1) (3)

None

Maximum
authorised
amount

8 September
2022 (term: 26
months)

None

Maximum
authorised
amount

8 September
2022 (term: 26
months)

None

Maximum
authorised
amount

8 September
2022 (term: 26
months)

Maximum discount: 5% of
the weighted average stock
price over the last three
trading sessions prior to the
beginning of the offer to the
public.
Not to exceed 15% of the
initial issuance and will
count against the maximum
amounts authorised by the
delegations under which the
initial issuance is carried out
(resolutions Nos. 13 to 15
and 18 to 20) (1) (3)
Debt securities: €750 million
(2)

(AGM of 8 July 2020,
resolution No. 17)
Delegation of competence
to set the issuance price
without preferential
subscription rights by offer
to the public (including the
offers referred to in Article
L. 411-2 1° of the French
Monetary and Financial
Code (only available for
use outside public offer
periods)

Issue price: the Board may
choose one of the two
following options: (i) an
issue price corresponding to
the average trading price
recorded over a period of up
to six months before the
offer to the public, or (ii) an
issue price corresponding to
the volume weighted average
share price on the day before
the issue (1-day VWAP),
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(AGM of 8 July 2020,
resolution No. 18)

with a maximum discount of
5%.
Not to exceed 10% of the of
the share capital over a
period of 12 months and will
count against the maximum
amounts authorised by the
delegations under which the
initial issuance is carried out
(resolutions Nos. 14 and 15)
(1) (3)

Debt securities: €750 million
(2)

Delegation of competence
to issue (with preferential
subscription rights
cancelled) Company shares
and securities granting
access to the Company’s
capital in the event of a
public exchange offer
initiated by the Company
(only available for use
outside public offering
periods)

Capital: €155 million, i.e.,
approximately 10% of the
share capital (5), less any
capital increase without
preferential subscription
rights pursuant to resolutions
Nos. 14 to 18 and 20 (1) (2) (3)

None

Maximum
authorised
amount

8 September
2022 (term: 26
months)

Capital: €155 million, i.e.,
approximately 10% of the
share capital (5), less any
capital increase without
preferential subscription
rights pursuant to resolutions
Nos. 14 to 19 (1) (3)

None

Maximum
authorised
amount

8 September
2022 (term: 26
months)

None

Maximum
authorised
amount

8 September
2022 (term: 26
months)

(AGM of 8 July 2020,
resolution No. 19)
Delegation of competence
to issue Company shares
(with preferential
subscription rights
cancelled) as a result of the
issuance by subsidiaries of
the Company of securities
giving access to the
Company’s capital (only
available for use outside
public offering periods)
(AGM of 8 July 2020,
resolution No. 20)
OFFERINGS TO EMPLOYEES AND EXECUTIVES
Delegation of competence
to decide to increase the
Company’s share capital
through the issuance of
shares or other securities
reserved for participants in
a Company or Group

2% of the share capital at the
date of the Shareholders’
Meeting, less any amount
issued pursuant to resolution
No. 23 (4)
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savings plan, preferential
subscription rights
cancelled
(AGM of 8 July 2020,
resolution No. 22)
Delegation of competence
to decide to increase the
Company’s share capital,
reserved for a class of
beneficiaries (6) with
cancellation of the
shareholders’ preferential
subscription right.

0.5% of the share capital at
the date of the Shareholders’
Meeting, less any amount
issued pursuant to resolution
No. 22 (4)

None

Maximum
authorised
amount

8 January 2022
(term:
18
months)

5 million shares, i.e.,
approximately 2.2% of the
capital (1)(5), including up to
200,000 shares for corporate
officers and up to 2 million
shares for profit-sharing
arrangements (without
performance conditions).

€8,019,375

€26,980,625
(corresponding
to 3,854,375
shares)

10 July 2021
(term:
24
months)

None

Maximum
authorised
amount

8 January 2022
(term:
18
months)

None

Maximum
authorised
amount

8 September
2022 (term: 26
months)

(AGM of 8 July 2020,
resolution No. 23)
Authorisation to carry out
free grants of existing or
future shares of the
Company with preferential
subscription rights
cancelled
(AGM of 10 July 2019,
resolution No. 14)

SHARE BUYBACKS AND CAPITAL REDUCTIONS
Authorisation to trade in
the Company’s shares
(usable only outside public
offering periods)
(AGM of 8 July 2020,
resolution No. 12)
Authorisation to reduce the
capital by cancelling shares
(AGM of 8 July 2020,
resolution No. 21)

10% of share capital
Maximum price: €60
Maximum total programme
amount: €1.35 billion
10% of the shares that make
up the Company’s share
capital on each cancellation
date

1.

Overall cap on capital increases that may result from these authorisations: €510 million, or approximately
32% of the capital at 31 March 2020 (before any adjustments).

2.

Overall cap on issuances of debt securities under these authorisations: €1.5 billion

3.

Overall cap on capital increases that may result from these authorisations without preferential subscription
rights (resolution No. 14 to 20): €155 million, i.e., approximately 10% of the capital at 31 March 2020
(before any adjustments).

4.

Overall cap on capital increases in relation to employee savings schemes: 2% of the capital at the date of the
2020 Annual Shareholders’ Meeting (before any adjustments).
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5.

On the basis of the share capital at 31 March 2020, which amounted to €1,581,816,474, divided into
225,973,782 shares with a nominal value of €7 per share.

6.

Cancellation of the preferential subscription right for the benefit of beneficiaries meeting the following
criteria: (i) any company held by a financial institution or any financial institution retained by the Company
to put in place a structured offering for officers and employees of companies related to the Company, as
provided for under Articles L. 225-180 and L. 233-16 of the French Commercial Code and having their
registered office outside of France; and/or (ii) officers and employees of companies related to the Company
as provided for under Articles L. 225-180 and L. 233-16 of the French Commercial Code and having their
registered office outside of France; and/or (iii) UCITS or other entities of employee shareholders invested in
shares of the Company, whether or not they are legal entities, the shareholders of which shall be constituted
of the persons mentioned in (ii) above.

In connection with the Acquisition, the following will be proposed at the General Meeting: (i) a new
delegation to the Board of Directors to decide to carry out capital increases with maintenance of preferential
subscription rights in order to enable the Planned Capital Increase, with an increase in the maximum
nominal amount of capital increases with maintenance of preferential subscription rights to a nominal
amount of €790 million, i.e., an amount corresponding to 50% of the share capital (with an overall cap
increased up to 1,480 million euros); (ii) two resolutions (corresponding to two alternative structures) on a
capital increase reserved for CDP Investissements (one through the issuance of Preferred Shares and the
other through the issuance of ordinary shares); (iii) a resolution on the capital increase reserved for
Bombardier UK Holding Limited; and (iv) two resolutions delegating competence to the Board of Directors
to decide to carry out capital increases relating to employee shareholding transactions.
The table below includes the financial delegations and authorisations the renewal or approval of which is
proposed to you in connection with the Acquisition:

Nature of the authorisation

Maximum nominal amount authorised

Expiration
of
authorisation/ Term

the

ISSUES OF EQUITY SECURITIES
Delegation of competence to
issue shares and securities
granting access to the share
capital with preferential
subscription rights maintained
and/or by capitalisation of
reserves (only available for
use outside public offering
periods)

Capital: €790 million, i.e., approximately 50%
of the share capital (1) (5)

29 December 2022 (term: 26
months)

Debt securities: €1.5 billion (2)

(AGM of 29 October 2020,
resolution No. 4)
Delegation of powers in the
framework of a capital
increase (without preferential
subscription rights) reserved
for CDP Investissements, by
issuance of Preferred Shares

Capital: €570 million (1) (5),
Subscription price per unit: €44.45
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Use of the delegation of
powers, as the case may be, at
Completion Date and at the
date of payment of the Second
Tranche of the Acquisition
Price (8)

(AGM of 29 October 2020,
resolution No. 6)
Delegation of competence to
increase the Company’s share
capital (without preferential
subscription rights) reserved
for CDP Investissements by
issuance or ordinary shares.

Capital: €570 million (1) (5),

29 April 2022 (term: 18
months) (8)

Subscription price per unit: €44.45 (7)

(AGM of 29 October 2020,
resolution No. 7)
Delegation of competence to
increase the Company’s share
capital (without preferential
subscription rights) reserved
for Bombardier UK Holding
Limited by issuance or
ordinary shares.

Capital : €120 million(1) (5)

29 April 2022 (term: 18
months)

Subscription price per unit: €47.50 (7)

(AGM of 29 October 2020,
resolution No. 8)
Delegation of competence to
issue shares and securities
granting access to the share
capital ‘without preferential
subscription rights) by means
of an offer to the public
(excluding offers referred to in
Article L. 411-2 1° of the
French Monetary and
Financial Code) and the
ability to grant a priority
subscription period (only
available for use outside
public offer periods)
(AGM of 8 July
resolution No. 14)

Capital: €155 million, i.e., approximately 10%
of the share capital (5), less any capital increase
without preferential subscription rights
pursuant to resolutions Nos. 15 to 20 (1) (3)

8 September 2022 (term: 26
months)

Debt securities: €750 million (2)

2020,

Delegation of competence to
issue shares and securities
granting access to the share
capital (without preferential
subscription rights) by means
of an offer referred to in
Article L. 411-2 1° of the
French Monetary and
Financial Code (only available
for use outside public offer
periods)

Capital: €155 million, i.e., approximately 10%
of the share capital (5), less any capital increase
without preferential subscription rights
pursuant to resolutions Nos. 14 and 16 to 20 (1)
(3)

Debt securities: €750 million (2)

Maximum discount: 5% of the weighted
average stock price over the last three trading
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8 September 2022 (term: 26
months)

(AGM of 8 July
resolution No. 15)

2020,

Ability to issue shares and/or
transferable securities giving
immediate or future access to
the share capital in
consideration of contributions
in kind in the form of shares
or securities giving access to
the Company’s share capital
(only available for use outside
public offer periods)
(AGM of 8 July 2020,
resolution No. 16)
Delegation of competence to
increase the amount of the
initial issuance up to a limit of
15% of the initial issuance in
the event of a capital increase
with or without preferential
subscription rights (only
usable outside public offer
periods)

sessions prior to the beginning of the offer to
the public.
Capital: €155 million, i.e., approximately 10%
of the share capital (5), less any capital increase
without preferential subscription rights
pursuant to resolutions Nos. 14, 15 and 17 to
20 (1) (3)

8 September 2022 (term: 26
months)

Maximum discount: 5% of the weighted
average stock price over the last three trading
sessions prior to the beginning of the offer to
the public.
Not to exceed 15% of the initial issuance and
will count against the maximum amounts
authorised by the delegations under which the
initial issuance is carried out (resolutions Nos.
13 to 15 and 18 to 20) (1) (3)

8 September 2022 (term: 26
months)

Debt securities: €750 million (2)

(AGM of 8 July 2020,
resolution No. 17)
Delegation of competence to
set the issuance price without
preferential subscription rights
by offer to the public
(including the offers referred
to in Article L. 411-2 1° of the
French Monetary and
Financial Code (only available
for use outside public offer
periods)
(AGM of 8 July 2020,
resolution No. 18)

Issue price: the Board may choose one of the
two following options: (i) an issue price
corresponding to the average trading price
recorded over a period of up to six months
before the offer to the public, or (ii) an issue
price corresponding to the volume weighted
average share price on the day before the issue
(1-day VWAP), with a maximum discount of
5%.

8 September 2022 (term: 26
months)

Not to exceed 10% of the share capital over a
period of 12 months and will count against the
maximum amounts authorised by the
delegations under which the initial issuance is
carried out (resolutions Nos. 14 and 15) (1) (3)
Debt securities: €750 million (2)

Delegation of competence to
issue (with preferential
subscription rights cancelled)
Company shares and securities
granting access to the
Company’s capital in the
event of a public exchange
offer initiated by the Company

Capital: €155 million, i.e., approximately 10%
of the share capital (5), less any capital increase
without preferential subscription rights
pursuant to resolutions Nos. 14 to 18 and 20 (1)
(2) (3)
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8 September 2022 (term: 26
months)

(only available for use outside
public offering periods)
(AGM of 8 July 2020,
resolution No. 19)
Delegation of competence to
issue Company shares (with
preferential subscription rights
cancelled) as a result of the
issuance by subsidiaries of the
Company of securities giving
access to the Company’s
capital (only available for use
outside public offering
periods)

Capital: €155 million, i.e., approximately 10%
of the share capital (5), less any capital increase
without preferential subscription rights
pursuant to resolutions Nos. 14 to 19 (1) (3)

8 September 2022 (term: 26
months)

(AGM of 8 July 2020,
resolution No. 20)
OFFERINGS TO EMPLOYEES AND EXECUTIVES
Delegation of competence to
decide to increase the
Company’s share capital
through the issuance of shares
or other securities reserved for
participants in a Company or
Group savings plan,
preferential subscription rights
cancelled

2% of the share capital at the date of the
Shareholders’ Meeting of 29 October 2020,
less any amount issued pursuant to resolution
No. 10 of the Shareholders’ Meeting of 29
October 2020 (4)

29 December 2022 (term: 26
months)

0.5% of the share capital at the date of the
Shareholders’ Meeting of 29 October 2020,
less any amount issued pursuant to resolution
No. 9 of the Shareholders’ Meeting of 29
October 2020 (4)

29 April 2022 (term: 18
months)

5 million shares, i.e., approximately 2.2% of
the capital (1)(5), including up to 200,000 shares
for corporate officers and up to 2 million
shares for profit-sharing arrangements
(without performance conditions).

10 July 2021 (term: 24 months)

(AGM of 29 October 2020,
resolution No. 9)
Delegation of competence to
decide to increase the
Company’s share capital,
reserved for a class of
beneficiaries (6) with
cancellation of the
shareholders’ preferential
subscription right.
(AGM of 29 October 2020,
resolution No. 10)
Authorisation to carry out free
grants of existing or future
shares of the Company with
preferential subscription rights
cancelled
(AGM of 10 July 2019,
resolution No. 14)
SHARE BUYBACKS AND CAPITAL REDUCTIONS
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Authorisation to trade in the
Company’s shares (usable
only outside public offering
periods)
(AGM of 8 July 2020,
resolution No. 12)
Authorisation to reduce the
capital by cancelling shares

10% of share capital

8 January 2022 (term: 18
months)

Maximum price: €60
Maximum total programme amount: €1.35
billion
10% of the shares that make up the
Company’s share capital on each cancellation
date

8 September 2022 (term: 26
months)

(AGM of 8 July 2020,
resolution No. 21)
1.

Overall cap on capital increases that may result from these authorisations set by the general meeting of 29
October 2020 at €1,480 million.

2.

Overall cap on issuances of debt securities under these authorisations: €1.5 billion.

3.

Overall cap on capital increases that may result from these authorisations without preferential subscription
rights (resolution Nos. 14 to 20): €155 million, i.e., approximately 10% of the capital as of 31 March 2020
(before any adjustments).

4.

Overall cap on capital increases relating to employee savings schemes: 2% of the capital at the date of the
2020 Annual Shareholders’ Meeting (before any adjustments).

5.

On the basis of the share capital at 31 August 2020, which was €1,587,852,560, divided into 226,836,080
shares with a nominal value of €7 per share.

6.

Cancellation of the preferential subscription right for the benefit of beneficiaries meeting the following
criteria: (i) any company held by a financial institution or any financial institution retained by the Company
to put in place a structured offering for officers and employees of companies related to the Company, as
provided for under Articles L. 225-180 and L. 233-16 of the French Commercial Code, and having their
registered office outside of France; and/or (ii) officers and employees of companies related to the Company,
as provided for under Articles L. 225-180 and L. 233-16 of the French Commercial Code, and having their
registered office outside of France; and/or (iii) UCITS or other entities of employee shareholders invested in
shares of the Company, whether or not they are legal entities, the shareholders of which consist of the
persons mentioned in (ii) above.

7.

Subject to adjustments inversely proportional to the adjustments in the number of ordinary shares to be
issued, which are described in Annex 6 to the Amendment for the ordinary shares to be issued pursuant to
resolution No. 7 of the AGM of 29 October 2020, and in Annex 3 to the Amendment for the ordinary shares
to be issued pursuant to resolution No. 8 of the AGM of 29 October 2020.

8.

If, in accordance with the rules in force and the sixth resolution of the AGM of 29 October 2020, Preferred
Shares have been issued and are outstanding, the Board of Directors may not use the delegation granted to it
under the seventh resolution of the AGM of 29 October 2020.
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11.

SIGNIFICANT EVENTS OF THE BEGINNING OF THE 2020/21 FISCAL YEAR

This information below is taken from the press releases issued after publication of the Universal
Registration Document 2019/20 and supplements Chapter 1, “Management Report on Consolidated
Financial Statements as of 31 March 2020,” of the Universal Registration Document 2019/20.
On 18 June 2020, Alstom announced that it had signed a strategic alliance with RATP Dev and
ComfortDelGro Transit in order to form a joint venture to submit a tender for the Grand Paris Express, one
of the largest transportation projects in Europe.
***
On 25 June 2020, Alstom announced that it had obtained certification of the most recent European
interoperability standard for rail, the ETCS (European Train Control System) Baseline 3 Version 2. This
certification enables Alstom to deploy its innovative data fusion algorithm system to measure the location
and speed of trains.
***
On 30 June 2020, Alstom announced that it was using its AI mobility management solution, Mastria,
to ensure physical distancing and safety in Panama’s trains and train stations.
***
On 1 July 2020, Alstom announced the acquisition of Ibre, a company specialised in the
development, manufacture and supply of cast iron or steel brake discs for high-speed, intercity, regional
and suburban trains, trams and metros. Ibre has international operations and employs approximately 30
people at its Sens site in Burgundy Franche Comté. It had sales of approximately €10 million in 2019. This
acquisition enables Alstom to expand its expertise in braking systems.
***
On 10 July 2020, Alstom announced the inauguration by the Dubai Routes and Transportation
Authority (RTA) of the Dubai Route 2020 metro, built by the Expolink consortium of which Alstom was
the head, responsible inter alia for the integration of the entire metro system (including 50 Metropolis
trainsets), power supply, communication, signalling, automatic ticket control, track works, platform screen
doors and a three-year warranty on the whole system.
The Dubai Route 2020 metro consists of a 15 kilometre long line, of which 11.8 km is above ground
and 3.2 km underground, as well as an interchange, for a total cost of €2.6 billion.
***
On 10 July 2020, Alstom announced that the Alstom-led consortium with the Taiwanese
engineering services company had signed a contract for the Phase Two extension of Taipei Metro Line 7.
The contract is valued at close to €424 million, of which Alstom’s share represents approximately €248
million.
***
On 15 July 2020, Alstom announced that it would test automatic shunting locomotives in the
Netherlands. The tests, which are intended to demonstrate how the use of fully automated trains can
optimise rail operation to ensure cost-effective and sustainable mobility in the face of growing demand in
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shunting operations, will be carried out at the highest level of automation (GoA4). Ordinary tasks, such as
starting and stopping, pushing wagons, controlling traction and brakes and the handling of emergencies,
will be fully automated, with train staff remaining aboard to ensure safety protocol during the tests.
***
On 20 July 2020, Alstom announced that its consortium with Indra and Constructora San Jose had
signed a €53 million contract with the Spanish railway infrastructure authority to supply and install the
safety and security systems for twelve tunnels in the Pajares Bypass high speed connection.
***
On 22 July 2020, Alstom and Eversholt Rail announced an additional investment of more than €1
million in British hydrogen trains, creating an entirely new class of train, the first-ever 600 series, in
response to the British government’s project to decarbonise the rail industry.
***
On 24 July 2020, Alstom announced that it would support the “Cuisine Mode d’Emploi(s)” training
school in the form of a €24,000 donation, as part of its Corporate Social Responsibility (CSR) commitment.
***
On 28 July 2020, Alstom announced that it had begun construction in Germany on the first
hydrogen charging station for passenger trains in the world. This project is in alignment with Alstom’s
innovations in the area of hydrogen trains.
***
On 6 August 2020, Alstom started validation tests on Prima T8 freight locomotives "AZ8A" in
Azerbaijan, on the main freight transport line recently converted from 3 kV DC to 25 kV AC.
***
On 17 August 2020, Alstom successfully supplied, tested and commissioned part of Line 3 of the
Cairo Metro, Phase 4, with a total of 10 stations from Heliopolis to Adly Mansour.
***
On 27 August 2020, Alstom was chosen by SNCB (Belgian Railways) to design, manufacture and
commission national and European ETCS level 1 & 2 signalling equipment on 23 HLD77 locomotives
belonging to Infrabel. The base contract comes with an option to equip 5 additional locomotives of the same
type.
***
On 2 September 2020, the Senior Vice President of Alstom Digital Mobility discussed Alstom's
progress towards becoming a major player in intelligent mobility, taking into account the emergence of
autonomous driving.
***
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On 8 September 2020, Alstom announced the delivery of the first two Citadis X05 tramways (of a
total of 25) ordered by the Athens Urban Transport Authority in July 2018. They will be subjected to
dynamic tests at the end of September and put into commercial service in February 2021.
***
On 11 September 2020, Alstom announced that the Steering Committee of the Euronext Indices
had decided the day before to include Alstom in the list of the 40 stocks making up the CAC40 index in
Paris. This inclusion will be effective from Monday 21 September 2020.
***
On 11 September 2020, Alstom announced that the Coradia iLint hydrogen train developed by
Alstom, was to provide regular passenger service for the very first time for ÖBB, the Austrian Federal
Railways. This three-month service follows successful trials conducted by the Coradia iLint in Northern
Germany between 2018 and 2020. The Coradia iLint is equipped with fuel that enables it to transform
hydrogen and oxygen into electricity; thus the train is emission-free while it is in operation.
***
On 14 September 2020, Alstom announced that it had officially delivered Line 3 of the urban
transportation network in Guadalajara, Jalisco State, Mexico. This new line of about 21km is expected to
carry about 230,000 passengers a day. The contract signed in 2014 included the supply of 18 Metropolis
trains, communication systems, high-voltage and traction substations as well as rail control systems based
on Urbalis 400, Alstom's CBTC system. The trains are equipped with air conditioning, video surveillance
and passenger information systems.
***
On 18 September 2020, Alstom presented the first RER NG train at Alstom’s railway testing centre
in Valenciennes. This New Generation RER will be delivered in late 2021, and will equip Line D and Line
E of the RER.
***
On 21 September 2020, Alstom announced that Alstom and SNCF, in connection with their
innovation collaboration entered into in 2016, had launched an internal contest for their employees to design
the two test trains for the future TGV M, the next-generation TGV that will be more efficient, more ecofriendly, and 100% French.
***
On 23 September 2020, Alstom announced that the Asocierea RailWorks consortium of which it is
a part had signed an agreement to provide digital train control, traffic management, and electrification
infrastructure for the Rhine-Danube rail corridor. Alstom’s share of the contract is approximately €70
million.
***
On 30 September 2020, Alstom announced that the Coradia iLint hydrogen train developed by
Alstom had successfully completed tests in the Netherlands intended to determine whether a hydrogen train
could be a fully viable alternative to the diesel trains currently in circulation. The report by the Province of
Groningen indicates that the Coradia iLint easily satisfied the four objectives that had been set: authorisation
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to circulate on the Dutch rail network issued by the Dutch safety evaluation body, zero emissions and full
compatibility with the current commercial service, rapid and easy refuelling, and familiarisation of the
public with hydrogen mobility.
***
On 2 October 2020, together with Île-de-France Mobilités and Société du Grand Paris, Alstom
unveiled the design for Île-de-France’s future metro lines 15, 16, and 17.
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12.

LITIGATION, LEGAL PROCEEDINGS AND ARBITRATION

Note 33, “Litigation”, to the consolidated financial statements as of 31 March 2020 included in Chapter 3,
"Financial Information", of the Universal Registration Document 2019/20 is supplemented and amended
as follows:
Italy
On June 23, 2020, a series of searches and arrests were carried out by the Milan police under instructions
of the Milan Prosecution Office as part of an investigation into alleged bribes and bid-rigging in connection
with public tenders for Azienda Transporte Milanesi (“ATM”), the municipal public transport company
and operator of the Milan subway. The investigation concerns at least seven companies and 28 individuals,
including three current employees and one former employee of Alstom Ferroviaria S.p.A. (the “Alstom
Italy employees”).
The Prosecution Office alleges that the Alstom Italy employees engaged in bid-rigging under Article 353
of the Italian Criminal Code, including colluding with an employee of ATM to obtain confidential technical
information in order to secure an undue advantage in the tender process for a 2019 contract for the Milan
subway. Alstom did not ultimately submit a bid in respect of this contract.
The Prosecution Office also alleges that two of the Alstom Italy employees (one current and one former
employee) engaged in corruption under Articles 319 et seq. of the Italian Criminal Code by allegedly
promising a reward to the ATM manager in consideration of information provided on the same tender
process. In the pre-trial detention order dated June 13, 2020, the preliminary investigations judge noted that
the information available to date was insufficient to demonstrate that the offense of corruption had been
committed under Articles 319 et seq. of the Italian Criminal Code, and hence ordered the arrest of two of
the Alstom Italy employees only in respect of the bid-rigging allegation under Article 353 of the Italian
Criminal Code.
Alstom Ferroviaria S.p.A. is also subject to investigation regarding alleged violation of Legislative Decree
No. 231/2001 (“Decree 231/2001”) for not having implemented (or not having effectively applied) a system
of control capable to prevent the acts of corruption by its employees. Indeed, under Decree 231/2001, a
company can be held liable for having benefitted from certain criminal offenses committed by its
employees, which can result in fines, disgorgement and other disqualifying measures, such as suspension
of licences or disqualification from participating in certain activities (including tenders launched by Italian
public entities) or receiving certain sources of funding. Such liability under Decree 231/2001 does not
extend to bid-rigging. Alstom may also be subject to claims for damages under the Italian Civil Code.
A company may only be held liable under Decree 231/2001 if the criminal misconduct of its employees is
established. In such a case, a company may seek to defend itself from corporate liability under Decree
231/2001 by showing that it had adopted and effectively implemented an organizational model (known as
a “Modello”) to prevent misconduct and established an independent supervisory body (known as an
“organismo di vigilanza”) to oversee compliance with the Modello. Alstom Ferroviaria S.p.A. has adopted
a Modello and has established an organismo di vigilanza.
Alstom is conducting an internal investigation into the allegations discussed above in coordination with
external counsel and has taken certain interim measures in response to the allegations of the Prosecution
Office, including suspending one of the current Alstom Italy employees.
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Witness interviews commenced in September 2020. The preliminary investigation by the Prosecution
Office continues in parallel. Following its investigation, the Prosecution Office will decide whether to
request a dismissal or to request an indictment.

In addition, the subsection of Chapter 7 entitled “Additional Information—Information on the Group and
the Parent Company—Legal Proceedings and Arbitration” in the Universal Registration Document
2019/20 is hereby amended as follows:
The reader is asked to refer to Note 33 to the consolidated financial statements as of 31 March 2020 included
in the Universal Registration Document 2019/20 for a description of the Group’s principal legal
proceedings. With the exception of the proceedings and disputes described in the Universal Registration
Document and this Amendment, the Group is not aware of any governmental, legal or arbitration
proceedings (including any threatened or suspended proceedings) that could have or have had in the past
12 months a material effect on the Group’s financial condition or profitability.
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13.

DECLARATIONS BY THE PERSONS RESPONSIBLE FOR THE UNIVERSAL
REGISTRATION DOCUMENT 2012/20

“I hereby declare that, after having taken all reasonable care for such purpose, the information contained
in this Amendment to the Universal Registration Document 2019/20 is, to my knowledge, true and
accurate and contains no omission that could make it misleading.”

Saint-Ouen-sur-Seine, 7 October 2020

Henri Poupart-Lafarge
Chairman and Chief Executive Officer

For Bombardier Transportation:

“I hereby declare that, after having taken all reasonable care for such purpose, the information contained
in Section 4 “Description of Bombardier Transportation” of this Amendment to the Universal
Registration Document 2019/20, including the annexes referred to in such Section 4, is, to my knowledge,
true and accurate and contains no omission that could make it misleading.”

Avon, Connecticut, 7 October 2020
Mr. Danny Di Perna
President

Montréal, Québec, 7 October 2020
Mr. Richard Coulombe
Vice-President, Chief Financial Officer
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14.

RECONCILIATION TABLE

The reconciliation table below reproduces the headings required by Annex 1 to Commission Delegated
Regulation (EU) 2019/980 of 14 March 2019 and provides the page numbers of the Universal Registration
Document 2019/20 and of this Amendment on which the information required under each such heading
may be found.

Annexes 1 and 2 of Commission Delegated Regulation (EU) 2019/980 of 14 March
2019

Universal Registration
Document 2019/2020

Amendment

Page

Section

1. Persons responsible, third party information, experts’ reports, and competent
authority approval
1.1

Identification of persons responsible

301

13

1.2

Declaration of persons responsible

301

13

1.3

Expert declarations or reports

N/A

N/A

1.4

Confirmation regarding information from third parties

N/A

N/A

1.5

Declaration without prior approval from the competent authority

1

p.1

2. Statutory auditors
2.1

Name and address of the statutory auditors

206

N/A

2.2

Resignation, removal, and non renewal of statutory auditors

N/A

N/A

134-153

2

1 and 280

p.1

3. Risk factors
4. Information about the issuer
4.1

Legal and commercial name

4.2
(“LEI”)

Place of registration, registration number, and legal entity identifier

280

N/A

4.3

Date of incorporation and term

280

N/A

4.4

Domicile and legal form of the issuer; legislation; country of
incorporation; address, telephone number of the registered office, and
website

280 and 296

N/A

13-19

N/A

5. Business overview
5.1

Principal activities

5.2

Principal markets

4-7

N/A

5.3

Important events in the development of the issuer’s business

280

1 and 11

5.4

Strategy and objectives

10

6 and 9

5.5

Dependence on patents; licenses; industrial, commercial, or financial
contracts; or new manufacturing processes

19-21 and 282

N/A

5.6

Basis for any statements made by the issuer regarding its competitive
position

7

N/A

5.7

Investments

5.7.1

Material investments completed

10 and 24-32

1 and 11
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10 and 24-32

1 and 11

Joint ventures and undertakings in which the issuer holds a proportion of
the capital likely to have a significant effect on the assessment of its own
assets and liabilities, financial position, or profits and losses

101-106, 298-299, and
284

N/A

Environmental issues that may affect the user’s utilisation of the tangible
fixed assets

218-220

N/A

5.7.2

Investments in progress or for which firm commitments have already been
made

5.7.3

5.7.4

6. Organisational Structure
6.1

Brief description of the Group

280-284 and 298-299

Annex 2.

6.2

Significant subsidiaries

101-106 and 298-299

Annex 2.

25-35 and 274-277

3 and 5

N/A

N/A

7. Operating and financial
7.1

Financial condition

7.1.1

Development and performance of the issuer’s business and of its position
for each year and interim period for which historical financial information
is required

7.1.2

Issuer’s likely future development and activities in the field of research
and development

7.2

Operating results

7.2.1

Significant factors, unusual or infrequent events,
or new developments materially affecting operating income

23-35

3 and 5

7.2.2

Reasons for material changes in net sales or revenues

22-35

3 and 5
N/A

8. Capital resources
8.1

Information about capital resources

8.2

Sources and amounts of and a narrative description of the issuer’s cash
flows

8.3

Borrowing requirements and funding structure

8.4

Information regarding any restrictions on the use of capital resources that
have materially affected, or could materially affect, directly or indirectly,
the issuer’s operations

8.5

Information regarding the anticipated sources of funds needed to fulfil
commitments referred to in item 5.7.2.

32, 34-35, 43,
73, and 117-118

N/A

25, 31-32,
34, and 41-42

5

74-75 and 119-120

1 and 5

80-84 and 143

N/A

45-46,
74-75, and 81-84

N/A

140-141

N/A

9. Regulatory environment
9.1

Description of the regulatory environment that the issuer operates in and
that may materially affect its business, together with information regarding
any governmental, economic, fiscal, monetary or political policies or
factors that have materially affected, or could materially affect, directly or
indirectly, the issuer’s operations

10. Trend information
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10.1

Principal trends in production, sales, and inventory, and costs and selling
prices since the end of the last financial year to the date of the registration
document

4-7

2, 5 and 11

10.2

Known trends, uncertainties, demands, commitments
or events that are reasonably likely to have a material effect on the issuer’s
prospects for at least the current financial year

4-7

2, 5 and 6

11. Profit forecasts or estimates
11.1

Published profit forecasts or estimates

N/A

N/A

11.2

Principal assumptions on which the issuer based its forecasts or estimates

N/A

N/A

11.3

Declaration of comparability with historical financial information and
consistency with the issuer’s accounting policies

N/A

N/A

156-170
and 196-197

7 and 8

168-169

N/A

85-95, 100,
179-194, and 197

7

85-89

7

157

8

12. Administrative, management, and supervisory bodies and senior management
12.1

Information about the members of the administrative, management, and
supervisory bodies

12.2

Conflicts of interest of administrative, management, and supervisory
bodies

13. Remuneration and benefits
13.1

Amount of remuneration paid and benefits in kind granted by the issuer
and its subsidiaries

13.2

Total amounts set aside or accrued by the issuer or its subsidiaries to
provide for pension, retirement, or similar benefits

14. Practices of the administrative and supervisory bodies
14.1

Date of expiration of the current term of office, if applicable, and the
period during which the person has served in that office

14.2

Information about members of the administrative, management, or
supervisory bodies’ service contracts with the issuer or any of its
subsidiaries providing for benefits upon termination of employment, or an
appropriate statement to the effect that no such benefits exist

168-169

N/A

14.3

Information about the issuer’s audit committee and remuneration
committee

173-178

8

14.4

Statement of compliance with the applicable corporate governance region

195

1

14.5

Potential material impacts on corporate governance

N/A

1

8, 94-95, 232, and 268

N/A

90-94, 121-124,
and 198-204

10

203-204

N/A

15. Employees
15.1

Either the number of employees at the end of the period or the average for
each financial year for the period covered by the historical financial
information up to the date of the registration document by breakdown of
employees by main category of activity and geographic location

15.2

Shareholdings and stock options

15.3

Arrangements for involving the employees in the issuer’s share capital
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16. Principal shareholders
16.1

Name of any person other than a member of the administrative,
management or supervisory bodies who, directly or indirectly, has an
interest in the issuer’s capital or voting rights which is notifiable under the
issuer’s national law, together with the amount of each such person’s
interest, or appropriate statement to that that effect that no such person
exists

16.2

Existence of different voting rights

16.3
16.4

290-291

8

281 and 290-291

1

Direct or indirect ownership or control of the issuer

N/A

N/A

Any arrangements known to the issuer the operation of which may at a
subsequent date result in a change in control

N/A

N/A

99

N/A

38-106, 107110, 111-125,
126-129, and 301

N/A

N/A

N/A

17. Related party transactions
17.1

Details of related party transactions

18. Financial information concerning the issuer’s assets and liabilities, financial
position, and profits and losses
18.1

Historical financial information

18.1.1

Audited historical financial information covering the last three financial
years and audit report in respect of each year

18.1.2

Change of accounting reference date

18.1.3

Accounting standards

47-52

1

18.1.4

Change of accounting framework

47-48

N/A

18.1.5

Audited financial information prepared according to national accounting
standards

111-125

N/A

18.1.6

Consolidated financial statements

40-106

N/A

18.1.7

Age of financial information

31 March 2020

N/A

18.2

Interim and other financial information

18.2.1

Half-yearly or quarterly financial information

18.3

Auditing of historical annual financial information

18.3.1

Independent audit of historical annual financial information

18.3.2

Other information audited by the auditors

18.3.3

Financial information not extracted from the issuer’s audited financial
statements

18.4

Pro forma financial information

5
N/A

5
N/A
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N/A

N/A

18.4.1

Significant change in gross amounts

18.5

Dividend policy

18.5.1

Description of the issuer’s policy on dividend distributions and
any restrictions thereon

295

9

18.5.2

Amount of the dividend per share

295

9

18.6

Legal and arbitration proceedings

18.6.1

Significant proceedings

284

12

18.7

Significant change in the issuer’s financial position

18.7.1

Description

284

N/A

285 and 290-291

N/A

295

N/A

293-294

N/A

Additional information
19.1

Share capital

19.1.1

Amount of issued and authorised capital, number of shares issued and
fully paid and issued but not fully paid, par value per share,
reconciliation of the number of shares outstanding at the beginning and
end of the year

19.1.2

Information on shares not representing capital

19.1.3

Number, book value, and face value of shares in the issuer held by or
on behalf of the issuer itself or by subsidiaries of the issuer

19.1.4

Information on convertible securities, exchangeable securities, or
securities with warrants

199-204 and 293

1

19.1.5

Information about and terms of any acquisition rights and/or
obligations over authorised but unissued capital or an undertaking
to increase the capital

N/A

1 and 10; annexes 3 to 7

19.1.6

Information about any capital of any member of the Group which is
under option or agreed conditionally or unconditionally to be put
under option

N/A

N/A

19.1.7

History of the share capital

287-289

N/A

19.2

Memorandum and Articles of Association

19.2.1

Register and issuer’s objects and purposes

280-281

N/A

19.2.2

Rights, privileges, and restrictions on each class of shares

285

1, 10

19.2.3

Description of the issuer’s articles of association, statutes, charter,
or bylaws that would have an effect of delaying, deferring, or
preventing a change in control of the issuer

N/A

1, Annex 7

Material contracts
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284

N/A

282

p.1

Documents available
21.1

Statement on documents that may be inspected
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This Amendment includes the following Annexes:
Annex 1:

Fairness opinion by the independent expert

Annex 2:

Organisation chart of the Alstom Group following the transaction

Annex 3:

Situations in which the number of shares issued in connection with the
capital increase reserved for Bombardier will be adjusted

Annex 4:

Terms and conditions of the Preferred Shares

Annex 5:

Report of the special benefits appraiser on the Preferred Shares

Annex 6:

Situations in which the number of ordinary shares issued as part of the
capital increase reserved for CDP Investissements will be adjusted

Annex 7:

Amendments to the articles of association submitted for shareholder
approval

Annex 8:

Financial information about Bombardier Transportation

Annex 9:

Financial information relating to the Transportation Segment of
Bombardier Inc.

Annex 10:

Unaudited pro forma condensed combined financial information as of 31
march 2020
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ANNEX 1
FAIRNESS OPINION BY THE INDEPENDENT EXPERT

For the attention of the members of
the Board of Directors
ALSTOM
48 Albert Dhalenne Street
93400 Saint Ouen
France

Paris, the 27 September 2020
Free translation based on French version dated 27 September 2020
Context of our engagement and limitations
In connection with the proposed acquisition by ALSTOM HOLDINGS, A wholly-owned subsidiary
of ALSTOM SA, of all the shares making up the share capital of BOMBARDIER TRANSPORTATION
(INVESTMENT) UK LIMITED (hereinafter BOMBARDIER TRANSPORTATION) and the reinvestment by
the sellers1,in the form of reserved capital increases, of a part of the proceeds from the sale
within ALSTOM SA (hereafter the "Transaction"), we have been asked, as independent expert
appointed by the Board of Directors of ALSTOM, to assess the financial terms and conditions of
the Transaction and its fairness to the shareholders of ALSTOM SA.
We conduct our engagement as an independent expert voluntarily appointed by the Board of
Directors of ALSTOM SA. This fairness opinion is therefore drawn up for the benefit of persons
governed by French law and meets the requirements thereof. We therefore assume no liability
with respect to persons governed by other legal systems or under another authority, even if
regulations thereunder are enclosed with the documentation made available to shareholders.
In addition, our fairness opinion does not exempt from reading all the public documentation
already available or that will be made available in connection with this Transaction.
To carry out our engagement, we used public documents and information provided to us by
ALSTOM and BOMBARDIER TRANSPORTATION. These documents were considered accurate and
complete and were not subject to any particular review. It was not our intent to validate the
historical and forecast data used, which we only verified for reasonableness and consistency.
This engagement did not include an audit of the financial statements, contracts, litigation and
any other documents sent to us.
Our liability may not be engaged with regards to the accuracy or completeness of the
information collected as part of our engagement.

1

BOMBARDIER INC. and the CAISSE DE DEPOT ET PLACEMENT DU QUEBEC (CDPQ)

1

Furthermore, this fairness opinion is not in any case an opinion or recommendation on whether
it is advisable to carry out any deal and/or transaction, or any other business, all of which falls
exclusively under the liability of ALSTOM. In particular, we have not advised nor assisted
ALSTOM in any manner whatsoever in connection with its negotiations with the sellers on the
acquisition of the shares of BOMBARDIER TRANSPORTATION.
Lastly, we have received a management representative letter from ALSTOM attesting to the fact
that the information transmitted on the occasion of this Transaction is complete, and that not
significant event has occurred as of the date of our fairness opinion that could call into question
our assessment of the financial conditions of the Transaction. We did not, however, receive
any such letter from BOMBARDIER.

Background of the Transaction
This Transaction is a major industrial merger in the rail sector that aims to create the world's
No. 2 rail operator, with a new, stronger long-term shareholder base.
It takes the form of an acquisition by ALSTOM HOLDINGS of 100% of the shares of BOMBARDIER
TRANSPORTATION from CDPQ and BOMBARDIER INC., based on a price revised on 16
September 2020 between €5.5 billion and €5.9 billion, before implementation of the downward
adjustment relating to BOMBARDIER TRANSPORTATION's liquidity position, which will be
determined on 31 December 2020.
With this acquisition, ALSTOM will become the world’s second-largest company in the sector,
with an order backlog of nearly €75 billion and turnover of over €15 billion on a proforma basis
at 31 March 2020.
The two groups have complementary products and geographical areas and their combination
should generate significant synergies estimated at around €400 million per year between the
4th and 5th year following the completion of the acquisition.
The terms and conditions of the Transaction provide for a total reinvestment of the proceeds
received by CDPQ, i.e. approximately €2 billion, in ALSTOM's capital, plus an additional cash
contribution of €700 million, making CDPQ the "new long-term shareholder" of ALSTOM.
Concerning BOMBARDIER INC., the sale will mainly be carried out in cash, the amount of the
reinvestment being limited to approximately €500 million. These reinvestment transactions will
give rise to two reserved capital increases, at unit subscription prices of €44.45 and €47.5
respectively for CDPQ and BOMBARDIER INC. A capital increase open to all ALSTOM
shareholders of approximately €2 billion is also planned to refinance the acquisition debt.

Work performed
Given the nature of the Transaction, involving the acquisition of BOMBARDIER TRANSPORTATION
shares by ALSTOM HOLDINGS and the reinvestment by the sellers of part of the proceeds in
ALSTOM SA through two reserved capital increases, our work involved an overall assessment
of the Transaction and an evaluation of both ALSTOM SA and BOMBARDIER TRANSPORTATION.
Our work consisted mainly in :

x

Reviewing the legal documentation relating to the Transaction (in particular the
memorandum of understanding signed on 17 February 2020, the Acquisition
Agreement and its appendices, as well as the two investment agreements signed on
16 September 2020), within the strict limits and for the sole purpose of collecting the
information useful to our engagement;

x

Meeting, on various occasions, with the management of the companies both to
understand the context of the Transaction and to understand the business prospects
and financial forecasts resulting from it;

x

Implementing a consistent multi-criteria assessment approach for ALSTOM and
BOMBARDIER TRANSPORTATION,

x

Reading the terms and conditions for determining the subscription price of ALSTOM
shares;

x

Preparing a fairness opinion to the Board of Directors of ALSTOM setting out the valuation
of the BOMBARDIER TRANSPORTATION and ALSTOM shares and our opinion as to the fairness
of the financial terms and conditions of the Transaction.

Our procedures correspond to the implementation of the procedures described above. They
are not similar to an audit or Independent Business Review of the forecasts established by
BOMBARDIER TRANSPORTATION and ALSTOM.

Opinion on the acquisition Price of BOMBARDIER TRANSPORTATION
We implemented a multi-criteria valuation approach for BOMBARDIER TRANSPORTATION to
assess the purchase price between €5.5 billion and €5.9 billion before cash adjustments.
To conduct our work, we reviewed notes by analysts who monitor BOMBARDIER INC. and have
published a valuation of BOMBARDIER TRANSPORT, BOMBARDIER TRANSPORTATION's business
plan drawn-up in the 4th quarter 2019 and ALSTOM'S revisions to this plan to incorporate the
events that have occurred since that date. It should be noted that this revised plan reflects a
level of project risk coverage deemed to be adequate for the risks estimated for the projects,
per the exchanges between ALSTOM and BOMBARDIER as well as ALSTOM's assessments.
Based on our work, we concluded that the price of €5.5 billion (the low end of the abovementioned acquisition price range before cash adjustment) for 100% of BOMBARDIER
TRANSPORTATION's shares resulted in a significant control premium which is justified by the
existence of significant synergies expected from the Transaction for a total discounted amount
estimated at €3.3 billion, including their implementation cost, and by the strategic nature of the
Transaction for ALSTOM.
If we assume that all of the synergies expected from the Transaction will be materialized, the
Transaction would create value for ALSTOM's shareholder, which would then translate into an
increase in earnings per share in the medium term.
On these bases, we consider that the acquisition price for 100% of BOMBARDIER
TRANSPORTATION's shares is fair from a financial point of view, especially since the combined
group will be made stronger over the long term by a critical mass that will diversify its risk in a
highly competitive global environment.

Opinion on the conditions for reinvestment by the sellers in ALSTOM
It should be noted that subscriptions of the capital increases reserved for CDPQ and
BOMBARDIER INC. will reach an amount of approximately €3.1 billion, enabling the financing of
a very substantial part of the acquisition of BOMBARDIER TRANSPORTATION.
The subscription prices of these reserved capital increases were determined on the basis of
average share prices in February 2020, the date at which the share price level could be
considered high. The evolution of ALSTOM's share price since that date does not call into
question this observation.
The subscription at a slightly lower price for CDPQ compared to BOMBARDIER INC. does not
call for any remark since CDPQ reinvests 100% of the price and an additional amount of
€700 million, which will put it in a position as the main shareholder of ALSTOM for the long term.
Finally, the anti-dilutive mechanism from which the two investors benefit, aims to allow them
to benefit from economic rights equivalent to those of ALSTOM's shareholders, in particular if
the open capital increase took place prior to the capital increases reserved for them.
On these bases, we consider that the subscription prices of the capital increases reserved for
CDPQ and BOMBARDIER INC. are fair from a financial point of view, and that the anti-dilution
mechanisms retained by the parties do not call for any further comments on our part.

ANNEX 2
ORGANISATION CHART OF THE ALSTOM GROUP FOLLOWING THE TRANSACTION

Annex 2

ORGANISATION CHART OF THE ALSTOM GROUP FOLLOWING THE TRANSACTION

Bombardier Inc.

CDPQ

Bombardier
UK Holding Limited

CDP Investissements Inc.
S: ~ 18%
VR: ~ 18%

Other shareholders
S: ~ 69%
VR: ~ 69%

S: ~ 3%
VR: ~ 3%

Alstom S.A.

Alstom Holdings S.A.

Bombardier Transport France
SAS*

Bombardier Transport
(excluding Bombardier
Transport France SAS*)

Legend
S:

percentage of ownership of Alstom SA’s share capital

VR:

percentage of ownership of Alstom SA’s voting rights

*:

The acquisition of Bombardier Transport SAS by Alstom Holding S.A. would occur immediately after the
acquisition of Bombardier Transport by Alstom Holdings S.A.
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Annex 3
SITUATIONS IN WHICH THE NUMBER OF SHARES ISSUED IN CONNECTION WITH THE
CAPITAL INCREASE RESERVED FOR BOMBARDIER WILL BE ADJUSTED

The content of Annex 3 (Conditions of adjustment of the number of ordinary shares to be issued pursuant
to the eighth resolution) to the draft resolutions submitted to the general meeting of 29 October 2020, which
sets forth the situations of adjustment of the number of securities issued as part of the capital increase
reserved for Bombardier UK Holding Limited (hereinafter, the “Bombardier Beneficiary”) is reproduced
below.
Subsequent to any of the following transactions:
1.
2.
3.
4.
5.
6.
7.
8.
9.

financial transactions conferring listed preferential subscription rights;
the free distribution of listed warrants;
the free distribution of shares to shareholders, share split or reverse share split;
the capitalization of reserves, profits or premiums through an increase in the nominal value of
shares;
the distribution of reserves and/or premiums, in cash or in kind;
the free distribution to the Company’s shareholders of any financial instrument other than shares;
the buy-back by the Company of its own shares at a price higher than the market price;
the redemption of share capital; and
a change in the statutory rules relating to allocation of the profits and/or issuance of preferred shares;

which the Company may carry out as from 17 February 2020, the number of ordinary shares to be issued
to the benefit of the Bombardier Beneficiary pursuant to the eighth resolution of this general meeting (the
“Bombardier Relevant Number”) will be adjusted without any further subscription payment from the
holders of Class B Preferred Shares (the Bombardier Relevant Number, as adjusted, being the “Adjusted
Bombardier Relevant Number”) as set forth below.

1.

In the event of a financial transaction conferring listed preferential subscription rights, the Adjusted
Bombardier Relevant Number will be determined by multiplying the Bombardier Relevant Number
in effect prior to the commencement of the relevant transaction by the following ratio:
Value of the shares after detachment of the subscription right
+ value of the subscription right
Value of the shares after detachment of the subscription right
For the purpose of the calculation of this ratio, the value of the share after detachment of
the subscription right will be equal to its VWAP on Euronext Paris for each day included
in the subscription period (with volume weighting, in such a way to result in a VWAP over
the entire period and not an average of daily VWAPs, it being specified as may be
necessary that whenever it is referred in this Annex to a VWAP for each trading day
included in a given period, such calculation method shall be used over the relevant period)
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and the value of the subscription right will be equal to its VWAP on Euronext Paris for
each trading day included in the listing period.
2.

In the event of a financial transaction involving the free distribution of listed warrants to
shareholders with the corresponding ability to place on the market the securities resulting from the
exercise of warrants that were unexercised by their holders at the end of the subscription period
that applies to them, the Adjusted Bombardier Relevant Number will be determined by multiplying
the Bombardier Relevant Number in effect prior to the commencement of the relevant transaction
by the following ratio:
Value of the shares after distribution of the warrant
+ value of the warrant
value of the shares after distribution of the warrant
For the purpose of the calculation of this ratio,

3.

(i)

the value of the share after distribution of the warrant will be equal to the volume-weighted
average of (x) the price of the shares listed on Euronext Paris on each trading day of the
subscription period, and (y) (a) the transfer price of the securities sold within the framework
of the placement, if such securities are shares fungible with the existing shares, applying
the volume of shares sold within the framework of the placement to the transfer price or
(b) the price of the shares listed on Euronext Paris on the determination date of the sale
price of the securities sold within the framework of the placement if such securities are not
shares fungible with the existing shares.

(ii)

the value of the warrant will be equal to the volume-weighted average of (i) the prices of
the warrants on Euronext on each trading day of the subscription period, and, (ii) the
implicit value (valeur implicite) of the warrants resulting from the sale price of the
securities sold within the framework of the placement – which corresponds to the
difference (if it is positive), adjusted by the warrants’ exchange ratio, between the sale price
of the securities sold within the framework of the placement and the subscription price of
the securities through exercise of the warrants – by applying the volume of exercised
warrants to the price so determined in order to allocate the securities sold within the
framework of the placement.

In the event of the free distribution of shares to shareholders, share split or reverse share split, the
Adjusted Bombardier Relevant Number will be determined by multiplying the Bombardier
Relevant Number in effect prior to the commencement of the relevant transaction by the following
ratio:
Number of shares comprising the share capital after the transaction
Number of shares comprising the share capital before the transaction
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4.

In the event of a share capital increase by capitalization of reserves, profits or premiums carried out
by increase in the nominal value of the shares, the nominal value of the ordinary shares to be
allocated to the Bombardier Beneficiary will be increased accordingly.

5.

In the event of distribution by the Company of any reserve or premium, in cash or in kind, the
Adjusted Bombardier Relevant Number will be determined by multiplying the Bombardier
Relevant Number in effect prior to the distribution by the following ratio
Value of the shares before distribution
value of the shares before distribution - value of the distribution

6.

In the event of a free distribution to the Company’s shareholders of financial instruments or
securities other than the shares, the Adjusted Bombardier Relevant Number will be determined as
follows:

(a)

if the right to the free allocation of financial instruments or securities was admitted to trading on
Euronext Paris, by multiplying the Bombardier Relevant Number in effect prior to the
commencement of the relevant transaction by the following ratio:
Value of the share ex-right to free allocation + value of the free allocation right
Value of the share ex-right to free allocation
For the purpose of the calculation of this ratio:

(b)

(A)

the value of the share ex-right to free allocation will be equal to the volumeweighted average share price on Euronext Paris of the share ex-right to free
allocation during the first three trading days on which the shares are listed ex-right
to free allocation;

(B)

the value of the free allocation right will be determined as indicated in the
paragraph above. If the free allocation right is not listed during each of the three
trading days above mentioned, then its value will be determined by an Independent
Expert.

if the right to free allocation of financial instruments or securities was not admitted to trading on
Euronext Paris, by multiplying the Bombardier Relevant Number in effect prior to the
commencement of the relevant transaction by the following ratio:
Value of the share ex-right to free allocation
+ value of the security or financial instrument allocated per share
Value of the share ex-right to free allocation
For the purpose of the calculation of this ratio:
(A)

the value of the share ex-right to free allocation will be determined as indicated in
paragraph 6(a) above;
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(B)

7.

if the financial instruments or securities allocated are listed or may become listed
on Euronext Paris, within ten trading days beginning on the date on which the
shares are listed ex-distribution, then the value of the financial instruments
allocated per share will be equal to the volume-weighted average of the price of
such financial instruments recorded on such market during the first three trading
days of this period during which such securities are listed. If the financial
instruments allocated are not listed during at least three trading days within such
period, then the value of the financial instruments allocated per share will be
determined by an Independent Expert.

In the event of a buy-back by the Company of its own shares at a price higher than the market price,
the Adjusted Bombardier Relevant Number will be determined by multiplying the Bombardier
Relevant Number in effect prior to the commencement of the repurchase by the following ratio:
Share value x (1 – Pc%)
Share value – (Pc% x Repurchase price)

For the purpose of the calculation of this ratio:

8.

(i)

Share value means the VWAP of the share on Euronext Paris during the ten trading days
immediately preceding such repurchase (or the option to repurchase);

(ii)

Pc% means the percentage of repurchased capital; and

(iii)

Repurchase price means the actual price at which shares are repurchased.

In the event of a redemption of share capital, the Adjusted Bombardier Relevant Number will be
determined by multiplying the Bombardier Relevant Number in effect prior to the commencement
of the relevant transaction by the following ratio:
Value of the share before redemption
Value of the share before redemption – Amount of redemption per share
For the purpose of the calculation of this ratio, the value of the share before redemption will be
equal to the VWAP of the Company’s share on Euronext Paris during the ten trading days
immediately preceding the trading day on which the shares are listed ex-redemption.
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9.

In the event of the modification by the Company of its statutory rules relating to profits allocation
and/or the issuance of preferred shares resulting in such a change, the Adjusted Bombardier
Relevant Number will be determined by multiplying the Bombardier Relevant Number in effect
prior to the commencement of the relevant transaction by the following ratio:
Value of the share before the change
Value of the share before the change – reduction per share of the right to profits
For the purpose of the calculation of this ratio:
(A)

the value of the share before the change will be determined on the basis of the
VWAP of the share on Euronext Paris during the three trading days immediately
preceding the day of such change;

(B)

the reduction per share of the rights to profits will be determined by an Independent
Expert.

Notwithstanding the above, if such preferred shares are issued with shareholders’
preferential subscription rights or by the free distribution to shareholders of warrants
exercisable for such preferred shares, the new Subscription Price will be adjusted in
accordance with paragraphs 1 or 6 above.
In the event of the creation of preferred shares that do not lead to a modification of the
distribution of profits, the Adjusted Bombardier Relevant Number will be determined by
an Independent Expert.
In any case, a single transaction cannot lead to the application of several adjustments provided for in
paragraphs 1 to 9 above. In case the Company completes a transaction for which several adjustments would
be applicable, priority will be given to legal adjustments.
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TERMS AND CONDITIONS OF THE PREFERRED SHARES
Capitalized terms used in these Terms and Conditions shall have the meaning ascribed to them in Annex A
(Definitions) hereto.
Issuer

Alstom S.A. (“Alstom” or the “Company”).

Securities

Mandatorily convertible preferred shares of the Company (the “Class B
Preferred Shares”).

Legal Issue basis:

Class B Preferred Shares issued pursuant to the sixth resolution of
Alstom’s shareholders meeting convened for 29 October 2020.

Subscriber:

CDP Investissements Inc. (“CDPI”).

Nominal Value:

EUR 7 per Class B Preferred Share.

Issue Dates

On the Completion Date, simultaneously to Completion (the “First Issue
Date”, the Class B Preferred Shares issued on the First Issue Date being
referred to as the “Completion Class B Preferred Shares”); and on the
date of payment of the Post-Completion Price Adjustment, if any (the
“Second Issue Date”, the Class B Preferred Shares issued on the Second
Issue Date being referred to as the “Post-Completion Class B Preferred
Shares”).

Subscription Price:

EUR 44.45 including an issue premium of EUR 37.45 per Class B
Preferred Share.

Means of Payment of
the Subscription
Price:

For the Completion Class B Preferred Shares, by set-off up to the
Completion Payment payable by Alstom Holdings to CDPI on the
Completion Date (after delegation of such payment obligation by Alstom
Holdings to the Issuer) and seven hundred million euros, in cash payable
on the First Issue Date; and for the Post-Completion Class B Preferred
Shares, by set-off up to the Post-Completion Price Adjustment amount
payable by Alstom Holdings to CDPI on the relevant date (after delegation
of such payment obligation by Alstom Holdings to the Issuer).

Number of Class B
Preferred Shares
Issued

The Completion Class B Preferred Shares shall be issued, at the
Subscription Price, in a number equal to the quotient (rounded down to the
nearest integer) having for numerator the sum of the Completion Payment
and seven hundred million euros, and for denominator the Subscription
Price.
The Post-Completion Class B Preferred Shares shall be issued, at the
Subscription Price, in a number equal to the quotient (rounded down to the
nearest integer) having for numerator the Post-Completion Price
Adjustment amount and for denominator the Subscription Price.
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Unavailable
Accounts:

The issue premium resulting from the Subscription Price shall be allocated
to an “issue premium” account for the purpose of paying up the CDPQ
Ordinary Shares, and such account (the “Unavailable Account”) shall be
unavailable for any other purpose without the consent of the holder(s) of
the majority of the Class B Preferred Shares until the conversion of all
Class B Preferred Shares into ordinary shares. Where the completion of a
transaction triggering the Rights Issue Adjustment or the Other
Adjustments is likely to result in an the impossibility to issue all CDPQ
Ordinary Shares using the Unavailable Account only, Alstom shall transfer
to a reserve account (the “Additional Unavailable Account”) no later
than the effective date of any such transaction, such amount of premium
or reserve reasonably necessary to allow the conversion in full of the Class
B Preferred Shares into the CDPQ Ordinary Shares, the amount of reserve
or premium so transferred becoming unavailable for any other purpose
than this one.

Form:

Class B Preferred Shares shall be in registered or bearer form.

Rights and
obligations attached
to the Class B
Preferred Shares:

Subject to the specific provisions provided for in these Terms and
Conditions, each Class B Preferred Share shall benefit from the same rights
attached to a Company’s ordinary share and shall be subject to the same
obligations attached to such ordinary share. In particular:


each Class B Preferred Share shall carry one voting right at any
Alstom’s shareholders meeting,



at any given time, each Class B Preferred Share shall give right in
the Company’s assets and the distribution of dividends (excluding
reserves and/or premiums) to the product of (i) the right attached
to an ordinary share of the Company pursuant to the terms set out
in Article 21 and 23 of Alstom’s articles of association by (ii) the
number of CDPQ Ordinary Share(s) to which the said Class B
Preferred Share would give right upon conversion if the
conversion of the said Class B Preferred Share occurred on the
date of the distribution decision;

The Class B Preferred Shares shall not carry any preferential subscription
rights (droit préférentiel de souscription).
As long as CDPI, Caisse de Dépôt et Placement du Québec and its
Affiliates hold 50% of the Class B Preferred Shares, and in case of
completion of one of the cases of adjustment of the CDPQ Ordinary Shares
Number or the Adjusted CDPQ Ordinary Shares Number set forth in the
section “Other Adjustments” of these Terms and Conditions, no resolution
may be passed at an extraordinary shareholders meeting of the Company
held before the Conversion Date of the Class B Preferred Shares into
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CDPQ Ordinary Shares without Caisse de dépôt et placement du Québec’s
prior approval having been obtained.
The Class B Preferred Shares shall also be entitled to specific conversion
rights as set out below.
Conversion Date of
the Class B Preferred
Shares:

The Class B Preferred Shares shall be automatically and mandatorily
converted into Alstom’s ordinary shares (the “CDPQ Ordinary Shares”):
(i)

in the event the Rights Issue is completed before the relevant Issue
Date, on the relevant Issue Date (immediately following the
issuance of the Class B Preferred Shares); or

(ii)

in the event the Rights Issue is not completed before the relevant
Issue Date, on the earlier of:
a) the settlement and delivery’s date of the Rights Issue; and
b) the first anniversary of the Completion Date,

(each a “Relevant Date”).
Conversion of the
Class B Preferred
Shares:

On any applicable Relevant Date, the outstanding Class B Preferred Shares
shall be automatically and mandatorily converted into the same number of
ordinary shares of the Company (the “CDPQ Ordinary Shares
Number”), subject to the Rights Issue Adjustment, the Other Adjustments
and the Caps described below, without any cash payment required from the
holders of the Class B Preferred Shares, the nominal value of the ordinary
shares to be issued being subscribed using the Unavailable Account and/or
the Additional Unavailable Account.
The CDPQ Ordinary Shares shall rank pari passu with the other
Company’s ordinary shares. The CDPQ Ordinary Shares shall be issued at
the same nominal value of the Company’s ordinary shares.

Rights Issue
Adjustment:

If the Rights Issue is completed before the relevant Issue Date or after the
relevant Issue Date but before the first anniversary of the Completion Date,
the CDPQ Ordinary Shares Number shall be adjusted as follows (the
“Adjusted CDPQ Ordinary Shares Number”):
Adjusted CDPQ Ordinary Shares Number = CDPQ Ordinary Shares
Number x (VALEX+ VALDPS) / VALEX
where:


VALEX is equal to the VWAP of Alstom’s ordinary share for each
trading day included in the subscription period of the Rights Issue
(with volume weighting, in such a way to result in a VWAP over
the entire period and not an average of daily VWAPs, it being
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specified as may be necessary that whenever it is referred in these
Terms and Conditions (including, as may be applicable, in Annex
B to these Terms and Conditions) to a VWAP for each trading day
included in a given period, such calculation method shall be used
over the relevant period),


VALDPS is equal to the VWAP of Alstom’s preferential
subscription rights traded for each trading day included in the
listing period, and



VWAP is equal to the volume-weighted average price of the
Company’s ordinary share or of the preferential subscription right.

In the event that the total Adjusted CDPQ Ordinary Shares Number
obtained by application of the formula above is not an integer, the Adjusted
CDPQ Ordinary Shares Number shall be rounded downwards to the
nearest integer.
Other Adjustments:

The CDPQ Ordinary Shares Number or the Adjusted CDPQ Ordinary
Shares Number (as the case may be) shall be adjusted (the relevant number,
as adjusted, being the “Further Adjusted CDPQ Ordinary Shares
Number”) as the case may be, as set out in Annex B in the event the
following transactions are completed as from 17 February 2020, insofar as
the holders of Class B Preferred Shares did not fully benefit therefrom in
another manner:










financial transactions conferring listed preferential subscription
rights;
free distribution of listed warrants;
free distribution of shares to shareholders, share split or reverse
share split;
capitalization of reserves, profits or premiums through an increase
in the nominal value of shares;
distribution of reserves and/or premiums, in cash or in kind;
free distribution to the Company’s shareholders of any financial
instrument other than shares;
buy-back by the Company of its own shares at a price higher than
the market price;
redemption of share capital; and
a change in the statutory rules relating to allocation of the profits
and/or issuance of preferred shares.

In the event that the Further Adjusted CDPQ Ordinary Shares Number
obtained by application of the relevant formula set out in Annex B is not
an integer, the Further Adjusted CDPQ Ordinary Shares Number shall be
rounded downwards to the nearest integer.
Notwithstanding the above, the CDPQ Ordinary Shares Number, the
Adjusted CDPQ Ordinary Shares Number or the Further Adjusted CDPQ
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Ordinary Shares Number, as the case may be, shall not exceed a number
such that any of the following numbers would be negative (the “Caps”):
a) the number (NC) (rounded downwards to the nearest integer)
equal to the following formula:
NC = NS x 29.9% – CS
where:
NS = the latest total number of Alstom’s shares published on the
Company’s website at the Relevant Date;
CS = the total number of securities held or deemed held by Caisse
de dépôt et placement du Québec and its Affiliates at the Relevant
Date, determined in accordance with Articles L. 233-7 and L. 2339 of the French Commercial Code;
b) the number (NR) (rounded downwards to the nearest integer)
equal to the following formula:
NR = NV x 29.9% – CV
where:
NV = the latest total number of Alstom’s voting rights published
on the Company’s website at the Relevant Date;
CV = the total number of voting rights pertaining to Alstom’
shares held or deemed held by Caisse de dépôt et placement du
Québec and its Affiliates at the Relevant Date, determined in
accordance with Articles L. 233-7 and L. 233-9 of the French
Commercial Code.
It is specified that in all circumstances where the Caps have resulted in the
non-issuance of CDPQ Ordinary Shares that would have been issued on
the Conversion Date but for the Caps (such non-issued shares, the “NonIssued Shares”), then the Company shall pay to the holders of the Class B
Preferred Shares on the applicable Conversion Date an amount in euros
and in immediately available funds equal to the product of (i) the NonIssued Shares by (ii) the price of one ordinary share of Alstom at the
closing of the trading day preceding the conversion.
Procedure:

Based on the delegation granted by the Company’s shareholders general
meeting, Alstom’s Board of Directors shall have all the power to determine
the number of the CDPQ Ordinary Shares to be issued, acknowledge the
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conversion of the Class B Preferred Shares and subsequently amend the
Company’s articles of association.
Merger/Demerger:

In accordance with Article L. 228-17 paragraph 2 of the French
Commercial Code the merger or demerger of the Issuer shall be submitted
to the approval of the special assembly of the holders of the Class B
Preferred Shares.

Special Assembly:

The holders of the Class B Preferred Shares shall be constituted in a special
meeting subject to the quorum and majority rules provided for in Article
L. 225-99 of the French Commercial Code.

Transfer:

Subject to (i) transfer to Caisse de dépôt et placement du Québec, (ii)
transfer made to CDPI’s Affiliates, (iii) transfer made following the filing
of a tender offer, (iv) transfer approved by the Issuer, (v) transfer effected
following the opening of a procedure set forth in Livre Sixième of the
French Commercial Code in relation to the Issuer, and (vi) transfer made
to allow Caisse de Dépôt et Placement du Québec and its Affiliates to fall
at a level not below 19.8 percent prior to a distribution, the Class B
Preferred Shares may not be transferred, directly or indirectly, in any
manner whatsoever (the “Lock-Up Period”).

Listing:

The Class B Preferred Shares shall not be listed or admitted to trading on
any stock exchange; but Caisse de dépôt et placement du Québec shall be
entitled to request Alstom to apply for such listing on Euronext Paris and
the Company shall be required to perform such listing as soon as possible
following Caisse de dépôt et placement du Québec’s request, in all
circumstances where Caisse de dépôt et placement du Québec or CDPI is
entitled to, and wish to transfer its Class B Preferred Shares to a third party
(other than an Affiliate) during the Lock-Up Period (pursuant to the
provisions of the Section “Transfer” of these Terms and Conditions).
Applications will also be made for the admission to trading on Euronext
Paris of the new ordinary shares issued upon conversion of the Class B
Preferred Shares.

Governing Law and
Jurisdiction:

The Class B Preferred Shares shall be governed by, and shall be construed
in accordance with, the laws of France and any dispute arising therefrom
or in connection therewith shall be submitted to the exclusive jurisdiction
of the appropriate courts in the jurisdiction of the Court of Appeal of Paris,
France.
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Annex A to the Terms and Conditions of the Class B Preferred Shares
Definitions
“Additional Unavailable
Account”

shall have the meaning set forth in the section “Unavailable
Accounts” of these Terms and Conditions;

“Adjusted CDPQ Ordinary
Shares Number”

shall have the meaning set forth in the section “Rights Issue
Adjustment” of these Terms and Conditions;

“Affiliate”

means in relation to any undertaking, any subsidiary or holding
company of that undertaking, and any subsidiary of any such
holding company, and any other undertaking directly or indirectly
Controlling, Controlled by, or under direct or indirect common
Control with such undertaking, in each case from time to time, it
being specified that portfolio companies of Caisse de dépôt et
placement du Québec and its Affiliates shall not be Affiliates;

“Alstom”

shall have the meaning set forth in the section “Issuer” of these
Terms and Conditions;

“Alstom Holdings”

means Alstom Holdings, a French limited liability company
(société anonyme) registered with the Trade and Companies
Register of Bobigny under number 347 951 238, having its
registered office at 48, rue Albert Dhalenne, 93400 Saint-Ouensur-Seine, France;

“Bombardier”

means Bombardier Inc., a corporation existing under the laws of
Canada, having its registered office at 800, Boulevard René
Lévesque West, 29th Floor, Montréal registered under number
1143920115;

“Caps”

shall have the meaning set forth in the section “Other Adjustments”
of these Terms and Conditions;

“CDPI”

shall have the meaning set forth in the section “Subscriber” of these
Terms and Conditions;
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“CDPQ Ordinary Shares”

shall have the meaning set forth in the section “Conversion Date of
the Class B Preferred Shares” of these Terms and Conditions;

“CDPQ Ordinary Shares
Number”

shall have the meaning set forth in the section “Conversion of the
Class B Preferred Shares” of these Terms and Conditions;

“Class B Preferred Shares”

shall have the meaning set forth in the section “Securities” of these
Terms and Conditions;

“Company”

shall have the meaning set forth in the section “Issuer” of these
Terms and Conditions;

“Completion”

means the completion of the Transaction in accordance with the
SPA;

“Completion Class B
Preferred Shares”

shall have the meaning set forth in the section “Issue Dates” of
these Terms and Conditions;

“Completion Date”

means the date of the Completion;

“Completion Payment”

means the portion of the consideration payable by the Company to
CDPI, BT Rail I L.P. and BT Rail II L.P. on Completion pursuant
to the SPA;

“Control”

means, in relation to any undertaking (being the Controlled
Person), being entitled to:
(a) exercise, or control the exercise of, (directly or indirectly)
more than fifty per cent (50%) of the voting power at any
general meeting of the shareholders, members or partners
or other equity holders (and including, in the case of a
limited partnership, of the limited partners) in respect of
all or substantially all matters falling to be decided by
resolution or meeting of such Controlled Person; or
(b) appoint or remove or control the appointment or removal
of:
(i) directors on the Controlled Person’s board of
directors, supervisory board or any other similar
governing body (or, in the case of a limited
partnership, of the board or similar governing body
of its general partner) who are able (in the
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aggregate) to exercise more than fifty per cent
(50%) of the voting power at meetings of that
board, supervisory board or similar governing body
in respect of all or substantially all matters;
(ii) any managing member of such Controlled Person;
or
(iii) in the case of a limited partnership, its general
partner; or
(c) exercise a dominant influence over the Controlled Person
(otherwise than solely as a fiduciary) by virtue of the
provisions contained in its constitutional documents or, in
the case of a trust, trust deed or pursuant to an agreement
with other shareholders, partners or members of the
Controlled Person.
“First Issue Date”

shall have the meaning set forth in the section “Issue Dates” of
these Terms and Conditions;

“Further Adjusted CDPQ
Ordinary Shares Number”

Shall have the meaning set forth in the section “Other
Adjustments” of these Terms and Conditions;

“Issue Date”

means the First Issue Date or the Second Issue Date, as applicable;

“Issuer”

shall have the meaning set forth in the section “Issuer” of these
Terms and Conditions;

“Lock-Up Period”

shall have the meaning set forth in the section “Transfer” of these
Terms and Conditions;

“Non-Issued Shares”

shall have the meaning set forth in the section “Other Adjustments”
of these Terms and Conditions;

“Post-Completion Price
Adjustment”

means the final and aggregated result of the adjustments to be made
(if any), up to a maximum amount of one hundred and fifty million
euros, to the consideration payable by the Company to CDPI or its
Affiliates on the Completion Date, as such consideration and
adjustments are determined in accordance with the SPA;

“Post-Completion Class B
Preferred Shares”

shall have the meaning set forth in the section “Issue Dates” of
these Terms and Conditions;

Page 9 of 15

Annex 4

“Relevant Date”

shall have the meaning set forth in the section “Conversion Date of
the Class B Preferred Shares” of these Terms and Conditions;

“Rights Issue”

means the right issue (augmentation de capital avec droit
préférentiel de souscription) of Alstom of an amount (premium
included) of c. EUR 2,000,000,000 (two billion) with a
subscription period ending before or after the Completion ;

“Second Issue Date”

shall have the meaning set forth in the section “Issue Dates” of
these Terms and Conditions;

“SPA”

means the agreement entered into between, inter alia, the
Company, CDPI and Bombardier for the sale and purchase of the
global rail solutions division of Bombardier;

“Subscription Price”

shall have the meaning set forth in the section “Subscription Price”
of these Terms and Conditions;

“Terms and Conditions”

means these terms and conditions of the Class B Preferred Shares,
including any section, annex and/or schedule hereof or hereto;

“Transaction”

means the acquisition by the Company, directly or indirectly,
through any of its subsidiaries, of the sole control, directly or
indirectly, over the entities forming part of the global rail solutions
division of Bombardier;

“Unavailable Account”

shall have the meaning set forth in the section “Unavailable
Accounts” of these Terms and Conditions.
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Annex B to the Terms and Conditions of the Class B Preferred Shares
Other Adjustments

Subsequent to any of the following transactions:
1.
2.
3.
4.
5.
6.
7.
8.
9.

financial transactions conferring listed preferential subscription rights;
the free distribution of listed warrants;
the free distribution of shares to shareholders, share split or reverse share split;
the capitalization of reserves, profits or premiums through an increase in the nominal value of
shares;
the distribution of reserves and/or premiums, in cash or in kind;
the free distribution to the Company’s shareholders of any financial instrument other than shares;
the buy-back by the Company of its own shares at a price higher than the market price;
the redemption of share capital; and
a change in the statutory rules relating to allocation of the profits and/or issuance of preferred shares;

which the Company may carry out as from 17 February 2020, the CDPQ Ordinary Shares Number or the
Adjusted CDPQ Ordinary Shares Number (as applicable, the “CDPQ Relevant Number”) will be adjusted
without any further subscription payment from the holders of Class B Preferred Shares (the CDPQ Relevant
Number, as adjusted, being the Further Adjusted CDPQ Ordinary Shares Number) as set forth below.

1.

In the event of a financial transaction conferring listed preferential subscription rights (except for
the Rights Issue), the Further Adjusted CDPQ Ordinary Shares Number will be determined by
multiplying the CDPQ Relevant Number in effect prior to the commencement of the relevant
transaction by the following ratio:
Value of the shares after detachment of the subscription right
+ value of the subscription right
Value of the shares after detachment of the subscription right
For the purpose of the calculation of this ratio, the value of the share after detachment of
the subscription right will be equal to its VWAP on Euronext Paris for each day included
in the subscription period and the value of the subscription right will be equal to its VWAP
on Euronext Paris for each trading day included in the listing period.
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2.

In the event of a financial transaction involving the free distribution of listed warrants to
shareholders with the corresponding ability to place on the market the securities resulting from the
exercise of warrants that were unexercised by their holders at the end of the subscription period
that applies to them, the Further Adjusted CDPQ Ordinary Shares Number will be determined by
multiplying the CDPQ Relevant Number in effect prior to the commencement of the relevant
transaction by the following ratio:
Value of the shares after distribution of the warrant
+ value of the warrant
value of the shares after distribution of the warrant
For the purpose of the calculation of this ratio,

3.

(i)

the value of the share after distribution of the warrant will be equal to the volume-weighted
average of (x) the price of the shares listed on Euronext Paris on each trading day of the
subscription period, and (y) (a) the transfer price of the securities sold within the framework
of the placement, if such securities are shares fungible with the existing shares, applying
the volume of shares sold within the framework of the placement to the transfer price or
(b) the price of the shares listed on Euronext Paris on the determination date of the sale
price of the securities sold within the framework of the placement if such securities are not
shares fungible with the existing shares.

(ii)

the value of the warrant will be equal to the volume-weighted average of (i) the prices of
the warrants on Euronext on each trading day of the subscription period, and, (ii) the
implicit value (valeur implicite) of the warrants resulting from the sale price of the
securities sold within the framework of the placement – which corresponds to the
difference (if it is positive), adjusted by the warrants’ exchange ratio, between the sale price
of the securities sold within the framework of the placement and the subscription price of
the securities through exercise of the warrants – by applying the volume of exercised
warrants to the price so determined in order to allocate the securities sold within the
framework of the placement.

In the event of the free distribution of shares to shareholders, share split or reverse share split, the
Further Adjusted CDPQ Ordinary Shares Number will be determined by multiplying the CDPQ
Relevant Number in effect prior to the commencement of the relevant transaction by the following
ratio:
Number of shares comprising the share capital after the transaction
Number of shares comprising the share capital before the transaction
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4.

In the event of a share capital increase by capitalization of reserves, profits or premiums carried out
by increase in the nominal value of the shares, the nominal value of the CDPQ Ordinary Shares to
be allocated to CDPI will be increased accordingly.

5.

In the event of distribution by the Company of any reserve or premium, in cash or in kind, the
Further Adjusted CDPQ Ordinary Shares Number will be determined by multiplying the CDPQ
Relevant Number in effect prior to the distribution by the following ratio
Value of the shares before distribution
value of the shares before distribution - value of the distribution

6.

In the event of a free distribution to the Company’s shareholders of financial instruments or
securities other than the shares, the Further Adjusted CDPQ Ordinary Shares Number will be
determined as follows:

(a)

if the right to the free allocation of financial instruments or securities was admitted to trading on
Euronext Paris, by multiplying the CDPQ Relevant Number in effect prior to the commencement
of the relevant transaction by the following ratio:
Value of the share ex-right to free allocation + value of the free allocation right
Value of the share ex-right to free allocation
For the purpose of the calculation of this ratio:

(b)

(A)

the value of the share ex-right to free allocation will be equal to the volumeweighted average share price on Euronext Paris of the share ex-right to free
allocation during the first three trading days on which the shares are listed ex-right
to free allocation;

(B)

the value of the free allocation right will be determined as indicated in the
paragraph above. If the free allocation right is not listed during each of the three
trading days above mentioned, then its value will be determined by an Independent
Expert.

if the right to free allocation of financial instruments or securities was not admitted to trading on
Euronext Paris, by multiplying the CDPQ Relevant Number in effect prior to the commencement
of the relevant transaction by the following ratio:
Value of the share ex-right to free allocation
+ value of the security or financial instrument allocated per share
Value of the share ex-right to free allocation
For the purpose of the calculation of this ratio:
(A)

the value of the share ex-right to free allocation will be determined as indicated in
paragraph 6(a) above;
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(B)

7.

if the financial instruments or securities allocated are listed or may become listed
on Euronext Paris, within ten trading days beginning on the date on which the
shares are listed ex-distribution, then the value of the financial instruments
allocated per share will be equal to the volume-weighted average of the price of
such financial instruments recorded on such market during the first three trading
days of this period during which such securities are listed. If the financial
instruments allocated are not listed during at least three trading days within such
period, then the value of the financial instruments allocated per share will be
determined by an Independent Expert.

In the event of a buy-back by the Company of its own shares at a price higher than the market price,
the Further Adjusted CDPQ Ordinary Shares Number will be determined by multiplying the CDPQ
Relevant Number in effect prior to the commencement of the repurchase by the following ratio:
Share value x (1 – Pc%)
Share value – (Pc% x Repurchase price)

For the purpose of the calculation of this ratio:

8.

(i)

Share value means the VWAP of the share on Euronext Paris during the ten trading days
immediately preceding such repurchase (or the option to repurchase);

(ii)

Pc% means the percentage of repurchased capital; and

(iii)

Repurchase price means the actual price at which shares are repurchased.

In the event of a redemption of share capital, the Further Adjusted CDPQ Ordinary Shares Number
will be determined by multiplying the CDPQ Relevant Number in effect prior to the
commencement of the relevant transaction by the following ratio:
Value of the share before redemption
Value of the share before redemption – Amount of redemption per share
For the purpose of the calculation of this ratio, the value of the share before redemption will be
equal to the VWAP of the share on Euronext Paris during the ten trading days immediately
preceding the trading day on which the shares are listed ex-redemption.
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9.

In the event of the modification by the Company of its statutory rules relating to profits allocation
and/or the issuance of preferred shares resulting in such a change, the Further Adjusted CDPQ
Ordinary Shares Number will be determined by multiplying the CDPQ Relevant Number in effect
prior to the commencement of the relevant transaction by the following ratio:
Value of the share before the change
Value of the share before the change – reduction per share of the right to profits
For the purpose of the calculation of this ratio:
(A)

the value of the share before the change will be determined on the basis of the
VWAP of the share on Euronext Paris during the three trading days immediately
preceding the day of such change;

(B)

the reduction per share of the rights to profits will be determined by an Independent
Expert.
Notwithstanding the above, if such preferred shares are issued with shareholders’
preferential subscription rights or by the free distribution to shareholders of warrants
exercisable for such preferred shares, the new Subscription Price will be adjusted in
accordance with paragraphs 1 or 6 above.
In the event of the creation of preferred shares that do not lead to a modification of the
distribution of profits, the Further Adjusted CDPQ Ordinary Shares Number will be
determined by an Independent Expert.
In any case, a single transaction cannot lead to the application of several adjustments provided for in
paragraphs 1 to 9 above. In case the Company completes a transaction for which several adjustments would
be applicable, priority will be given to legal adjustments.
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To the shareholders:

Pursuant to my mission as the special benefits auditor charged with describing and assessing the
special benefits relating to the planned creation and issuance of Class B preferred shares, which was
entrusted to me by order of the Presiding Judge of the Bobigny Commercial Court dated 3 August 2020,
I have prepared this report in accordance with Article L. 228-15 of the French Commercial Code.
The features of the Class B preferred shares that your company may create and issue are described in
the draft resolutions, which include the planned changes to the Articles of Association, finalized by
your Board of Directors on 22 September 2020 and published in the Bulletin des Annonces Légales
Obligatoires on 23 September 2020.
My role is to describe and assess the special benefits attached to the Class B preferred shares. To that
end, I conducted diligence in accordance with the professional standards of the French Compagnie
Nationale des Commissaires aux Comptes (National Association of Statutory Auditors) with respect to
this mission.

My report is organized as follows:
1.

Background to the creation and issuance of the Class B preferred shares

2.

Diligence performed, description and assessment of the special rights or benefits

3.

Summary and key points

4.

Conclusion
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1. Background to the creation and issuance of the Class B preferred shares
1.1. ALSTOM
ALSTOM is a limited company (société anonyme) with share capital of €1,588,088,334, divided into
226,869,762 shares (as of 30 September 2020) with nominal value of €7 per share, fully paid up, and
all of the same class.
Its registered office is located at 48, rue Albert Dhalenne, in Saint-Ouen-sur-Seine (93400). It is
registered with the Trade and Companies Register under number 389 058 447 RCS Bobigny.
Its shares are listed on Euronext Paris under ISN Code FR0010220475- “ALO.” On 21 September of this
year, ALSTOM’s shares were added to the list of 40 stocks making up the CAC 40 index.
ALSTOM’s corporate purpose is, directly or indirectly:
x the conduct of all industrial, commercial, shipping, financial, real property and asset transactions in
France and abroad, notably in the following fields:
9 energy;
9 transmission and distribution of energy;
9 transport;
9 industrial equipment;
9 naval construction and repair work;
9 engineering and consultancy, design and/or production studies and general contracting
associated with public or private works and construction; and
9 more generally activities related or incidental to the above;
x participation, by every means, directly or indirectly, in any operations which may be associated with
its objects, by the creation of new companies, capital contributions, subscription or purchase of
stocks or rights, merger with such companies or otherwise; the creation, acquisition, lease or
takeover of business goodwill or businesses; the adoption, acquisition, operation or sale of any
processes and patents concerning such activities; and
x generally undertaking all industrial, commercial, financial and civil operations and real property and
asset transactions that may be directly or indirectly associated with the Company's objects or with
any similar or related object.
Furthermore, ALSTOM can take an interest, of whatever form, in any French or foreign business or
organisation.
ALSTOM, which refocused on mobility in 2016, is today one of the leading players in rail transportation.
The group offers a full range of solutions, from high-speed trains, metros, tramways, and e-buses to
integrated systems, personalised services, and infrastructure, digital mobility, and signalling solutions.
During its most recent fiscal year ended 31 March 2020, the group recorded €9.9 billion in orders,
bringing its backlog to €40.9 billion. It had revenue of €8.2 billion. Its adjusted operating income was
€630 million, and its net profit from continuing activities, group share, was €446 million.
As of 31 March 2020, ALSTOM had shareholders’ equity of €3,328 million and net cash of €1,178
million.
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1.2. Summary description of the background to the planned transaction
ALSTOM announced on 17 February 2020 that it had signed a Memorandum of Understanding with
BOMBARDIER Inc. and Caisse de dépôt et placement du Québec (“CDPQ”) in view of the acquisition of
BOMBARDIER TRANSPORTATION. 1
As stated in the press release of 17 February 2020, the acquisition of BOMBARDIER TRANSPORTATION
(the 4th largest player in the industry) “is a one-time opportunity coming at the right moment for
Alstom, having significantly strengthened its operational and financial profile over the past 4 years to
accelerate its strategic roadmap, and adding to Alstom complementary commercial and industrial
platforms.”
On 31 July 2020, the European Commission authorized ALSTOM’s planned acquisition of BOMBARDIER
TRANSPORTATION, subject to certain conditions (disposal commitments proposed by ALSTOM on 11
July).
On 16 September 2020, ALSTOM, ALSTOM HOLDINGS (a wholly owned subsidiary of ALSTOM),
BOMBARDIER Inc., BOMBARDIER UK HOLDING LIMITED (a wholly owned subsidiary of BOMBARDIER
Inc.), CDPQ, CDP INVESTISSEMENTS Inc., BT Rail I L.P., and BT Rail II L.P. (wholly owned subsidiaries of
CDPQ) entered into a share purchase agreement relating to the acquisition.
The agreement provides for a purchase price in a range between €5.5 billion and €5.9 billion, subject
to certain adjustments. The preliminary contractual purchase price was estimated by ALSTOM at €5.3
billion, after taking into account the estimated potential post-completion adjustments and obligations
under the net cash position protection mechanism. 2 The final amount will be determined based on
BOMBARDIER TRANSPORTATION’s financial statements as of the completion date and the terms
agreed to in the acquisition agreement.
The acquisition is expected to be financed in part through a bank financing put in place in April 2020,
consisting of a €2.4 billion syndicated bridge loan to be refinanced through a capital increase with
maintenance of the preferential subscription right that ALSTOM plans to carry out for an amount of
approximately €2 billion (hereinafter, the “Capital Increase”), a bond issuance of up to approximately
€400 million, and the reinvestment by BOMBARDIER UK HOLDING LIMITED and CDP INVESTISSEMENTS
Inc. of a portion of the proceeds from the sale into ALSTOM’s capital, through capital increases of
ALSTOM reserved for them, on the terms agreed upon in two reinvestment agreements dated 16
September 2020. 3
Thus, it is planned that CDP INVESTISSEMENTS Inc. will reinvest a total amount of approximately €2,631
million through a capital increase of ALSTOM reserved for it, including the proceeds from the sale price
due by ALSTOM HOLDINGS on the completion date, 4 namely, an amount of approximately €1,931
million, by set-off of claims, 5 plus an additional amount of €700 million in cash.

1

All of the entities making up the Transportation division of BOMBARDIER Inc.
BOMBARDIER TRANSPORTATION’s net cash position on the transaction’s completion date will reduce the
purchase price on a euro-for-euro basis if BOMBARDIER TRANSPORTATION has a negative net cash position as
of 31 December 2020.
3
One between ALSTOM and BOMBARDIER UK HOLDING Limited, and the other among Alstom, CDPQ, CDP
INVESTISSEMENTS Inc., BT Rail I L.P., and BT Rail II L.P.
4 With the exception of the amounts invested by CDPQ in respect of the recapitalisation of BOMBARDIER
TRANSPORTATION and the return on such recapitalisations.
5 After a delegation by ALSTOM HOLDINGS to ALSTOM in respect of the payment of the sale price due by
ALSTOM HOLDINGS.
2
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In addition, if the amount of the second tranche of the acquisition price is positive and must be paid
by ALSTOM HOLDINGS to CDPQ, the claim for that amount will also be set off against CDP
INVESTISSEMENTS Inc.’s subscription for new shares issued by ALSTOM. 6
The reinvestment by CDPQ would be carried out through reserved capital increases by issuance of (i)
preferred shares, or, depending on the structure ultimately chosen, (ii) ordinary shares.
Following these transactions, CDPQ would be ALSTOM’s largest shareholder, holding approximately
18% of its share capital, depending on the financing and closing terms of the transaction. CDPQ has
undertaken, subject to certain exceptions, to retain its investment for at least 21 months following
completion of the transaction. In addition, CDPQ has agreed to a ten-year standstill following the
signature date of the reinvestment agreement entered into between ALSTOM and CDPQ and its
affiliates, during which period, unless it obtains ALSTOM’s approval, its equity investment is not to
exceed the higher of the two following amounts: (i) 22% of the share capital, and (ii) its equity
investment following the completion date of the acquisition plus 2%. In the event that it exceeds that
threshold, CDPQ must come into compliance within six months.
It is in that context that ALSTOM plans to create and issue a class of preferred shares, the Class B
preferred shares, reserved for CDPQ.
Therefore, you will be asked at the combined general shareholders’ meeting called for 29 October
2020 to vote, inter alia, on the following:
x a delegation of your competence to the Board of Directors to decide to issue, in one or more
issuances, with preservation of the shareholders’ preferential subscription right, ordinary shares as
well as any other securities giving immediate and/or future access to ordinary shares of ALSTOM or
of a company of which ALSTOM directly or indirectly holds more than one-half of the share capital,
up to an overall maximum nominal amount of capital increase of €790 million, representing
approximately 50% of ALSTOM’s share capital as of 31 August 2020, and in a nominal amount of
debt securities of €1.5 billion or its equivalent in any other currency or monetary unit (4th
resolution);
x subject to the condition precedent of the approval by your general shareholders’ meeting of the
4th, 6th, 7th, 8th, and 11th resolutions, the creation of a new class of preferred shares, the Class B
preferred shares, convertible into ordinary shares (5th resolution);
x subject to the conditions precedent of the approval by your general shareholders’ meeting of the
4th, 5th, 7th, 8th, and 11th resolutions and the definitive completion of the acquisition of
BOMBARDIER TRANSPORTATION, and effective on the date on which the latter condition precedent
is satisfied, a capital increase by issuance of Class B Preferred Shares reserved for CDP
INVESTISSEMENTS Inc., with elimination of the shareholders’ preferential subscription right,
pursuant to the following terms:
9 a subscription price per share of €44.45, including issuance premium of €37.45;
9 on the final completion date of the acquisition of BOMBARDIER TRANSPORTATION, a number
of Class B preferred shares equal to the purchase price due by ALSTOM to CDP
INVESTISSEMENTS Inc., BT RAIL I L.P., and BT RAIL II L.P. on such date, plus an amount of €700
million, divided by the unit subscription price referred to above;

6

after a delegation by ALSTOM HOLDINGS to ALSTOM in respect of the payment of that claim.
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9 in the event of a post-completion price adjustment, on the payment date of the amount of
such adjustment due by ALSTOM to CDP INVESTISSEMENTS Inc., BT RAIL I L.P., and BT RAIL II
L.P., a number equal to the amount of the adjustment, divided by the unit subscription price
referred to above.
9 a delegation of powers granted to the Board of Directors to implement this decision of capital
increase, in particular to formally acknowledge the full payment of the Class B preferred
shares issued pursuant to this resolution and the completion of the resulting capital increases,
to determine the number of ordinary shares to be issued upon conversion of the Class B
preferred shares, and to formally acknowledge the number of ordinary shares issued upon
conversion of the Class B preferred shares and the completion of the resulting capital
increases;
The capital increases carried out in accordance with this decision and this delegation of powers
(including, if applicable, upon the conversion of the Class B preferred shares into ordinary shares)
may not exceed a nominal amount of €570 million (6th resolution).
x a delegation of your competence to the Board of Directors to decide, subject to the conditions
precedent of the approval by your general shareholders’ meeting of the 4th, 5th, 6th, 8th, and 11th
resolutions and the final completion of the acquisition of BOMBARDIER TRANSPORTATION, and
effective as of the date on which the latter condition precedent is satisfied, a capital increase by
issuance of ordinary shares reserved for CDP INVESTISSEMENTS Inc., with elimination of the
shareholders’ preferential subscription right, pursuant to the following terms:
9 a price per share of €44.45, including issuance premium of €37.45;
9 a number of ordinary shares equal (subject to the adjustments referred to in Annex 2 to the
draft resolutions):
o

to the purchase price due by ALSTOM to CDP INVESTISSEMENTS Inc., BT RAIL I L.P.,
and BT RAIL II L.P. on the completion date of the acquisition of BOMBARDIER
TRANSPORTATION, plus an amount of €700 million, divided by the unit subscription
price referred to above, namely €44.45; and

o

in the event of a post-completion price adjustment, to the amount of the adjustment
due by ALSTOM to CDP INVESTISSEMENTS Inc., BT RAIL I L.P., and BT RAIL II L.P.,
divided by the unit subscription price referred to above, namely €44.45;

9 in the event that the number of ordinary shares to be issued is subject to an adjustment
described in Annex 2 to the draft resolutions, the unit issuance price would be adjusted in an
amount inversely proportional to the number of ordinary shares to be issued, such that the
aggregate issuance price for the ordinary shares to be issued would not be affected by such
adjustments;
9 on the dates to be determined by the Board of Directors.
The capital increases carried out in accordance with this delegation may not exceed a nominal
amount of €570 million (7th resolution).
A disclosed in the report of the Board of Directors, if, in accordance with applicable laws and
pursuant to the 6th resolution, class B preferred shares have been issued and are outstanding, the
Board of Directors will not be entitled to make use of the delegation of competence granted to it
in the 7th resolution.
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x a delegation of competence to the Board of Directors to decide, subject to the conditions
precedent of the approval by your general shareholders’ meeting of the 4th, 5th, 6th, 7th, and
11th resolutions and the definitive completion of the acquisition of BOMBARDIER
TRANSPORTATION, and effective as of the date on which the latter condition precedent is
satisfied, a capital increase by issuance of ordinary shares reserved for BOMBARDIER UK HOLDING
Limited, with cancellation of the shareholders’ preferential subscription right, pursuant to the
following terms and subject to the adjustments referred to in Annex 3 to the draft resolutions:
9 a price per share of €47.50, including issuance premium of €40.50;
9 on the dates and in a number to be determined by the Board of Directors;
9 in the event that the number of ordinary shares to be issued is subject to an adjustment
described in Annex 3 to the draft resolutions, the unit issuance price would be adjusted in the
same manner as that described in the previous resolution (8th resolution).
In the discussion below, the Class B preferred shares are referred to as the “Preferred Shares.”

2. Diligence performed, description and assessment of the special rights or benefits
2.1. Diligence performed
I conducted the diligence that I deemed necessary in accordance with the professional standards of
the French Compagnie Nationale des Commissaires aux Comptes (National Association of Statutory
Auditors) with respect to this mission, in order to assess the special benefits attached to the Preferred
Shares that may be created and issued.
To that effect, I conducted the following diligence:
x

I interviewed ALSTOM’s representatives and advisers, as well as CDPQ’s adviser, and reviewed
the available documentation in order to understand the context of the transaction and to
analyse the planned terms;

x

I obtained a copy of the share purchase agreement (the “SPA”) and of the two investment
agreements among ALSTOM and, respectively, CDPQ and its affiliates, and BOMBARDIER Inc.
and its affiliates;

x

I examined the information relating to the Preferred Shares and to the special rights that they
will confer as presented in the report of the Board of Directors, the draft resolutions for the
general shareholders’ meeting, and the terms and conditions of such shares, which must be
attached to the draft amended articles of association;

x

I carried out the verifications that I deemed necessary to assess the content of the special rights
granted and their impact on the position of the shareholders, carrying out various simulations
of the allocation of shares following the transactions;

x

I interviewed representatives of FINEXSI, the independent expert retained by ALSTOM to
prepare a fairness opinion on the terms of the transaction, and I familiarized myself with
FINEXSI’s conclusions;

x

I obtained an attestation from ALSTOM repeating the various statements that were made to me.
7
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2.2. Description of the special rights or benefits
The specific benefits or rights attached to the Preferred Shares that may be created and issued are
presented in the report of the Board of Directors and in the draft 5th resolution, relating to the creation
of the Preferred Shares and the planned related modifications to the articles of association, which
refers to the terms and conditions of the Preferred Shares.
The simplified description below is not intended to substitute for the terms and conditions of the
Preferred Shares, as annexed to the draft amended articles of association.
I note as a preliminary matter that the Preferred Shares will not be admitted to trading on a trading
platform. However, CDP INVESTISSEMENTS Inc. will have the right to ask ALSTOM to apply for listing
in any situation in which it has the right to transfer 7 (pursuant to the terms and conditions of the
Preferred Shares) and wishes to transfer its Preferred Shares to a third party during the 21-month
lockup period.
In addition, ALSTOM plans to apply for the admission of the new ordinary shares to be issued upon
conversion of the Preferred Shares to trading on Euronext Paris.
Subject to the specific provisions noted below, each Preferred Share will benefit from the same rights
and be subject to the same obligations as ALSTOM’s ordinary shares.
2.2.1. Political rights
With respect to political rights, one voting right will be attached to each Preferred Share at any general
meeting of ALSTOM’s shareholders.
In addition, for so long as CDPQ and its affiliates hold 50% of the Preferred Shares, and in the event of
the occurrence of one of the adjustment cases referred to below, no resolution may be submitted to
any extraordinary meeting of ALSTOM’s shareholders held prior to the conversion of the Preferred
Shares into ordinary shares without the prior consent of CDPQ.
2.2.2. Financial rights
The special pecuniary rights attached to the Preferred Shares may be summarized as follows:
2.2.2.1 Rights to distributions of profits and of net liquidation assets
Each Preferred Share would give its holder a right to the product of:
9

9

the right attached to each ordinary share of ALSTOM in respect of the distribution of dividends 8
(excluding distributions of premiums and reserves) and in respect of the balance of the available
net assets in the event of a liquidation; 9 and
the number of ordinary share(s) to which such Preferred Share would give the right upon
conversion, if the conversion took place on the date of the distribution decision (see, with respect
to the conversion ratio, paragraph 2.2.2.3 below).

7

(i) transfers made following the filing of a tender offer, (ii) transfers approved by ALSTOM, (iii) transfers effected
following the opening of a procedure set forth in Livre Sixième of the French Commercial Code in relation to
ALSTOM, and (iv) transfers made to allow CDPQ and its affiliates to fall at a level not below 19.8% prior to a
distribution.
8
Pursuant to Article 21 of ALSTOM’s articles of association

8
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2.2.2.2 Preferential subscription right
The Preferred Shares do not carry a preferential subscription right.
2.2.2.3. Conversion of the Preferred Shares into ordinary shares
The Preferred Shares will also carry specific rights of conversion into ordinary shares as described
below.
ALSTOM’s Board of Directors will have competence to determine the number of ordinary shares to be
issued to CDPQ, to take note of the conversion of the Preferred Shares, and to amend the company’s
articles of association accordingly.
Automatic conversion of the Preferred Shares into ordinary shares
The Preferred Shares will be automatically converted into ordinary shares of ALSTOM on the following
dates:
x If the Capital Increase is carried out prior to the issuance date 10 of the Preferred Shares, then the
issued Preferred Shares will be converted into ordinary shares on their issuance date (immediately
after their issuance);
x Otherwise, the issued Preferred Shares will be converted into ordinary shares:
9 on the settlement and delivery date of the Capital Increase, if it occurs prior to the first
anniversary of the acquisition’s completion; or
9 at the latest, on the first anniversary of the acquisition’s completion.
Ratio for the conversion of the Preferred Shares into ordinary shares
The outstanding Preferred Shares will be mandatorily and automatically converted into an identical
number of ordinary shares of ALSTOM (the “Number of CDPQ Ordinary Shares”), subject to any
adjustment relating to the Capital Increase, other adjustments, and caps.
The ordinary shares issued upon the conversion will be identical to ALSTOM’s other ordinary shares
and will have the same nominal value.
Adjustment of the conversion ratio in connection with the Capital Increase
If the Capital Increase is carried out before the issuance date of the Preferred Shares or after the
issuance date but before the first anniversary of the acquisition’s completion date, the Number of
CDPQ Ordinary Shares will be adjusted as follows (the “Adjusted Number of CDPQ Ordinary Shares”):
Adjusted Number of CDPQ Ordinary Shares

9

=

Number of CDPQ Ordinary Shares

x

(VALEX+VALDPS)
VALEX

Pursuant to Article 23 of ALSTOM’s articles of association
Namely, the completion date of the acquisition of BOMBARDIER’s Transportation Division and the payment
date of post-completion acquisition price adjustment, if any.

10

9

REPORT OF THE SPECIAL BENEFITS AUDITOR
CHARGED WITH DESCRIBING AND ASSESSING THE SPECIAL BENEFITS RELATING TO THE CLASS B PREFERRED
SHARES PURSUANT TO ARTICLE L. 228-15 OF THE FRENCH COMMERCIAL CODE

___________________________________________________________________________
Where:
9

VALEX is the volume weighted average price (“VWAP”) of ALSTOM’s ordinary shares for each
trading day during the Capital Increase’s subscription period (with volumes weighted such that
the VWAP is over the entire period and not an average of daily VWAPs),

9

VALDPS is the volume weighted average price of the preferential subscription rights (droits
préférentiels de souscription, or “DPS”) traded for each trading day during the listing period (with
volumes weighted such that the VWAP is over the entire period and not an average of daily
VWAPs).

If the total Adjusted Number of CDPQ Ordinary Shares calculated in accordance with the formula above
is not a whole number, it will be rounded to the next lower whole number.
As an illustration, based on the scenario of a Capital Increase before the completion date of the
acquisition, I have presented a simulation below using various theoretical assumptions regarding the
price of ALSTOM’s shares and DPSs, which will be a function, in particular, of market conditions and
the final terms of the Capital Increase:

10
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Number of
Preferred
Shares
(in
thousands)

as a % of the
number of
ALSTOM
shares as of
the date
hereof

(1)

(2)

Reference VWAP of
share
ALSTOM’s
price
shares

(3)

(4)

VWAP
of the
DPSs

Theoretical
Adjusted
Number of
CDPQ Ordinary
Shares (in
thousands)

as a % of the
theoretical
number of
ALSTOM
shares posttransactions

(5)

(1)x((4)+(5))/(4)

(6)

59,182

26.09%

41.4

40.69

0.71

60,222

17.12%

59,182

26.09%

41.4

39.84

1.56

61,493

17.12%

59,182

26.09%

41.4

38.84

2.56

63,082

17.12%

59,182

26.09%

41.4

37.62

3.78

65,126

17.12%

59,182

26.09%

43.7

42.99

0.71

60,167

17.25%

59,182

26.09%

43.7

42.14

1.56

61,367

17.25%

59,182

26.09%

43.7

41.14

2.56

62,864

17.25%

59,182

26.09%

43.7

39.92

3.78

64,783

17.25%

59,182

26,09%

46.0

45.29

0.71

60,117

17.37%

59,182

26.09%

46.0

44.44

1.56

61,254

17.37%

59,182

26.09%

46.0

43.44

2.56

62,669

17.37%

59,182

26.09%

46.0

42.22

3.78

64,478

17.37%

59,182

26.09%

48.3

47.59

0.71

60,071

17.47%

59,182

26,09%

48.3

46.74

1.56

61,152

17.47%

59,182

26.09%

48.3

45.74

2.56

62,494

17.47%

59,182

26.09%

48.3

44.52

3.78

64,205

17.47%

59,182

26.09%

50.6

49.89

0.71

60,030

17.57%

59,182

26,09%

50.6

49.04

1.56

61,060

17.57%

59,182

26.09%

50.6

48.04

2.56

62,335

17.57%

59,182
26.09%
50.6
46.82
3.78
63,958
17.57%
(1) Number of Preferred Shares that may be issued on the basis of an investment by CDPQ of €2,631
million (in thousands).

(2) On the basis of the number of ALSTOM shares as of 30 September 2020, namely 226,869,762.
(3) Theoretical ALSTOM share price before detachment of the DPS (in €).
(4) Average volume weighted theoretical price of ALSTOM’s shares over the subscription period
(VALEX) (in €).

(5) Average volume weighted theoretical price of the DPS’s over the listing period (VALDPS) (in €).
(6) As a % of the theoretical number of ALSTOM shares post-Capital Increase of approximately €2,000
million and BOMBARDIER’s estimated reinvestment of €534 million (taking into account the
adjustments in connection to this reinvestment, following the 8th resolution)

Other adjustments to the conversion ratio
In addition, the Number of CDPQ Ordinary Shares or the Adjusted Number of CDPQ Shares (as the case
may be) will be subject to an additional adjustment (the “Readjusted Number of CDPQ Ordinary
Shares”), if applicable, in the event that one or more of the following transactions occurs after 17
February 2020, the date on which the acquisition was announced, to the extent that the holders of
Preferred Shares did not fully benefit therefrom in another manner:
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x financial transactions conferring listed preferential subscription rights (except for the Capital
Increase);
x a free distribution of listed warrants;
x a free distribution of shares to shareholders, a share split or a reverse share split;
x a capitalisation of reserves, profits, or premiums through an increase in the nominal value of the
shares;
x a distribution of reserves and/or premiums, in cash or in kind;
x a free distribution to the Company’s shareholders of any financial instruments other than shares;
x a buy-back by the Company of its own shares at a price higher than the market price;
x a redemption of share capital;
x a change in the statutory rules relating to allocation of the profits and/or an issuance of preferred
shares.
The formulas for calculating any adjustments that may be made based on the type of transaction and
that consist of compensating the holders of Preferred Shares for the dilutive effect that may result
from such financial transactions are described in Annex B to the terms and conditions of the Preferred
Shares.
If the Readjusted Number of CDPQ Ordinary Shares calculated in accordance with these formulas is
not a whole number, it will be rounded to the next lower whole number.
I note that, as indicated in Annex B to the terms and conditions of the Preferred Shares, the
capitalisation of reserves, profits, or premiums by means of an increase in the nominal value of the
shares as mentioned above will not result in an adjustment of the number of ordinary shares issued
upon conversion of the Preferred Shares.
In this case, it is specified that the nominal value of the ordinary shares to be issued upon conversion
of the Preferred Shares would be increased accordingly.

Cap on the conversion of the Preferred Shares into ordinary shares
The Number of CDPQ Ordinary Shares, the Adjusted Number of CDPQ Ordinary Shares, or the
Readjusted Number of CDPQ Ordinary Shares, as the case may be, may not exceed a number resulting
in any of the numbers “NC” or “NR” described below being negative (the “Caps”):
x

NC will be calculated in accordance with the following formula (rounded to the next lower whole
number):
NC = NS x 29.9% – CS
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Where:
9

NS is the total number of shares making up ALSTOM’s share capital as most recently published on
its website as of the conversion date; 11

9

CS is the total number of securities held or deemed to be held by CDPQ and its affiliates on the
conversion date, determined in accordance with Articles L. 233-7 and L. 233-9 of the French
Commercial Code;

x

NR will be calculated in accordance with the following formula (rounded to the next lower whole
number):
NR= NV x 29.9% – CV

Where:
9

NV is the total number of voting rights attached to the shares making up ALSTOM’s share capital
as most recently published on its website as of the Conversion date;

9

CV is the total number of voting rights attached to the shares making up ALSTOM’s share capital
held or deemed to be held by CDPQ and its affiliates on the conversion date, determined in
accordance with Articles L. 233-7 and L. 233-9 of the French Commercial Code;

In sum, a number of ordinary shares resulting from the conversion of the Preferred Shares may not be
issued to CDPQ that would result in CDPQ holding more than 29.9% of ALSTOM’s shares or voting
rights.
In the event that these Caps are reached, ALSTOM will be required on the conversion date to pay the
holders of the Preferred Shares an amount of euros in immediately available funds equal to the
product of (i) the number of shares not issued as a result of the Caps; and (ii) the price of an ordinary
share of ALSTOM at the close of the trading day prior to the conversion.

11

The reinvestment agreement entered into between ALSTOM and CDPQ and its affiliates specifies that this
number must include the newly issued shares.
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2.3. Assessment of the special rights
In accordance with the professional standards applicable to this mission, it is not my role to opine on
the advisability of granting special rights or benefits.
My role consists of describing and assessing the special benefits or rights attached to the Preferred
Shares that may be issued.
I note as a preliminary matter that the subscription price for these Preferred Shares, of €44.45, and
the special rights attached thereto, result from the negotiations between the representatives of
ALSTOM and CDPQ in February 2020, memorialised in a reinvestment agreement dated 16 September
2020, in connection with the planned acquisition of BOMBARDIER TRANSPORTATION and the financing
terms of that acquisition, to which CDPQ is contributing by reinvesting its share of the sale price, plus
€700 million.
The €2.6 billion reinvestment by CDPQ (or its affiliates) constitutes a significant portion of the €5.3
billion estimated purchase price for BOMBARDIER TRANSPORTATION, subject to adjustment as
provided for in the acquisition agreement, and in particular based on BOMBARDIER
TRANSPORTATION’s net cash position as of 31 December 2020.
This reinvestment is part of the balance of the various means of financing this acquisition, limiting by
the same amount the use of debt and consequences of that use for ALSTOM and/or the amount to be
raised on the market.
I also note that these Preferred Shares would be issued on the completion date of the acquisition (and,
if applicable, on the payment date of the second tranche of the purchase price) and automatically
converted into ordinary shares no later than 12 months after the acquisition date.
2.3.1. Political rights
With respect to the political rights attached to the Preferred Shares, I remind you that one voting right
will be attached to each Preferred Share.
Article 15 of ALSTOM’s articles of association provides that “each member of the meeting is entitled to
as many votes as the number of shares which he holds or represents.”
Pursuant to Article 225-13 of the French Commercial Code, double voting rights are also granted to all
fully paid up shares that have been held in registered form for at least two years in the name of the
same shareholder, or to all free registered shares granted to a shareholder in respect of existing shares
with such rights.
If the 11th resolution, approving the elimination of these double voting rights, is adopted, all of the
shares issued by the company will grant their holder one voting right.
I have no other observations with respect to the voting right attached to each Preferred Share.
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With respect to the veto right described above, which would be granted to CDPQ (as long as CDPQ and
its affiliates hold 50% of the Preferred Shares) in the event that ALSTOM carries out financial
transactions that could have a dilutive effect, such as a distribution of premiums or reserves, has the
nature of a special benefit granted to CDPQ. It is justified by the impossibility of putting in place
multiple voting rights for the Preferred Shares.
The granting of double voting rights is prohibited by Article L. 225-122 of the French Commercial Code,
applicable to the preferred shares issued by companies whose shares are admitted to trading on a
regulated market.
This special advantage granted to CDPQ would therefore be intended to enable CDPQ to benefit from
political rights equivalent to the ones it would have had in the event of the conversion of the Preferred
Shares into ordinary shares after completion of any financial transactions that may have a significant
dilutive effect.
I note that this veto right may be exercised by CDPQ only after the date of the effective completion of
the acquisition and the reinvestment, and until the date of conversion of the Preferred Shares into
ordinary shares, namely, no later than 12 months following the acquisition. Thus, it is strictly limited
in time.
It may be exercised only with respect to decisions of an extraordinary nature and, in particular, those
liable to result in an undesired dilution of its equity investment.
2.3.2. Financial rights
The special financial rights attached to the Preferred Shares consist primarily of the adjustment of the
ratio applicable to their conversion into ordinary shares.
As mentioned in the report of your Board of Directors, the rights attached to the Preferred Shares are
intended to protect CDP INVESTISSEMENTS Inc. from the dilutive effect of the Capital Increase (and, if
applicable, the other financial transactions that occur between 17 February 2020 and their conversion
date) and to neutralise that effect by an adjustment to the initial conversion ratio 12 of one ordinary
share for one Preferred Share.
The granting of an additional number of ordinary shares is intended to compensate for the loss in value
of the ordinary shares that may be caused by the Capital Increase (or the other financial transactions
that may be carried out).
This loss in value, in the case of the Capital Increase, corresponds to the value of the preferential
subscription right attached to each existing ordinary share.
The value of this right, as determined by reference to the volume weighted average share price over
the subscription period for the Capital Increase, will depend in particular on prevailing market
conditions during that period and on the discount from ALSTOM’s share price used in determining the
subscription price for the new shares in order to ensure the transaction’s success.
This right, therefore, consists of placing CDP INVESTISSEMENTS Inc. in the same financial position as a
shareholder of ALSTOM on 17 February 2020, the date on which the terms of its reinvestment were
“crystallized.”

12

one ordinary share for one Preferred Share
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I note that the number of ordinary shares that would be directly subscribed for by CDP
INVESTISSEMENTS Inc. (7th resolution) if applicable or the number of ordinary shares that would be
subscribed for by BOMBARDIER UK HOLDING Limited (8th resolution) would be adjusted, as described
in Annexes 2 and 3 to the draft resolutions, in a manner similar to the adjustment mechanisms of the
Preferred Shares (for instance, in the event that the Capital Increase would have been completed on
the acquisition date).
The adjustment of the right that the Preferred Shares may have to a distribution of dividends or, if
applicable, of net liquidation assets, would place their holders in the position in which they would have
found themselves if an immediate conversion of their Preferred Shares were carried out.
In addition, in the event that the Capital Increase occurs after completion of the acquisition and,
therefore, after the issuance of the Preferred Shares, the holders of these shares would not be able to
exercise preferential subscription rights in the Capital Increase, nor would they be able to sell them on
the market and receive an equivalent value in return in the form of an additional number of ordinary
shares.
As noted by your Board of Directors in its report, the sale of such preferential subscription rights on
the market, if they had been attached to the Preferred Shares, was liable to result in significant adverse
effects on their price, given the size of the Capital Increase (and the size of the share block held by CDP
INVESTISSEMENTS Inc.).
This replacement of the preferential subscription right with a number of ordinary shares in an
equivalent amount is therefore potentially favourable to CDP INVESTISSEMENTS Inc., which will not
have to act on the market in connection with the Capital Increase, but also to all of ALSTOM’s
shareholders, who will have the ability to sell their rights on the market in connection with the Capital
Increase, without the unfavourable effects referred to above.
The value of the financial rights attached to the Preferred Shares will depend on financial transactions
of which neither the likelihood nor the terms have been determined to date, including with respect to
the Capital Increase.
As mentioned in the report of your Board of Directors, these rights were not the subject of a valuation,
but their value may nevertheless be considered economically equivalent to the value of the rights of
the holders of ordinary shares 13 in connection with such financial transactions.
The value that may be assigned to these rights seems to me to match the explanation provided by your
Board of Directors.

13

Shareholders of ALSTOM as of 17 February 2020 and who remain shareholders through the conversion date
of the Preferred Shares.
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3. Summary and key points
In connection with the planned acquisition of BOMBARDIER TRANSPORTATION by ALSTOM announced
on 17 February 2020, which is the subject, inter alia, of a share purchase agreement and two
reinvestment agreements dated 16 September 2020, CDP INVESTISSEMENTS Inc. (a wholly owned
subsidiary of CDPQ) must reinvest an amount of approximately €2.6 billion (plus the amount of the
second tranche of the acquisition price if positive) through one or more capital increase(s) of ALSTOM
reserved for it, in the form of one or more issuance(s) of Preferred Shares or one or more issuance(s)
of ordinary shares, at a fixed subscription price of €44.45 (subject, for the issuances of ordinary shares,
to certain adjustments).
This reinvestment constitutes a significant portion of the financing of the acquisition price for
BOMBARDIER TRANSPORTATION, of €5.3 billion 14 . Following these transactions, CDPQ would be
ALSTOM’s largest shareholder, holding approximately 18% of its share capital, depending on the
financing and closing terms of the transaction. CDPQ has undertaken, subject to certain exceptions, to
retain its investment for at least 21 months following completion of the transaction. In addition, CDPQ
has agreed to a ten-year standstill following the signature date of the reinvestment agreement entered
into between ALSTOM and CDPQ and its affiliates, during which period, unless it obtains ALSTOM’s
approval, its equity investment is not to exceed the higher of the two following amounts: (i) 22% of
the share capital, and (ii) its equity investment following the completion date of the acquisition plus
2%.
The Preferred Shares will not have subscription rights and will be automatically converted into ordinary
shares no later than 12 months following the date of completion of the acquisition.
The rights attached to the Preferred Shares are intended to protect CDPQ from the dilutive effect of
the Capital Increase with preservation of the shareholders’ preferential subscription right expected to
be carried out for an amount of approximately €2 billion in connection with the refinancing of the
transaction (and, if applicable, the other financial transactions that occur between 17 February 2020
and their conversion date) and to neutralise that effect by an adjustment to the initial conversion ratio
of one ordinary share for one Preferred Share.
They consist, therefore, of placing CDP INVESTISSEMENTS Inc. in the same financial position as a
shareholder of ALSTOM on 17 February 2020, the date on which the terms of its reinvestment were
“crystallized.”
In the event that the Capital Increase occurs after the date of completion of the acquisition and,
therefore, after the issuance date of the Preferred Shares, replacing the preferential subscription right
with a number of ordinary shares of an equivalent value will make it possible to avoid the adverse
effects on the price of the DPSs that could be caused by the sale of the said DPSs on the market, if they
had been attached to the Preferred Shares, taking into account the size of the Capital Increase and the
size of the share block held by CDP INVESTISSEMENTS Inc.
This replacement of the preferential subscription right with a number of ordinary shares in an
equivalent amount is therefore potentially favourable to CDP INVESTISSEMENTS Inc., which will not
have to act on the market in connection with the Capital Increase, but also to all of ALSTOM’s
shareholders, who will have the ability to sell their rights on the market in connection with the Capital
Increase, without the unfavourable effects referred to above.

14

As announced by ALSTOM in a press release dated 16 September 2020.
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These financial rights were not the subject of a valuation, but their value may nevertheless be
considered economically equivalent to the value of the rights of a holder of ordinary shares (an
ALSTOM shareholder as of 17 February 2020 and who remains a shareholder through the conversion
date of the Preferred Shares).
A veto right would also be granted to CDPQ as long as CDPQ and its affiliates hold 50% of the Preferred
Shares, in the event of completion of certain financial transactions referred to in Annex B to the terms
and conditions of the Preferred Shares, with respect to resolutions submitted to ALSTOM’s
extraordinary shareholders’ meetings, consisting of a special benefit to enable CDPQ to benefit from
voting rights equivalent to the voting rights it would have had in the event of the conversion of the
Preferred Shares into ordinary shares immediately after the completion of any financial transactions
that may have a significant dilutive effect.

4. Conclusion
In conclusion and further to the description above, I have no particular observations to make with
respect to the special rights attached to the Class B preferred shares that may be created and issued,
as described above and defined in the terms and conditions of such shares as annexed to the draft
amended articles of association.

Paris, 6 October 2020,
The special benefits auditor appointed pursuant to
Article L. 228-15 of the French Commercial Code

Eric LE FICHOUX
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The content of Annex 2 (Conditions of adjustment of the number of ordinary shares to be issued pursuant
to the seventh resolution) to the draft resolutions submitted to the general meeting of 29 October 2020,
which sets forth the situations of adjustment of the number of securities issued as part of the capital increase
reserved for CDP Investissements Inc. (hereinafter, the “CDPQ Beneficiary”) is reproduced below.

Subsequent to any of the following transactions:
1.
2.
3.
4.
5.
6.
7.
8.
9.

financial transactions conferring listed preferential subscription rights;
the free distribution of listed warrants;
the free distribution of shares to shareholders, share split or reverse share split;
the capitalization of reserves, profits or premiums through an increase in the nominal value of
shares;
the distribution of reserves and/or premiums, in cash or in kind;
the free distribution to the Company’s shareholders of any financial instrument other than shares;
the buy-back by the Company of its own shares at a price higher than the market price;
the redemption of share capital; and
a change in the statutory rules relating to allocation of the profits and/or issuance of preferred shares;

which the Company may carry out as from 17 February 2020, the number of ordinary shares to be issued
to the benefit of the CDPQ Beneficiary pursuant to the seventh resolution of this general meeting (the
“CDPQ Relevant Number”) will be adjusted without any further subscription payment from the holders
of Class B Preferred Shares (the CDPQ Relevant Number, as adjusted, being the “Adjusted CDPQ
Relevant Number”) as set forth below.

1.

In the event of a financial transaction conferring listed preferential subscription rights, the Adjusted
CDPQ Relevant Number will be determined by multiplying the CDPQ Relevant Number in effect
prior to the commencement of the relevant transaction by the following ratio:
Value of the shares after detachment of the subscription right
+ value of the subscription right
Value of the shares after detachment of the subscription right
For the purpose of the calculation of this ratio, the value of the share after detachment of
the subscription right will be equal to its VWAP on Euronext Paris for each day included
in the subscription period (with volume weighting, in such a way to result in a VWAP over
the entire period and not an average of daily VWAPs, it being specified as may be
necessary that whenever it is referred in this Annex to a VWAP for each trading day
included in a given period, such calculation method shall be used over the relevant period)
and the value of the subscription right will be equal to its VWAP on Euronext Paris for
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each trading day included in the listing period.
1.

In the event of a financial transaction involving the free distribution of listed warrants to
shareholders with the corresponding ability to place on the market the securities resulting from the
exercise of warrants that were unexercised by their holders at the end of the subscription period
that applies to them, the Adjusted CDPQ Relevant Number will be determined by multiplying the
CDPQ Relevant Number in effect prior to the commencement of the relevant transaction by the
following ratio:
Value of the shares after distribution of the warrant
+ value of the warrant
value of the shares after distribution of the warrant
For the purpose of the calculation of this ratio,

2.

(i)

the value of the share after distribution of the warrant will be equal to the volume-weighted
average of (x) the price of the shares listed on Euronext Paris on each trading day of the
subscription period, and (y) (a) the transfer price of the securities sold within the framework
of the placement, if such securities are shares fungible with the existing shares, applying
the volume of shares sold within the framework of the placement to the transfer price or
(b) the price of the shares listed on Euronext Paris on the determination date of the sale
price of the securities sold within the framework of the placement if such securities are not
shares fungible with the existing shares.

(ii)

the value of the warrant will be equal to the volume-weighted average of (i) the prices of
the warrants on Euronext on each trading day of the subscription period, and, (ii) the
implicit value (valeur implicite) of the warrants resulting from the sale price of the
securities sold within the framework of the placement – which corresponds to the
difference (if it is positive), adjusted by the warrants’ exchange ratio, between the sale price
of the securities sold within the framework of the placement and the subscription price of
the securities through exercise of the warrants – by applying the volume of exercised
warrants to the price so determined in order to allocate the securities sold within the
framework of the placement.

In the event of the free distribution of shares to shareholders, share split or reverse share split, the
Adjusted CDPQ Relevant Number will be determined by multiplying the CDPQ Relevant Number
in effect prior to the commencement of the relevant transaction by the following ratio:
Number of shares comprising the share capital after the transaction
Number of shares comprising the share capital before the transaction
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3.

In the event of a share capital increase by capitalization of reserves, profits or premiums carried out
by increase in the nominal value of the shares, the nominal value of the ordinary shares to be
allocated to the CDPQ Beneficiary will be increased accordingly.

4.

In the event of distribution by the Company of any reserve or premium, in cash or in kind, the
Adjusted CDPQ Relevant Number will be determined by multiplying the CDPQ Relevant Number
in effect prior to the distribution by the following ratio
Value of the shares before distribution
value of the shares before distribution - value of the distribution

5.

In the event of a free distribution to the Company’s shareholders of financial instruments or
securities other than the shares, the Adjusted CDPQ Relevant Number will be determined as
follows:

(a)

if the right to the free allocation of financial instruments or securities was admitted to trading on
Euronext Paris, by multiplying the CDPQ Relevant Number in effect prior to the commencement
of the relevant transaction by the following ratio:
Value of the share ex-right to free allocation + value of the free allocation right
Value of the share ex-right to free allocation
For the purpose of the calculation of this ratio:

(b)

(A)

the value of the share ex-right to free allocation will be equal to the volumeweighted average share price on Euronext Paris of the share ex-right to free
allocation during the first three trading days on which the shares are listed ex-right
to free allocation;

(B)

the value of the free allocation right will be determined as indicated in the
paragraph above. If the free allocation right is not listed during each of the three
trading days above mentioned, then its value will be determined by an Independent
Expert.

if the right to free allocation of financial instruments or securities was not admitted to trading on
Euronext Paris, by multiplying the CDPQ Relevant Number in effect prior to the commencement
of the relevant transaction by the following ratio:
Value of the share ex-right to free allocation
+ value of the security or financial instrument allocated per share
Value of the share ex-right to free allocation
For the purpose of the calculation of this ratio:
(A)

the value of the share ex-right to free allocation will be determined as indicated in
paragraph 6(a) above;
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(B)

6.

if the financial instruments or securities allocated are listed or may become listed
on Euronext Paris, within ten trading days beginning on the date on which the
shares are listed ex-distribution, then the value of the financial instruments
allocated per share will be equal to the volume-weighted average of the price of
such financial instruments recorded on such market during the first three trading
days of this period during which such securities are listed. If the financial
instruments allocated are not listed during at least three trading days within such
period, then the value of the financial instruments allocated per share will be
determined by an Independent Expert.

In the event of a buy-back by the Company of its own shares at a price higher than the market price,
the Adjusted CDPQ Relevant Number will be determined by multiplying the CDPQ Relevant
Number in effect prior to the commencement of the repurchase by the following ratio:
Share value x (1 – Pc%)
Share value – (Pc% x Repurchase price)

For the purpose of the calculation of this ratio:

7.

(i)

Share value means the VWAP of the share on Euronext Paris during the ten trading days
immediately preceding such repurchase (or the option to repurchase);

(ii)

Pc% means the percentage of repurchased capital; and

(iii)

Repurchase price means the actual price at which shares are repurchased.

In the event of a redemption of share capital, the Adjusted CDPQ Relevant Number will be
determined by multiplying the CDPQ Relevant Number in effect prior to the commencement of the
relevant transaction by the following ratio:
Value of the share before redemption
Value of the share before redemption – Amount of redemption per share
For the purpose of the calculation of this ratio, the value of the share before redemption will be
equal to the VWAP of the share on Euronext Paris during the ten trading days immediately
preceding the trading day on which the shares are listed ex-redemption.
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8.

In the event of the modification by the Company of its statutory rules relating to profits allocation
and/or the issuance of preferred shares resulting in such a change, the Adjusted CDPQ Relevant
Number will be determined by multiplying the CDPQ Relevant Number in effect prior to the
commencement of the relevant transaction by the following ratio:
Value of the share before the change
Value of the share before the change – reduction per share of the right to profits
For the purpose of the calculation of this ratio:
(A)

the value of the share before the change will be determined on the basis of the
VWAP of the share on Euronext Paris during the three trading days immediately
preceding the day of such change;

(B)

the reduction per share of the rights to profits will be determined by an Independent
Expert.

Notwithstanding the above, if such preferred shares are issued with shareholders’
preferential subscription rights or by the free distribution to shareholders of warrants
exercisable for such preferred shares, the new Subscription Price will be adjusted in
accordance with paragraphs 1 or 6 above.
In the event of the creation of preferred shares that do not lead to a modification of the
distribution of profits, the Adjusted CDPQ Relevant Number will be determined by an
Independent Expert.
In any case, a single transaction cannot lead to the application of several adjustments provided for in
paragraphs 1 to 9 above. In case the Company completes a transaction for which several adjustments
would be applicable, priority will be given to legal adjustments.
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The Articles of Association of the Company, as they would be drafted subject to all amendments thereto
submitted to the shareholders’ approval as part of the general meeting of 29 October 2020 being adopted,
are reproduced below.

SECTION 1
Form of the Company
Object - Name - Registered Office -Duration
Article 1 - Form
A société anonyme, regulated by the provisions of the Code de Commerce and any other legal or regulatory provisions
in force (the "Law") as well as by the Articles of Association, is formed between holders of shares hereinafter created
and shares that will be created in the future.
Article 2 - Name
The name of the Company is ALSTOM.
Article 3 - Object
The objects of the Company are, directly or indirectly:
-

the conduct of all industrial, commercial, shipping, financial, real property and asset transactions in France
and abroad, notably in the following fields:
-

energy;

-

transmission and distribution of energy;

-

transport;

-

industrial equipment;

-

naval construction and repair work;

-

engineering and consultancy, design and/or production studies and general contracting associated
with public or private works and construction; and

-

more generally activities related or incidental to the above:

-

participation, by every means, directly or indirectly, in any operations which may be associated with its
objects, by the creation of new companies, capital contributions, subscription or purchase of stocks or rights,
merger with such companies or otherwise; the creation, acquisition, lease or takeover of business goodwill
or businesses; the adoption, acquisition, operation or sale of any processes and patents concerning such
activities; and

-

generally undertaking all industrial, commercial, financial and civil operations and real property and asset
transactions that may be directly or indirectly associated with the Company's objects or with any similar or
related object.
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Furthermore, the Company can take an interest, of whatever form, in any French or foreign business or organisation.
Article 4 – Registered Office
The registered office is located at: 48, rue Albert Dhalenne, 93400 Saint-Ouen-sur-Seine.
Article 5 – Duration of the Company
The Company is established for a period of 99 years from the date of its registration in the Trade and Companies
Register, unless it is wound up prematurely or its life is extended.

SECTION 2
Share Capital - Shares - Payments
Article 6 – Share Capital
The share capital is set at [●] euros (€[●]).
It is divided into [●] ([●]) ordinary shares, each with a nominal value of 7 euros, of the same class, entirely paid up
(the “Ordinary Shares”).
It may also include class B preferred shares (the “Class B Preferred Shares” and, together with the Ordinary Shares,
the “Shares”), each with a nominal value of 7 euros, of the same class, the terms and conditions of which are set forth
in Annex 1.
The share capital may be increased in accordance with the Law from time to time.
Article 7 - Nature and Form of Shares - Obligation to Give Notification of Shareholding Exceeding Certain
Levels Set forth in the Articles of Association
Nature and Form of the Shares
The fully-paid up Ordinary Shares and Class B Preferred Shares are registered shares or bearer shares, as the
shareholder chooses.
In addition to the legal obligation to notify the Company of certain shareholding levels or voting rights, any individual
or legal entity who holds directly or indirectly, alone or in concert pursuant to Articles L.233-10 et seq. of the Code
de commerce a number of shares in the Company giving a shareholding equal to or in excess of 0.5% of the total
number of Shares or voting rights issued must notify the Company by recorded letter with proof of receipt within five
trading days of this threshold being exceeded. Notification is to be repeated under the same conditions whenever a
new threshold of a multiple of 0.5% of the total number of Shares or voting rights is exceeded, up to and including
the threshold of 50%.
To determine these thresholds, shares assimilated to the Shares owned as defined by the legislative and regulatory
provisions of Article L.233-7 et seq. of the Code de commerce, will be taken into account.
In each of the above-mentioned notifications, the declaring person must certify that the notification includes all stock
held or owned in the sense of the preceding paragraph. Such notification must also state: the declarer’s identity as well
as that of individuals or legal entities acting in concert with him, the total number of shares or voting rights that he
holds directly or indirectly, alone or in concert, the date and the source of exceeding the threshold, as well as if needs
be the information mentioned in the third paragraph of I of Article L.233-7 of the Code de commerce.
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Any shareholder whose participation in the shareholding or in voting rights falls below one of the above-mentioned
thresholds is also required to notify the company within the same length of time of five trading days and by the same
means.
In the event of non-observance of the above provisions and in accordance with the conditions and levels established
at Law, a shareholder shall lose the voting rights relating to the Shares in excess of the thresholds which should have
been notified, if one or more shareholders holding at least 3% of the share capital or voting rights so requires.
Shares are registered in the name of their owner either in the books of the Company or with an officially authorised
intermediary.
The Company may, under the conditions laid down by the Law from time to time, request any officially authorised
organization or intermediary to pass on all information concerning its shareholders or holders of its stock conferring
an immediate or subsequent right to vote, their identity and the number of shares that they hold.
Article 8 - Shareholders' Rights and Obligations
Each Share confers the right to participate in the capital of the Company and the distribution of profits, subject to
Articles 21 and 23 of these Articles of Association, save that the rights assigned to the holders of Class B Preferred
Shares, as well as the rights assigned to shares of different classes that may be created in the future, will be peculiar
to such shares alone.
No distinction will be made between Shares with regard to taxation charges, so that each Share of the same class
entitles its holder to payment of the same net amount when any distributions or repayments are made during the life
of the Company or on its liquidation.
The liability of shareholders is limited to the amount unpaid on each Share.
Dividends and income on Shares issued by the Company will be paid in accordance with the Law and in accordance
with the methods determined by General Meeting, or, failing that, by the board of directors.
Each Share is indivisible as far as the Company is concerned: joint owners must arrange to be represented by one and
the same person in all dealings with the Company. If Shares are subject to usufruct, this should be indicated when
they are entered in the register of shareholders.
The rights and obligations associated with the Shares are transferred to any subsequent owner of the shares.
Ownership of a Share automatically involves acceptance of the present Articles of Association and the decisions of
the General Meeting.
Whenever it is necessary to own more than one Share in order to exercise any right whatsoever (including for the
purpose of the adjustment events for the Class B Preferred Shares) or in the event of an exchange or allocation of
securities giving right to a new security in exchange for the delivery of multiple Shares, the single security or securities
in a number inferior to that required will not give their holders any right against the Company, the shareholders being
personally responsible for the grouping and, as the case may be, purchase or sale of the relevant number of securities.

SECTION 3
Management of the Company
and General Management
Article 9 - Board of Directors
Subject to derogations provided for by Law, the Company shall be managed by a board of directors comprising a
minimum of four (4) and a maximum of eighteen (18) members.
Directors are appointed and may be removed by the General Meeting.
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Directors are appointed for a mandate of four years. However, when a director is appointed to replace another director
during his mandate, he only carries out his duties for the remaining period of his predecessor's mandate. The mandate
of a director finishes at the conclusion of the General Meeting called to consider the Company accounts for the
preceding fiscal year and held during the year in which his term expires. The age limit for directors is that provided
for by the Law. Directors are eligible for re-election.
If vacancies arise through the death or resignation of one or more of its members, the board may make provisional
appointments between General Meetings, as legally provided for.
Each director must hold at least twenty-five (25) Shares in the Company.
The board of directors may appoint one or two censors on the suggestion of the president. The censors are called to
attend board meetings, where they participate in a consultative capacity. They are appointed for a maximum term of
four years, which may be renewed and which may also be terminated at any moment. They may be chosen either from
among the shareholders or from outside them and can receive a remuneration determined annually by the board.
Article 9-A – Directors representing the Employees
Pursuant to Article L. 225-27-1 of the French Commercial Code, the Board of Directors also includes two Directors
who represent the Group’s employees. If the number of Directors appointed by the General Meeting (other than those
who represent employee shareholders appointed pursuant to Article L. 225-23 of the French Commercial Code)
becomes equal to or less than the number legally required for the appointment of at least two Directors representing
the employees appointed pursuant to Article L. 225-27-1, the number of Directors representing the employees so
appointed may be decreased to one upon the expiration of the current term of office of the Directors representing the
employees.
The Directors representing the employees are appointed as follows:
one of them is appointed by the French Group Committee;
the other Director, by the European Works Council, which, within the Alstom group, is named the “European Works
Forum”.
The term of office of Directors representing employees is four years.
In the event of a vacancy in the seat of a Director representing employees for any reason whatsoever, the vacant seat
is filled in accordance with Article L. 225-34 of the French Commercial Code.
As an exception to the rule provided for in Article 9 “Board of Directors” of these Articles of Association in respect
of the Directors appointed by the General Meeting, the Board members representing the employees are not required
to own a minimum number of Shares.
The Board members representing the employees must satisfy the appointment conditions contained in applicable legal
and regulatory provisions.
If, at the end of a fiscal year of the Company, the conditions on application of the legal provisions are no longer met
or if the Company can avail itself of an exemption provided for by law, the appointment of the Director(s) representing
the employees shall continue until its ordinary expiration date.
Article 10 - Organisation of the Board of Directors
The board will appoint from among its members a president, together with one or more vice-presidents if it so desires,
who may be re-elected. The length of their appointment is determined by the board within the limits of their term of
office as members of the board. The age limit provided for in Law for the position of president applies.
If the president or vice-president(s) is/are unable to attend, the former, or, failing this the board, will appoint one of
its members to chair each meeting.
The board also appoints the person who is to act as secretary; it may arrange for the latter to be assisted by a deputy
secretary chosen under the same conditions.
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The board will meet as often as the interests of the Company require, at the registered office or at any other place
determined by the president.
The board is convened by the president or by the secretary of the board by any means, even verbally depending on the
urgency. A meeting can be convened at the request of the directors or the chief executive officer under the conditions
determined by Law.
Notice of meetings will mention the date, time, place and agenda of each meeting.
Resolutions are made according to the quorum and majority conditions provided by Law.
However, if a transaction involving a contribution in kind or a merger (or an acquisition where all or part of the
consideration is paid in shares of the Company), with a person holding directly or indirectly 10% or more of the equity
capital of the Company (or with a Company directly or indirectly controlled by such person) whether such contribution,
merger or acquisition takes place with the Company or a company directly or indirectly controlled by the Company,
is submitted to the board for approval pursuant to paragraph 4 of article 12 of the Articles of Association, then the
directors who have been appointed on the proposal of the said person, shall not be entitled to vote.
Except in the cases excluded by Law, the Board’s internal rules and regulations can provide that Directors taking part
in the board meeting by any means of videoconferencing or telecommunication under the conditions laid down by
applicable regulations, are deemed to be present for the calculation of the quorum and the majority.
In the event that votes are equally shared, the Chairman or the director’s acting chairman will cast the deciding vote.
However, the Chairman’s or the director’s acting chairman vote will not be the deciding vote for decisions of
authorisations of agreements described in art. L. 225-38 et seq. of the Code de Commerce.
If the chief executive officer is not a director, he will take part in the board meetings on a consultative basis.
Copies or summaries of the minutes of meetings are duly certified correct by the president of the board, a chief
executive officer, the board member temporarily appointed to act as president or an authorised representative.
A record of attendance is kept and is signed by all members taking part in the meeting.
Mention of the names of the members present or represented and the names of absent members in the minutes of each
meeting and in the summaries of them that are distributed shall be sufficient proof to third parties of the number of
board members in office and of their appointment.
Written consultation of the Directors is authorised in the cases contemplated by law.
Article 11 - Powers of the Board - Responsibilities
The board of directors determines the direction of Company business and ensures that this is implemented in
accordance with the Company’s corporate interest, taking into account the social and environmental implications of
its business. Subject to the powers expressly attributed to the Shareholders' meetings and within the Company objects,
it shall take up any issue related to the successful running of the Company and shall resolve by deliberation matters
which concern it.
With respect to third parties, the Company is bound even by decisions of the board of directors that do not relate to
the Company objects, unless it can prove that the third party either knew that the act exceeded the objects or could not
have been unaware under the circumstances that the act exceeded the objects, the publication of the Articles of
Association alone being insufficient to constitute this proof.
The board of directors performs the checks and controls that it deems appropriate. The President or the Chief Executive
Officer is required to provide each director with all the documents and information required for the performance of
his duties.
The board of directors decides whether general management responsibility for the Company shall be assumed by the
president of the board of directors, or by another individual appointed by the board of directors having the title of chief
executive officer. At least two thirds of the board members must be present or represented for such a decision to be
valid. The decisions of the board of directors on the terms and conditions of exercise of the general management of
the company are taken in conformity with the Articles of Association. The shareholders and third parties are informed
under the conditions defined by Law.
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The terms and conditions of exercise of the general management shall be decided for the first time during the first
meeting of the board of directors after the adoption of the amended Articles of Association.
Members of the board are not personally or jointly liable for the commitments of the Company by virtue of their
position, except as provided for by Law, notably by the provisions concerning the president of the board. Their sole
responsibility, within the limits laid down by Law, is the execution of the mandate they have been given.
Article 12 - President - Chief Executive Officer - Delegated Executive Officer(s)
The functions of president, chief executive officer and delegated executive officer are exercised under the conditions
provided for by Law.
1.

President

The president of the board of directors organises and directs its work and is accountable for it to the shareholders'
meeting. He ensures the proper functioning of the Company’s management organs, and in particular, ensures that the
directors are fit to perform their duties.
In the event of the president's temporary incapacity or death, the board of directors can delegate the president's duties
to a director. In the event of temporary incapacity, this delegation is made for a limited period which may be renewed.
In the event of death, this delegation of position remains valid until the election of a new president.
The board of directors determines the remuneration of the president of the board of directors.
When general management responsibility for the Company is assumed by the president of the board of directors, the
provisions of the Articles of Association concerning the chief executive officer shall also apply to him.
2.

Chief executive officer

The chief executive officer is invested with the most extensive powers to act on behalf of the Company in all
circumstances. He exercises these powers within the limits of the Company objects and subject to those that the Law
and regulations expressly confer on shareholders' meetings and on the board of directors.
A chief executive officer's term of office, set by the board of directors, cannot exceed, if relevant, that of his mandate
as board member, nor the age limit applicable to the chief executive officer’s term set down by Law.
He represents the Company with respect to third parties. The Company is bound even by acts of the chief executive
officer that do not relate to the Company objects, unless it is provided that the third party either knew that the act
exceeded these objects or could not have been unaware under the circumstances that the act exceeded the objects, the
publication of the Articles of Association alone being insufficient to constitute proof of this.
The board of directors determines the remuneration of the chief executive officer.
3.

Delegated executive officer(s)

On the proposal of the chief executive officer, the board of directors can further appoint one or more individuals
having the responsibility of assisting the chief executive officer with the title of delegated executive officer. There can
be no more than five delegated executive officers. The board determines the remuneration of the delegated executive
officer(s) on the proposal of the chief executive officer.
With the agreement of the chief executive officer, the board of directors determines the extent and duration of the
powers of the delegated executive officer(s). With respect to third parties they have the same powers as the chief
executive officer.
The term of office of a delegated chief executive officer cannot exceed, if relevant, that of his mandate as director, nor
exceed the age limit applicable to the delegated chief executive officer’s term set down by Law.
In case of the chief executive officer's death, resignation or removal, the delegated executive officer(s) will retain,
unless otherwise decided by the board of directors, their powers and functions until a new chief executive officer is
appointed.
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4.

Particular conditions

No transaction involving a contribution in kind or a merger (or an acquisition or any similar transactions where all or
part of the consideration is paid in shares of the Company), shall be entered into by the chief executive officer or the
delegated executive officer(s) with a person holding directly or indirectly 10% or more of the share capital of the
Company (or with a company directly or indirectly controlled by such person), whether such contribution, merger or
acquisition involves the Company or a company directly or indirectly controlled by the Company, unless it has
received prior approval from the board under the conditions provided by article 10.
The board of directors at the suggestion of the chief executive officer or the chief executive officer himself, may,
within the limits laid down by the legislation in force from time to time, delegate whatever powers they consider
useful, either for management purposes or the assumption of responsibility within the Company, or for one or more
specified purposes. The persons to whom such powers may be delegated need not necessarily be members of the board
or even part of the Company. Such powers may be delegated on an individual basis or to committee. Such powers
may be permanent or temporary, and may or may not include the possibility of subdelegation.
Such persons, or certain of them, may also be given authority to certify copies or summaries of documents of which
the method of certification is not fixed by Law, notably all powers, company financial statements or Articles of
Association, and to issue attestations in connection therewith.
Any delegation of powers by the board or the chief executive officer pursuant to the present Articles of Association
will remain in full effect despite the expiry of the term of office of the president or of the directors in office at the time
such powers were granted.
Article 13 - Remuneration of Directors
The General Meeting may allocate an amount by way of remuneration to directors. The amount determined by the
General Meeting will continue to apply until a new decision is taken.
The board will distribute this remuneration between its members as it thinks fit and in accordance with the Law.
Board members may not receive any remuneration from the Company, whether permanent or not, other than as
provided for, or at least not proscribed, by Law.
Board members may be reimbursed for any expenses incurred in the exercise of their office, provided that they provide
satisfactory proof of such expenses.

SECTION 4
Auditors
Article 14 - Auditors
The auditors are appointed and are eligible for reappointment under the conditions provided for by law.
The auditors are called to attend all the board meetings which examine and finalise the annual or intermediary
accounts, and all shareholders' meetings.

SECTION 5
General Meetings
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Article 15 - Conduct of General Meetings
1.

Convening and proceedings - Agenda

Ordinary and extraordinary General Meetings, satisfying the legal conditions for quorum and majority voting, exercise
the powers respectively attributed to them by the Law.
They are convened in accordance with the rules and the terms laid down by Law.
Meetings are held at the registered office of the Company or at any other place determined by the board, either within
the "département" in which the registered office is located or in any other French territory. The agenda of the meeting
is drawn up by the board of directors if the board has called the meeting and, if not, by the person calling the meeting.
However, one or more shareholders satisfying the conditions laid down by Law may request the inclusion of matters
or draft resolutions on the agenda.
Questions not appearing on the agenda may not be considered.
2.

Admission and representation

Ordinary and extraordinary General Meetings are made up of all shareholders without distinction between the class
of shares which they hold.
In all Shareholders' Meetings, Shareholders are only entitled to exercise their right to vote if their Shares have been
subject to a book entry in the name of the shareholder or the intermediary registered for its account within the time
periods provided for by applicable legal and regulatory provisions, either in the accounts of registered securities held
by the Company for registered Shares, or in the accounts of bearer securities held by an intermediary authorised for
bearer Shares.
This book entry is officially acknowledged in accordance with the terms laid down by Law.
Shareholders may vote by proxy or by correspondence at General Meetings under the conditions laid down by Law.
In order to be taken into account, the voting forms and proxies must be received by the Company at least three days
prior to the Meeting, unless a shorter term is decided by the board of directors or is stipulated by Law.
Pursuant to the Board of Directors’ decision, communicated by way of the notice of meeting and/or the convocation
to the meeting, any shareholder may vote at a shareholders’ meeting by proxy or by correspondence via any electronic
means of telecommunication in accordance with the conditions set by Law. In these cases, forms for voting at a
distance or by proxy, as well as participation certificates, can be completed by way of a duly signed electronic medium
under the conditions set forth by the applicable legal and regulatory provisions.
To this end, completing and electronically signing the form can be done directly on the Internet site created by the
centralizing agent of the Shareholders’ Meeting. The electronic signature of the form can be carried out (i) by entering
an identification code and password, under the conditions contemplated by regulation, or (ii) by any other process
satisfying the conditions defined by regulation. The power to vote by proxy or the vote expressed as such before the
shareholders’ meeting by way of this electronic method as well as, if applicable, the proof of receipt delivered after
the power to vote by proxy or the vote is expressed, will be considered as a written proof that is irrevocable and
binding to all, excluding cases of transfers of securities that are subject to a notification under the conditions
contemplated by applicable regulations.
A shareholder may be represented by another shareholder or by his or her spouse, or by any natural or legal person of
his/her/its choosing.
In compliance with the 7th paragraph of Article L. 228-1 of the French Commercial Code, the owners of the securities
may be represented by a registered intermediary, in the conditions set down by Law.
Any shareholder having voted at a distance, or sent a proxy or requested his or her admission card or an attendance
certificate, may at any time sell all or some of his or her shares pursuant to which he or she transmitted his or her vote
or proxy or requested one of these documents. In the event of a transfer of ownership occurring prior to the time period
provided for the book entry referred to above, the Company shall, as applicable, invalidate or modify accordingly the
vote made at a distance, proxy, admission card or attendance certificate.
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The board of directors shall have the powers to organise, within the limits of the Law, the attendance and voting of
the shareholders at General Meetings by videoconferencing or by any telecommunications means enabling the
identification of such shareholders. If applicable, this decision of the board of directors shall be communicated in the
notice of the meeting and/or the invitation to attend. Those shareholders attending Shareholder’s Meetings by
videoconference or by these other means are deemed to be present for the purposes of calculating the quorum and the
majority.
3.

Voting Rights

One voting right is attached to each Share, subject to the veto right granted to Caisse de dépôt et placement du
Québec and its Affiliates (as such terms are defined in the terms and conditions of the Class B Preferred Shares), the
terms of which are specified in Annex 1 to these Articles of Association.
By exception to the provisions of the last paragraph of Article L. 225-123 of the French Commercial Code, no Share
shall bear any double voting right.
At all Ordinary, Extraordinary or Special General Meetings, the voting right on shares shall, in cases where such
shares are subject to usufruct, be exercisable by the usufructuary.
4.

Minutes of General Meetings

The proceedings of General Meetings are recorded in minutes written and preserved in accordance with the provisions
of the Law.
Copies or summaries of the minutes are duly certified correct by the president of the board, the secretary of the Meeting
or the board member appointed to chair the Meeting.
Article 16 – Ordinary General Meetings
Ordinary General Meetings are General Meetings called to make decisions that do not alter the Articles of Association.
They are held at least once a year, within the legal and regulatory time limits in force, to consider the accounts for the
preceding financial year.
The proceedings of an ordinary General Meeting are only valid the first time it is called if the shareholders present,
represented or voting by correspondence, own at least the minimum percentage of the shares with voting rights as
required by Law.
No quorum is required if the meeting has to be called a second time.
Decisions are taken by a majority of the votes expressed by the shareholders present or represented, including those
exercising a vote by correspondence or a distance voting.
Article 16-A – Special Meetings
The holders of Class B Preferred Shares are consulted under the conditions provided for by Law as to questions that
are specifically within their authority. The holders of Class B Preferred Shares meet at a special meeting to vote on
any modification of their rights.
The special meeting of the holders of Class B Preferred Shares may validly deliberate only if the shareholders present
or represented hold at least one-third, on a first notice of meeting, or one-fifth, on a second notice of meeting, of the
Class B Preferred Shares. Otherwise, the second meeting may be adjourned to a date that is no more than two months
from that on which it had been called.
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Article 17 – Extraordinary General Meetings
Only extraordinary General Meetings have authority to alter the Articles of Association. They may not, however,
increase the shareholders' liability, except for operations resulting from a properly decided and conducted exchange
or consolidation of shares.
Extraordinary General Meetings can only transact business if the shareholders present, represented or voting by
correspondence own at least, on first or on second call, the minimum percentage of the shares with voting rights as
required by Law depending on the nature of the decision submitted for approval to the extraordinary General Meeting.
Decisions require a two-thirds majority of the votes expressed by the shareholders present or represented, including
those exercising a vote by correspondence or a distance voting.
Article 18 – General Bondholders' Meeting
The Board of Directors may organize, under the conditions provided for by law, the participation and voting of
bondholders at General Meetings by videoconference or any other means of telecommunication allowing their
identification. Where applicable, the decision of the Board shall be communicated in the convening notice and/or
notice of meeting. Bondholders participating in meetings by videoconference or by any other such means shall be
deemed present for the calculation of the quorum and the majority.

SECTION 6
Financial year - Accounting Records - Profits
Article 19 – Financial Year
The financial year starts on April 1 and ends on March 31.
Article 20 - Accounting Records
At the close of each financial year, the board of directors establishes the Company financial statements and draws up
the annual management report. It examines the consolidated accounts and the annual management report for the group,
all in accordance with the Law.
These reports are sent to shareholders in the forms and within the time limits legally required. They are presented to
the annual General Meeting.
Article 21 - Profits
The profits for the financial year consist of the revenues relating to the preceding financial year, less overheads and
other company expenditure including provisions and depreciation allowances.
At least 5% is set aside from the profits less any previous losses if appropriate to form the legal reserve fund. This
provision ceases to be mandatory once the value of the fund reaches one-tenth of the share capital.
The remainder (less the above deductions) of the retained earnings and withdrawals from the reserves which the
general meeting has at its disposal shall, if the general meeting so desires, be distributed among the Shares, once the
sums carried forward by the said meeting or transferred by it to one or more reserve funds have been deducted.

Page 10 of 12

Annex 7
After the accounts have been approved by the General Meeting, any losses are carried forward, to be charged against
the profits of subsequent financial years until they are cancelled out.
Each shareholder may be granted at the General Meeting, for all or part of the dividend or interim dividend distributed,
an option to be paid the dividend or interim dividends in cash or in shares of the company, under the current legal and
regulatory conditions.

SECTION 7
Dissolution, Liquidation
Article 22 – Early Dissolution
-

The General Meeting, convened under the conditions laid down by Law, may at any time and for whatever
reason decide on the early dissolution of the Company.

-

If the losses shown in the accounting records indicate that the Company's net asset value has fallen below
half the value of the issued share capital, the board must call an extraordinary General Meeting within four
months of the approval of the accounts showing such losses, in order to decide whether the Company should
be dissolved.

-

If dissolution is not decided on, the Company must, by the end of the second financial year following the
financial year during the course of which the losses were recorded, reduce its share capital by an amount
equal to the losses which it has been impossible to charge against the reserves, if the net asset value of the
Company has not returned over this period to a value at least equal to half the issued share capital.

In either case, publication of the decision adopted by the General Meeting shall be given in accordance with legal
provisions.
Article 23 – Liquidation - Appointment - Powers of Liquidators
When the period fixed for the duration of the Company expires or in case of early dissolution, the General Meeting
shall determine the form of liquidation, appoint one or more liquidators and determine their remuneration.
In the event of the death, resignation or inability to act of the liquidators, an ordinary general meeting convened under
the conditions laid down by law shall provide for their replacement.
During liquidation, the powers of the General Meeting remain the same as while the Company was in normal business.
A meeting of shareholders shall be called at the end of the liquidation process to consider the liquidator's accounts, to
approve his release and to note the closure of the liquidation procedure.
Once the liabilities have been paid off, the balance of assets will first be used to pay shareholders a sum equal to the
paid-up and non-amortised capital.
Any remaining surplus will constitute profit and will be distributed between all the shares in proportion to their
nominal value, taking the provisions of Article 8 above into account.
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SECTION 8
Disputes
Article 24 – Competent Courts
Any disputes that may arise during the term of the Company or at the time of liquidation, whether between the
shareholders and the Company, or among the shareholders themselves regarding corporate affairs, shall be submitted
exclusively to the jurisdiction of the courts of the registered office.
*********
Annex 1
Terms and Conditions of the Class B Preferred Shares
Please refer to Annex 4 (Terms and conditions of the Preferred Shares) of this Amendment.
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ANNEX 8
FINANCIAL INFORMATION ABOUT BOMBARDIER TRANSPORTATION

This Annex 8 includes the following:
Annex 8.A. :

Bombardier Transportation (Global Holding) UK Limited’s
annual financial statements for the fiscal year ended 31 December
2018, with the report of Bombardier Transportation (Global
Holding) UK Limited’s statutory auditor on those financial
statements

Annex 8.B. :

Bombardier Transportation (Global Holding) UK Limited’s
annual financial statements for the fiscal year ended 31 December
2019, with the reports of Bombardier Transportation (Global
Holding) UK Limited’s statutory auditor on those financial
statements

Annex 8.C. :

Bombardier Transportation (Global Holding) UK Limited’s
quarterly financial statements as of 31 March 2020, with the
limited review report of Bombardier Transportation (Global
Holding) UK Limited’s statutory auditor on those accounts

Annex 8.D. :

Bombardier Transportation (Global Holding) UK Limited’s
interim financial statements for the six months ended 30 June
2020, with the limited review report of Bombardier
Transportation (Global Holding) UK Limited’s statutory auditor
on those financial statements

Annex 8.A. :

Bombardier Transportation (Global Holding) UK Limited’s annual financial statements
for the fiscal years ended 31 December 2018 and 2019,
with the reports of Bombardier Transportation (Global Holding) UK Limited’s statutory auditor
on those financial statements

Bombardier Transportation (Global Holding)
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Engagement Terms, Liability and Conditions of Use
General Engagement Terms

We issue the audit opinion presented below in compliance with legal and professional
requirements subject to the conditions described in the enclosed “Engagement Terms,
Liability and Conditions of Use”.
INDEPENDENT AUDITOR’S REPORT

To Bombardier Transportation (Global Holding) UK Limited
Opinion
We have audited the consolidated financial statements of Bombardier Transportation
(Global Holding) UK Limited and its subsidiaries (the group), which comprise the
consolidated statements of financial position as at December 31, 2018, and the
consolidated statement of comprehensive income, consolidated statement of changes
in equity and consolidated statement of cash flows for the year then ended and notes
to the consolidated financial statements, including a summary of significant
accounting policies.
In our opinion, the accompanying consolidated financial statements give a true and
fair view of the financial position of the group as at December 31, 2018, and of its
consolidated financial performance and its consolidated cash flows for the year then
ended in accordance with International Financial Reporting Standards.
Basis for Opinion
We conducted our audit in accordance with International Standards on Auditing (ISAs).
Our responsibilities under those standards are further described in the Auditor’s
Responsibilities for the Audit of the Consolidated Financial Statements section of our
report. We are independent of the Group in accordance with the german ethical
requirements that are relevant to our audit of the consolidated financial statements,
and we have fulfilled our other ethical responsibilities in accordance with these
requirements. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Responsibilities of Management and Those Charged with Governance for the
Consolidated Financial Statements
Management is responsible for the preparation of consolidated financial statements
that give a true and fair view in accordance with International Financial Reporting
Standards, and for such internal control as management determines is necessary to
enable the preparation of consolidated financial statements that are free from material
misstatement, whether due to fraud or error.
In preparing the consolidated financial statements, management is responsible for
assessing the Group’s ability to continue as a going concern, disclosing, as applicable,
matters related to going concern and using the going concern basis of accounting
unless management either intends to liquidate the Group or to cease operations, or
has no realistic alternative but to do so.
Those charged with governance are responsible for overseeing the Group’s financial
reporting process.
Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements
Our objectives are to obtain reasonable assurance about whether the consolidated
financial statements as a whole are free from material misstatement, whether due to
fraud or error, and to issue an auditor’s report that includes our opinion. Reasonable
assurance is a high level of assurance, but is not a guarantee that an audit conducted
in accordance with ISAs will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually
or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these consolidated financial statements.
As part of an audit in accordance with ISAs, we exercise professional judgment and
maintain professional skepticism throughout the audit. We also:
• Identify and assess the risks of material misstatement of the consolidated financial
statements, whether due to fraud or error, design and perform audit procedures
responsive to those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as
fraud may involve collusion, forgery, intentional omissions, misrepresentations, or
the override of internal control.

• Obtain an understanding of internal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the Group’s internal control.
• Evaluate the appropriateness of accounting policies used and the reasonableness
of accounting estimates and related disclosures made by management.
• Conclude on the appropriateness of management’s use of the going concern basis
of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the Group’s ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor’s report to the
related disclosures in the consolidated financial statements or, if such disclosures
are inadequate, to modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditor’s report. However, future events or
conditions may cause the Group to cease to continue as a going concern.
• Evaluate the overall presentation, structure and content of the consolidated
financial statements, including the disclosures, and whether the consolidated
financial statements represent the underlying transactions and events in a manner
that achieves a true and fair view.
• Obtain sufficient appropriate audit evidence regarding the consolidated financial
information of the entities or business activities within the Group to express an
opinion on the consolidated financial statements. We are responsible for the
direction, supervision and performance of the group audit. We remain solely
responsible for our audit opinion.

We communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit and significant audit findings,
including any significant deficiencies in internal control that we identify during our
audit.
Berlin, Germany, March 12, 2019
Ernst & Young GmbH
Wirtschaftsprüfungsgesellschaft

Canzler
Wirtschaftsprüfer
(German Public Auditor)

Hofmann
Wirtschaftsprüfer
(German Public Auditor)
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GLOSSARY
The following table shows the abbreviations used in this report.
Term
AFS
AOCI
BST
CCTD

Description
Available for sale
Accumulated other comprehensive income
Bombardier Sifang (Qingdao) Transportation Ltd.
Cumulative currency translation difference

CDPQ
CGU
DDHR
DSU
EBIT

Caisse de dépôt et placement du Québec
Cash generating unit
Derivative designated in a hedge relationship
Deferred share unit
Earnings (loss) before financing expense, financing
income and income taxes

Term
HFT
IAS
IASB
IFRIC

IFRS
NCI
OCI
PCG
PP&E
PSG
EBITDA Earnings (loss) before financing expense, financing PSU
income, income taxes, amortization and impairment R&D
charges on PP&E and intangible assets
RSU
EBT
Earnings (loss) before income taxes
SG&A
FVOCI Fair value through other comprehensive income
U.K.
(loss)
U.S.
FVTP&L Fair value through profit and loss

Description
Held for trading
International Accounting Standard(s)
International Accounting Standards Board
International Financial Reporting Interpretation
Committee
International Financial Reporting Standard(s)
Non-controlling interests
Other comprehensive income (loss)
Parent company guarantees
Property, plant and equipment
Performance security guarantee
Performance share unit
Research and development
Restricted share unit
Selling, general and administrative
United Kingdom
United States of America

Bombardier Transportation is used as abbreviation for Bombardier Transportation (Global Holding) UK Limited.
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BOMBARDIER TRANSPORTATION
CONSOLIDATED STATEMENTS OF INCOME
For the fiscal years ended December 31
(in millions of euro)

Notes
Revenues
Rolling Stock
Services
System and signalling
Cost of sales
Gross margin
SG&A
R&D
Share of income of joint ventures and associates
Other expense (income)
Special items
EBIT
Financing expense
Financing income
EBT
Income taxes
Net income
Attributable to
Equity holders of Bombardier Transportation
NCI

2018

(1)

14

€

34
6
7
8
8
10
€
€
€

(1)

2017
restated

4,943
1,773
825
7,541
6,472
1,069
490
103
(94)
3
(21)
588
86
(21)
523
228
295

€

290
5
295

€

€

€

5,141
1,669
770
7,580
6,516
1,064
561
107
(156)
(7)
310
249
101
(10)
158
88
70
72
(2)
70

Restated, refer to Note 3 for the impact of changes in accounting policies.

The notes are an integral part of these consolidated financial statements.
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BOMBARDIER TRANSPORTATION
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
For the fiscal years ended December 31
(in millions of euro)

Notes
Net income
OCI
Items that may be reclassified to net income
Net change in cash flow hedges
Foreign exchange re-evaluation
Net gain on derivative financial instruments
Reclassification to income or to the related non-financial asset(2)
Income taxes
CCTD
Net investments in foreign operations
Items that are never reclassified to net income
Retirement benefits
Remeasurement of defined benefit plans
Income taxes
Total OCI
Total comprehensive income
Attributable to
Equity holders of Bombardier Transportation
NCI

2018
€

10

10

€
€
€

295

2017
restated
€
70

—
12
5
(8)
9

(3)
34
(10)
26
47

(3)

(111)

46
10
56
62
357
353
4
357

€
€
€

(1)

262
(38)
224
160
230
233
(3)
230

(1)

Restated, refer to Note 3 for the impact of changes in accounting policies.
(2)
€1 million of net deferred loss is expected to be reclassified from OCI to the carrying amount of the related non-financial asset or to income
during fiscal year 2019.
The notes are an integral part of these consolidated financial statements.
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BOMBARDIER TRANSPORTATION
CONSOLIDATED STATEMENTS OF FINANCIAL POSITION
As at
(in millions of euro)
Notes
Assets
Cash and cash equivalents
Trade and other receivables
Contract assets
Inventories
Other financial assets
Other assets
Current assets
PP&E
Goodwill
Deferred income taxes
Investments in joint ventures and associates
Other financial assets
Other assets
Non-current assets

12
13
14
15
17
18

December 31
2018

€

19
20
10
34
17
18
€

Liabilities
Trade and other payables
Provisions
Contract liabilities
Other financial liabilities
Other liabilities
Current liabilities
Provisions
Long-term debt
Retirement benefits
Other financial liabilities
Other liabilities
Non-current liabilities

22
23
14
24
25

€

23
26
21
24
25

Equity
Attributable to equity holders of Bombardier
Transportation
Attributable to NCI
€
Commitments and contingencies
(1)

December 31
2017
restated

662
921
2,240
119
132
229
4,303
677
1,701
182
431
81
348
3,420
7,723

€

2,208
843
2,289
124
865
6,329
56
20
854
1
60
991
7,320

€

394
9
403
7,723

€

€

January 1
2017
restated

(1)

993
726
2,003
172
166
269
4,329
674
1,702
287
405
214
330
3,612
7,941

€

1,940
1,071
2,231
197
1,056
6,495
140
24
868
1
94
1,127
7,622

€

311
8
319
7,941

€

€

(1)

732
859
1,468
194
179
255
3,687
732
1,760
353
311
246
227
3,629
7,316
1,377
1,164
2,007
234
1,035
5,817
13
29
1,025
12
127
1,206
7,023
277
16
293
7,316

36

Restated, refer to Note 3 for the impact of changes in accounting policies.

The notes are an integral part of these consolidated financial statements.
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BOMBARDIER TRANSPORTATION
CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
For the fiscal years ended
(in millions of euro)
Attributable to equity holders of Bombardier Transportation
Share
Capital and
Premium

As at January 1, 2017(1)
Total comprehensive income
Net income (loss)
OCI
Conversion of share premium(2)
Capital return to shareholders
Contribution from Bombardier Inc.(3)
Capital distribution
As at December 31, 2017(1)
Total comprehensive income
Net income
OCI
Capital return to shareholders
Capital distribution
As at December 31, 2018

Common
Shares
€
4,876

€

—
—
—
(850)
—
52
—
4,078

€

—
—
—
—
—
4,078

Retained earnings
Accumulated OCI
Other
Group
RemeaCash
retained
Reorgani- surement
flow
CCTD
earnings
zation
losses
hedges
€
—
€
(3,921) €
(703) €
3 €
22

€

72
—
72
850
(251)
—
—
671

€

290
—
290
(270)
—
691

€

—
—
—
—
—
—
—
(3,921) €

—
224
224
—
—
—
—
(479) €

—
47
47
—
—
—
—
50

€

—
—
—
—
—
(3,921) €

—
56
56
—
—
(423) €

—
9
9
—
—
59

€

Total
277

€

NCI
16

€

Total
Equity
293

€

—
(110)
(110)
—
—
—
—
(88) €

72
161
233
—
(251)
52
—
311 €

(2)
(1)
(3)
—
—
—
(5)
8 €

70
160
230
—
(251)
52
(5)
319

€

—
(2)
(2)
—
—
(90) €

290
63
353
(270)
—
394 €

5
(1)
4
—
(3)
9 €

295
62
357
(270)
(3)
403

(1)

Restated, refer to Note 3 for the impact of changes in accounting policies.
On March 3rd, 2017, Bombardier Transportation converted €850 million of Share Premium into retained earnings.
(3)
For more details, see Note 7 - Special items.
(2)

The notes are an integral part of these consolidated financial statements.
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BOMBARDIER TRANSPORTATION
CONSOLIDATED STATEMENTS OF CASH FLOWS
For the fiscal years ended December 31
(in millions of euro)
Notes
Operating activities
Net income
Non-cash items
Amortization
Impairment charge on PP&E
Deferred income taxes
Gains on disposals of PP&E and intangible assets
Gain on disposal of business
Share of income of joint ventures and associates
Share-based expense
Loss on sale of long-term contract receivables
Dividends received from joint ventures and associates
Net change in non-cash balances
Cash flows from operating activities
Investing activities
Additions to PP&E and intangible assets
Proceeds from disposals of PP&E and intangible assets
Net proceeds from disposal of a business
Capital injection in joint ventures and associates
Cash flows from investing activities
Financing activities
Net proceeds from issuance of long-term debt
Repayments of long-term debt
Capital return to shareholders(2)
Capital return to NCI
Cash flows from financing activities
Effect of exchange rates on cash and cash equivalents
Net increase in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year
Supplemental information(3)(4)
Cash paid for
Interest
Income taxes
Cash received for
Interest
Income taxes

2018

€
19, 20
7, 19
10
6, 7
6
34
28
7

€

(1)

70

85
7
116
(54)
—
(94)
22
26
61
(469)
(5)

87
33
38
(8)
(2)
(156)
17
—
49
632
760

(164)
73
1
—
(90)

(120)
12
2
(12)
(118)

€

2
(7)
(270)
(3)
(278)
42
(331)
993
662

€

2
(6)
(251)
(5)
(260)
(121)
261
732
993

€
€

18
123

€
€

17
95

€
€

3
21

€
€

4
31

29

12

295

2017
restated

(1)

Restated, refer to Note 3 for the impact of changes in accounting policies.
For more details, see Note 35 - Transactions with related parties.
(3)
Amounts paid or received for interest and income taxes are reflected as cash flows from operating activities.
(4)
Interest paid comprises interest on long-term debt excluding up-front costs paid related to the negotiation of debts or credit facilities. Interest
received comprises interest received related to cash and cash equivalents.
(2)

The notes are an integral part of these consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the fiscal years ended December 31, 2018 and 2017
(Tabular figures are in millions of euro, unless otherwise indicated)

1. BASIS OF PRESENTATION
BT Holdco is incorporated under the laws of the UK and is the parent of Bombardier Transportation (Global
Holding) UK Limited (“Bombardier Transportation”). Bombardier Transportation is a wholly owned subsidiary of BT
Holdco. Bombardier Transportation is incorporated under the laws of the UK. Bombardier Transportation’s
headquarters is located in Berlin, Germany. Bombardier Transportation provides rail transportation equipment,
systems and related services. Bombardier Transportation is a global leader in the rail equipment manufacturing
and servicing industry and is managed as a separate operating segment of Bombardier Inc.

Basis of presentation
Bombardier Transportation’s Consolidated Financial Statements are expressed in Euro and have been prepared in
accordance with IFRS, as issued by the IASB.
Bombardier Transportation’s Consolidated Financial Statements for fiscal year 2018 were authorized for issuance
by the Board of Directors on March 12, 2019.

Nature of operations
The table below presents the main market segments as well as an overview of the main products and services.
ROLLING STOCK AND SYSTEMS
• Very high-speed
trains
• High-speed trains
• Intercity trains
• Regional trains
• Commuter trains
• Metros
• Light rail vehicles
• Automated
people mover (APM)
• Light rail systems
• Automated monorail
• Turnkey systems

• Electric & Diesel
Locomotives
• Traction and
auxiliary converters
• Traction motors
• Train control and
management
systems
• Bogies product
portfolio to match
the entire range of
rail vehicles

SERVICES
• Fleet management
• Material and logistics
management
• Vehicle renovation
and overhaul
• Component reengineering
and overhaul
• Technical support
• Operations and
maintenance

SIGNALLING
• Integrated control
systems
• Computer and
relay based
interlocking systems
• Transit security
• Radio based
rail control and
signalling systems
• Wayside equipment

• Automatic train
protection and
train operation
systems
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The accounting policies set out below have been applied consistently to all periods presented in these
consolidated financial statements, unless otherwise stated.

Basis of consolidation
The Consolidated Financial Statements include all legal entities of Bombardier Transportation, most of which are
directly or indirectly wholly owned.
The principal legal entities, whose revenues represent more than 10% of total revenues of Bombardier
Transportation, or more than 10% of its total assets, are as follows:
Subsidiary
Bombardier Transportation GmbH
Bombardier Transportation (Holdings) UK Ltd.
Bombardier Transportation Canada Inc.

Location
Germany
U.K.
Canada

Revenues of these legal entities totalled 50% of consolidated revenues or 48% of consolidated assets for fiscal
year 2018 (46% and 45% for fiscal year 2017).
Subsidiaries – Subsidiaries are fully consolidated from the date of acquisition and continue to be consolidated
until the date control over the subsidiaries ceases.
Bombardier Transportation consolidates investees, including structured entities when, based on the evaluation of
the substance of the relationship with Bombardier Transportation, it concludes that it controls the investees.
Bombardier Transportation controls an investee when it is exposed, or has rights, to variable returns from its
involvement with the investee and has the ability to affect those returns through its power over the investee.
Joint ventures – Joint ventures are those entities over which Bombardier Transportation exercises joint control,
requiring unanimous consent of the parties sharing control of relevant activities such as, strategic financial and
operating decision making and where the parties have rights to the net assets of the arrangement. Bombardier
Transportation recognizes its interest in joint ventures using the equity method of accounting, and are recorded in
EBIT.
Associates – Associates are entities in which Bombardier Transportation has the ability to exercise significant
influence over the financial and operating policies. Investments in associates are accounted for using the equity
method of accounting, and are recorded in EBIT.
All significant intercompany balances and transactions between Bombardier Transportation entities have been
eliminated. Transactions with Bombardier Inc. or affiliated entities that do not belong to the scope of consolidated
entities are disclosed as related party transactions. Refer to Note 35 - Transactions with related parties.

Foreign currency translation
The consolidated financial statements are expressed in Euro, the presentation currency of Bombardier
Transportation. The presentation currency is the currency in which the financial statements are presented. The
functional currency is the currency of the primary economic environment in which an entity operates. The
functional currency of most foreign subsidiaries is their local currency, the Euro, Pound sterling, Swedish Krona,
various other European currencies and the U.S. dollar.
Foreign currency transactions – Transactions denominated in foreign currencies are initially recorded in the
functional currency of the related entity using the exchange rates in effect at the date of the transaction. Monetary
assets and liabilities denominated in foreign currencies are translated using the closing exchange rates. Any
resulting exchange difference is recognized in income except for exchange differences related to retirement
benefits asset and liability which are recognized in OCI. Non-monetary assets and liabilities denominated in
foreign currencies and measured at historical cost are translated using historical exchange rates, and those
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measured at fair value are translated using the exchange rate in effect at the date the fair value is determined.
Revenues and expenses are translated using the average exchange rates for the period or the exchange rate at
the date of the transaction for significant items.
Foreign operations – Assets and liabilities of foreign operations whose functional currency is other than the Euro
are translated into Euro using closing exchange rates. Revenues and expenses, as well as cash flows, are
translated using the average exchange rates for the period. Translation gains or losses are recognized in OCI and
are reclassified in income on disposal or partial disposal of the investment in the related foreign operation.
The exchange rates for the major currencies used in the preparation of the consolidated financial statements were
as follows:

Pound Sterling
Swedish Krona
US dollar

December 31
2018
1,11791
0,09752
0,87336

Exchange rates
as at
December 31
January 1
2017
2017
1.12710
1.16798
0.10159
0.10468
0.83382
0.94868

Average exchange rates
for fiscal years
2018
1,13048
0,09757
0,84661

2017
1.14214
0.10384
0.88821

Revenue recognition
Long-term contracts – Revenues from long-term contracts related to designing, engineering or manufacturing
specifically designed products (including rail vehicles, vehicles overhaul and signalling contracts) and service
contracts are generally recognized over time. The measure of progress toward complete satisfaction of the
performance obligation is generally determined by comparing the actual costs incurred to the total costs
anticipated for the entire contract, excluding costs that are not representative of the measure of performance. The
contract transaction price is adjusted for change orders, claims, performance incentives and other contract terms
that provide for the adjustment of prices to the extent they represent enforceable rights for Bombardier
Transportation. Variable consideration such as assumptions for price escalation clauses and performance
incentives is only included in the transaction price to the extent that it is highly probable that a significant reversal
in the amount of cumulative revenue recognized will not occur when the uncertainty associated with the variable
consideration is subsequently resolved. Customer options are only included in the transaction price of the contract
when they become legally enforceable as a result of the customer exercising its right to purchase the additional
goods or services. If a contract review indicates the expected costs to fulfill the contract exceed the expected
economic benefits expected to be received under it, the entire expected loss on the contract is recognized as an
onerous contract provision with the corresponding expense recorded in cost of sales. The expected benefits to be
received are generally limited to the revenues from the associated contract.
Options for additional assets are treated as contract modifications when exercised. Modifications of Bombardier
Transportation’s long term contracts are generally accounted as part of the existing contract to the extent the
remaining goods and services are considered to form part of a single performance obligation that is partially
satisfied at the date of contract modification. The effect that the contract modification has on the transaction price
and the existing progress toward satisfaction of the single performance obligation is recognized as an adjustment
to revenue at the date of the contract modification on a cumulative catch-up basis.
Other – Revenues from the sale of spare parts are recognized at the point in time when the customer has
obtained control of the promised asset and Bombardier Transportation has satisfied the performance obligation.

Contract balances
Contract related balances comprise of contract assets and contract liabilities presented separately in the
consolidated statements of financial position.
Contract assets - Are recognized when goods or services are transferred to customers before consideration is
received or before Bombardier Transportation has an unconditional right to payment for performance completed
to date. Contract assets are subsequently transferred to receivables when the right of payment becomes
unconditional. Contract assets comprise cost incurred and recorded margins in excess of advances and progress
billings on long-term production and service contracts.
10

Contract liabilities – Are recognized when amounts are received from customers in advance of transfer of goods
or services. Contract liabilities are subsequently recognized in revenue as or when Bombardier Transportation
performs under contracts. Contract liabilities comprise advances and progress billings in excess of long-term
contract cost incurred and recorded margin, and other deferred revenues related to operation and maintenance of
systems.
A net position of contract asset or contract liability is determined for each contract. The cash flows in respect of
advances and progress billings, including amounts received from third party advance providers, are classified as
cash flows from operating activities.

Government assistance
Government assistance, including investment tax credits, is recognized when there is a reasonable assurance
that the assistance will be received and that Bombardier Transportation will comply with all relevant conditions.
Government assistance related to the acquisition of inventories, PP&E and intangible assets is recorded as a
reduction of the cost of the related asset. Government assistance related to current expenses is recorded as a
reduction of the related expenses.

Special items
Special items comprise items which do not reflect Bombardier Transportation’s core performance or where their
separate presentation will assist users of the consolidated financial statements in understanding Bombardier
Transportation’s results for the period. Such items include, among others, the impact of restructuring charges and
significant impairment charges and reversals.

Income taxes
Bombardier Transportation applies the liability method of accounting for income taxes. Deferred income tax
assets and liabilities are recognized for the future income tax consequences of temporary differences between the
carrying amounts of assets and liabilities and their respective tax bases, and for tax losses carried forward.
Deferred income tax assets and liabilities are measured using the substantively enacted tax rates that will be in
effect for the year in which the differences are expected to reverse.
Deferred income tax assets are recognized to the extent that it is probable that future taxable income will be
available against which the deductible temporary differences and unused tax losses can be utilized.
Deferred income tax assets and liabilities are recognized directly in income, OCI or equity based on the
classification of the item to which they relate.

Financial instruments
A financial instrument is any contract that gives rise to a financial asset of one party and a financial liability or
equity instrument of another party. Financial assets of Bombardier Transportation include cash and cash
equivalents, trade and other receivables, long-term contract receivables, investments in securities, deposits,
loans, restricted cash and derivative financial instruments with a positive fair value. Financial liabilities of
Bombardier Transportation include trade and other payables, long-term debt and derivative financial instruments
with a negative fair value.
Financial instruments are recognized in the consolidated statement of financial position when Bombardier
Transportation becomes a party to the contractual obligations of the instrument. On initial recognition, financial
instruments are recognized at their fair value plus, in the case of financial instruments not at FVTP&L, transaction
costs that are directly attributable to the acquisition or issue of financial instruments. Subsequent to initial
recognition, financial instruments are measured according to the category to which they are classified, which are:
a) financial instruments classified as FVTP&L, b) financial instruments designated as FVTP&L, c) FVOCI financial
assets, or d) amortised cost. Financial instruments are subsequently measured at amortized cost, unless they are
classified as FVOCI or FVTP&L or designated as FVTP&L, in which case they are subsequently measured at fair
value. Bombardier Transportation does not designate any financial instruments at FVTP&L.
A financial asset is derecognized when the rights to receive cash flows from the asset have expired, or
Bombardier Transportation has transferred its rights to receive cash flows from the asset and either (a)
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Bombardier Transportation has transferred substantially all the risks and rewards of the asset, or (b) Bombardier
Transportation has neither transferred nor retained substantially all the risks and rewards of the asset, but has
transferred control of the asset.
For transactions where it is not obvious whether Bombardier Transportation has transferred or retained
substantially all the risks and rewards of ownership, Bombardier Transportation performs a quantitative analysis to
compare its exposure to the variability in asset cash flows before and after the transfer. Judgment is applied in
determining a number of reasonably possible scenarios that reflect the expected variability in the amount and
timing of net cash flows, and then in assigning each scenario a probability with greater weighting being given to
those outcomes which are considered more likely to occur.
When the transfer of a customer receivable results in the derecognition of the asset, the corresponding cash
proceeds are classified as cash flows from operating activities.
A financial liability is derecognized when the obligation under the liability is discharged or cancelled or expires.
When an existing liability is replaced by another from the same creditor on substantially different terms, or the
terms of the liability are substantially modified, such an exchange or modification is treated as the derecognition of
the original liability and the recognition of a new liability. The difference in the respective carrying amounts is
recognized in the statement of income.
a) Financial instruments classified at amortized cost
Cash and cash equivalents – Cash and cash equivalents consist of cash and highly liquid investments
held with investment-grade financial institutions, with maturities of three months or less from the date of
acquisition.
Other Financial instruments - Trade and other receivables, restricted cash and other financial assets
are all financial assets measured at amortized cost using the effective interest rate method less any
impairment losses. Trade and other payables, short-term borrowings, long-term debt and certain other
financial liabilities are measured at amortized cost using the effective interest rate method.
Trade receivables as well as other financial assets are subject to impairment review. Trade receivables
and contract assets are reviewed for impairment based on the simplified approach which measures the
loss allowance at an amount equal to the lifetime expected credit losses. Other financial assets for which
the credit risk has not increased significantly since initial recognition, the loss allowance is measured at
an amount equal to 12-month expected credit losses. For other financial assets for which the credit risk
has increased significantly since initial recognition, the loss allowance is measured at an amount equal to
the lifetime expected credit losses.
b)

Financial instruments classified as FVTP&L
Long-term contract receivables are required to be classified as FVTP&L. Subsequent changes in fair
value of such financial instruments are recorded in other expense (income), except for the fair value
changes arising from a change in interest rates or when the instrument is held for investing purposes
which are recorded in financing expense or financing income.
Derivative financial instruments – Derivative financial instruments are mainly used to manage
Bombardier Transportation’s exposure to foreign exchange market risks, generally through forward
foreign exchange contracts. Derivative financial instruments include derivatives that are embedded in
financial or non-financial contracts that are not closely related to the host contracts.
Derivative financial instruments are classified as FVTP&L, unless they are designated as hedging
instruments for which hedge accounting is applied (see below). Changes in the fair value of derivative
financial instruments not designated in a hedging relationship, excluding embedded derivatives, are
recognized in cost of sales or financing expense or financing income, based on the nature of the
exposure.
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Embedded derivatives of Bombardier Transportation include foreign exchange instruments included in
sale or purchase agreements. Upon initial recognition, the fair value of the foreign exchange instruments
not designated in a hedge relationship is recognized in cost of sales. Subsequent changes in fair value of
embedded derivatives are recorded in cost of sales or financing expense or financing income, based on
the nature of exposure.
c) FVOCI financial assets
Investments in securities are classified as FVOCI. Investments in securities, excluding equity instruments,
are accounted for at fair value with unrealized gains and losses included in OCI, except for impairment
gains or losses and foreign exchange gains and losses on monetary investments, such as fixed income
investments, which are recognized in income. Equity instruments, included in investments in securities,
were designated, on initial recognition, at FVOCI, where the subsequent changes in the fair value are
recognized in OCI with no recycling to net income. Dividend income is recognized in financing income.

Hedge accounting
Designation as a hedge is only allowed if, both at the inception of the hedge and throughout the hedge period, the
changes in the fair value of the derivative and non-derivative hedging financial instruments are expected to
substantially offset the changes in the fair value of the hedged item attributable to the underlying risk exposure.
Bombardier Transportation formally documents all relationships between the hedging instruments and hedged
items, as well as its risk management objectives and strategy for undertaking various hedge transactions. This
process includes linking all derivatives to forecasted cash flows or to a specific asset or liability. Bombardier
Transportation also formally documents and assesses, both at the hedge’s inception and on an ongoing basis,
whether the hedging instruments are effective in offsetting the changes in the fair value or cash flows of the
hedged items. The permitted hedging strategy used by Bombardier Transportation is as follows:
Cash flow hedges – Bombardier Transportation generally applies cash flow hedge accounting to forward
foreign exchange contracts entered into to hedge foreign exchange risks on forecasted transactions and
recognized assets and liabilities. In a cash flow hedge relationship, the portion of gains or losses on the
hedging item that is determined to be an effective hedge is recognized in OCI, while the ineffective portion is
recorded in net income. The amounts recognized in OCI are reclassified in net income as a reclassification
adjustment when the hedged item affects net income. However, when an anticipated transaction is
subsequently recorded as a non-financial asset, the amounts recognized in OCI are reclassified in the initial
carrying amount of the related asset.
For Bombardier Transportation, foreign currency exposure, arising from its long-term contracts, spreads over
many years. Such exposures are generally entirely hedged at the time of order intake, contract-by-contract, for a
period that is often shorter than the maturity of the cash flow exposure. Upon maturity of the hedges, Bombardier
Transportation enters into new hedges in a rollover strategy for periods up to the maturity of the cash flow
exposure. There is an economic relationship between the hedged items and the hedging instruments as the
critical terms, under a spot designation, are closely aligned. The critical terms are the nominal amount and the
currency.
To test the hedge effectiveness, Bombardier Transportation uses the hypothetical derivative method and
compares the changes in the fair value of the hedging instruments against the changes in the fair value of the
hedged items attributable to the hedged risks. The hedge ineffectiveness can arise due to the time value of
money, under a spot designation, as the expected timing between the forecasted transaction and the forward
contract are not aligned, due to different indexes, and changes to the forecasted amount of cash flow of hedged
items and hedging instruments. Bombardier Transporation has established a hedge ratio of 1:1.
The portion of gains or losses on the hedging instrument that is determined to be an effective hedge is recorded
as an adjustment of the cost or revenue of the related hedged item. Gains and losses on derivatives not
designated in a hedge relationship and gains and losses on the ineffective portion of effective hedges are
recorded in cost of sales or financing expense or financing income for the interest component of the derivatives or
when the derivatives were entered into for interest rate management purposes.
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Hedge accounting is discontinued prospectively when it is determined that the hedging instrument is no longer
effective as a hedge, the hedging instrument is terminated or sold, or upon the sale or early termination of the
hedged item.

Leases
The determination of whether an arrangement is or contains a lease is based on the substance of the
arrangement and requires an assessment of whether the arrangement conveys a right to use the asset. When
substantially all risks and rewards of ownership are transferred from the lessor to the lessee, lease transactions
are accounted for as finance leases. All other leases are accounted for as operating leases.
Bombardier Transportation enters into sale and leaseback transactions, typically for properties, whereby Bombardier
Transportation sells an asset to a lessor and immediately leases it back. These leases are generally accounted for
as operating leases based on the above accounting policy for lease classification. In the case of properties, the sale
is treated as a disposal of PP&E with recognition of a corresponding gain or loss on sale, and the cash proceeds
are classified as as disposals of PP&E within cash flows from investing activities.
When Bombardier Transportation is the lessee – Leases of assets classified as finance leases are presented
in the consolidated statements of financial position according to their nature. The interest element of the lease
payment is recognized over the term of the lease based on the effective interest rate method and is included in
financing expense. Payments made under operating leases are recognized in income on a straight-line basis over
the term of the lease.

Inventory valuation
Raw materials – Raw materials inventories are valued at the lower of cost or net realizable value. Cost is
generally determined using the moving average method.
Impairment of inventories – Inventories are written down to net realizable value when the cost of inventories is
determined not to be recoverable. When the circumstances that previously caused inventories to be written down
no longer exist or when there is clear evidence of an increase in net realizable value because of changed
economic circumstances, the amount of the write-down is reversed.

Retirement and other long-term employee benefits
Retirement benefit plans are classified as either defined benefit plans or defined contribution plans.
Defined benefit plans
Retirement benefit liability or asset recognised on the consolidated statement of financial position is measured at
the difference between the present value of the defined benefit obligation and the fair value of plan asset at the
reporting date. When Bombardier Transportation has a surplus in a defined benefit plan, the value of any plan
asset recognized is restricted to the asset ceiling - i.e. the present value of economic benefits available in the form
of refunds from the plan or reductions in future contributions to the plan (“asset ceiling test”). A minimum liability is
recorded when legal minimum funding requirements for past services exceed economic benefits available in the
form of refunds from the plan or reductions in future contributions to the plan. A constructive obligation is recorded
as a defined benefit obligation when there is no realistic alternative but to pay employee benefits. Retirement
benefit liability or asset includes the effect of any asset ceiling, minimum liability and constructive obligation.
The cost of pension and other benefits earned by employees is actuarially determined for each plan using the
projected unit credit method, and management’s best estimate of salary escalation, retirement ages, life
expectancy, inflation, discount rates and health care costs. Plan assets are assets that are held by a long-term
employee benefit fund or qualifying insurance policies. These assets are measured at fair value at the end of the
reporting period, which is based on published market mid-price information in the case of quoted securities. The
discount rates are determined at each reporting date by reference to market yields at the end of the reporting
period on high quality corporate fixed-income investments consistent with the currency and the estimated terms of
the related retirement benefit liability. Past service costs are recognized in income at the earlier of i) the date of
the plan amendment or curtailment or ii) the date that the Corporation recognized the restructuring costs.
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The remeasurement gains and losses (including the foreign exchange impact) arising on the plan assets and
defined benefit obligation and the effect of any asset ceiling and minimum liability are recognized directly in OCI in
the period in which they occur and are never reclassified to net income. Past service costs (credits) are
recognized directly in income in the period in which they occur.
The accretion on net retirement benefit obligations is included in financing income or financing expense. The
remaining components of the benefit cost are either capitalized as part of labour costs and included in inventories
and in certain PP&E and intangible assets during their construction, or are recognized directly in income. The
benefit cost recorded in net income is allocated to labour costs based on the function of the employee accruing
the benefits.
Defined contribution plans
Contributions to defined contribution plans are recognized in net income as incurred or are either capitalized as
part of labour costs and included in inventories. The benefit cost recorded in net income is allocated to labour
costs based on the function of the employee accruing the benefits.
Other long-term employee benefits – The accounting method is similar to the method used for defined benefit
plans, except that all actuarial gains and losses are recognized immediately in income. Other long-term employee
benefits are included in other liabilities.

Property, plant and equipment
PP&E are carried at cost less accumulated amortization and impairment losses. The cost of an item of PP&E
includes its purchase price or manufacturing cost as well as other costs incurred in bringing the asset to its
present location and condition. If the cost of certain components of an item of PP&E is significant in relation to the
total cost of the item, the total cost is allocated between the various components, which are then separately
depreciated over the estimated useful lives of each respective component. The amortization of PP&E is computed
on a straight-line basis over the following useful lives:
Buildings
Equipment
Other

5 to 75 years
2 to 15 years
3 to 10 years

The amortization method and useful lives are reviewed on a regular basis, at least annually, and changes are
accounted for prospectively. The amortization expense and impairments are recorded in cost of sales, SG&A or
R&D expenses based on the function of the underlying asset or in special items. Amortization of assets under
construction begins when the asset is ready for its intended use.
When a significant part is replaced or a major inspection or overhaul is performed, its cost is recognized in the
carrying amount of the PP&E if the recognition criteria are satisfied, and the carrying amount of the replaced part
or previous inspection or overhaul is derecognized. All other repair and maintenance costs are charged to income
when incurred.

Intangible assets
Internally generated intangible assets include development costs and internally developed or modified application
software. These costs are capitalized when certain criteria for deferral such as proven technical feasibility are met.
The costs of internally generated intangible assets include the cost of materials, direct labour, manufacturing
overheads and borrowing costs and exclude costs which were not necessary to create the asset, such as
identified inefficiencies.
Acquired intangible assets include the cost of development activities carried out by vendors for which Bombardier
Transportation controls the underlying output from the usage of the technology, as well as the cost related to
externally acquired licences, patents and trademarks.
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Intangible assets are recorded at cost less accumulated amortization and impairment losses and include goodwill,
as well as other intangible assets such as licenses, patents and trademarks. Other intangible assets are included
in other assets.
Platform development
Licenses, patents and trademarks
Application software and other

Method
Straight-line
Straight-line
Straight-line

Estimated useful life
5 to 8 years
3 to 20 years
3 to 5 years

The amortization methods and estimated useful lives are reviewed on a regular basis, at least annually, and
changes are accounted for prospectively. The amortization expense for the platform development costs is
recorded in R&D expense and for other intangible assets is recorded in cost of sales, SG&A or R&D expense
based on their function of the underlying asset.
Bombardier Transportation does not have indefinite-life intangible assets, other than goodwill. Goodwill represents
the excess of the purchase price over the fair value of the identifiable net assets acquired in a business
acquisition. After initial recognition, goodwill is measured at cost less any accumulated impairment losses.

Impairment of PP&E and intangible assets
Bombardier Transportation assesses at each reporting date whether there is an indication that an item of PP&E or
intangible asset may be impaired. If any indication exists, Bombardier Transportation estimates the recoverable
amount of the individual asset, when possible.
When the asset does not generate cash inflows that are largely independent of those from other assets or group
of assets, the asset is tested at the CGU level. Most of Bombardier Transportation’s non-financial assets are
tested for impairment at the CGU level. The recoverable amount of an asset or CGU is the higher of its fair value
less costs to sell and its value in use.
• The fair value less costs to sell reflects the amount Bombardier Transportation could obtain from the
asset’s disposal in an arm’s length transaction between knowledgeable, willing parties, after deducting the
costs of disposal. If there is no binding sales agreement or active market for the asset, the fair value is
assessed by using appropriate valuation models dependent on the nature of the asset or CGU, such as
discounted cash flow models.
• The value in use is calculated using estimated net cash flows, with detailed projections generally over a
five-year period and subsequent years being extrapolated using a growth assumption. The estimated net
cash flows are discounted to their present value using a discount rate before income taxes that reflects
current market assessments of the time value of money and the risk specific to the asset or CGU.
When the recoverable amount is less than the carrying value of the related asset or CGU, the related assets are
written down to their recoverable amount and an impairment loss is recognized in net income.
For PP&E and intangible assets other than goodwill, an assessment is made at each reporting date as to whether
there is any indication that previously recognized impairment losses may no longer exist or may have decreased.
If such indication exists, Bombardier Transportation estimates the recoverable amount of the asset or CGU. A
previously recognized impairment loss is reversed only if there has been a change in the estimates used to
determine the recoverable amount since the last impairment loss was recognized. A reversal of an impairment
loss reflects an increase in the estimated service potential of an asset. The reversal of impairment losses is
limited to the amount that would bring the carrying value of the asset or CGU to the amount that would have been
recorded, net of amortization, had no impairment loss been recognized for the asset or CGU in prior years. Such
reversal is recognized to income in the same line item where the original impairment was recognized.
Intangible assets not yet available for use and goodwill are reviewed for impairment at least annually or more
frequently if circumstances such as significant declines in expected sales, earnings or cash flows indicate that it is
more likely than not that the asset or CGU might be impaired. Impairment losses relating to goodwill are not
reversed in future periods.

16

Impairment of investments in joint ventures and associates
Bombardier Transportation’s investments in its joint ventures and associates are accounted for using the equity
method subsequent to initial recognition. The carrying amount of the investment is adjusted to recognize changes
in Bombardier Transportation’s share of net assets of the associate or joint venture since the acquisition date.
Goodwill relating to the associate or joint venture is included in the carrying amount of the investment and is not
tested for impairment separately.
Bombardier Transportation’s share of net income of joint ventures and associates is included in the consolidated
statement of income.
After application of the equity method, Bombardier Transportation determines whether it is necessary to recognize
an impairment loss on its investment in its associate or joint venture. At each reporting date, Bombardier
Transportation determines whether there is objective evidence that the investment in joint venture or associate is
impaired. If there is such evidence, Bombardier Transportation calculates the amount of impairment as the
difference between the recoverable amount of the joint venture or associate and its carrying value, and then
recognizes the loss in income.
Provisions
Provisions are recognised when Bombardier Transportation has a present legal or constructive obligation as a
result of a past event, it is probable that an outflow of resources will be required to settle the obligation and the
cost can be reliably estimated. These liabilities are presented as provisions when they are of uncertain timing or
amount. Provisions are measured at their present value.
Product warranties – A provision for assurance type warranties is recorded in cost of sales when the revenue for
the related product is recognized. The cost is estimated based on a number of factors, including the historical
warranty claims and cost experience, the type and duration of warranty coverage, the nature of products sold and
in service and counter-warranty coverage available from Bombardier Transportation’s suppliers. Claims for
reimbursement from third parties are recorded if their realization is virtually certain. Product warranties typically
range from one to five years, except for bogie warranties that extend up to 20 years.
Restructuring provisions – Restructuring provisions are recognised only when Bombardier Transportation has
an actual or a constructive obligation. Bombardier Transportation has a constructive obligation when a detailed
formal plan identifies the business or part of the business concerned, the location and number of employees
affected, a detailed estimate of the associated costs and an appropriate timeline. Furthermore, the affected
employees or worker councils must have been notified of the plan’s main features.
Onerous contracts – If it is more likely than not that the unavoidable costs of meeting the obligations under a
firm contract exceed the economic benefits expected to be received under it, a provision for onerous contracts is
recorded in cost of sales, except for the interest component, which is recorded in financing expense. Unavoidable
costs include the costs that relate directly to the contract such as anticipated cost overruns, expected costs
associated with late delivery penalties and technological problems, as well as allocations of costs that relate
directly to the contract. Provisions for onerous contracts are measured at the lower of the expected cost of
fulfilling the contract and the expected cost of terminating the contract.
Termination benefits – Termination benefits are usually paid when employment is terminated before the normal
retirement date or when an employee accepts voluntary redundancy in exchange for these benefits. Bombardier
Transportation recognizes termination benefits when it is demonstrably committed, through a detailed formal plan
without possibility of withdrawal, to terminate the employment of current employees.
Environmental costs – A provision for environmental costs is recorded when environmental claims or remedial
efforts are probable and the costs can be reasonably estimated. Legal asset retirement obligations and
environmental costs of a capital nature that extend the life, increase the capacity or improve the safety of an asset
or that mitigate, or prevent environmental contamination that has yet to occur, are included in PP&E and are
generally amortized over the remaining useful life of the underlying asset. Costs that relate to an existing
condition caused by past operations and that do not contribute to future revenue generation are expensed and
included in cost of sales.
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Credit guarantees - Credit guarantees provide support through contractually limited payments to the guaranteed
party to mitigate default-related losses. Credit guarantees are triggered if customers do not perform during the
term of the financing.
Litigation – A provision for litigation is recorded in case of legal actions, governmental investigations or
proceedings when it is probable that an outflow of resources will be required to settle the obligation and the cost
can be reliably estimated.

Share-based payments
Equity-settled share-based payment plans – Equity-settled share-based payments are measured at fair value
at the grant date. For the PSUs, DSUs and RSUs, the value of the compensation is measured based on the
closing price of a Class B Share (subordinate voting) of Bombardier Inc. on the Toronto Stock Exchange adjusted
to take into account the terms and conditions upon which the shares were granted, if any, and is based on the
PSUs, DSUs and RSUs that are expected to vest. For share option plans, the value of the compensation is
measured using a Black-Scholes option pricing model. The effect of any change in the number of options, PSUs,
DSUs and RSUs that are expected to vest is accounted for in the period in which the estimate is revised.
Compensation expense is recognized on a straight-line basis over the vesting period, with a corresponding
increase in equity as a participation in Bombardier Inc.’s share-based plans. Bombardier Transportation is
reimbursing Bombardier Inc. for the equivalent of the compensation expense. Any consideration paid by plan
participants on the exercise of stock options is credited to the equity of Bombardier Inc.
Cash-settled share-based payments – Cash-settled share-based payments are measured at fair value at the
grant date with a corresponding liability. Until the liability is settled, the fair value of the liability is remeasured at
the end of each reporting period and at the date of settlement, with any changes in fair value recognised in
income. Limited PSUs, DSUs and RSUs are cash-settled share-based payments, for which the value of the
compensation is measured based on the closing price of a Class B Share (subordinate voting) of Bombardier Inc.
on the Toronto Stock Exchange adjusted to take into account the terms and conditions upon which the shares
were granted, if any, and is based on the PSUs, DSUs and RSUs that are expected to vest.
Employee share purchase plan – Bombardier Inc.’s contributions to the employee share purchase plan are
measured at cost and accounted for in the same manner as the related employee payroll costs. Compensation
expense is recorded at the time of the employee contribution.

3.

CHANGES IN ACCOUNTING POLICIES

Financial instruments
In July 2014, the IASB completed the three-part project to replace IAS 39, Financial instruments: recognition and
measurement by issuing IFRS 9, Financial instruments. IFRS 9 includes classification and measurement of
financial assets and financial liabilities, a forward-looking ‘expected loss’ impairment model and a substantiallyreformed approach to hedge accounting.
IFRS 9 uses a new approach to determine whether a financial asset is measured at amortized cost or fair value,
replacing the multiple rules in IAS 39. The approach in IFRS 9 is based on how an entity manages its financial
instruments and the contractual cash flow characteristics of the financial assets. Most of the requirements in
IAS 39 for classification and measurement of financial liabilities were carried forward in IFRS 9. However, the
portion of the changes in fair value related to the entity’s own credit risk, in measuring a financial liability
designated at FVTP&L, is presented in OCI rather than in the statement of income, unless the effect of the
changes in the liability’s credit risk would create or enlarge an accounting mismatch in profit or loss.
IFRS 9 also introduced a new expected credit loss impairment model that requires more timely recognition of
expected credit losses. Specifically, the new standard requires entities to account for expected credit losses from
when financial instruments are first recognized and to recognize full lifetime expected losses on a more timely
basis.
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Lastly, IFRS 9 introduced a new hedge accounting model, together with corresponding disclosures about risk
management activities. The new hedge accounting model represents a substantial overhaul of hedge accounting
that enable entities to better reflect their risk management activities in their financial statements.
IFRS 9 was adopted effective January 1, 2018 and resulted in no adjustments.
Revenue Recognition
In May 2014, the IASB released IFRS 15, Revenue from contracts with customers, which supersedes IAS 11,
Construction Contracts, and IAS 18, Revenue as well as other related interpretations. The core principle of
IFRS 15 is that an entity should recognize revenue to depict the transfer of promised goods or services to
customers in an amount that reflects the consideration to which the entity expects to be entitled in exchange for
those goods or services. Revenue is recognized when, or as, the customer obtains control of the goods or
services.
The majority of long-term manufacturing and service contracts at Bombardier Transportation previously accounted
for under the percentage-of-completion method meet the requirements for revenue recognition over time and
therefore will continue to apply the percentage-of-completion method. The principal differences identified in
respect of Bombardier Transportation’s accounting for long-term contracts relate to the treatment of customer
options for additional trains and the recognition of variable consideration such as price escalation clauses.
Under IAS 11, estimated revenues at completion included anticipated customer options for additional trains if it
was probable that the customer will exercise the options and the amount can be measured reliably. Under IFRS
15, customer options are only included in the transaction price of the contract when they become legally
enforceable as a result of the customer exercising its right to purchase the additional trains. This change results in
the deferral of revenue and margin until the customer exercises their option.
Under IAS 11, variable considerations such as price escalation clauses were included in estimated revenues at
completion when the amount is considered probable and can be reliably measured. IFRS 15 introduces the
concept of a constraint on the recognition of variable consideration whereby amounts can only be included in the
transaction price to the extent that it is highly probable that a significant reversal in the amount of cumulative
revenue recognized will not occur when the uncertainty associated with the variable consideration is subsequently
resolved. The introduction of this constraint results in the transaction price recognizing the effect of price
escalation for certain indices at a later point in time.
IFRS 15 indicates IAS 37, Provisions, Contingent liabilities and Contingent Assets, should be applied to onerous
contracts but contains no other requirements as to their measurement. On adoption of IFRS 15, all loss provisions
for contracts with customers follow the same policy for the definition of unavoidable costs of fulfilling the contract.
In line with one of the two approaches identified as reasonable by the IFRS Interpretations Committee in its
June 13, 2017 tentative agenda decision, Bombardier Transportation defines unavoidable costs as the costs that
Bombardier Transportation cannot avoid because it has the contract (for example, this would include an allocation
of overhead costs if those costs are incurred for activities required to complete the contract). This approach was
used for long-term contracts within Bombardier Transportation and results in no change.
While these changes impact the timing of revenue and margin recognition, and result in a reduction of equity at
transition, there is no change to cash flows. Furthermore, there is no change in profitability over the life of the
contracts.
IFRS 15 was adopted effective January 1, 2018 and the changes have been accounted for retroactively in
accordance with the transition rules of IFRS 15.
Impact of adopting IFRS 15 changes in accounting policies
The following tables summarize Bombardier Transportation’s retroactive restatements to its consolidated financial
statements resulting from the adoption of IFRS 15, Revenue from contracts with customers, including the impact
of reclassification.
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The impacts on the consolidated statements of comprehensive income and on the consolidated equity position,
net of income taxes, are as follows:
As at January 1, 2017
€ 971

Equity as presented
Change related to Revenue Recognition:
Customer options
Variable consideration
Taxes and other
Equity as restated

€

(602)
(81)
5
293

Fiscal year ended December 31, 2017
€ 208

Comprehensive income as presented
Net income
Customer options
Variable consideration
Taxes
Net increase to comprehensive income
Comprehensive income as restated

€

(2)
25
(1)
22
230

As at December 31, 2017
€ 975

Equity as presented
Change related to Revenue Recognition:
Customer options
Variable consideration
Taxes and other
Equity as restated

€

(604)
(56)
4
319

The impacts on the consolidated statements of income are as follows, for:
Fiscal year ended December 31, 2017

Revenues
Cost of sales
Gross margin
SG&A
R&D
Share of income of joint ventures and associates
Other income
Special items
EBIT
Financing expense
Financing income
EBT
Income taxes
Net income
Attributable to
Equity holders of Bombardier Transportation
NCI

€

As previously
reported
7,557
6,516
1,041
561
107
(156)
(7)
310
226
101
(10)
135
87
48

€

50
(2)
48

€

€

€

Adjustments
23
—
23
—
—
—
—
—
23
—
—
23
1
22

€

22
—
22

€

€

€

As restated
7,580
6,516
1,064
561
107
(156)
(7)
310
249
101
(10)
158
88
70

€

72
(2)
70

€

€

In addition to changes impacting net income (loss), contract penalties were reclassified from cost of sales to
revenues.
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The impacts on the consolidated statements of financial position are as follows, as at:
December 31, 2017
As previously
reported
Assets
Trade and other receivables
Contract assets
Inventories
Deferred income taxes
Other current assets
Other non-current assets

€

€
Liabilities
Trade and other payables
Provisions
Contract liabilities
Advances and progress billings in excess of
long-term contract inventories
Other liabilities
Other current liabilities
Other non-current liabilities

€

774
—
2,176
286
1,428
3,325
7,989

€

2,088
640
—

€

€

1,656
1,540
197
893
7,014

€

967
8
975
7,989

Equity
Attributable to equity holders of Bombardier
Transportation
Attributable to NCI

Adjustments

€

As restated

(48)
2,003
(2,004)
1
—
—
(48)

€

(148)
571
2,231

€

€

(1,656)
(390)
—
—
608

€

(656)
—
(656)
(48)

€

726
2,003
172
287
1,428
3,325
7,941
1,940
1,211
2,231

€

—
1,150
197
893
7,622

€

311
8
319
7,941
January 1, 2017

As previously
reported
Assets
Trade and other receivables
Contract assets
Inventories
Deferred income taxes
Other current assets
Other non-current assets

€

€
Liabilities
Trade and other payables
Provisions
Contract liabilities
Advances and progress billings in excess of
long-term contract inventories
Other liabilities
Other current liabilities
Other non-current liabilities

€

925
—
1,593
352
1,166
3,276
7,312

€

1,514
530
—

€

€

1,452
1,545
234
1,066
6,341

€

955
16
971
7,312

Equity
Attributable to equity holders of Bombardier
Transportation
Attributable to NCI

Adjustments

€

As restated

(66)
1,468
(1,399)
1
—
—
4

€

(137)
647
2,007

€

€

(1,452)
(383)
—
—
682

€

(678)
—
(678)
4

€

859
1,468
194
353
1,166
3,276
7,316
1,377
1,177
2,007

€

—
1,162
234
1,066
7,023

€

277
16
293
7,316
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In addition to changes impacting equity, there were certain reclassifications made. Contract related balances were
reclassified from inventories, advances and progress billings in excess of long-term contract inventories and other
liabilities to contract assets and contract liabilities. Refer to Note 14 - Contract balances for more details.
Furthermore, since IFRS 15 indicates IAS 37, Provisions, Contingent liabilities and Contingent Assets should be
applied to onerous contracts, the onerous contract provisions related to long-term contracts are no longer netted
against contract related balances and instead were reclassified from inventories to provisions. These
reclassifications between contract related balances and provisions in the statement of financial position had no
impact on results of operations, equity or cash flows. Refer to Note 14 - Contract balances and Note 23 Provisions for more details.
There was no impact on cash flows from operating activities, investing activities and financing activities as a result
of adopting IFRS 15.

4.

FUTURE CHANGES IN ACCOUNTING POLICIES

Leases
In January 2016, the IASB released IFRS 16, Leases, to replace the previous leases Standard, IAS 17, Leases,
and related Interpretations. IFRS 16 sets out the principles for the recognition, measurement, presentation and
disclosure of leases for both parties to a contract, the customer (lessee) and the supplier (lessor). IFRS 16
eliminates the classification of leases as either operating leases or finance leases and introduces a single lessee
accounting model. IFRS 16 also substantially carries forward the lessor accounting requirements. Accordingly, a
lessor continues to classify its leases as operating leases or finance leases, and to account for those two types of
leases differently.

IFRS 16 will be effective for Bombardier Transportation’s fiscal year beginning on January 1, 2019, and
Bombardier Transportation elected to use the modified retrospective approach. Bombardier Transportation will
elect to apply the standard to contracts that were previously identified as leases applying IAS 17 and IFRIC 4.
Bombardier Transportation will therefore not apply the standard to contracts that were not previously identified as
containing a lease applying IAS 17 and IFRIC 4. In addition, Bombardier Transportation will elect to use the
exemptions proposed by the standard on lease contracts for which the lease terms ends within 12 months as of the
date of initial application, and lease contracts for which the underlying asset is of low value.
Bombardier Transportation evaluated the impact the adoption of this standard will have on its consolidated
financial statements. Where Bombardier Transportation is a lessee, IFRS 16 will result in on-balance sheet
recognition of most of its leases that are considered operating leases under IAS 17. This will result in the gross-up
of the balance sheet through the recognition of a right-of-use asset and a liability for the present value of the
future lease payments. Depreciation expense on the right-of-use asset and interest expense on the lease liability
will replace the operating lease expense. This change in policy is expected to result in the recognition of right-ofuse assets and lease liabilities amounting to €199 million. In addition, Bombardier Transportation has existing
capital leases amounting to €24 million that are recorded in long-term debt and that will be reclassified to lease
liability on January 1, 2019. Bombardier Transportation continues to assess the impact of adopting IFRS 16 on
deferred tax balances.
Income taxes
In June 2017, the IASB released IFRIC 23, Uncertainty over income tax treatments. IFRIC 23 clarifies the
application of recognition and measurement requirements in IAS 12, Income Taxes, when there is uncertainty over
income tax treatments. It specifically addresses whether an entity considers each tax treatment independently or
collectively, the assumptions an entity makes about the examination of tax treatments by taxation authorities, how
an entity determines taxable profit (tax loss), tax bases, unused tax losses, unused tax credits and tax rates and
how an entity considers changes in facts and circumstances.
IFRIC 23 will be effective for Bombardier Transportation’s fiscal year beginning on January 1, 2019, with earlier
application permitted. Bombardier Transportation’s analysis has not identified significant differences resulting from
the adoption of IFRIC 23.
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Retirement and other long-term employee benefits
In February 2018, the IASB released an amendment to IAS 19, Employee Benefits, effective on January 1, 2019.
The amendment relates to accounting for plan amendments, curtailments and settlements on defined benefit plans.
The amendment requires the use of updated actuarial assumptions to determine current service cost and net
interest for the period after a plan amendment, curtailment or settlement. Bombardier Transportation will apply these
amendments to plan amendments, curtailments or settlements occurring on or after January 1, 2019.

5.

USE OF ESTIMATES AND JUDGMENT

The application of Bombardier Transportation’s accounting policies requires management to use estimates and
judgments that can have a significant effect on the revenues, expenses, comprehensive income, assets and
liabilities recognized and disclosures made in the consolidated financial statements. Estimates and judgments are
significant when:
• the outcome is highly uncertain at the time the estimates and judgments are made; and
• if different estimates or judgments could reasonably have been used that would have had a material
impact on the consolidated financial statements.
Management’s best estimates regarding the future are based on the facts and circumstances available at the time
estimates are made. Management uses historical experience, general economic conditions and trends, as well as
assumptions regarding probable future outcomes as the basis for determining estimates. Estimates and their
underlying assumptions are reviewed periodically and the effects of any changes are recognized immediately.
Actual results will differ from the estimates used, and such differences could be material.
Management’s budget and strategic plan cover a five-year period and are fundamental information used as a
basis for many estimates necessary to prepare financial information. Management prepares a budget and a
strategic plan covering a five-year period, on an annual basis, using a process whereby a detailed one-year
budget and four-year strategic plan are prepared. Cash flows and profitability included in the budget and strategic
plan are based on existing and future contracts and orders, general market conditions, current cost structures,
anticipated cost variations and in-force collective agreements. The budget and strategic plan are subject to
approval at various levels, including senior management, Bombardier Inc.’s Board of Directors and Bombardier
Transportation’s Board of Directors. Management uses the budget and strategic plan, as well as additional
projections or assumptions, to derive the expected results for periods thereafter. Management then tracks
performance as compared to the budget and strategic plan at various levels within Bombardier Transportation.
Significant variances in actual performance are a key trigger to assess whether certain estimates used in the
preparation of financial information must be revised.
The following areas require management’s most critical estimates and judgments. The sensitivity analyses below
should be used with caution as the changes are hypothetical and the impact of changes in each key assumption
may not be linear.
Long-term contracts – Bombardier Transportation conducts most of its business under long-term manufacturing
and service contracts. Revenues and margins from long-term contracts relating to the designing, engineering or
manufacturing of specially designed products (including rail vehicles, vehicle overhaul and signalling contracts)
and service contracts are recognized over time. The long-term nature of these contracts requires estimates of
total contract costs and the transaction price. The measure of progress toward complete satisfaction of the
performance obligation is generally determined by comparing the actual costs incurred to the total costs
anticipated for the entire contract, excluding costs that are not representative of the measure of performance.
The contract transaction price includes adjustments for change orders, claims, performance incentives, price
escalation clauses and other contract terms that provide for the adjustment of prices to the extent they represent
enforceable rights for Bombardier Transportation.Variable consideration such as assumptions for price escalation
clauses and performance incentives is only included in the transaction price to the extent it is highly probable that
a significant reversal in the amount of cumulative revenue recognized will not occur when the uncertainty
associated with the variable consideration is subsequently resolved.
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Contract costs include material, direct labour, manufacturing overhead and other costs, such as warranty and
freight. Estimated contract costs at completion incorporate forecasts for material usage and costs, including
escalation clauses, labour hours and costs, foreign exchange rates (including the effect of hedges) and labour
productivity. These costs are influenced by the nature and complexity of the work to be performed, as well as the
impact of change orders and potential delays in delivery. Cost estimates are based mainly on historical
performance trends, economic trends, collective agreements and contracts signed with suppliers. Management
applies judgment to determine the probability that Bombardier Transportation will incur additional costs from
delays or other penalties, and such costs, if probable, are included in estimated costs at completion, unless there
is an adjustment to the transaction price in which case it is recorded as a reduction of estimated revenues at
completion.
Recognized revenues and margins are subject to revisions as contracts progress towards completion.
Management conducts quarterly reviews of estimated costs and revenues to completion on a contract-by-contract
basis, including a review of escalation assumptions. In addition, a detailed annual review is performed on a
contract-by-contract basis as part of the budget and strategic plan process. The effect of any revision may be
significant and is recorded by way of a cumulative catch-up adjustment in the period in which the estimates are
revised.
Sensitivity analysis
A 1% increase in the estimated future costs to complete all ongoing long-term contracts would have decreased
Bombardier Transportation’s gross margin for fiscal year 2018 by approximately €77 million.
Goodwill – The recoverable amount of Bombardier Transportation, the group of CGUs at which level goodwill is
monitored by management, is based on fair value less costs of disposal using a discounted cash flow model.
During the fourth quarter of 2018, Bombardier Transportation completed its annual goodwill impairment test and
did not identify any impairment. The fair value measurement is categorized within Level 3 of the fair value
hierarchy.
Estimated future cash flows were based on the budget and strategic plan for the first 5 years and a growth rate of
1% was applied to derive a terminal value beyond the initial 5-year period. The post-tax discount rate is also a key
estimate in the discounted cash flow model and was based on a representative weighted average cost of capital.
The post-tax discount rate used to calculate the recoverable amount in fiscal year 2018 was 8.5%. A 100-basis
point change in the post-tax discount rate would not have resulted in an impairment charge in 2018.
Valuation of deferred income tax assets – To determine the extent to which deferred income tax assets can be
recognized, management estimates the amount of probable future taxable profits that will be available against
which deductible temporary differences and unused tax losses can be utilized. Such estimates are made as part
of the budget and strategic plan by tax jurisdiction on an undiscounted basis and are reviewed on a quarterly
basis. Management exercises judgment to determine the extent to which realization of future taxable benefits is
probable, considering factors such as the number of years to include in the forecast period, the history of taxable
profits and availability of prudent tax planning strategies. See Note 10 - Income taxes for more details.
Tax contingencies – Uncertainties exist with respect to the interpretation of complex tax regulations, changes in
tax laws, and the amount and timing of future taxable income. Given the wide range of international business
relationships and the long-term nature and complexity of existing contractual agreements, differences arising
between the actual results and the assumptions made, or future changes to such assumptions, could necessitate
future adjustments to tax expense or recovery already recorded. Bombardier Transportation establishes tax
provisions for possible consequences of audits by the tax authorities of each country in which it operates. The
amount of such provisions is based on various factors, such as experience from previous tax audits and differing
interpretations of tax regulations by the taxable entity and the relevant tax authority. Such differences in
interpretation may arise for a wide variety of issues depending on the conditions prevailing in the domicile of each
legal entity.
Retirement and other long-term employee benefits – The actuarial valuation process used to measure pension
and other post-employment benefit costs, assets and obligations is dependent on assumptions regarding discount
rates, compensation and pre-retirement benefit increases, inflation rates, health-care cost trends, as well as
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demographic factors such as employee turnover, retirement and mortality rates. The impacts from changes in
discount rates and, when significant, from key events and other circumstances, are recorded quarterly.
Discount rates are used to determine the present value of the expected future benefit payments and represent the
market rates for high-quality corporate fixed-income investments consistent with the currency and the estimated
term of the retirement benefit liabilities. As the U.K. high-quality corporate bond market, as defined under IFRS,
includes relatively few long-term maturity bonds, the discount rate for Bombardier Transportation’s U.K. pension
and other post-employment plans is established by constructing a hypothetical yield curve. The hypothetical yield
curve is developed from Sterling corporate bond yield information for corporate bonds rated AA or equivalent
quality. Target yields are developed from bonds across a range of maturity points, and a curve is fitted to those
targets. Spot rates (zero coupon bond yields) are developed from the yield curve and used to discount benefit
payment amounts associated with each future year. Since corporate bonds are generally not available for very
long maturities, an assumption is made that spot rates remain level beyond the term of the longest data target
point. The term of the longest data target point as at December 31, 2018 was 24 years.
Expected rates of compensation increases are determined considering the current salary structure, as well as
historical and anticipated wage increases, in the context of current economic conditions.
See Note 21 – Retirement benefits for further details regarding assumptions used and sensitivity analysis to
changes in critical actuarial assumptions.
Onerous contract provision – An onerous contract provision is recorded if it is more likely than not that the
unavoidable costs of meeting the obligations under a firm contract exceed the economic benefits expected to be
received under it. In most cases the economic benefit expected to be received under the contract consist of
contract revenue. The calculation of the unavoidable costs require estimates of expected future costs, including
anticipated future cost reductions related to performance improvements and transformation initiatives, anticipated
cost overruns, expected costs associated with late delivery penalties and technological problems, as well as
allocations of costs that relate directly to the contract. The measurement of the provision is impacted by
anticipated delivery schedules since for new aircraft programs early production units require higher cost than units
produced later in the progress, and for long term train manufacturing contracts delays result in penalties.
Sensitivity analysis
A 1% increase in the expected costs would have decreased EBIT for fiscal year 2018 by approximately
€19 million.
Consolidation – From time to time, Bombardier Transportation participates in structured entities where voting
rights are not the dominant factor in determining control. In these situations, management may use a variety of
complex estimation processes involving both qualitative and quantitative factors to determine whether Bombardier
Transportation is exposed to, or has rights to, significant variable returns. The quantitative analyses involve
estimating the future cash flows and performance of the investee and analyzing the variability in those cash flows.
The qualitative analyses involve consideration of factors such as the purpose and design of the investee and
whether Bombardier Transportation is acting as an agent or principal. There is a significant amount of judgment
exercised in evaluating the results of these analyses as well as in determining if Bombardier Transportation has
power to affect the investee’s returns, including an assessment of the impact of potential voting rights, contractual
agreements and de facto control.
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6.

OTHER EXPENSE (INCOME)

Other expense (income) was as follows, for fiscal years:
Severance and other involuntary termination costs (including changes in estimates)(1)
(Gains) losses on disposals of PP&E and intangible assets(1)
Gain on disposal of business

€

€
(1)

2018
2
1
—
3

€

€

2017
3
(8)
(2)
(7)

Excludes those presented in special items.

7.

SPECIAL ITEMS

Special items were as follows, for fiscal years:
Gains on disposal of PP&E under sale and leaseback transactions(1)
Loss on sale of long-term contract receivables(2)
Impairment of non-core operations(3)
Purchase of pension annuities(4)
Restructuring charges(5)
Pension equalization(6)
PCG agreement(7)
Transaction costs(8)
Tax impact of special items

€

€
Of which is presented in
Special items in EBIT
Financing expense - loss on sale of long-term contract receivables(2)
Income taxes - effect of special items

€

€

2018
(55)
26
14
10
8
2
—
—
(2)
3
(21)
26
(2)
3

€

€
€

€

2017
—
—
39
—
223
—
55
(7)
(21)
289
310
—
(21)
289

(1)

Bombardier Transportation sold and leased back two facilities in line with our transformation plan.
For fiscal year 2018, Bombardier Transportation sold long-term receivables, which resulted in a loss of €26 million recorded in financing
expense.
(3)
An impairment charge related to non-core operations of €14 million recorded in fiscal year 2018 with respect to the expected sale of legal
entities, as part of the transformation plan (€39 million for fiscal year 2017).
(4)
Represents the loss (mainly non-cash) on settlement of defined benefit pension plans in Ontario (Canada) and the U.K. resulting from the
purchase of annuities from insurance companies. As part of its ongoing de-risking strategies, Bombardier Transportation has an initiative for
the buy-out of annuities payable to pensioners or deferred pensioners for certain plans to the extent they are fully funded on a buy-out basis,
subject to compliance with certain conditions including applicable pension legislations. In fiscal year 2018, on a consolidated basis,
Bombardier Transportation bought-out annuities for more than 500 retirees of defined benefit pension plans, for which the premiums paid to
insurers were €58 million (paid from plans assets) and the respective defined benefit obligations were €48 million.
(5)
For fiscal year 2018, represents severance charges of €4 million, partially offset by curtailment gains of €3 million, and impairment charges of
PP&E of €7 million, all related to previously-announced restructuring actions. For fiscal year 2017, represents restructuring charges of
€192 million, partially offset by curtailment gains of €2 millions and impairment charges of PP&E of €33 million, all related to previouslyannounced restructuring actions.
(6)
On October 26, 2018, the High Court in the United Kingdom ruled that pension schemes must equalize for the effect of unequal Guaranteed
Minimum Pensions between male and female for benefits earned during specified periods (“GMP equalization”). Bombardier Transportation
estimated the impact of the ruling on its pension plans and recognized an additional obligation of €2 million as at December 31, 2018. The
one-time P&L impact was recognized in fiscal year 2018 as a past service cost under IAS 19 - Employee Benefits.
(7)
Following an agreement with tax authorities related to PCG fees of previous years, Bombardier Inc. has invoiced Bombardier Transportation
for PCG fees in accordance with the agreement, and the resulting note receivable was then contributed by Bombardier Inc. into the equity of
Bombardier Transportation.
(8)
Represents the reversal of transaction costs following a change in estimates related to the reorganization of Bombardier Transportation, in
January 2016, under one holding entity necessary to facilitate the placement of a minority stake in BT Holdco.
(2)
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8.

FINANCING EXPENSE AND FINANCING INCOME

Financing expense and financing income were as follows, for fiscal years:
2018
Financing expense
Accretion on net retirement benefit obligations
Amortization of letter of credit facility costs
Net loss on certain financial instruments(1)
Loss on sale of long-term contract receivables(2)
Other

€

Interest on long-term debt
€
Financing income
Net gain on certain financial instruments(1)
Interest on cash and cash equivalents
Other

€

€
(1)
(2)
(3)

(4)

15
10
—
26
34
85
1
86
(5)
(2)
(14)
(21)

2017
€

(3)

€
€

(4)

€

20
10
7
—
63
100
1
101
—
(2)
(8)
(10)

(3)

(4)

Net losses (gains) on certain financial instruments classified as FVTP&L, including losses (gains) arising from changes in interest rates.
Represents the loss related to the sale of long-term contract receivables. See Note 7 – Special items for more details.
Of which €7 million representing the interest expense calculated using the effective interest rate method for financial liabilities classified as
amortized cost, respectively for fiscal year 2018 (€25 million for fiscal year 2017).
Of which €9 million representing the interest income calculated using the effective interest rate method for financial assets classified as
amortized cost and FVOCI, respectively for fiscal year 2018 (nil for fiscal year 2017).

9.

EMPLOYEE BENEFIT COSTS

Employee benefit costs(1) were as follows, for fiscal years:
Notes
Wages, salaries and other employee benefits
Retirement benefits(2)
Restructuring, severance and other involuntary termination costs
Share-based expense

€
21
6, 7
28
€

(1)
(2)

2018
2,407
142
6
22
2,577

€

€

2017
2,325
138
195
17
2,675

Employee benefit costs include costs capitalized as part of the cost of inventories.
Includes defined benefit and defined contribution plans.
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10.

INCOME TAXES

Analysis of income tax expense
Details of income tax expense were as follows, for fiscal years:
Current income taxes
Deferred income taxes

€
€

(1)

2018
112
116
228

€
€

(1)

2017
50
38
88

Restated, refer to Note 3 for the impact of changes in accounting policies.

The reconciliation of income taxes, computed at the Canadian statutory rates, to income tax expense was as
follows, for fiscal years:
EBT
Canadian statutory tax rate
Income tax expense at statutory rate
Increase (decrease) resulting from:
Non-recognition of tax benefits related to tax losses and temporary differences
Write-down of deferred income tax assets
Income tax rates differential of foreign subsidiaries and other investees
Recognition of previously unrecognized tax losses or temporary differences
Permanent differences
Effect of substantively enacted income tax rate changes
Other
Income tax expense
Effective tax rate
(1)
(2)

2018
523
26.7%
140

€

42
104
4
(22)
(24)
—
(16)
228
43.6%

€

€

€

(1)

2017
158
26.7%
42

191
4
8
(122)
(48)
(2)
35
(22)
88
55.7%

Restated, refer to Note 3 for the impact of changes in accounting policies.
Relates mainly to the U.S. tax reform.

Bombardier Transportation’s applicable Canadian statutory tax rate is the Federal and Provincial combined tax rate
applicable in the jurisdiction in which Bombardier Transportation operates.
Details of deferred income tax expense were as follows, for fiscal years:
Non-recognition of tax benefits related to tax losses and temporary differences
Origination and reversal of temporary differences
Write-down of deferred income tax assets
Recognition of previously unrecognized tax losses or temporary differences
Effect of substantively enacted income tax rate changes

€

€
(1)

2018
42
(8)
104
(22)
—
116

€

€

2017
191
(70)
4
(122)
35
38

(1)

Restated, refer to Note 3 for the impact of changes in accounting policies.
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Deferred income taxes
The significant components of the Bombardier Transportation’s deferred income tax asset and liability were as
follows, as at:

Operating tax losses carried forward
Retirement benefits
Contract liabilities
Inventories
Provisions
Other financial assets and other assets
PP&E
Other financial liabilities and other
liabilities
Contract assets
Intangible assets
Other

December 31, 2018
Asset
Liability
€
977 €
—
120
—
16
—
—
—
359
—
123
—
20
—

Unrecognized deferred tax assets
€
(1)

(80)
74
13
(57)
1,565
(1,383)
182 €

€

—
—
—
—
—
—

€

December 31, 2017
Asset
Liability
854 €
—
124
—
—
—
—
—
516
—
66
—
4
—
2
38
(125)
25
1,504
(1,217)
287 €

(1)

€

—
—
—
—
—
—

€

(1)

January 1, 2017
Asset
Liability
1,005 €
—
190
—
—
—
—
—
250
—
76
—
3
—
(13)
1
59
28
1,599
(1,246)
353 €

—
—
—
—
—
—

Restated, refer to Note 3 for the impact of changes in accounting policies.

The changes in the net deferred income tax asset were as follows for the fiscal years:
Balance at beginning of year, net
In net income
In OCI
Retirement benefits
Cash flow hedges
Other(2)
Balance at end of year, net
(1)
(2)

€

€

2018
287
(116)
10
(8)
9
182

€

€

2017
353
(38)

(1)

(38)
26
(16)
287

Restated, refer to Note 3 for the impact of changes in accounting policies.
Mainly comprises foreign exchange rate effects.

The net operating losses carried forward and deductible temporary differences for which deferred tax assets have
not been recognized amounted to €4,885 million as at December 31, 2018, of which €153 million relates to
retirement benefits that will reverse through OCI (€4,431 million as at December 31, 2017 of which €193 million
relates to retirement benefits that will reverse through OCI and €4,528 million as at January 1, 2017 of which
€278 million relates to retirement benefits that will reverse through OCI). Of these amounts, approximately
€4,244 million as at December 31, 2018 has no expiration date (€3,881 million as at December 31, 2017 and
€3,502 million as at January 1, 2017) and approximately €2,516 million relates to the Bombardier Transportation’s
operations in Germany where a minimum income tax is payable on 40% of taxable income (€2,357 million as at
December 31, 2017 and €2,024 million as at January 1, 2017) and €381 million relate to the Bombardier
Transportation’s operations in France where a minimum income tax is payable on 50% of taxable income (€437
million as at December 31, 2017 and €460 million as at January 1, 2017).
In addition, Bombardier Transportation has €143 million of unused investment tax credits, most of which can be
carried forward for 20 years and €36 million of net capital losses carried forward for which deferred tax assets have
not been recognized (€70 million and €41 million as at December 31, 2017 and €71 million and €43 million as at
January 1, 2017). Net capital losses can be carried forward indefinitely and can only be used against future taxable
capital gains.
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Net deferred tax assets of €39 million were recognized as at December 31, 2018 (€101 million as at
December 31, 2017 and €231 million as at January 1, 2017) in jurisdictions that incurred losses this fiscal year or
the preceding fiscal year. Based upon the level of historical taxable income, projections for future taxable income
and prudent tax planning strategies, management believes it is probable Bombardier Transportation will realize the
benefits of these deductible differences and operating tax losses carried forward. See Note 5 – Use of estimates
and judgment for more information on how Bombardier Transportation determines the extent to which deferred
income tax assets are recognized.
No deferred tax liabilities have been recognized on undistributed earnings of Bombardier Transportation’s foreign
subsidiaries, joint ventures and associates when they are considered to be indefinitely reinvested, as Bombardier
Transportation has control or joint control over the dividend policy, unless it is probable that these temporary
differences will reverse. Upon distribution of these earnings in the form of dividends or otherwise, Bombardier
Transportation may be subject to corporation and/or withholding taxes. Taxable temporary differences for which a
deferred tax liability was not recognized amount to approximately €508 million as at December 31, 2018
(€417 million as at December 31, 2017 and €294 million as at January 1, 2017).

11.

FINANCIAL INSTRUMENTS

Net gains (losses) on financial instruments recognized in income were as follows, for fiscal years:
2018
Financial instruments measured at amortized cost
Financial assets - expected credit loss allowance (impairment charges)
Interest on cash and cash equivalents
Financial instruments measured at fair value
Required to be classified as FVTP&L(1)(2)(3)
(1)
(2)
(3)

2017

€
€

(19)
2

€
€

(30)
—

€

(36)

€

22

See Note 7 – Special items for more details.
Excluding the interest income portion related to cash and cash equivalents of €2 million for fiscal year 2017.
Includes loss on sale of long-term contract receivable, see Note 7 – Special items for more details.
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Carrying amounts of financial instruments
The classification of financial instruments and their carrying amounts of financial instruments were as follows, as
at:
FVTP&L
December 31, 2018
Financial assets
Cash and cash equivalents
Trade and other receivables
Other financial assets

€

€
Financial liabilities
Trade and other payables
Long-term debt(1)
Other financial liabilities

€

€

—
—
84
84

FVOCI

€

€

—
—
31
31

€

€
Financial liabilities
Trade and other payables
Long-term debt(1)
Other financial liabilities

€

€
January 1, 2017
Financial assets
Cash and cash equivalents
Trade and other receivables
Other financial assets

€

€
Financial liabilities
Trade and other payables
Long-term debt(1)
Other financial liabilities

€

€

993
—
30
1,023

—
—
55
55

€

n/a
n/a
n/a

€

AFS

€

€

—
—
33
33

732
—
51
783

—
—
5
5

€

€

HFT
December 31, 2017
Financial assets
Cash and cash equivalents
Trade and other receivables
Other financial assets

Amortized
cost

€

n/a
n/a
n/a

€

€

€

€

€

DDHR

662
921
13
1,596

€

2,208
24
4
2,236

€

€

€

Amortized
cost

—
—
4
4

—
—
12
12

€

n/a
n/a
n/a

€

€

€

Total
carrying
value

—
—
111
111

€

—
—
86
86

€

€

€

—
726
229
955

€

1,940
28
11
1,979

€

—
859
237
1,096

€

1,377
33
4
1,414

€

€

€

€

€

662
921
213
1,796

€

2,208
24
121
2,353

€

Total
carrying
value

DDHR

—
—
117
117

€

—
—
150
150

€

—
—
125
125

€

—
—
183
183

€

€

€

€

€

Fair value

€

€

662
921
211
1,794
2,208
24
121
2,353

Fair value

993
726
380
2,099

€

1,940
28
194
2,162

€

732
859
425
2,016

€

1,377
33
242
1,652

€

€

€

€

€

993
726
408
2,127
1,940
28
194
2,162

732
859
437
2,028
1,377
33
242
1,652

(1)

Includes the current portion of long-term debt.
n/a: Not applicable
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Offsetting financial assets and financial liabilities
Bombardier Transportation is subject to enforceable master netting agreements related mainly to its derivative
financial instruments and cash and cash equivalents which contain a right of set-off in case of default, insolvency
or bankruptcy. The amounts that are subject to the enforceable master netting agreements, but which do not meet
some or all of the offsetting criteria, are as follows as at:
Description of recognized financial assets
and liabilities

Amount recognized
in the financial
statements

Amounts subject
to master netting
agreements

Net amount not
subject to master
netting agreements

December 31, 2018
Derivative financial instruments - assets
Derivative financial instruments - liabilities
Cash and cash equivalents

€
€
€

130
(117)
662

€
€
€

(90)
97
(7)

€
€
€

40
(20)
655

December 31, 2017
Derivative financial instruments - assets
Derivative financial instruments - liabilities
Cash and cash equivalents

€
€
€

147
(183)
993

€
€
€

(109)
143
(34)

€
€
€

38
(40)
959

January 1, 2017
Derivative financial instruments - assets
Derivative financial instruments - liabilities
Cash and cash equivalents

€
€
€

176
(238)
732

€
€
€

(112)
166
(54)

€
€
€

64
(72)
678

Derivatives and hedging activities
The carrying amounts of all derivative and non-derivative financial instruments in a hedge relationship were as
follows, as at:
December 31, 2018
Assets
Liabilities
Derivative financial instruments
designated as cash flow hedges(1)
Forward foreign exchange contracts
Derivative financial instruments
classified as HFT(2)
Forward foreign exchange contracts
Embedded derivative financial
instruments
Other
Total derivative financial
instruments
(1)

(2)

€

€

111

€

86

December 31, 2017
Assets
Liabilities

€

117

€

150

January 1, 2017
Assets
Liabilities

€

125

€

183

17

31

29

33

49

53

2
19

—
31

1
30

—
33

2
51

2
55

130

€

117

€

147

€

183

€

176

€

238

The maximum length of time of derivative financial instruments hedging Bombardier Transportation’s exposure to the variability in future
cash flows for anticipated transactions is 18 months as at December 31, 2018.
Held as economic hedges, except for embedded derivative financial instruments.

The ineffectiveness recognized in net income that relates to cash flow hedge, amounted to net gains of €5 million
for fiscal year 2018.
The methods and assumptions used to measure the fair value of financial instruments are described in Note 33 –
Fair value of financial instruments.
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12.

CASH AND CASH EQUIVALENTS

Cash and cash equivalents were as follows, as at:
December 31, 2018
€
533

Cash
Cash equivalents
Term deposits
Cash and cash equivalents

129
662

€

December 31, 2017
€
709

€

January 1, 2017
649

284
993

€

83
732

€

See Note 30 – Credit facilities for details on covenants related to cash and cash equivalents.

13.

TRADE AND OTHER RECEIVABLES

Trade and other receivables were as follows, as at:
Not past
due

Total
December 31, 2018(1)(2)
Trade receivables, gross
Allowance for doubtful accounts
Other
Total
December 31, 2017(1)(2)(5)
Trade receivables, gross
Allowance for doubtful accounts
Other
Total
January 1, 2017(1)(2)(5)
Trade receivables, gross
Allowance for doubtful accounts
Other
Total

€

€

€

€

€

€

Past due but not impaired
less than
more than
90 days
90 days

880
(24)
856
65
921

€

686
(47)
639
87
726

€

751
(20)
731
128
859

€

€

€

€

450
—
450

€

449
—
449

€

557
—
557

€

€

€

€

205
—
205

€

68
—
68

€

59
—
59

€

€

€

€

(3)

Impaired

200
—
200

€

120
—
120

€

115
—
115

€

€

€

€

(4)

25
(24)
1

49
(47)
2

20
(20)
—

(1)

Of which €72 million and €477 million are denominated in USD and other foreign currencies, respectively, as at December 31, 2018
(€122 million and €354 million, respectively, as at December 31, 2017 and €93 million and €398 million, respectively, as at
January 1, 2017).
(2)
Of which €349 million represents customer retentions relating to long-term contracts as at December 31, 2018 based on normal terms and
conditions (€239 million as at December 31, 2017 and €246 million as at January 1, 2017).
(3)
Of which €405 million of trade receivables relates to long-term contracts as at December 31, 2018, of which €200 million were more than
90 days past due (€188 million as at December 31, 2017, of which €120 million were more than 90 days past due and €174 million as at
January 1, 2017, of which €115 million were more than 90 days past due). Bombardier Transportation assesses whether these receivables
are collectible as part of its risk management practices applicable to long-term contracts as a whole.
(4)
Of which a gross amount of €25 million of trade receivables are individually impaired as at December 31, 2018 (€49 million as at
December 31, 2017 and €20 million as at January 1, 2017).
(5)
Restated, refer to Note 3 for the impact of changes in accounting policies.

The factors that Bombardier Transportation considers to classify trade receivables as impaired are as follows: the
customer is in bankruptcy or under administration, payments are in dispute, or payments are in arrears. Further
information on financial risk is provided in Note 32 – Financial risk management.
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Allowance for doubtful accounts – Changes in the allowance for doubtful accounts were as follows, for fiscal
years:
Balance at beginning of year
Provision for doubtful accounts
Amounts written-off
Recoveries
Effect of foreign currency exchange rate changes
Balance at end of year

€

€

2018
(47)
(19)
43
—
(1)
(24)

€

€

2017
(20)
(30)
2
1
—
(47)

Off-balance sheet factoring facilities
In the normal course of its business, Bombardier Transportation has facilities, to which it can sell, without credit
recourse, qualifying trade receivables. Trade receivables of €799 million were outstanding under such facilities as
at December 31, 2018 (€907 million as at December 31, 2017 and €820 million as at January 1, 2017). Trade
receivables of €1,590 million were sold to these facilities during fiscal year 2018 (€1,349 million during fiscal year
2017).
In addition, in fiscal year 2018, Bombardier Transportation sold a long-term contract receivable, previously
recorded in other financial assets, for proceeds of €113 million, refer to Note 7 - Special items and Note 17 - Other
financial assets for more details.

14.

CONTRACT BALANCES

Contract assets were as follows, as at:
December 31, 2018
Long-term contracts
Production contracts
Cost incurred and recorded margins
Less: advances and progress billings

€

Service contracts
Cost incurred and recorded margins
Less: advances and progress billings
€

7,740
(5,857)
1,883
413
(56)
357
2,240

December 31, 2017

€

€

(1)

6,920
(5,155)
1,765

January 1, 2017

€

273
(35)
238
2,003

€

(1)

6,403
(5,087)
1,316
221
(69)
152
1,468

Contract liabilities were as follows, as at:
December 31, 2018
Advances and progress billings in excess of longterm contract cost incurred and recorded margin
Other deferred revenues
Of which current
(1)

€
€
€

1,817
472
2,289
2,289

December 31, 2017
€
€
€

1,648
583
2,231
2,231

(1)

January 1, 2017
€
€
€

(1)

1,413
594
2,007
2,007

Restated, refer to Note 3 - Changes in accounting policies for more details.

Under certain contracts, title to contract balances is vested to the customer as the work is performed, in
accordance with contractual arrangements and industry practice. In addition, in the normal course of business,
Bombardier Transportation provides performance bonds, bank guarantees and other forms of guarantees to
customers as security for advances received from customers pending performance under certain contracts. In
accordance with industry practice, Bombardier Transportation remains liable to the purchasers for the usual
contractor’s obligations relating to contract completion in accordance with predetermined specifications, timely
delivery and product performance.
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Advances and progress billings received on long-term contracts in progress were €7,730 million as at
December 31, 2018 (€6,838 million as at December 31, 2017 and €6,569 million as at January 1, 2017).
Revenues include revenues from long-term contracts, which amounted to €6,249 million for fiscal year 2018
(€6,111 million for fiscal year 2017).
In connection with certain long-term contracts, Bombardier Transportation enters into arrangements whereby
amounts are received from third-party advance providers in exchange for the rights to customer payments. There
is no recourse to Bombardier Transportation if the customer defaults on its payment obligations assigned to the
third-party advance provider. Amounts received under these arrangements are included as advances and
progress billings in reduction of long-term contracts (production contracts) in contract assets and amounted to
€624 million as at December 31, 2018 (€434 million as at December 31, 2017 and €471 million as at
January 1, 2017). The third-party advance providers could request repayment of these amounts if Bombardier
Transportation fails to perform its contractual obligations under the related long-term contract such as delivery
delays beyond a specific date.
Revenues recognized were as follows for fiscal years:
2018
Revenue recognized from:
Contract liability balance at the beginning of the period
Long term production contracts and service contracts
Performance obligations satisfied (partially satisfied) in previous periods(1)
Long term production contracts
Long term service contracts
(1)

€

1,520

€

147
(19)
1,648

2017

€

1,482

€

152
3
1,637

Includes changes in transaction price such as penalties and escalation.

Impairment losses recognized were as follows for fiscal year:
2018
Impairment losses recognized on:
Receivables arising from:
Production contracts
Service contracts

€
€

15.

(18)
(1)
(19)

2017

€
€

(25)
(1)
(26)

INVENTORIES

Inventories were as follows, as at:
Raw material
(1)

December 31, 2018 December 31, 2017(1)
€
119
€
172
€
119
€
172

January 1, 2017
€
194
€
194

(1)

Restated, refer to Note 3 - Changes in accounting policies for more details.
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16.

BACKLOG

The following table presents the aggregate amount of the revenues expected to be realized in the future from
partially or fully unsatisfied performance obligations as at December 31, 2018 as we perform under contracts at
delivery or recognized over time. The amounts disclosed below represent the value of firm orders only. Such
orders may be subject to future modifications that might impact the amount and/or timing of revenue recognition.
The amounts disclosed below do not include constrained variable consideration, unexercised options or letters of
intent.
Revenues expected to be recognized in:
(In billions of €)

December 31, 2018

Less than 24 months

€

14.7

Thereafter

15.4

Total

17.

€

30.1

OTHER FINANCIAL ASSETS

Other financial assets were as follows, as at:
Derivative financial instruments(1)
Long-term contract receivables(2)(3)
Restricted cash
Investments in securities
Deposits
Loans
Other
Of which current
Of which non-current
(1)
(2)
(3)

December 31, 2018
€
130
65
6
5
4
—
3
€
213
€
132
81
€
213

December 31, 2017
€
147
211
10
4
4
1
3
€
380
€
166
214
€
380

January 1, 2017
176
219
10
12
4
1
3
€
425
€
179
246
€
425
€

See Note 11 – Financial instruments.
See Note 32 – Financial risk management.
See Note 7 - Special items for more details on the sale of long-term contract receivables.
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18.

OTHER ASSETS

Other assets were as follows, as at:
Prepaid expenses(1)
Retirement benefits(2)
Intangible assets other than goodwill(3)
Sales tax and other taxes
Income taxes receivable
Deferred financing charges
Other
Of which current
Of which non-current
(1)
(2)
(3)

December 31, 2018
€
195
114
106
89
42
24
7
€
577
€
229
348
€
577

December 31, 2017
€
241
123
53
113
39
23
7
€
599
€
269
330
€
599

January 1, 2017
320
13
22
62
37
23
5
€
482
€
255
227
€
482
€

Includes the prepaid asset related to PCG, see Note 35 - Transactions with Related Parties for more details.
See Note 21 – Retirement benefits.
See Note 20 – Intangible assets.
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19.

PROPERTY, PLANT AND EQUIPMENT

PP&E were as follows, as at:
Land
Cost
Balance as at December 31, 2017
Additions
Disposals
Transfers
Effect of foreign currency
exchange rate changes
Balance as at December 31, 2018
Accumulated amortization and impairment
Balance as at December 31, 2017
Amortization
Impairment
Disposals
Effect of foreign currency
exchange rate changes
Balance as at December 31, 2018
Net carrying value

€

€
€

€
€

54
—
—
—
—
54

Buildings
€

€

€

€
€

€
€

Construction
in progress

950 €
10
(32)
19

383 €
36
(33)
18

5
952

2
406

€

€

—
81

(630) €
(25)
(1)
18

(167) €
(46)
(5)
29

—
—
—
—

—
(15) €
39 €

(3)
(641) €
311 €

(1)
(190) €
216 €

—
—
81

56
—
—
—

Buildings

Equipment

Other

67 €
52
—
(38)

(14) €
—
(1)
—

Land
Cost
Balance as at January 1, 2017
Additions
Disposals
Transfers
Effect of foreign currency
exchange rate changes
Balance as at December 31, 2017
Accumulated amortization and impairment
Balance as at January 1, 2017
Amortization
Impairment
Disposals
Effect of foreign currency
exchange rate changes
Balance as at December 31, 2017
Net carrying value

Equipment

€
€

€
€

Construction
in progress

Total

43 € 1,497
4
102
(4)
(69)
1
—
1
45

8
€ 1,538

(12) €
(6)
—
3

(823)
(77)
(7)
50

—
(15) €
30 €

(4)
(861)
677

Other

Total

€

943 €
22
(15)
22

402 €
45
(48)
13

138 €
6
(38)
(36)

46 € 1,585
5
78
(4)
(105)
1
—

(2)
54 €

(22)
950 €

(29)
383 €

(3)
67 €

(5)
(61)
43 € 1,497

(1) €
—
(13)
—

(638) €
(25)
(18)
36

(202) €
(46)
(2)
62

—
—
—
—

—
(14) €
40 €

15
(630) €
320 €

21
(167) €
216 €

—
—
67

€

€
€

(12) €
(6)
—
3

(853)
(77)
(33)
101

3
(12) €
31 €

39
(823)
674

Included in the above table are assets under finance lease where Bombardier Transportation is the lessee, with
cost and accumulated amortization amounting to €38 million and €27 million, respectively, as at
December 31, 2018 (€38 million and €26 million, respectively, as at December 31, 2017 and €40 million and
€25 million, respectively, as at January 1, 2017).
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20.

INTANGIBLE ASSETS

Intangible assets were as follows, as at:
Platform
development

Goodwill
Cost
Balance as at December 31,
2017
Additions
Disposals
Effect of foreign currency
exchange rate changes
Balance as at
December 31, 2018
Accumulated amortization
and impairment
Balance as at December 31,
2017
Amortization
Disposals
Effect of foreign currency
exchange rate changes
Balance as at
December 31, 2018
Net carrying value

€

1,702
—
—

€

(1)

(1)
(2)
(3)

36
60
—

Licenses,
patents,
trademarks
€

—

(1)(2)

181
—
(4)

Software,
Other

€

—

(1)(3)

177
2
(2)

Total

€

1

1,701

€

96

€

177

€

179

€

€

—
—
—

€

—
—
—

€

(181)
—
4

€

(160)
(8)
2

€

—
€
€

—
1,701

—
€
€

€

1,760
—
—

Platform
development
€

(58)

—

—
96

—
36
—

€
€

€

—

183
—
(2)

€
€

(169)
10
Software,
Other

(1)(2)

€

—

135
6
—

€
€

(1)(3)

€

36

36

€

181

€

177

€

€

—
—
—

€

—
—
—

€

(183)
—
2

€

(113)
(10)
—

€

€
€

—
1,702

€
€

—
36

€
€

(181)
—

(37)
€
€

(160)
17

2,078
42
(2)
(22)

€

—

(346)
1,807

Total

1,702

—

(341)
(8)
6
(3)

€

—

2,153

(3)

(177)
—
Licenses,
patents,
trademarks

(1)(3)

2,096
62
(6)

2

€

Goodwill
Cost
Balance as at January 1, 2017
Additions
Disposals
Effect of foreign currency
exchange rate changes
Balance as at December 31,
2017
Accumulated amortization
and impairment
Balance as at January 1, 2017
Amortization
Disposals
Effect of foreign currency
exchange rate changes
Balance as at December 31,
2017
Net carrying value

(1)(3)

2,096

(296)
(10)
2
(37)

€
€

(341)
1,755

Presented in Note 18 – Other assets.
Includes no internally generated intangible assets, respectively, as at December 31, 2018, 2017 and as at January 1, 2017.
Includes internally generated intangible assets with a cost and accumulated amortization of €222 million and €112 million as at
December 31, 2018 (€160 million and €105 million as at December 31, 2017 and €119 million and €97 million as at January 1, 2017).

Goodwill
Goodwill is related primarly to the DaimlerChrysler Rail Systems GmbH (Adtranz) acquisition in May 2001.
Goodwill is monitored by management at Bombardier Transportation level. During the fourth quarter of fiscal year
2018, Bombardier Transportation completed an impairment test. Bombardier Transportation did not identify any
impairment. See Note 5 – Use of estimates and judgment for more details.
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21.

RETIREMENT BENEFITS

Bombardier Transportation sponsors several funded and unfunded defined benefit pension plans as well as
defined contribution pension plans in Canada and abroad, covering a majority of its employees. Bombardier
Transportation also provides other unfunded defined benefit plans, covering certain groups of employees mainly in
Germany, Canada and the U.S.
Pension plans are categorized as defined benefit (“DB”) or defined contribution (“DC”). DB plans specify the
amount of benefits an employee is to receive at retirement, while DC plans specify how contributions are
determined. As a result, there is no deficit or surplus for DC plans. Hybrid plans are a combination of DB and DC
plans.
Funded plans are plans for which segregated plan assets are invested in trust. Unfunded plans are plans for which
there are no segregated plan assets, as the establishment of segregated plan assets is generally not permitted or
not in line with local practice.

FUNDED DB PLANS
Bombardier Transportation’s major DB plans reside in the U.K., Canada and the U.S., therefore very significant
portions of the DB pension plan assets and benefit obligation are located in those countries. The following text
focuses mainly on plans registered in these three countries.

Governance
Under applicable pension legislations, the administrator of each plan is either Bombardier Inc. or Bombardier
Transportation, in the case of U.S. plans and Canadian plans registered outside of Québec, or a pension
committee, board of trustees or corporate trustee in the case of plans registered in Québec and the U.K.
Plan administrators are responsible for the management of plan assets and the establishment of investment
policies, which define, for each plan, investment objectives, target asset allocation, risk mitigation strategies, and
other elements required by pension legislation.
Plan assets are pooled in three common investment funds (CIFs) for Canadian, U.K. and U.S. plans, respectively,
in order to achieve economies of scale and greater efficiency, diversification and liquidity. The CIFs are broken
down by sub-funds or asset classes in order to allow each plan to have its own asset allocation given its
associated pension obligation liability profile.
The management of the CIFs has been delegated to three (Canadian, U.K. and U.S.) investment committees
(ICs). The ICs are responsible for allocating assets among various sub-funds and asset classes in accordance with
each plan’s investment policy. They are also responsible for hiring, monitoring and terminating investment
managers and have established a multi-manager structure for each sub-fund and asset class. They are supported
by Bombardier Inc.’s Pension Asset Management Services, who oversee the management of the plans’ assets and
of the CIFs on a daily basis. Daily administration of the plans is delegated to either Bombardier Inc. or to external
pension administration service providers. The administrators, the ICs and Bombardier Inc. also rely on the
expertise of external legal advisors, actuaries, auditors and investment consultants.

Benefit Policy
DB plan benefits are usually based on salary and years of service. In Canada and the U.S., since September 1,
2013, all new non-unionized employees join DC plans (i.e. they no longer have the option of joining DB or hybrid
plans). Employees who are members of a DB or hybrid plan closed to new members continue to accrue service in
their original plan.
In the U.K., all DB plans are closed to new members. New employees join DC plans. Pension entitlements are
indexed to inflation according to pension legislation and plan rules.
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Funding requirements
Actuarial valuations are conducted by independent firms hired by Bombardier Transportation or the administrators,
as required by pension legislation. The purpose of the valuations is to determine the plans’ financial position and
the annual contributions to be made by Bombardier Transportation to fund both benefits accruing in the year
(normal cost) and deficits accumulated over prior years. Minimum funding requirements are set out by applicable
pension legislations.
Pension plans in Canada are notably governed under the Supplemental Pension Plans Act in Québec, the Pension
Benefits Act in Ontario and the Income Tax Act. Actuarial valuations are required at least every three years.
Depending on the jurisdiction and the funded status of the plan, actuarial valuations may be required annually.
Contributions are determined by the appointed actuary and cover future service costs and deficits, as prescribed
by laws and actuarial practices.
For Quebec pension plans, minimum contributions are required to amortize the going-concern deficits (established
under the assumption that the plan will continue to be in force) over a period up to fifteen years (which is gradually
decreasing to 10 years as of December 31, 2020). Funding is based on an “enhanced” going-concern valuation,
including a stabilization provision. This provision is funded by special amortization and current service
contributions, and by actuarial gains.
For Ontario pension plans, new legislation was released in 2018, and applies to any actuarial valuation report with
a date on and after December 31, 2017, filed after April 30, 2018. Under this new legislation, minimum
contributions are required to amortize the going-concern deficits (established under the assumption that the plan
will continue to be in force) over a period up to ten years. Solvency deficiencies up to 85% of solvency liabilities are
required to be funded over a period of 5 years. An explicit margin called a provision for adverse deviations (PFAD)
is introduced and is added to both the going concern liabilities and future service cost when determining minimum
contributions.
Pension plans in the U.S. are mainly governed under the Employee Retirement Income Security Act, the Internal
Revenue Code and the Pension Protection Act of 2006. Actuarial valuations are required annually. Contributions
are determined by appointed actuaries and cover future service costs and deficits, as prescribed by law. Funding
deficits are generally amortized over a period of seven years.
Pension plans in the U.K. are notably governed under the Pensions Act of 2004. Actuarial valuations are required
at least every three years. The funding deficit amortization period is determined jointly by the administrators and
Bombardier Transportation.

Investment Policy
The investment policies are established to achieve a long-term investment return so that, in conjunction with
contributions, the plans have sufficient assets to pay for the promised benefits while maintaining a level of risk that
is acceptable given the tolerance of plan stakeholders. See below for more information about risk management
initiatives.
The target asset allocation is determined based on expected economic and market conditions, the maturity profile
of the plans’ liabilities, the funded status of the respective plans and the plan stakeholders’ tolerance to risk.
The plans’ investment strategy is to invest broadly in fixed income and equity securities and to have a smaller
portion of the funds’ assets invested in real return asset securities (global infrastructure and real estate listed
securities).
As at December 31, 2018, the average target asset allocation was as follows:
- 48%, 61% and 50% in fixed income securities, for Canadian, U.K. and U.S. plans, respectively;
- 43%, 29% and 50% in equity securities, for Canadian, U.K. and U.S. plans, respectively; and
- 9% and 10% in real return asset securities, for Canadian and U.K. plans, respectively.
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In addition, to mitigate interest rate risk, interest rate hedging overlay portfolios (comprised of long-term interest
rate swaps and long-term bond forwards) will be implemented for the pension plans when the market will be
favorable and the plans’ triggers will be reached.
The plan administrators have also established dynamic risk management strategies. As a result, asset allocation
will likely become more conservative in the future and interest rate hedging overlay portfolios are likely to be
established as plan funding status and market conditions continue to improve and the plans become more mature.
Under certain pension legislations, and subject to compliance with certain conditions, the buy-out of annuities with
insurance companies would discharge Bombardier Transportation and administrators of their respective
obligations. Accordingly, in 2018, annuities were purchased for pensioners of seven pension plans registered in
Ontario, the UK and the USA. The buy-out of annuities payable to pensioners of other pension plans will be
contemplated in the coming years when these plans become fully funded on a buy-out basis.
Bombardier Inc.’s Pension Asset Management Services monitors the de-risking triggers on a daily basis to ensure
timely and efficient implementation of these strategies. Bombardier Transportation and administrators periodically
undertake asset and liability studies to determine the appropriateness of the investment policies and de-risking
strategies.

Risk management initiatives
Bombardier Transportation’s pension plans are exposed to various risks, including equity, interest rate, inflation,
foreign exchange, liquidity and longevity risks. Several risk management strategies and policies have been put in
place to mitigate the impact these risks could have on the funded status of DB plans and on the future level of
contributions by Bombardier Transportation. The following is a description of key risks together with the mitigation
measures in place to address them.
Equity risk
Equity risk results from fluctuations in equity prices. This risk is managed by maintaining diversification of portfolios
across geographies, industry sectors and investment strategies.
Interest rate risk
Interest rate risk results from fluctuations in the fair value of plan assets and liabilities due to movements in interest
rates. This risk is managed by reducing the mismatch between the duration of plan assets and the duration of
pension obligation. This is accomplished by having a portion of the portfolio invested in long-term fixed income
securities and interest rate hedging overlay portfolios.
Inflation risk
Inflation risk is the risk that benefits indexed to inflation increase significantly as a result of changes in inflation
rates. To manage this risk, the benefit indexation has been capped in certain plans and a portion of plan assets has
been invested in real return fixed income securities and real return asset securities.
Foreign exchange risk
Currency risk exposure arises from fluctuations in the fair value of plan assets denominated in a currency other
than the currency of the plan liabilities. Currency risk is managed with foreign currency hedging strategies as per
plan investment policies.
Liquidity risk
Liquidity risk stems from holding assets which cannot be readily converted to cash when needed for the payment
of benefits or to rebalance the portfolios. Liquidity risk is managed through investments in treasury bills,
government bonds and equity futures and by having no investments in private placements or hedge funds.
Longevity risk
Longevity risk is the risk that increasing life expectancy results in longer-than-expected benefit payments. This risk
is mitigated by using the most recent mortality and mortality improvement tables to set the level of contributions.
The buy-out of annuities with insurance companies transfers all of the risks listed above to insurers for the
annuities purchased.
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UNFUNDED DB PLANS
Unfunded plans are located in countries where the establishment of funds for segregated plan assets is generally
not permitted or not in line with local practice. Bombardier Transportation’s main unfunded DB plans are located in
Germany. Nearly two thirds of the German unfunded DB plan liability relate to former plan members who no longer
accrue future service benefits. Bombardier Transportation contributes annually to the Pensions-Sicherungs-Verein,
Germany’s pension protection association, which provides protection for pension benefits up to certain limits in the
event that plan sponsors become insolvent.

DC PLANS
A growing proportion of employees are participating in DC plans and, as a result, contributions to DC plans have
increased over the past several years. The largest DC plans are located in Canada and in the U.S. The plan
administrators and ICs oversee the management of DC plan assets.

OTHER PLANS
Bombardier Transportation also provides other unfunded defined benefit plans, consisting essentially of postretirement healthcare coverage, life insurance benefits and retirement allowances. Bombardier Transportation
provides post-retirement life insurance and post-retirement health care, with provisions that vary between groups
of employees in Canada, U.S. and U.K. New non-unionized hires are generally no longer offered post-retirement
health care.

RETIREMENT BENEFITS PLANS
The following table provides the components of the retirement benefit cost, for fiscal years:
2018

Current service cost
Accretion expense
Past service cost(1)
Curtailment
Settlement(2)
DB plans
DC plans
Total retirement benefit cost

Pension
benefits
€
72
14
2
(3)
10
95
45
€
140

Other
benefits
€
1
1
—
—
—
2
—
€
2

Related to
Funded DB plans
Unfunded DB plans
DC plans

€
€
€

68
27
45

€

n/a
2
n/a

€
€
€

Recorded as follows
EBIT expense or capitalized cost
Financing expense

€
€

126
14

€
€

1
1

€
€

(1)
(2)

€

€

2017
Pension
benefits
€
77
19
—
(2)
(1)
93
43
€
136

Other
benefits
€
1
1
—
—
—
2
—
€
2

68
29
45

€
€
€

64
29
43

€

127
15

€
€

117
19

€
€

Total
73
15
2
(3)
10
97
45
142

€

Total
78
20
—
(2)
(1)
95
43
138

n/a
2
n/a

€
€
€

64
31
43

1
1

€
€

118
20

€

Represents the loss related to the pension equalization. See Note 7 – Special items for more details.
Represents the loss related to the purchase of pension annuities. See Note 7 – Special items for more details.

n/a: Not applicable
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Changes in the cumulative amount of remeasurements gains (losses) of defined benefit plans recognized in OCI,
and presented as a separate component of deficit, were as follows, for fiscal years:
Gains (losses)
Balance as at January 1, 2017
Impact of asset ceiling and minimum liability
Actuarial gains, net
Effect of exchange rate changes
Income taxes
Balance as at December 31, 2017
Impact of asset ceiling and minimum liability
Actuarial gains, net
Effect of exchange rate changes
Income taxes
Balance as at December 31, 2018

€

(703)
(4)
271
(5)
(38)
(479)
8
32
6
10
(423)

€

The following tables present the changes in the defined benefit obligation and fair value of pension plan assets, for
fiscal years:
2018
Pension
benefits
Change in benefit obligation
Obligation at beginning of year
€
Accretion
Current service cost
Plan participants’ contributions
Past service cost(1)
Actuarial losses (gains) - changes in
financial assumptions
Actuarial (gains) losses - changes in
experience adjustments
Actuarial (gains) losses - changes in
demographic assumptions
Benefits paid
Curtailment
Settlement
Effect of exchange rate changes
Obligation at end of year
€
Obligation is attributable to
Active members
€
Deferred members
Retirees
€
Change in plan assets
Fair value at beginning of year
€
Employer contributions
Plan participants’ contributions
Interest income on plan assets
Actuarial gains (losses)
Benefits paid
Settlement
Administration costs
Effect of exchange rate changes
Fair value at end of year
€
(1)

3,304
82
72
4
2

Other
benefits
€

(155)

Total
€

(2)

(2)
(16)
(114)
(3)
(48)
(12)
3,114

38
1
1
—
—

1

€

1,240
672
1,202
3,114

€

2,604
66
4
68
(142)
(114)
(58)
(3)
(14)
2,411

€

€

€

—
(1)
—
—
(1)
37

2017
Pension
benefits

€

15
—
22
37

€

—
1
—
—
—
(1)
—
—
—
—

€

€

€

3,342
83
73
4
2

€

3,522
83
77
5
—

Other
benefits
€

39
1
1
—
—

Total
€

3,561
84
78
5
—

(157)

(11)

2

(9)

(1)

(66)

(1)

(67)

(16)
(115)
(3)
(48)
(13)
3,151

(27)
(116)
(2)
(15)
(146)
3,304

—
(2)
—
—
(2)
38

(27)
(118)
(2)
(15)
(148)
3,342

€

1,255
672
1,224
3,151

€

2,604
67
4
68
(142)
(115)
(58)
(3)
(14)
2,411

€

€

€

€

1,304
710
1,290
3,304

€

2,552
69
5
64
168
(116)
(14)
(2)
(122)
2,604

€

€

€

€

16
—
22
38

€

—
2
—
—
—
(2)
—
—
—
—

€

€

€

1,320
710
1,312
3,342
2,552
71
5
64
168
(118)
(14)
(2)
(122)
2,604

Represents pension equalization. See Note 7 – Special items for more details.
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The following table presents the reconciliation of plan assets and obligations to the amount recognized in the
consolidated statements of financial position, as at:
December 31, 2018
Pension
Other
benefits
benefits
Present value of defined benefit
obligation
Fair value of plan assets
Impact of asset ceiling test and
minimum liability(1)
Net amount recognised
Amounts included in:
Retirement benefit
Liability
Asset(2)
Net liability
(1)
(2)

€

€

€
€

3,114
(2,411)
703
—
703

817
(114)
703

€

€

€
€

37
—
37
—
37

37
—
37

December 31, 2017
Pension
Other
benefits
benefits
€

€

€
€

3,304
(2,604)
700
7
707

830
(123)
707

€

€

€
€

38
—
38
—
38

38
—
38

January 1, 2017
Pension
Other
benefits
benefits
€

€

€
€

3,522
(2,552)
970
3
973

986
(13)
973

€

€

€
€

39
—
39
—
39

39
—
39

Comprises the effect of exchange rate changes.
Presented in Note 18 – Other assets.

The following table presents the allocation of the net retirement benefit liability by major countries, as at:
December 31, 2018
Pension
Other
benefits
benefits
Funded pension plans
Canada
U.K.
U.S.
Other

€

Unfunded pension plans
Germany
Canada
U.S.
Other
Net liability

€

65
(73)
74
66
132
450
—
6
115
571
703

€

€

—
—
—
—
—
—
22
7
8
37
37

December 31, 2017
Pension
Other
benefits
benefits
€

€

42
(75)
75
68
110
470
—
6
121
597
707

€

€

—
—
—
—
—
—
21
8
9
38
38

January 1, 2017
Pension
Other
benefits
benefits
€

€

42
147
77
94
360
486
—
7
120
613
973

€

€

—
—
—
—
—
—
21
9
9
39
39

The following table presents the allocation of benefit obligation and plan assets by major countries, as at:

Funded pension plans
Canada
U.K.
U.S.
Other

December 31, 2018
Benefit
Plan
obligation
assets

December 31, 2017
Benefit
Plan
obligation
assets

January 1, 2017
Benefit
Plan
obligation
assets

€

€

€

Unfunded pension plans
€

404
1,620
181
338
2,543
608
3,151

€

€

339
1,693
107
272
2,411
—
2,411

€

463
1,723
187
334
2,707
635
3,342

€

€

428
1,798
112
266
2,604
—
2,604

€

460
1,884
195
370
2,909
652
3,561

€

€

421
1,737
118
276
2,552
—
2,552
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The fair value of plan assets by level of hierarchy, was as follows, as at:

Cash and cash equivalents
Equity securities
U.S.
U.K.
Switzerland
Canada
Other

€

€

December 31, 2018
Level 2
Level 3
55
€
—

229
76
14
35
317
671

—
7
—
—
—
7

5
—
—
—
2
7

€

327
934
4
1,265
250
29
2,411

€

—
—
—
—
202
—
1,000

327
934
4
1,265
—
29
1,356

—
—
—
—
48
—
55

€

Total
155

€

Level 1
117

Real return asset securities
Other

€

€

€

December 31, 2017
Level 2
Level 3
38
€
—

271
99
20
50
345
785

266
92
20
50
343
771

—
7
—
—
—
7

5
—
—
—
2
7

€

332
990
6
1,328
261
75
2,604

€

—
—
—
—
211
—
1,099

€

332
990
6
1,328
—
75
1,448

—
—
—
—
50
—
57

€

Total
191

€

Level 1
148

€

Level 2
43

January 1, 2017
Level 3
€
—

Fixed-income securities
Corporate
Government
Other
Real return asset securities
Other

Cash and cash equivalents
Equity securities
U.S.
U.K.
Switzerland
Canada
Other

€

Level 1
127

234
83
14
35
319
685

Fixed-income securities
Corporate
Government
Other

Cash and cash equivalents
Equity securities
U.S.
U.K.
Switzerland
Canada
Other

Total
182

Fixed-income securities
Corporate
Government
Other
Real return asset securities
Other
€

€

283
137
18
43
352
833

277
126
18
43
350
814

—
11
—
—
—
11

6
—
—
—
2
8

337
828
5
1,170
311
47
2,552

—
—
—
—
260
—
1,222

337
828
5
1,170
—
47
1,271

—
—
—
—
51
—
59

€

€

€
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Plan assets did not include any of Bombardier Inc.’s shares, nor any property occupied by Bombardier
Transportation or other assets used by Bombardier Transportation as at December 31, 2018, 2017 and January 1,
2017.
The following table presents the contributions made for fiscal year 2018 and 2017 as well as the estimated
contributions for fiscal year 2019:
2019
Estimated
Contribution to
Funded pension plans
Unfunded pension plans
Other benefits
Total defined benefits plans
DC pension plans
Total contributions

€

€

61
23
2
86
49
135

2018

€

€

45
21
1
67
45
112

2017

€

€

49
20
2
71
43
114

The following table presents information about the maturity profile of the defined benefit obligation expected to be
paid, as at:
December 31, 2018
Benefits expected to be paid
Within 1 year
Between 1 and 5 years
Between 5 and 10 years
Between 10 and 15 years
Between 15 and 20 years

€

100
459
713
836
860
2,968

€

The following table provides the weighted average duration of the defined benefit obligations related to pension
plans, as at:
Duration in years as at
Funded pension plans
Canada
U.S.
U.K.
Other
Unfunded pension plans
Germany
U.S.
Other

December 31, 2018
15.5
16.5
19.1
17.0
14.9
12.3
14.8

The following table provides the expected payments to be made under the unfunded plans, as at
December 31, 2018:
Germany
Benefits expected to be paid
Within 1 year
Between 1 and 5 years
Between 5 and 10 years
Between 10 and 15 years
Between 15 and 20 years

€

€

19
81
117
129
109
455

Other
€

€

5
28
43
48
48
172

Total
€

€

24
109
160
177
157
627
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The significant actuarial assumptions reflect the economic situation of each country. The weighted-average
assumptions used to determine the benefit cost and obligation were as follows, as at:

(in percentage)
Benefit cost
Discount rate
Rate of compensation increase
Inflation rate
Ultimate health care cost trend rate
Benefit obligation
Discount rate
Rate of compensation increase
Inflation rate
Initial health care cost trend rate
Ultimate health care cost trend rate

December 31, 2018
Pension
Other
benefits
benefits

December 31, 2017
Pension
Other
benefits
benefits

January 1, 2017
Pension
Other
benefits
benefits

2.50%
2.87%
2.05%
n/a

3.37%
3.00%
2.20%
5.20%

2.49%
2.87%
2.08%
n/a

3.65%
3.00%
2.25%
5.17%

3.24%
2.95%
1.97%
n/a

4.09%
3.00%
2.05%
5.20%

2.69%
2.86%
2.03%
n/a
n/a

3.69%
3.00%
2.20%
5.79%
5.21%

2.50%
2.87%
2.05%
n/a
n/a

3.37%
3.00%
2.20%
5.89%
5.20%

2.49%
2.87%
2.08%
n/a
n/a

3.65%
3.00%
2.25%
5.79%
5.17%

n/a: Not applicable

The mortality tables and the average life expectancy in years of a member at age 45 or 65 is as follows, as at
December 31:
(in years)
Country
Canada
U.K.
U.S.
Germany

Country
Canada
U.K.
U.S.
Germany

Life expectancy over 65 for a male member currently
Aged 65 on December
Aged 45 on December
Mortality tables
2018
2017
2018
2017
21.7
21.7
22.8
22.7
2014 Private Sector Mortality Table
(“CPM2014Priv”)projected generationally using the
CMP Improvement Scale B (“CPM-B”)
SNA07M_CMI 2013 and S2P(M/F)A CMI 2016(1)
22.6
22.6
24.8
24.8
RP-2014 mortality table projected generationally
using the MP-2018 improvement scale(2)
20.7
20.7
22.3
22.3
(3)
Dr. K Heubeck 2018
19.9
19.1
22.7
21.8
Life expectancy over 65 for a female member currently
Aged 65 on December
Aged 45 on December
Mortality tables
2018
2017
2018
2017
2014 Private Sector Mortality Table
24.2
24.1
25.1
25.0
(“CPM2014Priv”)projected generationally using the
CMP Improvement Scale B (“CPM-B”)
SNA07M_CMI 2013 and S2P(M/F)A CMI 2016(1)
24.7
24.7
26.9
26.9
RP-2014 mortality table projected generationally
22.7
22.7
24.3
24.3
using the MP-2018 improvement scale(2)
Dr. K Heubeck 2018(3)
23.5
23.2
25.7
25.7

(1)

SNA07M_CMI 2013 and S1P(M/F)A CMI 2012 as at December 31, 2017.
RP-2014 mortality table projected generationally using the MP-2017 improvement scale as at December 31, 2017.
(3)
Dr. K Heubeck 2005 as at December 31, 2017.
(2)
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A 0.25 percentage point increase in one of the following actuarial assumptions would have the following effects, all
other actuarial assumptions remaining unchanged:
Retirement benefit cost
for fiscal year
2018
€
(7)
€
2
€
2

Assumption
Discount rate
Rate of compensation increase
Inflation rate

Net retirement benefit
liability as at
December 31, 2018
€
(137)
€
18
€
65

A one year additional life expectancy as at December 31, 2018 for all DB plans would increase the net retirement
benefit liability by €91 million and the retirement benefit cost for fiscal year 2018 by €4 million, all other actuarial
assumptions remaining unchanged.
As at December 31, 2018, the health care cost trend rate for retirement benefits other than pension, which is a
weighted-average annual rate of increase in the per capita cost of covered health and dental care benefits, is
assumed to be 5.79% and to decrease progressively to 5.21% by calendar year 2027 and then remain at that level
for all participants. A one percentage point change in assumed health care cost trend rates would have the
following effects, as at December 31, 2018 and for fiscal year 2018:
One percentage point
increase
€
1

Effect on the net retirement benefit liability

22.

One percentage point
decrease
€
(1)

TRADE AND OTHER PAYABLES

Trade and other payables were as follows, as at:
Trade payables
Accrued liabilities
Other
(1)

December 31, 2018 December 31, 2017(1)
€
1,535
€
1,252
554
601
119
87
€
2,208
€
1,940

January 1, 2017
€
791
502
84
€
1,377

(1)

Restated, refer to Note 3 - Changes in accounting policies for more details.

Bombardier Transportation negotiated extended payment terms of 240 to 310 days after delivery with certain of its
suppliers. Trade payables with these extended terms totaled €474 million and bore interest at a weighted average
rate of 2.41% as at December 31, 2018 (€479 million and 1.96%, respectively, as at December 31, 2017 and
€272 million and 1.75% as at January 1, 2017). Suppliers generally have the right to return to original payment
terms for future payables upon providing a minimum notice period.
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23.

PROVISIONS

Changes in provisions were as follows, for fiscal years 2018 and 2017:

(2)

Balance as at December 31, 2017
Additions
Utilization
Reversals
Effect of foreign currency
exchange rate changes
Balance as at December 31, 2018
Of which current
Of which non-current

Product
warranties
€
393
93
(131)
(68)
€
€
€

(2)

Balance as at January 1, 2017
Additions
Utilization
Reversals
Effect of foreign currency
exchange rate changes
Balance as at December 31, 2017(2)
Of which current
Of which non-current

(2)
(3)

€
€
€

Product
warranties
€
403
116
(77)
(43)
(6)
393
393
—
393

(1)
200
74
126
200

€
€

€
€
€

(3)

(3)

—
159
117
42
159

Restructuring,
severance
and other
termination
benefits
€
77
196
(68)
(4)

€
(1)

(2)
285
285
—
285

Restructuring,
severance
and other
termination
benefits
€
200
19
(45)
(15)

Onerous
contracts
€
571
90
(249)
(18)
€
€
€

(3)

13
407
407
—
407

Onerous
contracts
€
647
149
(144)
(42)
€
€
€

(39)
571
571
—
571

€

€
€
€

€

€
€
€

Other
47
21
(16)
(5)

(1)

€

1
48
34
14
48

Other
50
27
(22)
(7)
(1)
47
33
14
47

€
€
€

(1)

€

€
€
€

Total
1,211
223
(441)
(106)
12
899
843
56
899

Total
1,177
488
(311)
(96)
(47)
1,211
1,071
140
1,211

Includes litigations and claims, as well as environmental liabilities.
Restated, refer to Note 3 - Changes in accounting policies for more details.
See Note 7 – Special items for more details on the additions and reversals related to restructuring charges.

50

24.

OTHER FINANCIAL LIABILITIES

Other financial liabilities were as follows, as at:
Derivative financial instruments(1)
Current portion of long-term debt(2)
Other
Of which current
Of which non-current
(1)
(2)

December 31, 2018
€
117
4
4
€
125
€
124
1
€
125

December 31, 2017
€
183
4
11
€
198
€
197
1
€
198

January 1, 2017
238
4
4
€
246
€
234
12
€
246
€

See Note 11 – Financial instruments.
See Note 26 – Long-term debt.

25.

OTHER LIABILITIES

Other liabilities were as follows, as at:
Accruals for long-term contract costs
Employee benefits(2)
Other taxes payable
Income taxes payable
Other
Of which current
Of which non-current
(1)
(2)

December 31, 2018
€
387
249
156
133
—
€
925
€
865
60
€
925

December 31, 2017(1)
€
534
292
194
130
—
€
1,150
€
1,056
94
€
1,150

€

€
€
€

January 1, 2017
549
288
153
169
3
1,162
1,035
127
1,162

(1)

Restated, refer to Note 3 - Changes in accounting policies for more details.
Comprises all employee benefits excluding those related to retirement benefits, which are reported in the line items Retirement benefits and
in Other assets (see Note 21 – Retirement benefits).

26.

LONG-TERM DEBT

All long-term debt items rank pari-passu and are unsecured.
(1)

Of which current
Of which non-current
(1)

December 31, 2018
€
4
20
€
24

December 31, 2017
€
4
24
€
28

January 1, 2017
€
4
29
€
33

See Note 24 – Other financial liabilities.

Long-term debt includes €24 million relating to obligations under finance leases as at December 31, 2018
(€28 million as at December 31, 2017 and €33 million as at January 1, 2017) and bears interest at a weighted
average rate of 6.70% (6.70% as at December 31, 2017 and 6.72% as at January 1, 2017).
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Long-term debt repayment requirement during the next five years and thereafter are as follows:
Finance leases
4
20
€
24

Within 1 year
Between 1 and 5 years

27.

€

SHARE CAPITAL

Ordinary shares
All ordinary shares have a nominal value of €1.
Ordinary shares
Voting rights: One vote each.
Dividend:
Payable only if declared.

The number of ordinary shares issued and fully paid was as follows as at:
December 31, 2018

December 31, 2017

210
—
210

208
2
210

Issued and fully paid
Balance at beginning of year
Issuance of shares
Balance at end of year

Dividends
Dividends declared were as follows:

Ordinary shares

28.

Dividend declared for fiscal year
December 31, 2018
December 31, 2017
Total
Total
Per share
Per share
(in millions (in millions (in millions (in millions
of Euro)
of Euro)
of Euro)
of Euro)
€
1.29 €
270 €
1.20 €
251

Dividend declared after
December 31, 2018
Total
Per share
(in millions
(in millions
of Euro)
of Euro)
€
0.00 €
—

SHARE-BASED PLANS

PSU, DSU and RSU plans
The Board of Directors of Bombardier Inc. approved a PSU and a RSU plan under which PSUs and RSUs may be
granted to executives and other designated employees. The PSUs and the RSUs give recipients the right, upon
vesting, to receive a certain number of Bombardier Inc.’s Class B Shares (subordinate voting). The RSUs also
give certain recipients the right to receive a cash payment equal to the value of the RSUs. The Board of Directors
of Bombardier Inc. has also approved a DSU plan under which DSUs may be granted to senior officers. The DSU
plan is similar to the PSU plan, except that their exercise can only occur upon retirement or termination of
employment.
During fiscal year 2018, a combined value of €42 million of PSUs were authorized for issuance (€41 million during
fiscal year 2017) by Bombardier Inc., of which €19 million and €15 million relates to Bombardier Transportation for
fiscal year 2018 and 2017, respectively.
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The number of PSUs, DSUs and RSUs has varied as follows, for fiscal years:

Balance at beginning
of year
Granted
Transfer(1)
Exercised
Forfeited
Balance at end of year
(1)

PSU

DSU

2018
RSU

PSU

DSU

2017
RSU

29,798,232
11,341,720
(78,714)
—
(2,499,445)
38,561,793

52,532
—
—
(52,531)
(1)
—

10,750,542
—
(1,312)
(10,520,243)
(228,987)
—

19,482,494
16,629,019
63,701
(54,760)
(6,322,222)
29,798,232

624,939
—
—
—
(572,407)
52,532

11,550,748
—
43,122
—
(843,328)
10,750,542

Represents PSU, DSU or RSU of employees transfered from Bombardier Inc. or the Aerospace segments to Bombardier Transportation,
and vice-versa.

PSUs and DSUs granted will vest if a financial performance threshold is met. The conversion ratio for vested
PSUs and DSUs ranges from 50% to 150%. PSUs and DSUs generally vest three years following the grant date if
the financial performance thresholds are met. For grants issued between January 1, 2016 and
December 31, 2018, the vesting dates range from August 2019 to May 2021.
The weighted-average grant date fair value of PSUs granted during fiscal year 2018 was €2.63 (€1.81 during
fiscal year 2017). The fair value of each PSUs granted was measured based on the closing price of a Class B
Share (subordinate voting) of Bombardier Inc. on the Toronto Stock Exchange.
A compensation expense of €18 million was recorded during fiscal year 2018 with respect to the PSU, DSU and
RSU plans (a compensation expense of €14 million during fiscal year 2017).

Share option plans
Under share option plans, options are granted to key employees to purchase Class B Shares (subordinate
voting). Of the 224,641,195 Class B Shares (subordinate voting) reserved for issuance at Bombardier Inc.,
49,819,432 were available for issuance under these share option plans, as at December 31, 2018.
Current share option plan - Effective June 1, 2009, Bombardier Inc. amended the share option plan for key
employees for options granted after this date. The most significant terms and conditions of the amended plan are
as follows:
• the exercise price is equal to the weighted-average trading prices on the stock exchange during the five
trading days preceding the date on which the options were granted;
• the options vest at the expiration of the third year following the grant date; and
• the options terminate no later than seven years after the grant date.
The summarized information on the current share option plan is as follows as at December 31, 2018:

Exercise price range (Cdn$)
1 to 2
2 to 4
4 to 6
6 to 8

Number of
options
12,024,026
8,545,604
4,144,752
—
24,714,382

Issued and outstanding
WeightedWeightedaverage
average
remaining
exercise
life (years)
price (Cdn$)
4.16
1.78
4.55
2.90
5.47
4.27
—
—

Number of
options
4,772,560
2,818,923
772,450
—
8,363,933

Exercisable
Weightedaverage
exercise
price (Cdn$)
1.62
3.71
4.88
—
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The number of options issued and outstanding under the current share option plan has varied as follows, for fiscal
years:

Balance at beginning of year
Granted
Exercised
Forfeited
Expired
Balance at end of year
Options exercisable at end of year

Number of
options
25,231,622
4,048,398
(3,418,085)
(308,428)
(839,125)
24,714,382

2018
Weightedaverage
exercise
price (Cdn$)
2.60
3.78
3.33
2.26
5.99
2.58

Number of
options
23,824,820
5,205,381
—
(3,127,579)
(671,000)
25,231,622

2017
Weightedaverage
exercise
price (Cdn$)
2.75
2.56
—
3.20
4.75
2.60

8,363,933

2.63

6,564,560

4.33

Share-based compensation expense for options
The weighted-average grant date fair value of stock options granted during fiscal year 2018 was €1.18 per option
(€0.80 per option for fiscal year 2017). The fair value of each option granted was determined using a BlackScholes option pricing model, which incorporates the share price at the grant date, and the following weightedaverage assumptions, for fiscal years:
2018
2.21%
5 years
51.99%
0%

Risk-free interest rate
Expected life
Expected volatility in market price of shares
Expected dividend yield

2017
1.48%
5 years
50.38%
0%

A compensation expense of €4 million was recorded during fiscal year 2018 with respect to share option plans
(€3 million during fiscal year 2017).

29.

NET CHANGE IN NON-CASH BALANCES

Net change in non-cash balances was as follows, for fiscal years:
Trade and other receivables
Inventories
Contract assets
Contract liabilities
Other financial assets and liabilities, net
Other assets
Trade and other payables
Provisions
Retirement benefits liability
Other liabilities

€

€
(1)

2018
(217)
44
(244)
64
76
43
279
(311)
34
(237)
(469)

€

€

2017
94
22
(614)
323
53
(33)
659
(3)
99
32
632

(1)

Restated, refer to Note 3 - Changes in accounting policies for more details.
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The following table presents the reconciliation of movements of liabilities to cash flows arising from financing
activities:
Long-term debt
Balance as at January 1, 2017

€

33

Changes from financing cash flows
Proceeds from long-term debt

2

Repayment of long-term debt

(6)

Total changes from financing cash flows

29

The effect of changes in foreign exchange rates

(1)

Balance as at December 31, 2017
Changes from financing cash flows
Proceeds from long-term debt
Repayment of long-term debt
Total changes from financing cash flows

€

2
(7)
23

The effect of changes in foreign exchange rates

1

Balance as at December 31, 2018

30.

28

€

24

CREDIT FACILITIES

Letter of credit facilities
The letter of credit facilities and their maturities were as follows, as at:
Amount
committed
December 31, 2018
BT facility
December 31, 2017
BT facility
January 1, 2017
BT facility
(1)

Letters of
credit issued

Amount
available

Maturity

€

3,940

€

3,515 €

425

2022

€

3,560

€

3,346 €

214

2021

€

3,310

€

3,141 €

169

2020

(1)

The facility has an initial three year availability period, when new letters of credit can be issued up to the maximum commitment amount of
the facility, plus a one year amortization period during which new letters of credit cannot be issued. The final maturity date of the facility is
2022.

In addition to the outstanding letters of credit shown in the above table, letters of credit of €3,047 million were
outstanding under various bilateral agreements and letters of credit of €316 million under the PSG facility as at
December 31, 2018 (€2,514 million and €314 million, respectively, as at December 31, 2017 and €1,754 million
and €196 million, respectively, as at January 1, 2017).
Bombardier Transportation also uses numerous bilateral bonding facilities with insurance companies to support its
operations. An amount of €3.2 billion was outstanding under such facilities as at December 31, 2018 (€2.8
billion as at December 31, 2017 and €2.8 billion as at January 1, 2017).
In January 2019, the committed amount under Bombardier Transportation’s letter of credit facility was increased
to €3,957 million.
Revolving credit facilities
Bombardier Transportation has an unsecured revolving credit facility amounting to €689 million, available for cash
drawings.The facility matures in May 2021 and bears interest at Euribor plus a margin. The facility was unused as
of December 31, 2018.

55

Financial covenants
Bombardier Transportation is subject to various financial covenants under the Bombardier Transportation letter of
credit facilities and the unsecured revolving credit facility, which must be met on a quarterly basis. The
Bombardier Transportation letter of credit facility and revolving credit facility include financial covenants requiring
minimum equity as well as a maximum debt to EBITDA ratio, all calculated based on Bombardier Transportation
consolidated financial statements. These terms and ratios are defined in the respective agreements and do not
correspond to Bombardier Transportation’s global metrics as described in Note 31 – Capital management. In
addition, Bombardier Transportation must maintain a minimum liquidity of €750 million at the end of each quarter.
Minimum liquidity required is not defined as comprising only cash and cash equivalents as presented in the
consolidated statement of financial position. These conditions were all met on a quarterly basis and as at
December 31, 2018 and 2017 and January 1, 2017.
Bombardier Transportation regularly monitors these ratios to ensure it meets all financial covenants, and has
controls in place to ensure that contractual covenants are met.

31.

CAPITAL MANAGEMENT

Bombardier Transportation’s capital management strategy is designed to maintain strong liquidity and to optimize
its capital structure in order to reduce costs and improve its ability to seize strategic opportunities. Bombardier
Transportation analyzes its capital structure using global metrics, which are based on a broad economic view of
Bombardier Transportation.
In order to adjust its capital structure, Bombardier Transportation may repurchase or issue capital or vary the
amount of dividends paid to shareholders.
Bombardier Transportation pro-actively manages such capital based on the key metrics being EBITDA, EBIT and
Free Cash Flow (cash flows from operating activities less net additions to PP&E and intangible assets).
See Note 30 – Credit facilities for a description of bank covenants.

32.

FINANCIAL RISK MANAGEMENT

Bombardier Transportation is primarily exposed to credit risk, liquidity risk and market risk as a result of holding
financial instruments.
Credit risk
Liquidity risk
Market risk

Risk that one party to a financial instrument will cause a financial loss for the other party by failing to
discharge an obligation.
Risk that an entity will encounter difficulty in meeting its obligations associated with financial liabilities.
Risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in
market prices, whether those changes are caused by factors specific to the individual financial instrument
or its issuer, or factors affecting all similar financial instruments traded in the market. Bombardier
Transportation is primarily exposed to foreign exchange risk and interest rate risk.

Credit risk
Bombardier Transportation is exposed to credit risk through its normal treasury activities on its derivative financial
instruments and other investing activities. Bombardier Transportation is also exposed to credit risk through its
trade receivables arising from its normal commercial activities.
The effective monitoring and controlling of credit risks is a key component of Bombardier Transportation’s risk
management activities. Credit risks arising from the treasury activities are managed by a central treasury function
in accordance with Bombardier Inc.’s Foreign Exchange Risk Management Policy and Investment Policy (the
“Policy”). The objective of the policy is to minimize Bombardier Transportation’s exposure to credit risk from its
treasury activities by ensuring that Bombardier Transportation transacts strictly with investment-grade financial
institutions based on pre-established counterparty risk limits per financial institution.
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Credit risks arising from Bombardier Transportation’s normal commercial activities arise from customer credit risk.
Customer credit ratings and credit limits are analyzed and established by internal credit specialists, based on
inputs from external rating agencies, recognized rating methods and Bombardier Transportation’s own experience
with the customers. The credit ratings and credit limits are dynamically reviewed based on fluctuations in the
customer’s financial results and payment behaviour.
These customer credit ratings and credit limits are critical inputs in determining the conditions under which credit
or financing will be offered to customers, including obtaining collateral to reduce Bombardier Transportation’s
exposure to losses. Specific governance is in place to ensure that financial risks arising from large transactions
are analyzed and approved by the appropriate management level before financing or credit support is offered to
the customer.
Credit risk is monitored on an ongoing basis using different systems and methodologies depending on the
underlying exposure. Various accounting and reporting systems are used to monitor trade receivables and other
direct financings.
Maximum exposure to credit risk – The maximum exposures to credit risk for financial instruments is usually
equivalent to their carrying value, as presented in Note 11 – Financial instruments, except for investment in
securities and embedded derivatives, for which their maximum exposure to credit risk is nil.
Credit quality – The credit quality, using external and internal credit rating systems, of financial assets that are
neither past due nor impaired is usually investment grade.
Liquidity risk
Bombardier Transportation manages liquidity risk by maintaining detailed cash forecasts, as well as long-term
operating and strategic plans. The management of Bombardier Transportation’ liquidity requires a constant
monitoring of expected cash inflows and outflows, which is achieved through a detailed forecast of Bombardier
Transportation’s liquidity position, as well as long-term operating and strategic plans, to ensure adequacy and
efficient use of cash resources. Bombardier Transportation uses scenario analyses to stress-test cash flow
projections. Liquidity adequacy is continually monitored, taking into consideration historical volatility and seasonal
needs, stress-test results, the maturity profile of indebtedness, access to capital markets, the level of customer
advances, working capital requirements, the funding of product development and other financial commitments.
Bombardier Transportation also monitors any financing opportunities to optimize its capital structure and maintain
appropriate financial flexibility.
In addition, Bombardier Transportation engages in certain working capital financing initiatives such as the sale of
receivables (see note 13 - Trade and other receivables), arrangements for advances from third parties (refer to
note 14 - Contract balances), the negotiation of extended payment terms with certain suppliers (refer to note 22 Trade and other payables).
Bombardier Transportation also routinely reviews the terms and conditions of its bank facilities and seeks annual
extensions of the availability periods thereunder.
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Maturity analysis –The maturity analysis of financial assets and financial liabilities, excluding derivative financial
instruments, was as follows, as at December 31, 2018:
Carrying
amount

Cash and cash equivalents
Trade and other receivables
Other financial assets(1)
Assets
Trade and other payables
Other financial liabilities(1)
Long-term debt
Principal
Interest
Liabilities
Net amount
(1)

€
€
€
€
€

Less
than 1
year
662 €
662 €
921
879
83
13
1,554
2,208
2,205
4
4

€

24

€

4
—
2,213
(659) €

Undiscounted cash flows
(before giving effect to the related hedging instruments)
With no
1 to 3
3 to 5
5 to 10 Over 10 specific
years
years
years
years maturity
Total
— €
28
10
38
2
—

— €
1
8
9
—
—

— €
—
25
25
—
—

— €
—
27
27
—
—

— €
13
—
13
1
—

662
921
83
1,666
2,208
4

20
2
24
14 €

—
—
—
9 €

—
—
—
25 €

—
—
—
27 €

—
—
1
12 €

24
2
2,238
(572)

The carrying amount of other financial assets excludes derivative financial instruments and the carrying amount of other financial liabilities
excludes derivative financial instruments and the current portion of long-term debt.

Other financial assets include long-term contract receivables maturing in March 2033. Under the respective
agreements, Bombardier Transportation will receive incentive payments. Due to future variations in the relevant
index the amounts shown in the table above may vary.
The maturity analysis of derivative financial instruments, excluding embedded derivatives, was as follows, as at
December 31, 2018:
Nominal
value (EUR
equivalent)

Undiscounted cash flows
Less
than 1
year

Derivative financial assets
Forward foreign exchange contracts
Derivative financial liabilities
Forward foreign exchange contracts
Net amount
(1)

1 year

2 to
3 years

3 to
5 years

Over
5 years

(1)

Total

€

6,950 €

129 €

1 €

— €

— €

— €

130

€

(6,077) €
€

(117) €
12 €

— €
1 €

— €
— €

— €
— €

— €
— €

(117)
13

Amounts denominated in foreign currency are translated at the period end exchange rate.

Market risk
Foreign exchange risk
Bombardier Transportation is exposed to significant foreign exchange risks in the ordinary course of business
through its international operations, in particular to the Canadian dollar, Pound sterling, Swiss franc, Swedish
krona and US dollar. Bombardier Transportation employs various strategies, including the use of derivative
financial instruments and by matching asset and liability positions, to mitigate these exposures.
Bombardier Transportation’s main exposures to foreign currencies are covered by Bombardier Inc.’s central
treasury function with the support of Bombardier Transportation central treasury function. Foreign currency
exposures are mitigated in accordance with Bombardier Inc.’s Foreign Exchange Risk Management Policy (the
“FX Policy”). The objective of the FX Policy is to mitigate the impact of foreign exchange movements on
Bombardier Transportation’s consolidated financial statements. Under the FX Policy, potential losses from
adverse movements in foreign exchange rates should not exceed Board authorized pre-set limits. Potential loss is
defined as the maximum expected loss that could occur if an unhedged foreign currency exposure was exposed
to an adverse change of foreign exchange rates over a one-quarter period. The FX Policy also strictly prohibits
any speculative foreign exchange transactions that would result in the creation of an exposure in excess of the
maximum potential loss approved by the Board of Directors of Bombardier Inc.
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Under the FX Policy, it is the responsibility of Bombardier Transportation to identify all actual and potential foreign
exchange exposures arising from its operations. This information is communicated to the central treasury group of
the Parent, which has the responsibility to execute the hedge transactions in accordance with the FX Policy.
In order to properly manage their exposures, Bombardier Transportation maintains long-term cash flow forecasts
in each currency. Bombardier Transportation hedges all its identified foreign currency exposures to limit the effect
of currency movements on its results. Bombardier Transportation also mitigate foreign currency risks by
maximizing transactions in its functional currency for its operation such as material procurement, sale contracts
and financing activities.
Bombardier Transportation mainly uses forward foreign exchange contracts to manage its exposure from
transactions in foreign currencies. Bombardier Transportation applies hedge accounting for a significant portion of
anticipated transactions and firm commitments denominated in foreign currencies, designated as cash flow
hedges. Notably, Bombardier Transportation enters into forward foreign exchange contracts to reduce the risk of
variability of future cash flows resulting from forecasted sales and purchases and firm commitments.
Bombardier Transportation’s foreign currency hedging programs are typically unaffected by changes in market
conditions, as related derivative financial instruments are generally held to maturity, consistent with the objective
to lock in currency rates on the hedged item. These programs are reviewed annually and amended as necessary
to reflect current market conditions or practices.
Sensitivity analysis
Foreign exchange risk arises on financial instruments that are denominated in foreign currencies. The foreign
exchange rate sensitivity is calculated by aggregation of the net foreign exchange rate exposure of Bombardier
Transportation’s financial instruments recorded in its statement of financial position. The following impact on EBT
for fiscal year 2018 is before giving effect to cash flow hedge relationships.

Gain (loss)

Effect on pre-tax income
Variation CAD/USD USD/EUR EUR/USD EUR/SEK GBP/EUR EUR/GBP SEK/GBP
Other
+10% €
(47) €
(69) €
73 €
26 €
55 €
91 €
34 €
13

The following impact on OCI for fiscal year 2018 is for derivatives designated in a cash flow hedge relationship.
For these derivatives, any change in fair value is mostly offset by the re-measurement of the underlying exposure.
Effect on OCI before income taxes
Variation CAD/USD USD/EUR EUR/USD
Gain (loss)

33.

+10% €

(39) €

(14) €

EUR/SEK

10 €

EUR/CHF EUR/GBP SEK/GBP

67 €

49 €

84 €

27 €

Other
147

FAIR VALUE OF FINANCIAL INSTRUMENTS

Fair value amounts disclosed in these consolidated financial statements represent Bombardier Transportation’s
estimate of the price at which a financial instrument could be exchanged in a market in an arm’s length
transaction between knowledgeable, willing parties who are under no compulsion to act. They are point-in-time
estimates that may change in subsequent reporting periods due to market conditions or other factors. Fair value is
determined by reference to quoted prices in the principal market for that instrument to which Bombardier
Transportation has immediate access. However, there is no active market for most of Bombardier Transportation’s
financial instruments. In the absence of an active market, Bombardier Transportation determines fair value based
on discounted cash flow models. Fair value determined using valuation models requires the use of assumptions
concerning the amount and timing of estimated future cash flows, discount rates, the creditworthiness of the
borrower. In determining these assumptions, Bombardier Transportation uses primarily external, readily
observable market inputs, including factors such as interest rates, credit ratings, currency rates, and price and
rate volatilities, as applicable. Assumptions or inputs that are not based on observable market data are used when
external data are unavailable. These calculations represent management’s best estimates. Since they are based
on estimates, the fair values may not be realized in an actual sale or immediate settlement of the instruments.
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Methods and assumptions
The methods and assumptions used to measure fair value for items recorded at FVTP&L are as follows:
Derivative financial instruments – Fair value of derivative financial instruments generally reflects the estimated
amounts that Bombardier Transportation would receive to sell favourable contracts i.e. taking into consideration
the counterparty credit risk, or pays to transfer unfavourable contracts i.e. taking into consideration Bombardier
Transportation’s credit risk, at the reporting dates. Bombardier Transportation uses discounted cash flow analysis
and market data such as interest rates, credit spreads and foreign exchange spot rate to estimate the fair value of
forward agreements.
Long-term contract receivables – Bombardier Transportation uses discounted cash flow analyses to estimate
the fair value using market data for interest rates.
The methods and assumptions used to measure fair value for items recorded at amortized cost are as follows:
Financial instruments whose carrying value approximates fair value – The fair values of cash and cash
equivalents, trade and other receivables, restricted cash, loans, deposits and other financial assets, trade and
other payables, and other financial liabilities measured at amortized cost, approximate their carrying value due to
the short-term maturities of these instruments, because they bear variable interest-rate or because the terms and
conditions are comparable to current market terms and conditions for similar items.
Long-term debt – The fair value of long-term debt is estimated using discounted cash flow analyses, based on
the current corresponding borrowing rate for similar types of borrowing arrangements.
Fair value hierarchy
The following table presents financial assets and financial liabilities measured at fair value on a recurring basis
categorized using the fair value hierarchy as follows:
• quoted prices (unadjusted) in active markets for identical assets or liabilities (Level 1);
• inputs from observable markets other than quoted prices included in Level 1, including indirectly observable
data (Level 2); and
• inputs for the asset or liability that are not based on observable market data (Level 3).
Assessing the significance of a particular input to the fair value measurement in its entirety requires judgment.
The fair value of financial assets and liabilities by level of hierarchy was as follows, as at December 31, 2018:
Total
Financial assets
Derivative financial instruments(1)
Investments in securities
Long-term contract receivable
Financial liabilities
Derivative financial instruments(1)
(1)

€

Level 1
€

€

130
5
65
200

€
€

(117)
(117)

Level 2
€

€

—
—
—
—

€
€

—
—

Level 3
€

€

130
5
65
200

€

—
—
—
—

€
€

(117)
(117)

€
€

—
—

Derivative financial instruments consist of forward foreign exchange contracts and embedded derivatives.

Fair value hierarchy for items recorded at amortized cost
The following table presents financial assets and financial liabilities measured at amortized cost categorized using
the fair value hierarchy as follows:
• quoted prices (unadjusted) in active markets for identical assets or liabilities (Level 1);
• inputs from observable markets other than quoted prices included in Level 1, including indirectly observable
data (Level 2); and
• inputs for the asset or liability that are not based on observable market data (Level 3).
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The fair value of financial assets and liabilities by level of hierarchy was as follows, as at December 31, 2018:
Total
Financial assets
Trade and other receivables
Other financial assets

€
€

Financial liabilities
Trade and other payables
Long-term debt
Other financial liabilities

34.

921
11
932

Level 1
€
€

€ (2,208)
(24)
(4)
€ (2,236)

€

€

Level 2

—
—
—

€

—
—
—
—

€ (2,208)
(24)
—
€ (2,232)

€

921
11
932

Level 3
€
€
€

€

—
—
—
—
—
(4)
(4)

INVESTMENTS IN JOINT VENTURES AND ASSOCIATES

In the normal course of business, Bombardier Transportation carries out a portion of its businesses through joint
ventures and associates. Details of material joint venture and associate, which are accounted for using the equity
method, are set out below. This arrangement is a strategic partnership, providing access to the rail market in
China:
Principal place
of business and
county of
incorporation

Name of entity

Principal
activity

Bombardier Sifang (Qingdao)
Transportation Ltd. ("BST")

Railcar
manufacturing China

Proportion of ownership interest and
voting power held by Bombardier
Transportation, as at
December 31, 2018
December 31, 2017
50%

50%
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The following tables provide summarized financial information for Bombardier Transportation’s material associate,
other non-material associates and joint ventures which represent our pro rata share of the amounts shown in the
associate’s financial statements prepared in accordance with Bombardier Inc.’s IFRS accounting policies, as at:
December 31, 2018

Cash and cash equivalents
Other current assets
Non-current assets
Current liabilities
Non-current liabilities

€
€
€
€
€

BST
235
362
134
460
—

€
€
€
€
€

Other(1) Joint ventures
36
€
63
27
€
268
43
€
19
79
€
202
7
€
11

Total
334
657
196
741
18

€
€
€
€
€

December 31, 2017

Cash and cash equivalents
Other current assets
Non-current assets
Current liabilities
Non-current liabilities

€
€
€
€
€

BST
309
291
107
430
—

€
€
€
€
€

Other(1)
11
23
17
22
8

Joint ventures
€
75
€
198
€
22
€
190
€
2

Total
395
512
146
642
10

€
€
€
€
€

January 1, 2017

Cash and cash equivalents
Other current assets
Non-current assets
Current liabilities
Non-current liabilities
(1)

€
€
€
€
€

BST
368
172
102
402
—

€
€
€
€
€

Other(1)
20
11
52
20
28

Joint ventures
€
127
€
102
€
26
€
216
€
2

Total
515
285
180
638
30

€
€
€
€
€

Other represents our pro rata share of assets and liabilities of non material associates.

Bombardier Transportation’s pro rata share of comprehensive income of BST was as follows, for fiscal years:

Revenues
Cost of sales
Gross margin
Selling, general and administrative
Income before the following:
Financing income
Income before taxes
Income taxes
Net income
Total comprehensive income

€

€

2018
BST
342
292
50
5
45
(5)
50
7
43
43

€

€

2017
BST
481
417
64
6
58
(6)
64
10
54
54

Bombardier Transportation’s aggregate pro rata share of net income of joint ventures and associates was as
follows, for fiscal years:
Joint ventures
Associates
Net income

€
€

2018
48
46
94

€
€

2017
96
60
156
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The carrying values of investments in joint ventures and associates were as follows, as at:
Joint ventures
Associates
(1)

December 31, 2018
€
139
292
€
431

December 31, 2017
€
111
294
€
405

January 1, 2017
39
269
€
308
€

(1)

Of which €3 million is presented in Other Liabilities due to the fact that dividends have been paid out in excess of
Bombardier Transportation’s investment.

Bombardier Transportation has pledged shares in associates, with a carrying value of nil as at December 31, 2018
(nil as at December 31, 2017 and €23 million as at January 1, 2017).
The aggregate carrying values of non-material joint ventures were €139 million as at December 31, 2018 (€111 million
as at December 31, 2017 and €39 million as at January 1, 2017). Bombardier Transportation’s pro rata share of net
income and total comprehensive income of non-material joint ventures was €48 million for fiscal year 2018
(€96 million for fiscal year 2017).
The aggregate carrying values of non-material associates were €18 million as at December 31, 2018 (€17 million
as at December 31, 2017 and €30 million as at January 1, 2017). Bombardier Transportation’s pro rata share of net
income and total comprehensive income of non-material associates was €1 million for fiscal year 2018 (€6 million
for fiscal year 2017).

35.

TRANSACTIONS WITH RELATED PARTIES

Bombardier Transportation’s related parties are Bombardier Inc. and affiliate companies of the Aerospace
segments and CDPQ. In addition, Bombardier Transportation buys and sells products and services on arm’s
length terms with some of its joint ventures and associates in the ordinary course of business. The following table
presents the portion of these transactions that is attributable to affiliated companies as well as to the interests of
the other venturers, and transaction with associates, for fiscal years:
2018
Aerospace segments
Revenues
Bombardier Inc.
Revenues
Special items - PCG agreement(1)
SG&A
Joint ventures
Revenues
Purchase of products and services, and other expenses
Associates
Revenues
Purchase of products and services, and other expenses
(1)

2017

€

4

€

4

€

1
—
67

€

1
55
96

€

33
20

€

37
18

€

16
4

€

14
—

See note 7 - Special items for more details.
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The following table presents the Bombardier Transportation’s outstanding balances, as at:
December 31, 2018
Aerospace segments
Receivables
Payables
Bombardier Inc.
Receivables
Payables
Joint ventures
Receivables
Payables
Advances and progress billings in excess of
related costs
Associates
Receivables
Other financial assets
Payables

December 31, 2017

January 1, 2017

€

2
10

€

2
1

€

4
1

€

7
30

€

5
14

€

8
6

€

14
3

€

17
9

€

21
2

10
€

3
20
2

6
€

10
—
2

7
€

8
—
4

Bombardier Transportation has prepaid amounts to Bombardier Inc. related to the PSUs, RSUs and DSUs plans
amounting to €47 million, €38 million and €59 million as at December 31, 2018, 2017 and January 1, 2017,
respectively.
Bombardier Inc. provides, on behalf of Bombardier Transportation:
•

A credit guarantee of lease payments amounting to €41 million as at December 31, 2018, in connection with
the sale of certain rail equipment (€43 million as at December 31, 2017 and €45 million as at
January 1, 2017). This guarantee matures in 2025 and relates to one customer.

PCG fees, which are for performance and other guarantees provided by Bombardier Inc., in the normal course of
business, to third parties in the event that Bombardier Transportation does not perform under its contractual
obligations, were invoiced to Bombardier Transportation’s legal entities up to February 11, 2016. PCG fees
represent estimates of the cost of providing the guarantees services to Bombardier Transportation.
As of February 11, 2016, Bombardier Inc. has assigned and transferred future uncollected PCG fees to
Bombardier Transportation in exchange of shares in BT Holdco for an amount of €301 million. Bombardier
Transportation has recorded a prepaid asset related to those PCG fees which will be amortized over the
guaranteed periods of the PCG fees assigned and transferred to Bombardier Transportation. Bombardier
Transportation has recorded an amortization expense in the amount of €43 million for PCG for fiscal year 2018
(€58 million for fiscal year 2017). Bombardier Transportation has recorded expense in the amount of €6 million
and €13 million for PCG fees invoiced by Bombardier Inc. for fiscal year 2018 and 2017, respectively. Parent
company guarantees issued by Bombardier Inc. amounting to €5,278 million were enforceable as at
December 31, 2018 (€6,331 million as at December 31, 2017 and €10,152 million as at January 1, 2017).
In fiscal year 2018, Bombardier Transportation paid a capital return of €270 million to BT Holdco, of which
€196 million went ultimately to Bombardier Inc. and €74 million ultimately to CDPQ. In fiscal year 2017,
Bombardier Transportation paid a capital return of €251 million to BT Holdco, of which €175 million went ultimately
to Bombardier Inc. and €75 million ultimately to CDPQ.
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Compensation paid to key management personnel
The annual remuneration and related compensation costs of the executive and non-executive board members of
Bombardier Inc. and Bombardier Transportation and key Corporate management, defined as the President and
Chief Executive Officer of Bombardier Inc., the President and Chief Operating Officer of Bombardier
Transportation, and the Senior Vice Presidents of Bombardier Inc., were as follows, for fiscal years:
Share-based benefits
Salaries, bonuses and other short-term benefits
Retirement benefits

€

€

36.

2018
13
12
—
25

€

€

2017
15
15
1
31

COMMITMENTS AND CONTINGENCIES

In addition to the commitments and contingencies described elsewhere in these Consolidated Financial
Statements, Bombardier Transportation is subject to other off balance sheet risks described in the following table.
The maximum potential exposure does not reflect payments expected to be made by Bombardier Transportation.
The table below presents the maximum potential exposure for each major group of exposure, as at:
Credit

December 31, 2018
€
41

December 31, 2017
€
43

€

January 1, 2017
45

a) Credit guarantees - In connection with the sale of certain transportation rail equipment,
Bombardier Transportation has provided a credit guarantee of lease payments amounting to €41 million as at
December 31, 2018 (€43 million as at December 31, 2017 and €45 million as at January 1, 2017). This guarantee
matures in 2025.
b) Performance guarantees - In certain projects carried out through consortia or other partnership vehicles,
partners may be jointly and severally liable to the customer for a default by the other partners. In such cases
partners would normally provide counter indemnities to each other. These obligations and guarantees typically
extend until final product acceptance by the customer and in some cases to the warranty period.
Bombardier Transportation’s maximum net exposure to projects for which the exposure of Bombardier
Transportation is capped, assuming all counter indemnities are fully honoured. For projects where Bombardier
Transportation’s exposure is not capped, such exposure has been determined in relation to Bombardier
Transportation’s partners’ share of the total contract value. Under this methodology, Bombardier Transportation’s
net exposure is not significant, assuming all counter indemnities are fully honoured. Such joint and several
obligations and guarantees have been rarely called upon in the past.
c) Other - In the normal course of its business, Bombardier Transportation has entered into agreements that
include indemnities in favour of third parties, mostly tax indemnities. These agreements generally do not contain
specified limits on Bombardier Transportation’s liability and therefore, it is not possible to estimate Bombardier
Transportation’s maximum liability under these indemnities.
Operating leases
Bombardier Transportation leases buildings and equipment. Future minimum lease payments under noncancellable operating leases are due as follows, as at:
Within 1 year
Between 1 to 5 years
More than 5 years

December 31, 2018
€
47
103
114
€
264

Rent expense was €55 million for fiscal year 2018 (€41 million for fiscal year 2017).
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Other commitments
Bombardier Transportation also has purchase obligations, under various agreements, made in the normal course
of business. The purchase obligations are as follows, as at:
Within 1 year
Between 1 to 5 years
More than 5 years

December 31, 2018
€
3,583
2,921
21
€
6,525

The purchase obligations of Bombardier Transportation include capital commitments for the purchase of PP&E
and intangible assets amounting to €174 million and €47 million, respectively, as at December 31, 2018
(€222 million and €38 million as at December 31, 2017 and €198 million and €46 million as at January 1, 2017).
Litigation
In the normal course of operations, Bombardier Transportation is a defendant in certain legal proceedings
currently pending before various courts in relation to product liability and contract disputes with customers and
other third parties. Bombardier Transportation intends to vigorously defend its position in these matters.
While Bombardier Transportation cannot predict the final outcome of all legal proceedings pending as at
December 31, 2018, based on information currently available, management believes that the resolution of these
legal proceedings will not have a material adverse effect on its financial position.
Investigation in Brazil
On March 20, 2014, Bombardier Transportation Brasil Ltda (“BT Brazil”), a subsidiary of Bombardier
Transportation, received notice that it was among the 18 companies and over 100 individuals named in
administrative proceedings initiated by governmental authorities in Brazil, including the Administrative Council for
Economic Protection (“CADE”), and the Sao Paulo Public Prosecutor’s office, following previously disclosed
investigations carried on by such governmental authorities with respect to allegations of cartel activity in the public
procurement of railway equipment and the construction and maintenance of railway lines in Sao Paulo and other
areas. Since the service of process in 2014 on BT Brazil, the competition authority has decided to detach the
proceedings against 43 individuals whom it claims to have been difficult to serve process and has also issued
additional technical notes dealing with various procedural objections raised by the defendant corporations and
individuals. BT Brazil is currently contesting before the courts both the decision to detach the proceedings against
43 individuals and decisions by CADE restricting physical access to some of the forensic evidence. Following the
filing by the Superintendent-General of CADE of a formal opinion finding BT Brazil had engaged in anticompetitive behavior in December of 2018, BT Brazil intends to contest this opinion before the competent
jurisdiction and continues to defend itself against the allegation vigorously.
BT Brazil as a result of the administrative proceedings initiated by CADE in 2014 became a party as defendant to
legal proceedings brought by the Sao Paulo State prosecution service against it and other companies for alleged
‘administrative improbity’ in relation to refurbishment contracts awarded in 2009 by the Sao Paulo metro operator
CMSP and for ‘cartel’ in relation to a five year-maintenance contract with the Sao Paulo urban transit operator
CPTM signed in 2002. In September 2015, the prosecution service of Sao Paulo announced a second public civil
action for ‘cartel’ in relation to the follow-on five year maintenance contract covering the period 2007 to 2012. In
addition, BT Brazil was served notice and joined in December 2014 a civil suit as co-defendant first commenced
by the Sao Paulo state government against Siemens AG in the fall of 2013 and with which the State government
seeks to recover loss for alleged cartel activities.
Companies found to have engaged in unlawful cartel conduct are subject to administrative fines, state actions for
repayment of overcharges and potentially disqualification for a certain period. Bombardier Transportation and BT
Brazil continue to cooperate with investigations relating to the administrative proceedings and intend to defend
themselves vigorously.
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Transnet
Bombardier Transportation has learned through relevant media reports of the appointment of a Judicial
Commission of Inquiry into Allegations of State Capture, Corruption and Fraud in the Public Sector, including
organs of state (“Inquiry”) for which the terms of reference were published by presidential proclamation on
January 25, 2018. Before and after the Inquiry, the media made allegations of irregularities with respect to multiple
procurements regarding the supply of 1,064 locomotives by South African train operator Transnet Freight Rail. On
September 7, 2018, Bombardier Transportation South Africa (Pty.) Ltd. (“BTSA”) was informed that the Special
Investigation Unit (“SIU”), a forensic investigation agency under the Department of Justice in South Africa, has
opened an investigation with respect to the relocation, in 2014, of the manufacturing site from Pretoria to Durban
and the costs claimed in regard to this relocation. BTSA has not received any other communication or request for
information from the authorities conducting the inquiries. Bombardier Transportation has launched an internal
review into the allegations which is conducted by external advisors under the supervision of counsel. The review
is still ongoing but based on information known to Bombardier Transportation at this time, there is no reason to
believe that Bombardier Transportation has been involved in any wrongdoing with respect to the procurement by
Transnet of 240 TRAXX locomotives from Bombardier Transportation in one of numerous aforementioned
procurements.
Spain
In December 2017, the Spanish Competition Authority (“CNMC”) conducted an inspection at the offices of
Bombardier European Investments, S.L.U. (“BEI”) in Madrid. According to the Inspection Order, CNMC’s
inspection follows information it learned about possible irregularities in public tenders with the Railway
Infrastructures Administrator (“ADIF”). On January 2, 2018, BEI received an information request from the CNMC
regarding the legal and operational organization of BEI. BEI is cooperating with the authorities to the extent
possible and responded to the information request. There are currently no charges nor allegations that BEI
breached any law.
On August 28, 2018, BEI was informed that the CNMC was opening formal proceedings against eight competing
companies active on the Spanish signalling equipment market and four directors, including BEI and its parent
company, Bombardier Transportation (Global Holding) UK Limited. No Bombardier directors were named. The
inclusion of the parent company is typical of European competition authorities at the early stage of the
proceedings. The CNMC now has until February 28, 2020 to investigate and adopt a final decision on the case.
Bombardier Transportation’s policy is to comply with all applicable laws, including antitrust and competition laws.
In light of the early stage of the preliminary investigation, management is unable to predict its duration or
outcome, including whether any operating division of Bombardier Transportation could be found liable for any
violation of law or the extent of any fine, if found to be liable.
Sweden
Since the fourth quarter of 2016, the Swedish police authorities are conducting an on-going investigation in
relation to allegations concerning a 2013 contract for the supply of signalling equipment to Azerbaijan Railways
ADY. Bombardier Transportation’s subsidiary has launched an internal review into the allegations which is
conducted by external advisors under the supervision of counsel. Both the investigation and the internal review
are ongoing. On August 18, 2017, charges were laid against a then employee of the subsidiary for aggravated
bribery and, alternatively, influence trafficking. The trial on these charges took place from August 29 to September
20, 2017. No charges were laid against the subsidiary of Bombardier Transportation. In a decision rendered on
October 11, 2017, the then employee was acquitted of all charges. The decision was appealed on October 25,
2017 by the Prosecution Authority. A trial on appeal is not expected to commence before January 2020. The
underlying contract that gave rise to this matter is being audited by the World Bank Group pursuant to its
contractual audit rights. The audit is still ongoing. Bombardier Transportation’s policy is to comply with all
applicable laws and it is cooperating to the extent possible with the investigation and the audit.
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Engagement Terms, Liability and Conditions of Use
We, Ernst & Young GmbH Wirtschaftsprüfungsgesellschaft, conducted our audit of this
financial reporting on behalf of the Company. Besides satisfying the legal disclosure
requirement (Sec. 325 HGB [“Handelsgesetzbuch”: German Commercial Code]) for
statutory audits, the audit opinion is addressed exclusively to the Company and was
issued for internal purposes only. It is not intended for any other purpose or to serve
as a decision-making basis for third parties. The result of voluntary audits summarized
in the audit opinion is thus not intended to serve as a decision-making basis for third
parties and must not be used for purposes other than those intended.
Our work is based on our engagement agreement for the audit of these financial
statements including the General Engagement Terms for “Wirtschaftsprüfer and
Wirtschaftsprüfungsgesellschaften” [German Public Auditors and Public Audit Firms]
as issued by the Institute of Public Auditors in Germany [“Institut der
Wirtschaftsprüfer”: IDW] on 1 January 2017.
To clarify, we point out that we assume no responsibility, liability or other obligations
towards third parties unless we have concluded a written agreement to the contrary
with the respective third party or liability cannot effectively be precluded.
We make express reference to the fact that we will not update the audit opinion to
reflect events or circumstances arising after it was issued, unless required to do so by
law.
It is the sole responsibility of anyone taking note of the summarized result of our work
contained in this audit opinion to decide whether and in what way this information is
useful or suitable for their purposes and to supplement, verify or update it by means
of their own review procedures.

[Translator's notes are in square brackets]

General Engagement Terms
for

Wirtschaftsprüfer and Wirtschaftsprüfungsgesellschaften
[German Public Auditors and Public Audit Firms]
as of January 1, 2017

1. Scope of application

6. Distribution of a German Public Auditor‘s professional statement

(1) These engagement terms apply to contracts between German Public
Auditors
(Wirtschaftsprüfer)
or
German
Public
Audit
Firms
(Wirtschaftsprüfungsgesellschaften) – hereinafter collectively referred to as
”German Public Auditors” – and their engaging parties for assurance
services, tax advisory services, advice on business matters and other
engagements except as otherwise agreed in writing or prescribed by a
mandatory rule.

(1) The distribution to a third party of professional statements of the German Public Auditor (results of work or extracts of the results of work whether in draft or in a final version) or information about the German Public
Auditor acting for the engaging party requires the German Public Auditor’s
written consent, unless the engaging party is obligated to distribute or
inform due to law or a regulatory requirement.

(2) Third parties may derive claims from contracts between German Public
Auditors and engaging parties only when this is expressly agreed or results
from mandatory rules prescribed by law. In relation to such claims, these
engagement terms also apply to these third parties.

(2) The use by the engaging party for promotional purposes of the German
Public Auditor’s professional statements and of information about the
German Public Auditor acting for the engaging party is prohibited.

7. Deficiency rectification
2. Scope and execution of the engagement
(1) Object of the engagement is the agreed service – not a particular
economic result. The engagement will be performed in accordance with the
German Principles of Proper Professional Conduct (Grundsätze ordnungsmäßiger Berufsausübung). The German Public Auditor does not
assume any management functions in connection with his services. The
German Public Auditor is not responsible for the use or implementation of
the results of his services. The German Public Auditor is entitled to make
use of competent persons to conduct the engagement.
(2) Except for assurance engagements (betriebswirtschaftliche Prüfungen),
the consideration of foreign law requires an express written agreement.
(3) If circumstances or the legal situation change subsequent to the release
of the final professional statement, the German Public Auditor is not obligated to refer the engaging party to changes or any consequences resulting therefrom.

3. The obligations of the engaging party to cooperate
(1) The engaging party shall ensure that all documents and further information necessary for the performance of the engagement are provided to
the German Public Auditor on a timely basis, and that he is informed of all
events and circumstances that may be of significance to the performance
of the engagement. This also applies to those documents and further
information, events and circumstances that first become known during the
German Public Auditor’s work. The engaging party will also designate
suitable persons to provide information.
(2) Upon the request of the German Public Auditor, the engaging party
shall confirm the completeness of the documents and further information
provided as well as the explanations and statements, in a written statement
drafted by the German Public Auditor.

4. Ensuring independence
(1) The engaging party shall refrain from anything that endangers the
independence of the German Public Auditor’s staff. This applies throughout
the term of the engagement, and in particular to offers of employment or to
assume an executive or non-executive role, and to offers to accept engagements on their own behalf.
(2) Were the performance of the engagement to impair the independence
of the German Public Auditor, of related firms, firms within his network, or
such firms associated with him, to which the independence requirements
apply in the same way as to the German Public Auditor in other engagement relationships, the German Public Auditor is entitled to terminate the
engagement for good cause.

5. Reporting and oral information
To the extent that the German Public Auditor is required to present results
in writing as part of the work in executing the engagement, only that written
work is authoritative. Drafts are non-binding. Except as otherwise agreed,
oral statements and explanations by the German Public Auditor are binding
only when they are confirmed in writing. Statements and information of the
German Public Auditor outside of the engagement are always non-binding.

(1) In case there are any deficiencies, the engaging party is entitled to
specific subsequent performance by the German Public Auditor. The
engaging party may reduce the fees or cancel the contract for failure of
such subsequent performance, for subsequent non-performance or unjustified refusal to perform subsequently, or for unconscionability or impossibility of subsequent performance. If the engagement was not commissioned
by a consumer, the engaging party may only cancel the contract due to a
deficiency if the service rendered is not relevant to him due to failure of
subsequent performance, to subsequent non-performance, to unconscionability or impossibility of subsequent performance. No. 9 applies to the
extent that further claims for damages exist.
(2) The engaging party must assert a claim for the rectification of deficiencies in writing (Textform) [Translators Note: The German term “Textform”
means in written form, but without requiring a signature] without delay.
Claims pursuant to paragraph 1 not arising from an intentional act expire
after one year subsequent to the commencement of the time limit under the
statute of limitations.
(3) Apparent deficiencies, such as clerical errors, arithmetical errors and
deficiencies associated with technicalities contained in a German Public
Auditor’s professional statement (long-form reports, expert opinions etc.)
may be corrected – also versus third parties – by the German Public
Auditor at any time. Misstatements which may call into question the results
contained in a German Public Auditor’s professional statement entitle the
German Public Auditor to withdraw such statement – also versus third
parties. In such cases the German Public Auditor should first hear the
engaging party, if practicable.

8. Confidentiality towards third parties, and data protection
(1) Pursuant to the law (§ [Article] 323 Abs 1 [paragraph 1] HGB [German
Commercial Code: Handelsgesetzbuch], § 43 WPO [German Law regulating the Profession of Wirtschaftsprüfer: Wirtschaftsprüferordnung], § 203
StGB [German Criminal Code: Strafgesetzbuch]) the German Public
Auditor is obligated to maintain confidentiality regarding facts and circumstances confided to him or of which he becomes aware in the course of his
professional work, unless the engaging party releases him from this confidentiality obligation.
(2) When processing personal data, the German Public Auditor will observe
national and European legal provisions on data protection.

9. Liability
(1) For legally required services by German Public Auditors, in particular
audits, the respective legal limitations of liability, in particular the limitation
of liability pursuant to § 323 Abs. 2 HGB, apply.
(2) Insofar neither a statutory limitation of liability is applicable, nor an
individual contractual limitation of liability exists, the liability of the German
Public Auditor for claims for damages of any other kind, except for damages resulting from injury to life, body or health as well as for damages that
constitute a duty of replacement by a producer pursuant to § 1 ProdHaftG
[German Product Liability Act: Produkthaftungsgesetz], for an individual
case of damages caused by negligence is limited to € 4 million pursuant to
§ 54 a Abs. 1 Nr. 2 WPO.
(3) The German Public Auditor is entitled to invoke demurs and defenses
based on the contractual relationship with the engaging party also towards
third parties.
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(4) When multiple claimants assert a claim for damages arising from an
existing contractual relationship with the German Public Auditor due to the
German Public Auditor’s negligent breach of duty, the maximum amount
stipulated in paragraph 2 applies to the respective claims of all claimants
collectively.
(5) An individual case of damages within the meaning of paragraph 2 also
exists in relation to a uniform damage arising from a number of breaches of
duty. The individual case of damages encompasses all consequences from
a breach of duty regardless of whether the damages occurred in one year
or in a number of successive years. In this case, multiple acts or omissions
based on the same source of error or on a source of error of an equivalent
nature are deemed to be a single breach of duty if the matters in question
are legally or economically connected to one another. In this event the
claim against the German Public Auditor is limited to € 5 million. The
limitation to the fivefold of the minimum amount insured does not apply to
compulsory audits required by law.
(6) A claim for damages expires if a suit is not filed within six months
subsequent to the written refusal of acceptance of the indemnity and the
engaging party has been informed of this consequence. This does not
apply to claims for damages resulting from scienter, a culpable injury to life,
body or health as well as for damages that constitute a liability for replacement by a producer pursuant to § 1 ProdHaftG. The right to invoke a plea
of the statute of limitations remains unaffected.

(6) Work relating to special individual issues for income tax, corporate tax,
business tax, valuation assessments for property units, wealth tax, as well
as all issues in relation to sales tax, payroll tax, other taxes and dues
requires a separate engagement. This also applies to:
a)

work on non-recurring tax matters, e.g. in the field of estate tax, capital
transactions tax, and real estate sales tax;

b)

support and representation in proceedings before tax and administrative courts and in criminal tax matters;

c)

advisory work and work related to expert opinions in connection with
changes in legal form and other re-organizations, capital increases
and reductions, insolvency related business reorganizations, admission and retirement of owners, sale of a business, liquidations and the
like, and

d)

support in complying with disclosure and documentation obligations.

(7) To the extent that the preparation of the annual sales tax return is
undertaken as additional work, this includes neither the review of any
special accounting prerequisites nor the issue as to whether all potential
sales tax allowances have been identified. No guarantee is given for the
complete compilation of documents to claim the input tax credit.

12. Electronic communication
10. Supplementary provisions for audit engagements
(1) If the engaging party subsequently amends the financial statements or
management report audited by a German Public Auditor and accompanied
by an auditor's report, he may no longer use this auditor’s report.
If the German Public Auditor has not issued an auditor's report, a reference
to the audit conducted by the German Public Auditor in the management
report or any other public reference is permitted only with the German
Public Auditor’s written consent and with a wording authorized by him.
(2) lf the German Public Auditor revokes the auditor's report, it may no
longer be used. lf the engaging party has already made use of the auditor's
report, then upon the request of the German Public Auditor he must give
notification of the revocation.
(3) The engaging party has a right to five official copies of the report.
Additional official copies will be charged separately.

11. Supplementary provisions for assistance in tax matters
(1) When advising on an individual tax issue as well as when providing
ongoing tax advice, the German Public Auditor is entitled to use as a
correct and complete basis the facts provided by the engaging party –
especially numerical disclosures; this also applies to bookkeeping engagements. Nevertheless, he is obligated to indicate to the engaging party
any errors he has identified.
(2) The tax advisory engagement does not encompass procedures required
to observe deadlines, unless the German Public Auditor has explicitly
accepted a corresponding engagement. In this case the engaging party
must provide the German Public Auditor with all documents required to
observe deadlines – in particular tax assessments – on such a timely basis
that the German Public Auditor has an appropriate lead time.

Communication between the German Public Auditor and the engaging
party may be via e-mail. In the event that the engaging party does not wish
to communicate via e-mail or sets special security requirements, such as
the encryption of e-mails, the engaging party will inform the German Public
Auditor in writing (Textform) accordingly.

13. Remuneration
(1) In addition to his claims for fees, the German Public Auditor is entitled to
claim reimbursement of his expenses; sales tax will be billed additionally.
He may claim appropriate advances on remuneration and reimbursement
of expenses and may make the delivery of his services dependent upon the
complete satisfaction of his claims. Multiple engaging parties are jointly and
severally liable.
(2) If the engaging party is not a consumer, then a set-off against the
German Public Auditor’s claims for remuneration and reimbursement of
expenses is admissible only for undisputed claims or claims determined to
be legally binding.

14. Dispute Settlement
The German Public Auditor is not prepared to participate in dispute settlement procedures before a consumer arbitration board (Verbraucherschlichtungsstelle) within the meaning of § 2 of the German Act on Consumer
Dispute Settlements (Verbraucherstreitbeilegungsgesetz).

15. Applicable law
The contract, the performance of the services and all claims resulting
therefrom are exclusively governed by German law.

(3) Except as agreed otherwise in writing, ongoing tax advice encompasses
the following work during the contract period:
a)

preparation of annual tax returns for income tax, corporate tax and
business tax, as well as wealth tax returns, namely on the basis of the
annual financial statements, and on other schedules and evidence
documents required for the taxation, to be provided by the engaging
party

b)

examination of tax assessments in relation to the taxes referred to in
(a)

c)

negotiations with tax authorities in connection with the returns and
assessments mentioned in (a) and (b)

d)

support in tax audits and evaluation of the results of tax audits with
respect to the taxes referred to in (a)

e)

participation in petition or protest and appeal procedures with respect
to the taxes mentioned in (a).

In the aforementioned tasks the German Public Auditor takes into account
material published legal decisions and administrative interpretations.
(4) If the German Public auditor receives a fixed fee for ongoing tax advice,
the work mentioned under paragraph 3 (d) and (e) is to be remunerated
separately, except as agreed otherwise in writing.
(5) Insofar the German Public Auditor is also a German Tax Advisor and
the German Tax Advice Remuneration Regulation (Steuerberatungsvergütungsverordnung) is to be applied to calculate the remuneration, a greater
or lesser remuneration than the legal default remuneration can be agreed
in writing (Textform).
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Annex 8.B. :

Bombardier Transportation (Global Holding) UK Limited’s annual financial statements
for the fiscal year ended 31 December 2019,
with the reports of Bombardier Transportation (Global Holding) UK Limited’s statutory auditor
on those financial statements
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5HYHQXHUHFRJQLWLRQ
/RQJWHUPFRQWUDFWV°5HYHQXHVIURPORQJWHUPFRQWUDFWVUHODWHGWRGHVLJQLQJHQJLQHHULQJRUPDQXIDFWXULQJ
VSHFLILFDOO\GHVLJQHGSURGXFWV LQFOXGLQJUDLOYHKLFOHVYHKLFOHVRYHUKDXODQGVLJQDOOLQJFRQWUDFWV DQGVHUYLFH
FRQWUDFWVDUHJHQHUDOO\UHFRJQL]HGRYHUWLPH7KHPHDVXUHRISURJUHVVWRZDUGFRPSOHWHVDWLVIDFWLRQRIWKH
SHUIRUPDQFHREOLJDWLRQLVJHQHUDOO\GHWHUPLQHGE\FRPSDULQJWKHDFWXDOFRVWVLQFXUUHGWRWKHWRWDOFRVWV
DQWLFLSDWHGIRUWKHHQWLUHFRQWUDFWH[FOXGLQJFRVWVWKDWDUHQRWUHSUHVHQWDWLYHRIWKHPHDVXUHRISHUIRUPDQFH7KH
FRQWUDFWWUDQVDFWLRQSULFHLVDGMXVWHGIRUFKDQJHRUGHUVFODLPVSHUIRUPDQFHLQFHQWLYHVDQGRWKHUFRQWUDFWWHUPV
WKDWSURYLGHIRUWKHDGMXVWPHQWRISULFHVWRWKHH[WHQWWKH\UHSUHVHQWHQIRUFHDEOHULJKWVIRU%RPEDUGLHU
7UDQVSRUWDWLRQ9DULDEOHFRQVLGHUDWLRQVXFKDVDVVXPSWLRQVIRUSULFHHVFDODWLRQFODXVHVSHUIRUPDQFHLQFHQWLYHV
DQGFODLPVDUHRQO\LQFOXGHGLQWKHWUDQVDFWLRQSULFHWRWKHH[WHQWWKDWLWLVKLJKO\SUREDEOHWKDWDVLJQLILFDQW
UHYHUVDOLQWKHDPRXQWRIFXPXODWLYHUHYHQXHUHFRJQL]HGZLOOQRWRFFXUZKHQWKHXQFHUWDLQW\DVVRFLDWHGZLWKWKH
YDULDEOHFRQVLGHUDWLRQLVVXEVHTXHQWO\UHVROYHG&XVWRPHURSWLRQVDUHRQO\LQFOXGHGLQWKHWUDQVDFWLRQSULFHRIWKH
FRQWUDFWZKHQWKH\EHFRPHOHJDOO\HQIRUFHDEOHDVDUHVXOWRIWKHFXVWRPHUH[HUFLVLQJLWVULJKWWRSXUFKDVHWKH
DGGLWLRQDOJRRGVRUVHUYLFHV,IDFRQWUDFWUHYLHZLQGLFDWHVWKHH[SHFWHGFRVWVWRIXOILOOWKHFRQWUDFWH[FHHGWKH
H[SHFWHGHFRQRPLFEHQHILWVH[SHFWHGWREHUHFHLYHGXQGHULWWKHHQWLUHH[SHFWHGORVVRQWKHFRQWUDFWLV
UHFRJQL]HGDVDQRQHURXVFRQWUDFWSURYLVLRQZLWKWKHFRUUHVSRQGLQJH[SHQVHUHFRUGHGLQFRVWRIVDOHV7KH
H[SHFWHGEHQHILWVWREHUHFHLYHGDUHJHQHUDOO\OLPLWHGWRWKHUHYHQXHVIURPWKHDVVRFLDWHGFRQWUDFW
2SWLRQVRUYDULDWLRQRUGHUVIRUDGGLWLRQDODVVHWVDUHWUHDWHGDVFRQWUDFWPRGLILFDWLRQVZKHQH[HUFLVHG
0RGLILFDWLRQVRI%RPEDUGLHU7UDQVSRUWDWLRQµVORQJWHUPFRQWUDFWVDUHJHQHUDOO\DFFRXQWHGDVSDUWRIWKHH[LVWLQJ
FRQWUDFWWRWKHH[WHQWWKHUHPDLQLQJJRRGVDQGVHUYLFHVDUHFRQVLGHUHGWRIRUPSDUWRIDVLQJOHSHUIRUPDQFH
REOLJDWLRQWKDWLVSDUWLDOO\VDWLVILHGDWWKHGDWHRIFRQWUDFWPRGLILFDWLRQ7KHHIIHFWWKDWWKHFRQWUDFWPRGLILFDWLRQKDV
RQWKHWUDQVDFWLRQSULFHDQGWKHH[LVWLQJSURJUHVVWRZDUGVDWLVIDFWLRQRIWKHVLQJOHSHUIRUPDQFHREOLJDWLRQLV
UHFRJQL]HGDVDQDGMXVWPHQWWRUHYHQXHDWWKHGDWHRIWKHFRQWUDFWPRGLILFDWLRQRQDFXPXODWLYHFDWFKXSEDVLV
2WKHU°5HYHQXHVIURPWKHVDOHRIVSDUHSDUWVDUHUHFRJQL]HGDWWKHSRLQWLQWLPHZKHQWKHFXVWRPHUKDV
REWDLQHGFRQWURORIWKHSURPLVHGDVVHWDQG%RPEDUGLHU7UDQVSRUWDWLRQKDVVDWLVILHGWKHSHUIRUPDQFHREOLJDWLRQ
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UHFHLYHGRUEHIRUH%RPEDUGLHU7UDQVSRUWDWLRQKDVDQXQFRQGLWLRQDOULJKWWRSD\PHQWIRUSHUIRUPDQFHFRPSOHWHG
WRGDWH&RQWUDFWDVVHWVDUHVXEVHTXHQWO\WUDQVIHUUHGWRUHFHLYDEOHVZKHQWKHULJKWRISD\PHQWEHFRPHV
XQFRQGLWLRQDO&RQWUDFWDVVHWVFRPSULVHFRVWLQFXUUHGDQGUHFRUGHGPDUJLQVLQH[FHVVRIDGYDQFHVDQGSURJUHVV
ELOOLQJVRQORQJWHUPSURGXFWLRQDQGVHUYLFHFRQWUDFWV
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$QHWSRVLWLRQRIFRQWUDFWDVVHWRUFRQWUDFWOLDELOLW\LVGHWHUPLQHGIRUHDFKFRQWUDFW7KHFDVKIORZVLQUHVSHFWRI
DGYDQFHVDQGSURJUHVVELOOLQJVLQFOXGLQJDPRXQWVUHFHLYHGIURPWKLUGSDUW\DGYDQFHSURYLGHUVDUHFODVVLILHGDV
FDVKIORZVIURPRSHUDWLQJDFWLYLWLHV

*RYHUQPHQWDVVLVWDQFH
*RYHUQPHQWDVVLVWDQFHLQFOXGLQJLQYHVWPHQWWD[FUHGLWVLVUHFRJQL]HGZKHQWKHUHLVDUHDVRQDEOHDVVXUDQFH
WKDWWKHDVVLVWDQFHZLOOEHUHFHLYHGDQGWKDW%RPEDUGLHU7UDQVSRUWDWLRQZLOOFRPSO\ZLWKDOOUHOHYDQWFRQGLWLRQV
*RYHUQPHQWDVVLVWDQFHUHODWHGWRWKHDFTXLVLWLRQRILQYHQWRULHV33 (DQGLQWDQJLEOHDVVHWVLVUHFRUGHGDVD
UHGXFWLRQRIWKHFRVWRIWKHUHODWHGDVVHW*RYHUQPHQWDVVLVWDQFHUHODWHGWRFXUUHQWH[SHQVHVLVUHFRUGHGDVD
UHGXFWLRQRIWKHUHODWHGH[SHQVHV

6SHFLDOLWHPV
6SHFLDOLWHPVFRPSULVHLWHPVZKLFKGRQRWUHIOHFW%RPEDUGLHU7UDQVSRUWDWLRQµVFRUHSHUIRUPDQFHRUZKHUHWKHLU
VHSDUDWHSUHVHQWDWLRQZLOODVVLVWXVHUVRIWKHFRQVROLGDWHGILQDQFLDOVWDWHPHQWVLQXQGHUVWDQGLQJ%RPEDUGLHU
7UDQVSRUWDWLRQµVUHVXOWVIRUWKHSHULRG6XFKLWHPVLQFOXGHDPRQJRWKHUVWKHLPSDFWRIUHVWUXFWXULQJFKDUJHVDQG
VLJQLILFDQWLPSDLUPHQWFKDUJHVDQGUHYHUVDOV

,QFRPHWD[HV
%RPEDUGLHU7UDQVSRUWDWLRQDSSOLHVWKHOLDELOLW\PHWKRGRIDFFRXQWLQJIRULQFRPHWD[HV'HIHUUHGLQFRPHWD[
DVVHWVDQGOLDELOLWLHVDUHUHFRJQL]HGIRUWKHIXWXUHLQFRPHWD[FRQVHTXHQFHVRIWHPSRUDU\GLIIHUHQFHVEHWZHHQWKH
FDUU\LQJDPRXQWVRIDVVHWVDQGOLDELOLWLHVDQGWKHLUUHVSHFWLYHWD[EDVHVDQGIRUWD[ORVVHVFDUULHGIRUZDUG
'HIHUUHGLQFRPHWD[DVVHWVDQGOLDELOLWLHVDUHPHDVXUHGXVLQJWKHVXEVWDQWLYHO\HQDFWHGWD[UDWHVWKDWZLOOEHLQ
HIIHFWIRUWKH\HDULQZKLFKWKHGLIIHUHQFHVDUHH[SHFWHGWRUHYHUVH
'HIHUUHGLQFRPHWD[DVVHWVDUHUHFRJQL]HGWRWKHH[WHQWWKDWLWLVSUREDEOHWKDWIXWXUHWD[DEOHLQFRPHZLOOEH
DYDLODEOHDJDLQVWZKLFKWKHGHGXFWLEOHWHPSRUDU\GLIIHUHQFHVDQGXQXVHGWD[ORVVHVFDQEHXWLOL]HG
'HIHUUHGLQFRPHWD[DVVHWVDQGOLDELOLWLHVDUHUHFRJQL]HGGLUHFWO\LQLQFRPH2&,RUHTXLW\EDVHGRQWKH
FODVVLILFDWLRQRIWKHLWHPWRZKLFKWKH\UHODWH

)LQDQFLDOLQVWUXPHQWV
$ILQDQFLDOLQVWUXPHQWLVDQ\FRQWUDFWWKDWJLYHVULVHWRDILQDQFLDODVVHWRIRQHSDUW\DQGDILQDQFLDOOLDELOLW\RU
HTXLW\LQVWUXPHQWRIDQRWKHUSDUW\)LQDQFLDODVVHWVRI%RPEDUGLHU7UDQVSRUWDWLRQLQFOXGHFDVKDQGFDVK
HTXLYDOHQWVWUDGHDQGRWKHUUHFHLYDEOHVORQJWHUPFRQWUDFWUHFHLYDEOHVLQYHVWPHQWVLQVHFXULWLHVGHSRVLWV
ORDQVUHVWULFWHGFDVKDQGGHULYDWLYHILQDQFLDOLQVWUXPHQWVZLWKDSRVLWLYHIDLUYDOXH)LQDQFLDOOLDELOLWLHVRI
%RPEDUGLHU7UDQVSRUWDWLRQLQFOXGHWUDGHDQGRWKHUSD\DEOHVVKRUWWHUPERUURZLQJVORQJWHUPGHEWDQG
GHULYDWLYHILQDQFLDOLQVWUXPHQWVZLWKDQHJDWLYHIDLUYDOXH
)LQDQFLDOLQVWUXPHQWVDUHUHFRJQL]HGLQWKHFRQVROLGDWHGVWDWHPHQWRIILQDQFLDOSRVLWLRQZKHQ%RPEDUGLHU
7UDQVSRUWDWLRQEHFRPHVDSDUW\WRWKHFRQWUDFWXDOREOLJDWLRQVRIWKHLQVWUXPHQW2QLQLWLDOUHFRJQLWLRQILQDQFLDO
LQVWUXPHQWVDUHUHFRJQL]HGDWWKHLUIDLUYDOXHSOXVLQWKHFDVHRIILQDQFLDOLQVWUXPHQWVQRWDW)973 /WUDQVDFWLRQ
FRVWVWKDWDUHGLUHFWO\DWWULEXWDEOHWRWKHDFTXLVLWLRQRULVVXHRIILQDQFLDOLQVWUXPHQWV6XEVHTXHQWWRLQLWLDO
UHFRJQLWLRQILQDQFLDOLQVWUXPHQWVDUHPHDVXUHGDFFRUGLQJWRWKHFDWHJRU\WRZKLFKWKH\DUHFODVVLILHGZKLFKDUH
D ILQDQFLDOLQVWUXPHQWVFODVVLILHGDV)973 /E ILQDQFLDOLQVWUXPHQWVGHVLJQDWHGDV)973 /F )92&,ILQDQFLDO
DVVHWVRUG DPRUWLVHGFRVW)LQDQFLDOLQVWUXPHQWVDUHVXEVHTXHQWO\PHDVXUHGDWDPRUWL]HGFRVWXQOHVVWKH\DUH
FODVVLILHGDV)92&,RU)973 /RUGHVLJQDWHGDV)973 /LQZKLFKFDVHWKH\DUHVXEVHTXHQWO\PHDVXUHGDWIDLU
YDOXH%RPEDUGLHU7UDQVSRUWDWLRQGRHVQRWGHVLJQDWHDQ\ILQDQFLDOLQVWUXPHQWVDW)973 /
$ILQDQFLDODVVHWLVGHUHFRJQL]HGZKHQWKHULJKWVWRUHFHLYHFDVKIORZVIURPWKHDVVHWKDYHH[SLUHGRU
%RPEDUGLHU7UDQVSRUWDWLRQKDVWUDQVIHUUHGLWVULJKWVWRUHFHLYHFDVKIORZVIURPWKHDVVHWDQGHLWKHU D 
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%RPEDUGLHU7UDQVSRUWDWLRQKDVWUDQVIHUUHGVXEVWDQWLDOO\DOOWKHULVNVDQGUHZDUGVRIWKHDVVHWRU E %RPEDUGLHU
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VXEVWDQWLDOO\DOOWKHULVNVDQGUHZDUGVRIRZQHUVKLS%RPEDUGLHU7UDQVSRUWDWLRQSHUIRUPVDTXDQWLWDWLYHDQDO\VLVWR
FRPSDUHLWVH[SRVXUHWRWKHYDULDELOLW\LQDVVHWFDVKIORZVEHIRUHDQGDIWHUWKHWUDQVIHU-XGJPHQWLVDSSOLHGLQ
GHWHUPLQLQJDQXPEHURIUHDVRQDEO\SRVVLEOHVFHQDULRVWKDWUHIOHFWWKHH[SHFWHGYDULDELOLW\LQWKHDPRXQWDQG
WLPLQJRIQHWFDVKIORZVDQGWKHQLQDVVLJQLQJHDFKVFHQDULRDSUREDELOLW\ZLWKJUHDWHUZHLJKWLQJEHLQJJLYHQWR
WKRVHRXWFRPHVZKLFKDUHFRQVLGHUHGPRUHOLNHO\WRRFFXU
:KHQWKHWUDQVIHURIDFXVWRPHUUHFHLYDEOHUHVXOWVLQWKHGHUHFRJQLWLRQRIWKHDVVHWWKHFRUUHVSRQGLQJFDVK
SURFHHGVDUHFODVVLILHGDVFDVKIORZVIURPRSHUDWLQJDFWLYLWLHV
$ILQDQFLDOOLDELOLW\LVGHUHFRJQL]HGZKHQWKHREOLJDWLRQXQGHUWKHOLDELOLW\LVGLVFKDUJHGRUFDQFHOOHGRUH[SLUHV
:KHQDQH[LVWLQJOLDELOLW\LVUHSODFHGE\DQRWKHUIURPWKHVDPHFUHGLWRURQVXEVWDQWLDOO\GLIIHUHQWWHUPVRUWKH
WHUPVRIWKHOLDELOLW\DUHVXEVWDQWLDOO\PRGLILHGVXFKDQH[FKDQJHRUPRGLILFDWLRQLVWUHDWHGDVWKHGHUHFRJQLWLRQRI
WKHRULJLQDOOLDELOLW\DQGWKHUHFRJQLWLRQRIDQHZOLDELOLW\7KHGLIIHUHQFHLQWKHUHVSHFWLYHFDUU\LQJDPRXQWVLV
UHFRJQL]HGLQWKHVWDWHPHQWRILQFRPH
D  )LQDQFLDOLQVWUXPHQWVFODVVLILHGDWDPRUWL]HGFRVW
&DVKDQGFDVKHTXLYDOHQWV°&DVKDQGFDVKHTXLYDOHQWVFRQVLVWRIFDVKDQGKLJKO\OLTXLGLQYHVWPHQWV
KHOGZLWKLQYHVWPHQWJUDGHILQDQFLDOLQVWLWXWLRQVZLWKPDWXULWLHVRIWKUHHPRQWKVRUOHVVIURPWKHGDWHRI
DFTXLVLWLRQ
2WKHU)LQDQFLDOLQVWUXPHQWV7UDGHDQGRWKHUUHFHLYDEOHVUHVWULFWHGFDVKFHUWDLQORQJWHUPFRQWUDFW
UHFHLYDEOHVDQGRWKHUILQDQFLDODVVHWVDUHDOOILQDQFLDODVVHWVPHDVXUHGDWDPRUWL]HGFRVWXVLQJWKH
HIIHFWLYHLQWHUHVWUDWHPHWKRGOHVVDQ\LPSDLUPHQWORVVHV7UDGHDQGRWKHUSD\DEOHVVKRUWWHUP
ERUURZLQJVORQJWHUPGHEWDQGFHUWDLQRWKHUILQDQFLDOOLDELOLWLHVDUHPHDVXUHGDWDPRUWL]HGFRVWXVLQJWKH
HIIHFWLYHLQWHUHVWUDWHPHWKRG
7UDGHUHFHLYDEOHVDVZHOODVRWKHUILQDQFLDODVVHWVDUHVXEMHFWWRLPSDLUPHQWUHYLHZ7UDGHUHFHLYDEOHV
DQGFRQWUDFWDVVHWVDUHUHYLHZHGIRULPSDLUPHQWEDVHGRQWKHVLPSOLILHGDSSURDFKZKLFKPHDVXUHVWKH
ORVVDOORZDQFHDWDQDPRXQWHTXDOWRWKHOLIHWLPHH[SHFWHGFUHGLWORVVHV2WKHUILQDQFLDODVVHWVIRUZKLFK
WKHFUHGLWULVNKDVQRWLQFUHDVHGVLJQLILFDQWO\VLQFHLQLWLDOUHFRJQLWLRQWKHORVVDOORZDQFHLVPHDVXUHGDW
DQDPRXQWHTXDOWRPRQWKH[SHFWHGFUHGLWORVVHV)RURWKHUILQDQFLDODVVHWVIRUZKLFKWKHFUHGLWULVN
KDVLQFUHDVHGVLJQLILFDQWO\VLQFHLQLWLDOUHFRJQLWLRQWKHORVVDOORZDQFHLVPHDVXUHGDWDQDPRXQWHTXDOWR
WKHOLIHWLPHH[SHFWHGFUHGLWORVVHV

E )LQDQFLDOLQVWUXPHQWVFODVVLILHGDV)973 /
&HUWDLQORQJWHUPFRQWUDFWUHFHLYDEOHVDUHUHTXLUHGWREHFODVVLILHGDV)973 /6XEVHTXHQWFKDQJHVLQ
IDLUYDOXHRIVXFKILQDQFLDOLQVWUXPHQWVDUHUHFRUGHGLQRWKHUH[SHQVH LQFRPH H[FHSWIRUWKHIDLUYDOXH
FKDQJHVDULVLQJIURPDFKDQJHLQLQWHUHVWUDWHVRUZKHQWKHLQVWUXPHQWLVKHOGIRULQYHVWLQJSXUSRVHV
ZKLFKDUHUHFRUGHGLQILQDQFLQJH[SHQVHRUILQDQFLQJLQFRPH
'HULYDWLYHILQDQFLDOLQVWUXPHQWV°'HULYDWLYHILQDQFLDOLQVWUXPHQWVDUHPDLQO\XVHGWRPDQDJH
%RPEDUGLHU7UDQVSRUWDWLRQµVH[SRVXUHWRIRUHLJQH[FKDQJHPDUNHWULVNVJHQHUDOO\WKURXJKIRUZDUG
IRUHLJQH[FKDQJHFRQWUDFWV'HULYDWLYHILQDQFLDOLQVWUXPHQWVLQFOXGHGHULYDWLYHVWKDWDUHHPEHGGHGLQ
ILQDQFLDORUQRQILQDQFLDOFRQWUDFWVWKDWDUHQRWFORVHO\UHODWHGWRWKHKRVWFRQWUDFWV
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ILQDQFLDOLQVWUXPHQWVQRWGHVLJQDWHGLQDKHGJLQJUHODWLRQVKLSH[FOXGLQJHPEHGGHGGHULYDWLYHVDUH
UHFRJQL]HGLQFRVWRIVDOHVRUILQDQFLQJH[SHQVHRUILQDQFLQJLQFRPHEDVHGRQWKHQDWXUHRIWKH
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HPEHGGHGGHULYDWLYHVDUHUHFRUGHGLQFRVWRIVDOHVRUILQDQFLQJH[SHQVHRUILQDQFLQJLQFRPHEDVHGRQ
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F )92&,ILQDQFLDODVVHWV
,QYHVWPHQWVLQVHFXULWLHVDUHFODVVLILHGDV)92&,,QYHVWPHQWVLQVHFXULWLHVH[FOXGLQJHTXLW\LQVWUXPHQWV
DUHDFFRXQWHGIRUDWIDLUYDOXHZLWKXQUHDOL]HGJDLQVDQGORVVHVLQFOXGHGLQ2&,H[FHSWIRULPSDLUPHQW
JDLQVRUORVVHVDQGIRUHLJQH[FKDQJHJDLQVDQGORVVHVRQPRQHWDU\LQYHVWPHQWVVXFKDVIL[HGLQFRPH
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+HGJHDFFRXQWLQJ
'HVLJQDWLRQDVDKHGJHLVRQO\DOORZHGLIERWKDWWKHLQFHSWLRQRIWKHKHGJHDQGWKURXJKRXWWKHKHGJHSHULRGWKH
FKDQJHVLQWKHIDLUYDOXHRIWKHGHULYDWLYHDQGQRQGHULYDWLYHKHGJLQJILQDQFLDOLQVWUXPHQWVDUHH[SHFWHGWR
VXEVWDQWLDOO\RIIVHWWKHFKDQJHVLQWKHIDLUYDOXHRIWKHKHGJHGLWHPDWWULEXWDEOHWRWKHXQGHUO\LQJULVNH[SRVXUH
%RPEDUGLHU7UDQVSRUWDWLRQIRUPDOO\GRFXPHQWVDOOUHODWLRQVKLSVEHWZHHQWKHKHGJLQJLQVWUXPHQWVDQGKHGJHG
LWHPVDVZHOODVLWVULVNPDQDJHPHQWREMHFWLYHVDQGVWUDWHJ\IRUXQGHUWDNLQJYDULRXVKHGJHWUDQVDFWLRQV7KLV
SURFHVVLQFOXGHVOLQNLQJDOOGHULYDWLYHVWRIRUHFDVWHGFDVKIORZVRUWRDVSHFLILFDVVHWRUOLDELOLW\%RPEDUGLHU
7UDQVSRUWDWLRQDOVRIRUPDOO\GRFXPHQWVDQGDVVHVVHVERWKDWWKHKHGJHµVLQFHSWLRQDQGRQDQRQJRLQJEDVLV
ZKHWKHUWKHKHGJLQJLQVWUXPHQWVDUHHIIHFWLYHLQRIIVHWWLQJWKHFKDQJHVLQWKHIDLUYDOXHRUFDVKIORZVRIWKH
KHGJHGLWHPV7KHSHUPLWWHGKHGJLQJVWUDWHJ\XVHGE\%RPEDUGLHU7UDQVSRUWDWLRQLVDVIROORZV


&DVKIORZKHGJHV°%RPEDUGLHU7UDQVSRUWDWLRQJHQHUDOO\DSSOLHVFDVKIORZKHGJHDFFRXQWLQJWRIRUZDUG
IRUHLJQH[FKDQJHFRQWUDFWVHQWHUHGLQWRWRKHGJHIRUHLJQH[FKDQJHULVNVRQIRUHFDVWHGWUDQVDFWLRQVDQG
UHFRJQL]HGDVVHWVDQGOLDELOLWLHV,QDFDVKIORZKHGJHUHODWLRQVKLSWKHSRUWLRQRIJDLQVRUORVVHVRQWKH
KHGJLQJLWHPWKDWLVGHWHUPLQHGWREHDQHIIHFWLYHKHGJHLVUHFRJQL]HGLQ2&,ZKLOHWKHLQHIIHFWLYHSRUWLRQLV
UHFRUGHGLQQHWLQFRPH7KHDPRXQWVUHFRJQL]HGLQ2&,DUHUHFODVVLILHGLQQHWLQFRPHDVDUHFODVVLILFDWLRQ
DGMXVWPHQWZKHQWKHKHGJHGLWHPDIIHFWVQHWLQFRPH+RZHYHUZKHQDQDQWLFLSDWHGWUDQVDFWLRQLV
VXEVHTXHQWO\UHFRUGHGDVDQRQILQDQFLDODVVHWWKHDPRXQWVUHFRJQL]HGLQ2&,DUHUHFODVVLILHGLQWKHLQLWLDO
FDUU\LQJDPRXQWRIWKHUHODWHGDVVHW
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SHULRGWKDWLVRIWHQVKRUWHUWKDQWKHPDWXULW\RIWKHFDVKIORZH[SRVXUH8SRQPDWXULW\RIWKHKHGJHV%RPEDUGLHU
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UHFRJQL]HGGLUHFWO\LQLQFRPHLQWKHSHULRGLQZKLFKWKH\RFFXU
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%RPEDUGLHU7UDQVSRUWDWLRQGRHVQRWKDYHLQGHILQLWHOLIHLQWDQJLEOHDVVHWVRWKHUWKDQJRRGZLOO*RRGZLOOUHSUHVHQWV
WKHH[FHVVRIWKHSXUFKDVHSULFHRYHUWKHIDLUYDOXHRIWKHLGHQWLILDEOHQHWDVVHWVDFTXLUHGLQDEXVLQHVV
DFTXLVLWLRQ$IWHULQLWLDOUHFRJQLWLRQJRRGZLOOLVPHDVXUHGDWFRVWOHVVDQ\DFFXPXODWHGLPSDLUPHQWORVVHV



electronic copy

,PSDLUPHQWRI33 (DQGLQWDQJLEOHDVVHWV
%RPEDUGLHU7UDQVSRUWDWLRQDVVHVVHVDWHDFKUHSRUWLQJGDWHZKHWKHUWKHUHLVDQLQGLFDWLRQWKDWDQLWHPRI33 (RU
LQWDQJLEOHDVVHWPD\EHLPSDLUHG,IDQ\LQGLFDWLRQH[LVWV%RPEDUGLHU7UDQVSRUWDWLRQHVWLPDWHVWKHUHFRYHUDEOH
DPRXQWRIWKHLQGLYLGXDODVVHWZKHQSRVVLEOH
:KHQWKHDVVHWGRHVQRWJHQHUDWHFDVKLQIORZVWKDWDUHODUJHO\LQGHSHQGHQWRIWKRVHIURPRWKHUDVVHWVRUJURXS
RIDVVHWVWKHDVVHWLVWHVWHGDWWKH&*8OHYHO0RVWRI%RPEDUGLHU7UDQVSRUWDWLRQµVQRQILQDQFLDODVVHWVDUH
WHVWHGIRULPSDLUPHQWDWWKH&*8OHYHO7KHUHFRYHUDEOHDPRXQWRIDQDVVHWRU&*8LVWKHKLJKHURILWVIDLUYDOXH
OHVVFRVWVWRVHOODQGLWVYDOXHLQXVH
 7KHIDLUYDOXHOHVVFRVWVWRVHOOUHIOHFWVWKHDPRXQW%RPEDUGLHU7UDQVSRUWDWLRQFRXOGREWDLQIURPWKH
DVVHWµVGLVSRVDOLQDQDUPµVOHQJWKWUDQVDFWLRQEHWZHHQNQRZOHGJHDEOHZLOOLQJSDUWLHVDIWHUGHGXFWLQJWKH
FRVWVRIGLVSRVDO,IWKHUHLVQRELQGLQJVDOHVDJUHHPHQWRUDFWLYHPDUNHWIRUWKHDVVHWWKHIDLUYDOXHLV
DVVHVVHGE\XVLQJDSSURSULDWHYDOXDWLRQPRGHOVGHSHQGHQWRQWKHQDWXUHRIWKHDVVHWRU&*8VXFKDV
GLVFRXQWHGFDVKIORZPRGHOV
 7KHYDOXHLQXVHLVFDOFXODWHGXVLQJHVWLPDWHGQHWFDVKIORZVZLWKGHWDLOHGSURMHFWLRQVJHQHUDOO\RYHUD
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UHFRUGHGQHWRIDPRUWL]DWLRQKDGQRLPSDLUPHQWORVVEHHQUHFRJQL]HGIRUWKHDVVHWRU&*8LQSULRU\HDUV6XFK
UHYHUVDOLVUHFRJQL]HGWRLQFRPHLQWKHVDPHOLQHLWHPZKHUHWKHRULJLQDOLPSDLUPHQWZDVUHFRJQL]HG
,QWDQJLEOHDVVHWVQRW\HWDYDLODEOHIRUXVHDQGJRRGZLOODUHUHYLHZHGIRULPSDLUPHQWDWOHDVWDQQXDOO\RUPRUH
IUHTXHQWO\LIFLUFXPVWDQFHVVXFKDVVLJQLILFDQWGHFOLQHVLQH[SHFWHGVDOHVHDUQLQJVRUFDVKIORZVLQGLFDWHWKDWLWLV
PRUHOLNHO\WKDQQRWWKDWWKHDVVHWRU&*8PLJKWEHLPSDLUHG,PSDLUPHQWORVVHVUHODWLQJWRJRRGZLOODUHQRW
UHYHUVHGLQIXWXUHSHULRGV

,PSDLUPHQWRILQYHVWPHQWVLQMRLQWYHQWXUHVDQGDVVRFLDWHV
%RPEDUGLHU7UDQVSRUWDWLRQµVLQYHVWPHQWVLQLWVMRLQWYHQWXUHVDQGDVVRFLDWHVDUHDFFRXQWHGIRUXVLQJWKHHTXLW\
PHWKRGVXEVHTXHQWWRLQLWLDOUHFRJQLWLRQ7KHFDUU\LQJDPRXQWRIWKHLQYHVWPHQWLVDGMXVWHGWRUHFRJQL]HFKDQJHV
LQ%RPEDUGLHU7UDQVSRUWDWLRQµVVKDUHRIQHWDVVHWVRIWKHDVVRFLDWHRUMRLQWYHQWXUHVLQFHWKHDFTXLVLWLRQGDWH
*RRGZLOOUHODWLQJWRWKHDVVRFLDWHRUMRLQWYHQWXUHLVLQFOXGHGLQWKHFDUU\LQJDPRXQWRIWKHLQYHVWPHQWDQGLVQRW
WHVWHGIRULPSDLUPHQWVHSDUDWHO\
%RPEDUGLHU7UDQVSRUWDWLRQµVVKDUHRIQHWLQFRPHRIMRLQWYHQWXUHVDQGDVVRFLDWHVLVLQFOXGHGLQWKHFRQVROLGDWHG
VWDWHPHQWRILQFRPH
$IWHUDSSOLFDWLRQRIWKHHTXLW\PHWKRG%RPEDUGLHU7UDQVSRUWDWLRQGHWHUPLQHVZKHWKHULWLVQHFHVVDU\WRUHFRJQL]H
DQLPSDLUPHQWORVVRQLWVLQYHVWPHQWLQLWVDVVRFLDWHRUMRLQWYHQWXUH$WHDFKUHSRUWLQJGDWH%RPEDUGLHU
7UDQVSRUWDWLRQGHWHUPLQHVZKHWKHUWKHUHLVREMHFWLYHHYLGHQFHWKDWWKHLQYHVWPHQWLQMRLQWYHQWXUHRUDVVRFLDWHLV
LPSDLUHG,IWKHUHLVVXFKHYLGHQFH%RPEDUGLHU7UDQVSRUWDWLRQFDOFXODWHVWKHDPRXQWRILPSDLUPHQWDVWKH
GLIIHUHQFHEHWZHHQWKHUHFRYHUDEOHDPRXQWRIWKHMRLQWYHQWXUHRUDVVRFLDWHDQGLWVFDUU\LQJYDOXHDQGWKHQ
UHFRJQL]HVWKHORVVLQLQFRPH
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3URYLVLRQV
3URYLVLRQVDUHUHFRJQLVHGZKHQ%RPEDUGLHU7UDQVSRUWDWLRQKDVDSUHVHQWOHJDORUFRQVWUXFWLYHREOLJDWLRQDVD
UHVXOWRIDSDVWHYHQWLWLVSUREDEOHWKDWDQRXWIORZRIUHVRXUFHVZLOOEHUHTXLUHGWRVHWWOHWKHREOLJDWLRQDQGWKH
FRVWFDQEHUHOLDEO\HVWLPDWHG7KHVHOLDELOLWLHVDUHSUHVHQWHGDVSURYLVLRQVZKHQWKH\DUHRIXQFHUWDLQWLPLQJRU
DPRXQW3URYLVLRQVDUHPHDVXUHGDWWKHLUSUHVHQWYDOXH
3URGXFWZDUUDQWLHV°$SURYLVLRQIRUDVVXUDQFHW\SHZDUUDQWLHVLVUHFRUGHGLQFRVWRIVDOHVZKHQWKHUHYHQXHIRU
WKHUHODWHGSURGXFWLVUHFRJQL]HG7KHFRVWLVHVWLPDWHGEDVHGRQDQXPEHURIIDFWRUVLQFOXGLQJWKHKLVWRULFDO
ZDUUDQW\FODLPVDQGFRVWH[SHULHQFHWKHW\SHDQGGXUDWLRQRIZDUUDQW\FRYHUDJHWKHQDWXUHRISURGXFWVVROGDQG
LQVHUYLFHDQGFRXQWHUZDUUDQW\FRYHUDJHDYDLODEOHIURP%RPEDUGLHU7UDQVSRUWDWLRQµVVXSSOLHUV&ODLPVIRU
UHLPEXUVHPHQWIURPWKLUGSDUWLHVDUHUHFRUGHGLIWKHLUUHDOL]DWLRQLVYLUWXDOO\FHUWDLQ3URGXFWZDUUDQWLHVW\SLFDOO\
UDQJHIURPRQHWRILYH\HDUVH[FHSWIRUERJLHZDUUDQWLHVWKDWH[WHQGXSWR\HDUV
5HVWUXFWXULQJSURYLVLRQV°5HVWUXFWXULQJSURYLVLRQVDUHUHFRJQLVHGRQO\ZKHQ%RPEDUGLHU7UDQVSRUWDWLRQKDV
DQDFWXDORUDFRQVWUXFWLYHREOLJDWLRQ%RPEDUGLHU7UDQVSRUWDWLRQKDVDFRQVWUXFWLYHREOLJDWLRQZKHQDGHWDLOHG
IRUPDOSODQLGHQWLILHVWKHEXVLQHVVRUSDUWRIWKHEXVLQHVVFRQFHUQHGWKHORFDWLRQDQGQXPEHURIHPSOR\HHV
DIIHFWHGDGHWDLOHGHVWLPDWHRIWKHDVVRFLDWHGFRVWVDQGDQDSSURSULDWHWLPHOLQH)XUWKHUPRUHWKHDIIHFWHG
HPSOR\HHVRUZRUNHUFRXQFLOVPXVWKDYHEHHQQRWLILHGRIWKHSODQµVPDLQIHDWXUHV

2QHURXVFRQWUDFWV°,ILWLVPRUHOLNHO\WKDQQRWWKDWWKHXQDYRLGDEOHFRVWVRIPHHWLQJWKHREOLJDWLRQVXQGHUD
ILUPFRQWUDFWH[FHHGWKHHFRQRPLFEHQHILWVH[SHFWHGWREHUHFHLYHGXQGHULWDSURYLVLRQIRURQHURXVFRQWUDFWVLV
UHFRUGHGLQFRVWRIVDOHVH[FHSWIRUWKHLQWHUHVWFRPSRQHQWZKLFKLVUHFRUGHGLQILQDQFLQJH[SHQVH8QDYRLGDEOH
FRVWVLQFOXGHWKHFRVWVWKDWUHODWHGLUHFWO\WRWKHFRQWUDFWVXFKDVDQWLFLSDWHGFRVWRYHUUXQVH[SHFWHGFRVWV
DVVRFLDWHGZLWKODWHGHOLYHU\SHQDOWLHVDQGWHFKQRORJLFDOSUREOHPVDVZHOODVDOORFDWLRQVRIFRVWVWKDWUHODWH
GLUHFWO\WRWKHFRQWUDFW3URYLVLRQVIRURQHURXVFRQWUDFWVDUHPHDVXUHGDWWKHORZHURIWKHH[SHFWHGFRVWRI
IXOILOOLQJWKHFRQWUDFWDQGWKHH[SHFWHGFRVWRIWHUPLQDWLQJWKHFRQWUDFW
7HUPLQDWLRQEHQHILWV°7HUPLQDWLRQEHQHILWVDUHXVXDOO\SDLGZKHQHPSOR\PHQWLVWHUPLQDWHGEHIRUHWKHQRUPDO
UHWLUHPHQWGDWHRUZKHQDQHPSOR\HHDFFHSWVYROXQWDU\UHGXQGDQF\LQH[FKDQJHIRUWKHVHEHQHILWV%RPEDUGLHU
7UDQVSRUWDWLRQUHFRJQL]HVWHUPLQDWLRQEHQHILWVZKHQLWLVGHPRQVWUDEO\FRPPLWWHGWKURXJKDGHWDLOHGIRUPDOSODQ
ZLWKRXWSRVVLELOLW\RIZLWKGUDZDOWRWHUPLQDWHWKHHPSOR\PHQWRIFXUUHQWHPSOR\HHV
(QYLURQPHQWDOFRVWV°$SURYLVLRQIRUHQYLURQPHQWDOFRVWVLVUHFRUGHGZKHQHQYLURQPHQWDOFODLPVRUUHPHGLDO
HIIRUWVDUHSUREDEOHDQGWKHFRVWVFDQEHUHDVRQDEO\HVWLPDWHG/HJDODVVHWUHWLUHPHQWREOLJDWLRQVDQG
HQYLURQPHQWDOFRVWVRIDFDSLWDOQDWXUHWKDWH[WHQGWKHOLIHLQFUHDVHWKHFDSDFLW\RULPSURYHWKHVDIHW\RIDQDVVHW
RUWKDWPLWLJDWHRUSUHYHQWHQYLURQPHQWDOFRQWDPLQDWLRQWKDWKDV\HWWRRFFXUDUHLQFOXGHGLQ33 (DQGDUH
JHQHUDOO\DPRUWL]HGRYHUWKHUHPDLQLQJXVHIXOOLIHRIWKHXQGHUO\LQJDVVHW&RVWVWKDWUHODWHWRDQH[LVWLQJ
FRQGLWLRQFDXVHGE\SDVWRSHUDWLRQVDQGWKDWGRQRWFRQWULEXWHWRIXWXUHUHYHQXHJHQHUDWLRQDUHH[SHQVHGDQG
LQFOXGHGLQFRVWRIVDOHV
&UHGLWJXDUDQWHHV&UHGLWJXDUDQWHHVSURYLGHVXSSRUWWKURXJKFRQWUDFWXDOO\OLPLWHGSD\PHQWVWRWKHJXDUDQWHHG
SDUW\WRPLWLJDWHGHIDXOWUHODWHGORVVHV&UHGLWJXDUDQWHHVDUHWULJJHUHGLIFXVWRPHUVGRQRWSHUIRUPGXULQJWKH
WHUPRIWKHILQDQFLQJ
/LWLJDWLRQ°$SURYLVLRQIRUOLWLJDWLRQLVUHFRUGHGLQFDVHRIOHJDODFWLRQVJRYHUQPHQWDOLQYHVWLJDWLRQVRU
SURFHHGLQJVZKHQLWLVSUREDEOHWKDWDQRXWIORZRIUHVRXUFHVZLOOEHUHTXLUHGWRVHWWOHWKHREOLJDWLRQDQGWKHFRVW
FDQEHUHOLDEO\HVWLPDWHG
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6KDUHEDVHGSD\PHQWV
(TXLW\VHWWOHGVKDUHEDVHGSD\PHQWSODQV°(TXLW\VHWWOHGVKDUHEDVHGSD\PHQWVDUHPHDVXUHGDWIDLUYDOXH
DWWKHJUDQWGDWH)RUWKH368V'68VDQG568VWKHYDOXHRIWKHFRPSHQVDWLRQLVPHDVXUHGEDVHGRQWKH
FORVLQJSULFHRID&ODVV%6KDUH VXERUGLQDWHYRWLQJ RI%RPEDUGLHU,QFRQWKH7RURQWR6WRFN([FKDQJHDGMXVWHG
WRWDNHLQWRDFFRXQWWKHWHUPVDQGFRQGLWLRQVXSRQZKLFKWKHVKDUHVZHUHJUDQWHGLIDQ\DQGLVEDVHGRQWKH
368V'68VDQG568VWKDWDUHH[SHFWHGWRYHVW)RUVKDUHRSWLRQSODQVWKHYDOXHRIWKHFRPSHQVDWLRQLV
PHDVXUHGXVLQJD%ODFN6FKROHVRSWLRQSULFLQJPRGHO7KHHIIHFWRIDQ\FKDQJHLQWKHQXPEHURIRSWLRQV368V
'68VDQG568VWKDWDUHH[SHFWHGWRYHVWLVDFFRXQWHGIRULQWKHSHULRGLQZKLFKWKHHVWLPDWHLVUHYLVHG
&RPSHQVDWLRQH[SHQVHLVUHFRJQL]HGRQDVWUDLJKWOLQHEDVLVRYHUWKHYHVWLQJSHULRGZLWKDFRUUHVSRQGLQJ
LQFUHDVHLQHTXLW\DVDSDUWLFLSDWLRQLQ%RPEDUGLHU,QFµVVKDUHEDVHGSODQV%RPEDUGLHU7UDQVSRUWDWLRQLV
UHLPEXUVLQJ%RPEDUGLHU,QFIRUWKHHTXLYDOHQWRIWKHFRPSHQVDWLRQH[SHQVH$Q\FRQVLGHUDWLRQSDLGE\SODQ
SDUWLFLSDQWVRQWKHH[HUFLVHRIVWRFNRSWLRQVLVFUHGLWHGWRWKHHTXLW\RI%RPEDUGLHU,QF
&DVKVHWWOHGVKDUHEDVHGSD\PHQWV°&DVKVHWWOHGVKDUHEDVHGSD\PHQWVDUHPHDVXUHGDWIDLUYDOXHDWWKH
JUDQWGDWHZLWKDFRUUHVSRQGLQJOLDELOLW\8QWLOWKHOLDELOLW\LVVHWWOHGWKHIDLUYDOXHRIWKHOLDELOLW\LVUHPHDVXUHGDW
WKHHQGRIHDFKUHSRUWLQJSHULRGDQGDWWKHGDWHRIVHWWOHPHQWZLWKDQ\FKDQJHVLQIDLUYDOXHUHFRJQLVHGLQ
LQFRPH/LPLWHG368V'68VDQG568VDUHFDVKVHWWOHGVKDUHEDVHGSD\PHQWVIRUZKLFKWKHYDOXHRIWKH
FRPSHQVDWLRQLVPHDVXUHGEDVHGRQWKHFORVLQJSULFHRID&ODVV%6KDUH VXERUGLQDWHYRWLQJ RI%RPEDUGLHU,QF
RQWKH7RURQWR6WRFN([FKDQJHDGMXVWHGWRWDNHLQWRDFFRXQWWKHWHUPVDQGFRQGLWLRQVXSRQZKLFKWKHVKDUHV
ZHUHJUDQWHGLIDQ\DQGLVEDVHGRQWKH368V'68VDQG568VWKDWDUHH[SHFWHGWRYHVW
(PSOR\HHVKDUHSXUFKDVHSODQ°%RPEDUGLHU,QFµVFRQWULEXWLRQVWRWKHHPSOR\HHVKDUHSXUFKDVHSODQDUH
PHDVXUHGDWFRVWDQGDFFRXQWHGIRULQWKHVDPHPDQQHUDVWKHUHODWHGHPSOR\HHSD\UROOFRVWV&RPSHQVDWLRQ
H[SHQVHLVUHFRUGHGDWWKHWLPHRIWKHHPSOR\HHFRQWULEXWLRQ
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/HDVHV
,Q-DQXDU\WKH,$6%UHOHDVHG,)56/HDVHVWRUHSODFHWKHSUHYLRXVOHDVHV6WDQGDUG,$6/HDVHVDQG
UHODWHG,QWHUSUHWDWLRQV,)56VHWVRXWWKHSULQFLSOHVIRUWKHUHFRJQLWLRQPHDVXUHPHQWSUHVHQWDWLRQDQG
GLVFORVXUHRIOHDVHVIRUERWKSDUWLHVWRDFRQWUDFWWKHFXVWRPHU OHVVHH DQGWKHVXSSOLHU OHVVRU ,)56
HOLPLQDWHVWKHFODVVLILFDWLRQRIOHDVHVDVHLWKHURSHUDWLQJOHDVHVRUILQDQFHOHDVHVDQGLQWURGXFHVDVLQJOHOHVVHH
DFFRXQWLQJPRGHO,)56DOVRVXEVWDQWLDOO\FDUULHVIRUZDUGWKHOHVVRUDFFRXQWLQJUHTXLUHPHQWV$FFRUGLQJO\D
OHVVRUFRQWLQXHVWRFODVVLI\LWVOHDVHVDVRSHUDWLQJOHDVHVRUILQDQFHOHDVHVDQGWRDFFRXQWIRUWKRVHWZRW\SHVRI
OHDVHVGLIIHUHQWO\
,)56ZDVDGRSWHGHIIHFWLYH-DQXDU\DQG%RPEDUGLHU7UDQVSRUWDWLRQHOHFWHGWRXVHWKHPRGLILHG
UHWURVSHFWLYHDSSURDFKZKHUHE\FRPSDUDWLYHSHULRGVZHUHQRWUHVWDWHG8QGHUWKLVPHWKRGWKHVWDQGDUGLVDSSOLHG
UHWURVSHFWLYHO\ZLWKWKHFXPXODWLYHHIIHFWRILQLWLDOO\DSSO\LQJWKHVWDQGDUGUHFRJQL]HGDWWKHGDWHRILQLWLDO
DSSOLFDWLRQ
%RPEDUGLHU7UDQVSRUWDWLRQDSSOLHGWKHVWDQGDUGWRFRQWUDFWVWKDWZHUHSUHYLRXVO\LGHQWLILHGDVOHDVHVDSSO\LQJ,$6
DQG,)5,&DWWKHGDWHRILQLWLDODSSOLFDWLRQDQGGLGQRWUHDVVHVVFRQWUDFWVWKDWZHUHQRWSUHYLRXVO\LGHQWLILHGDV
FRQWDLQLQJDOHDVHDSSO\LQJ,$6DQG,)5,&,QDGGLWLRQ%RPEDUGLHU7UDQVSRUWDWLRQHOHFWHGWRDSSO\UHFRJQLWLRQ
H[HPSWLRQVDYDLODEOHLQWKHVWDQGDUGIRUOHDVHFRQWUDFWVZKHUHWKHOHDVHWHUPHQGVZLWKLQPRQWKVRIWKHGDWH
RILQLWLDODSSOLFDWLRQRUOHDVHFRPPHQFHPHQWGDWHDQGWKDWGRQRWFRQWDLQDSXUFKDVHRSWLRQDQGOHDVHFRQWUDFWV
IRUZKLFKWKHXQGHUO\LQJDVVHWLVRIORZYDOXH

2QLQLWLDODSSOLFDWLRQ%RPEDUGLHU7UDQVSRUWDWLRQDOVRDSSOLHGWKHSUDFWLFDOH[SHGLHQWVWRXVHDVLQJOHGLVFRXQW
UDWHWRDSRUWIROLRRIOHDVHVZLWKUHDVRQDEO\VLPLODUFKDUDFWHULVWLFVWRUHO\RQLWVDVVHVVPHQWRIZKHWKHUOHDVHVDUH
RQHURXVLPPHGLDWHO\EHIRUHWKHGDWHRILQLWLDODSSOLFDWLRQLQVWHDGRISHUIRUPLQJDQLPSDLUPHQWUHYLHZDQGWR
H[FOXGHLQLWLDOGLUHFWFRVWVIURPWKHPHDVXUHPHQWRIWKHULJKWRIXVHDVVHW
:KHUH%RPEDUGLHU7UDQVSRUWDWLRQLVDOHVVHH,)56UHVXOWHGLQRQEDODQFHVKHHWUHFRJQLWLRQRIPRVWRILWVOHDVHV
WKDWZHUHFRQVLGHUHGRSHUDWLQJOHDVHVXQGHU,$67KLVUHVXOWHGLQWKHJURVVXSRIWKHEDODQFHVKHHWWKURXJKWKH
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UHFRJQLWLRQRIDULJKWRIXVHDVVHWDGMXVWHGIRUOHDVHLQFHQWLYHVUHFHLYHGDQGRQHURXVFRQWUDFWSURYLVLRQV
SUHYLRXVO\UHFRJQL]HGDQGDOHDVHOLDELOLW\IRUWKHSUHVHQWYDOXHRIWKHUHPDLQLQJIXWXUHOHDVHSD\PHQWV
GLVFRXQWHGXVLQJWKHLQFUHPHQWDOERUURZLQJUDWHDWWKHGDWHRILQLWLDODSSOLFDWLRQ'HSUHFLDWLRQH[SHQVHRQWKH
ULJKWRIXVHDVVHWDQGLQWHUHVWH[SHQVHRQWKHOHDVHOLDELOLW\UHSODFHGWKHSUHYLRXVO\UHFRJQL]HGRSHUDWLQJOHDVH
H[SHQVH7KHLPSDFWRIDGRSWLQJWKLVVWDQGDUGRQWKHFDVKIORZVWDWHPHQWLVQHXWUDOKRZHYHUWKHSULQFLSDO
UHSD\PHQWRIWKHOHDVHOLDELOLWLHVZLOOEHSUHVHQWHGLQILQDQFLQJDFWLYLWLHVXQGHU,)56ZKHUHDVSUHYLRXVO\LWZDV
SUHVHQWHGLQRSHUDWLQJDFWLYLWLHV
7KLVFKDQJHLQSROLF\UHVXOWHGLQWKHUHFRJQLWLRQRIULJKWRIXVHDVVHWVLQ33 (DQGOHDVHOLDELOLWLHVLQ2WKHU
OLDELOLWLHVDPRXQWLQJWR»PLOOLRQUHVSHFWLYHO\DVRI-DQXDU\6HH1RWH33 (DQG1RWH2WKHU
OLDELOLWLHVIRUPRUHGHWDLOV,QDGGLWLRQ%RPEDUGLHU7UDQVSRUWDWLRQKDGH[LVWLQJFDSLWDOOHDVHVDPRXQWLQJWR»
PLOOLRQWKDWZHUHUHFRUGHGLQORQJWHUPGHEWDQGWKDWZHUHUHFODVVLILHGWROHDVHOLDELOLWLHVRQ-DQXDU\ZLWKWKH
FRUUHVSRQGLQJFRVWRIDVVHWVDQGDFFXPXODWHGDPRUWL]DWLRQRI»PLOOLRQDQG»PLOOLRQUHVSHFWLYHO\EHLQJ
UHFODVVLILHGWRULJKWRIXVHDVVHWV7KHZHLJKWHGDYHUDJHLQFUHPHQWDOERUURZLQJUDWHDSSOLHGWROHDVHOLDELOLWLHV
UHFRJQLVHGDWWKHGDWHRILQLWLDODSSOLFDWLRQZDV
7KHXQGLVFRXQWHGRSHUDWLQJOHDVHFRPPLWPHQWVRI%RPEDUGLHU7UDQVSRUWDWLRQDVRI'HFHPEHUDPRXQWHG
WR»PLOOLRQDVSUHVHQWHGLQWKHDXGLWHGFRQVROLGDWHGILQDQFLDOVWDWHPHQWVDQGQRWHVWKHUHWRLQFOXGHGLQ
%RPEDUGLHU7UDQVSRUWDWLRQµV)LQDQFLDO5HSRUWIRUWKHILVFDO\HDUHQGHG'HFHPEHU7KHXQGLVFRXQWHG
YDOXHRIOHDVHOLDELOLWLHVDVDW-DQXDU\ H[FOXGLQJWKH»PLOOLRQRIUHFODVVLILHGFDSLWDOOHDVHV ZDV
»PLOOLRQ GLVFRXQWHGWR»PLOOLRQDVDW-DQXDU\ 7KHGLIIHUHQFHEHWZHHQWKHSUHYLRXVO\GLVFORVHG
»PLOOLRQXQGLVFRXQWHGRSHUDWLQJOHDVHFRPPLWPHQWVDQGWKH»PLOOLRQXQGLVFRXQWHGYDOXHRIOHDVHOLDELOLWLHV
DVDW-DQXDU\LVGXHWRVKRUWWHUPOHDVHVDQGORZYDOXHOHDVHVZKLFKDUHH[FOXGHGIURPOHDVHOLDELOLW\EXW
ZHUHSDUWRIWKHRSHUDWLQJOHDVHFRPPLWPHQWV
,QFRPHWD[HV
,Q-XQHWKH,$6%UHOHDVHG,)5,&8QFHUWDLQW\RYHULQFRPHWD[WUHDWPHQWV,)5,&FODULILHVWKH
DSSOLFDWLRQRIUHFRJQLWLRQDQGPHDVXUHPHQWUHTXLUHPHQWVLQ,$6,QFRPH7D[HVZKHQWKHUHLVXQFHUWDLQW\RYHU
LQFRPHWD[WUHDWPHQWV,WVSHFLILFDOO\DGGUHVVHVZKHWKHUDQHQWLW\FRQVLGHUVHDFKWD[WUHDWPHQWLQGHSHQGHQWO\RU
FROOHFWLYHO\WKHDVVXPSWLRQVDQHQWLW\PDNHVDERXWWKHH[DPLQDWLRQRIWD[WUHDWPHQWVE\WD[DWLRQDXWKRULWLHVKRZ
DQHQWLW\GHWHUPLQHVWD[DEOHSURILW WD[ORVV WD[EDVHVXQXVHGWD[ORVVHVXQXVHGWD[FUHGLWVDQGWD[UDWHVDQG
KRZDQHQWLW\FRQVLGHUVFKDQJHVLQIDFWVDQGFLUFXPVWDQFHV,)5,&ZDVDGRSWHGHIIHFWLYH-DQXDU\DQG
UHVXOWHGLQQRVLJQLILFDQWDGMXVWPHQWV
5HWLUHPHQWDQGRWKHUORQJWHUPHPSOR\HHEHQHILWV
,Q)HEUXDU\WKH,$6%UHOHDVHGDQDPHQGPHQWWR,$6(PSOR\HH%HQHILWVHIIHFWLYHRQ-DQXDU\
7KHDPHQGPHQWUHODWHVWRDFFRXQWLQJIRUSODQDPHQGPHQWVFXUWDLOPHQWVDQGVHWWOHPHQWVRQGHILQHGEHQHILWSODQV
7KHDPHQGPHQWUHTXLUHVWKHXVHRIXSGDWHGDFWXDULDODVVXPSWLRQVWRGHWHUPLQHFXUUHQWVHUYLFHFRVWDQGQHW
LQWHUHVWIRUWKHSHULRGDIWHUDSODQDPHQGPHQWFXUWDLOPHQWRUVHWWOHPHQW7KLVDPHQGPHQWZDVDGRSWHGHIIHFWLYH
-DQXDU\ZLWKQRHDUOLHUDSSOLFDWLRQDQGUHVXOWHGLQQRDGMXVWPHQWVDVRI-DQXDU\7KLVDPHQGPHQW
ZLOODSSO\WRSODQDPHQGPHQWVFXUWDLOPHQWVRUVHWWOHPHQWVRFFXUULQJDIWHU-DQXDU\
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7KHDSSOLFDWLRQRI%RPEDUGLHU7UDQVSRUWDWLRQµVDFFRXQWLQJSROLFLHVUHTXLUHVPDQDJHPHQWWRXVHHVWLPDWHVDQG
MXGJPHQWVWKDWFDQKDYHDVLJQLILFDQWHIIHFWRQWKHUHYHQXHVH[SHQVHVFRPSUHKHQVLYHLQFRPHDVVHWVDQG
OLDELOLWLHVUHFRJQL]HGDQGGLVFORVXUHVPDGHLQWKHFRQVROLGDWHGILQDQFLDOVWDWHPHQWV(VWLPDWHVDQGMXGJPHQWVDUH
VLJQLILFDQWZKHQ
 WKHRXWFRPHLVKLJKO\XQFHUWDLQDWWKHWLPHWKHHVWLPDWHVDQGMXGJPHQWVDUHPDGHDQG
 LIGLIIHUHQWHVWLPDWHVRUMXGJPHQWVFRXOGUHDVRQDEO\KDYHEHHQXVHGWKDWZRXOGKDYHKDGDPDWHULDO
LPSDFWRQWKHFRQVROLGDWHGILQDQFLDOVWDWHPHQWV
0DQDJHPHQWµVEHVWHVWLPDWHVUHJDUGLQJWKHIXWXUHDUHEDVHGRQWKHIDFWVDQGFLUFXPVWDQFHVDYDLODEOHDWWKHWLPH
HVWLPDWHVDUHPDGH0DQDJHPHQWXVHVKLVWRULFDOH[SHULHQFHJHQHUDOHFRQRPLFFRQGLWLRQVDQGWUHQGVDVZHOODV
DVVXPSWLRQVUHJDUGLQJSUREDEOHIXWXUHRXWFRPHVDVWKHEDVLVIRUGHWHUPLQLQJHVWLPDWHV(VWLPDWHVDQGWKHLU
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XQGHUO\LQJDVVXPSWLRQVDUHUHYLHZHGSHULRGLFDOO\DQGWKHHIIHFWVRIDQ\FKDQJHVDUHUHFRJQL]HGLPPHGLDWHO\
$FWXDOUHVXOWVZLOOGLIIHUIURPWKHHVWLPDWHVXVHGDQGVXFKGLIIHUHQFHVFRXOGEHPDWHULDO
0DQDJHPHQWµVEXGJHWDQGVWUDWHJLFSODQFRYHUDILYH\HDUSHULRGDQGDUHIXQGDPHQWDOLQIRUPDWLRQXVHGDVD
EDVLVIRUPDQ\HVWLPDWHVQHFHVVDU\WRSUHSDUHILQDQFLDOLQIRUPDWLRQ0DQDJHPHQWSUHSDUHVDEXGJHWDQGD
VWUDWHJLFSODQFRYHULQJDILYH\HDUSHULRGRQDQDQQXDOEDVLVXVLQJDSURFHVVZKHUHE\DGHWDLOHGRQH\HDU
EXGJHWDQGIRXU\HDUVWUDWHJLFSODQDUHSUHSDUHG&DVKIORZVDQGSURILWDELOLW\LQFOXGHGLQWKHEXGJHWDQGVWUDWHJLF
SODQDUHEDVHGRQH[LVWLQJDQGIXWXUHFRQWUDFWVDQGRUGHUVJHQHUDOPDUNHWFRQGLWLRQVFXUUHQWFRVWVWUXFWXUHV
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%RPEDUGLHU7UDQVSRUWDWLRQLVSULPDULO\H[SRVHGWRFUHGLWULVNOLTXLGLW\ULVNDQGPDUNHWULVNDVDUHVXOWRIKROGLQJ
ILQDQFLDOLQVWUXPHQWV
&UHGLWULVN
/LTXLGLW\ULVN
0DUNHWULVN

5LVNWKDWRQHSDUW\WRDILQDQFLDOLQVWUXPHQWZLOOFDXVHDILQDQFLDOORVVIRUWKHRWKHUSDUW\E\IDLOLQJWR
GLVFKDUJHDQREOLJDWLRQ
5LVNWKDWDQHQWLW\ZLOOHQFRXQWHUGLIILFXOW\LQPHHWLQJLWVREOLJDWLRQVDVVRFLDWHGZLWKILQDQFLDOOLDELOLWLHV
5LVNWKDWWKHIDLUYDOXHRUIXWXUHFDVKIORZVRIDILQDQFLDOLQVWUXPHQWZLOOIOXFWXDWHEHFDXVHRIFKDQJHVLQ
PDUNHWSULFHVZKHWKHUWKRVHFKDQJHVDUHFDXVHGE\IDFWRUVVSHFLILFWRWKHLQGLYLGXDOILQDQFLDOLQVWUXPHQW
RULWVLVVXHURUIDFWRUVDIIHFWLQJDOOVLPLODUILQDQFLDOLQVWUXPHQWVWUDGHGLQWKHPDUNHW%RPEDUGLHU
7UDQVSRUWDWLRQLVSULPDULO\H[SRVHGWRIRUHLJQH[FKDQJHULVNDQGLQWHUHVWUDWHULVN

&UHGLWULVN
%RPEDUGLHU7UDQVSRUWDWLRQLVH[SRVHGWRFUHGLWULVNWKURXJKLWVQRUPDOWUHDVXU\DFWLYLWLHVRQLWVGHULYDWLYHILQDQFLDO
LQVWUXPHQWVDQGRWKHULQYHVWLQJDFWLYLWLHV%RPEDUGLHU7UDQVSRUWDWLRQLVDOVRH[SRVHGWRFUHGLWULVNWKURXJKLWV
WUDGHUHFHLYDEOHVDULVLQJIURPLWVQRUPDOFRPPHUFLDODFWLYLWLHV
7KHHIIHFWLYHPRQLWRULQJDQGFRQWUROOLQJRIFUHGLWULVNVLVDNH\FRPSRQHQWRI%RPEDUGLHU7UDQVSRUWDWLRQµVULVN
PDQDJHPHQWDFWLYLWLHV&UHGLWULVNVDULVLQJIURPWKHWUHDVXU\DFWLYLWLHVDUHPDQDJHGE\DFHQWUDOWUHDVXU\IXQFWLRQ
LQDFFRUGDQFHZLWK%RPEDUGLHU,QFµV)RUHLJQ([FKDQJH5LVN0DQDJHPHQW3ROLF\DQG,QYHVWPHQW3ROLF\ WKH
²3ROLF\³ 7KHREMHFWLYHRIWKHSROLF\LVWRPLQLPL]H%RPEDUGLHU7UDQVSRUWDWLRQµVH[SRVXUHWRFUHGLWULVNIURPLWV
WUHDVXU\DFWLYLWLHVE\HQVXULQJWKDW%RPEDUGLHU7UDQVSRUWDWLRQWUDQVDFWVVWULFWO\ZLWKLQYHVWPHQWJUDGHILQDQFLDO
LQVWLWXWLRQVEDVHGRQSUHHVWDEOLVKHGFRXQWHUSDUW\ULVNOLPLWVSHUILQDQFLDOLQVWLWXWLRQ
&UHGLWULVNVDULVLQJIURP%RPEDUGLHU7UDQVSRUWDWLRQµVQRUPDOFRPPHUFLDODFWLYLWLHVDULVHIURPFXVWRPHUFUHGLWULVN
&XVWRPHUFUHGLWUDWLQJVDQGFUHGLWOLPLWVDUHDQDO\]HGDQGHVWDEOLVKHGE\LQWHUQDOFUHGLWVSHFLDOLVWVEDVHGRQ
LQSXWVIURPH[WHUQDOUDWLQJDJHQFLHVUHFRJQL]HGUDWLQJPHWKRGVDQG%RPEDUGLHU7UDQVSRUWDWLRQµVRZQH[SHULHQFH
ZLWKWKHFXVWRPHUV7KHFUHGLWUDWLQJVDQGFUHGLWOLPLWVDUHG\QDPLFDOO\UHYLHZHGEDVHGRQIOXFWXDWLRQVLQWKH
FXVWRPHUµVILQDQFLDOUHVXOWVDQGSD\PHQWEHKDYLRXU
7KHVHFXVWRPHUFUHGLWUDWLQJVDQGFUHGLWOLPLWVDUHFULWLFDOLQSXWVLQGHWHUPLQLQJWKHFRQGLWLRQVXQGHUZKLFKFUHGLW
RUILQDQFLQJZLOOEHRIIHUHGWRFXVWRPHUVLQFOXGLQJREWDLQLQJFROODWHUDOWRUHGXFH%RPEDUGLHU7UDQVSRUWDWLRQµV
H[SRVXUHWRORVVHV6SHFLILFJRYHUQDQFHLVLQSODFHWRHQVXUHWKDWILQDQFLDOULVNVDULVLQJIURPODUJHWUDQVDFWLRQV
DUHDQDO\]HGDQGDSSURYHGE\WKHDSSURSULDWHPDQDJHPHQWOHYHOEHIRUHILQDQFLQJRUFUHGLWVXSSRUWLVRIIHUHGWR
WKHFXVWRPHU
&UHGLWULVNLVPRQLWRUHGRQDQRQJRLQJEDVLVXVLQJGLIIHUHQWV\VWHPVDQGPHWKRGRORJLHVGHSHQGLQJRQWKH
XQGHUO\LQJH[SRVXUH9DULRXVDFFRXQWLQJDQGUHSRUWLQJV\VWHPVDUHXVHGWRPRQLWRUWUDGHUHFHLYDEOHVDQGRWKHU
GLUHFWILQDQFLQJV
0D[LPXPH[SRVXUHWRFUHGLWULVN°7KHPD[LPXPH[SRVXUHVWRFUHGLWULVNIRUILQDQFLDOLQVWUXPHQWVLVXVXDOO\
HTXLYDOHQWWRWKHLUFDUU\LQJYDOXHDVSUHVHQWHGLQ1RWH°)LQDQFLDOLQVWUXPHQWVH[FHSWIRULQYHVWPHQWLQ
VHFXULWLHVDQGHPEHGGHGGHULYDWLYHVIRUZKLFKWKHLUPD[LPXPH[SRVXUHWRFUHGLWULVNLVQLO
&UHGLWTXDOLW\°7KHFUHGLWTXDOLW\XVLQJH[WHUQDODQGLQWHUQDOFUHGLWUDWLQJV\VWHPVRIILQDQFLDODVVHWVWKDWDUH
QHLWKHUSDVWGXHQRULPSDLUHGLVXVXDOO\LQYHVWPHQWJUDGH
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7KHPDQDJHPHQWRI%RPEDUGLHU7UDQVSRUWDWLRQµOLTXLGLW\UHTXLUHVDFRQVWDQWPRQLWRULQJRIH[SHFWHGFDVKLQIORZV
DQGRXWIORZVZKLFKLVDFKLHYHGWKURXJKDGHWDLOHGIRUHFDVWRI%RPEDUGLHU7UDQVSRUWDWLRQµVOLTXLGLW\SRVLWLRQDV
ZHOODVORQJWHUPRSHUDWLQJDQGVWUDWHJLFSODQVWRHQVXUHDGHTXDF\DQGHIILFLHQWXVHRIFDVKUHVRXUFHV
%RPEDUGLHU7UDQVSRUWDWLRQXVHVVFHQDULRDQDO\VHVWRVWUHVVWHVWFDVKIORZSURMHFWLRQV/LTXLGLW\DGHTXDF\LV
FRQWLQXDOO\PRQLWRUHGZKLFKLQYROYHVWKHDSSOLFDWLRQRIMXGJPHQWWDNLQJLQWRFRQVLGHUDWLRQKLVWRULFDOYRODWLOLW\DQG
VHDVRQDOQHHGVVWUHVVWHVWUHVXOWVWKHPDWXULW\SURILOHRILQGHEWHGQHVVDFFHVVWRFDSLWDOPDUNHWVWKHOHYHORI
FXVWRPHUDGYDQFHVDYDLODELOLW\RIOHWWHURIFUHGLWDQGVLPLODUIDFLOLWLHVZRUNLQJFDSLWDOUHTXLUHPHQWVWKHDYDLODELOLW\
RIZRUNLQJFDSLWDOILQDQFLQJLQLWLDWLYHVDQGWKHIXQGLQJRISURGXFWGHYHORSPHQWDQGRWKHUILQDQFLDOFRPPLWPHQWV


electronic copy

%DVHGRQWKLVDQDO\VLV%RPEDUGLHU7UDQVSRUWDWLRQFXUUHQWO\DQWLFLSDWHVWKDWLWV\HDUHQGFDVKDQGFDVK
HTXLYDOHQWVRIDSSUR[LPDWHO\»ELOOLRQWKH7UDQVSRUWDWLRQUHYROYLQJFUHGLWIDFLOLW\RIDSSUR[LPDWHO\»ELOOLRQ
ZLOOHQDEOHLWWRPHHWFXUUHQWO\DQWLFLSDWHGILQDQFLDOUHTXLUHPHQWVIRUDSHULRGRIPRUHWKDQPRQWKV
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IORZIURPRSHUDWLQJDFWLYLWLHVVXFKDVWKHVDOHRIUHFHLYDEOHV VHH1RWH7UDGHDQGRWKHUUHFHLYDEOHV 
DUUDQJHPHQWVIRUDGYDQFHVIURPWKLUGSDUWLHV UHIHUWR1RWH&RQWUDFWEDODQFHV WKHQHJRWLDWLRQRIH[WHQGHG
SD\PHQWWHUPVZLWKFHUWDLQVXSSOLHUV UHIHUWR1RWH7UDGHDQGRWKHUSD\DEOHV 7KHVHLQLWLDWLYHVJHQHUDOO\UHO\
RQWKHRQJRLQJSURYLVLRQRIFUHGLWE\ILQDQFLDOLQVWLWXWLRQVWRWKHSDUWLHVLQYROYHGLQWKHDUUDQJHPHQW
%RPEDUGLHU7UDQVSRUWDWLRQDOVRURXWLQHO\UHYLHZVWKHWHUPVDQGFRQGLWLRQVRILWVEDQNIDFLOLWLHVDQGVHHNVDQQXDO
H[WHQVLRQVRIWKHDYDLODELOLW\SHULRGVWKHUHXQGHU
0DWXULW\DQDO\VLV°7KHPDWXULW\DQDO\VLVRIILQDQFLDODVVHWVDQGILQDQFLDOOLDELOLWLHVH[FOXGLQJGHULYDWLYHILQDQFLDO
LQVWUXPHQWVZDVDVIROORZVDVDW'HFHPEHU
&DUU\LQJ
DPRXQW

&DVKDQGFDVKHTXLYDOHQWV
7UDGHDQGRWKHUUHFHLYDEOHV
2WKHUILQDQFLDODVVHWV 
$VVHWV
7UDGHDQGRWKHUSD\DEOHV
2WKHUILQDQFLDOOLDELOLWLHV 
/LDELOLWLHV
1HWDPRXQW


»
»
»
»
»

/HVV
WKDQ
\HDU
 »
 »










»
 »

8QGLVFRXQWHGFDVKIORZV
EHIRUHJLYLQJHIIHFWWRWKHUHODWHGKHGJLQJLQVWUXPHQWV
:LWKQR
WR
WR
WR 2YHU VSHFLILF
\HDUV
\HDUV
\HDUV
\HDUV PDWXULW\
7RWDO
± »



±


 »

± »



±
±
±
 »

± »



±
±
±
 »

± »
±


±
±
±
 »

± »
±


±
±
±
 »










7KHFDUU\LQJDPRXQWRIRWKHUILQDQFLDODVVHWVH[FOXGHVGHULYDWLYHILQDQFLDOLQVWUXPHQWVDQGWKHFDUU\LQJDPRXQWRIRWKHUILQDQFLDOOLDELOLWLHV
H[FOXGHVGHULYDWLYHILQDQFLDOLQVWUXPHQWV

2WKHUILQDQFLDODVVHWVLQFOXGHORQJWHUPFRQWUDFWUHFHLYDEOHVPDWXULQJLQ0DUFK8QGHUWKHUHVSHFWLYH
DJUHHPHQWV%RPEDUGLHU7UDQVSRUWDWLRQZLOOUHFHLYHLQFHQWLYHSD\PHQWV'XHWRIXWXUHYDULDWLRQVLQWKHUHOHYDQW
LQGH[WKHDPRXQWVVKRZQLQWKHWDEOHDERYHPD\YDU\
7KHPDWXULW\DQDO\VLVRIGHULYDWLYHILQDQFLDOLQVWUXPHQWVH[FOXGLQJHPEHGGHGGHULYDWLYHVZDVDVIROORZVDVDW
'HFHPEHU
1RPLQDO
YDOXH (85
HTXLYDOHQW

8QGLVFRXQWHGFDVKIORZV
/HVV
WKDQ
\HDU

'HULYDWLYHILQDQFLDODVVHWV
)RUZDUGIRUHLJQH[FKDQJHFRQWUDFWV
'HULYDWLYHILQDQFLDOOLDELOLWLHV
)RUZDUGIRUHLJQH[FKDQJHFRQWUDFWV
1HWDPRXQW


\HDU

WR
\HDUV

WR
\HDUV

2YHU
\HDUV



7RWDO

»

 »

 »

± »

± »

± »

± »



»

 »
»

 »
 »

 »
 »

± »
± »

± »
± »

± »
± »






$PRXQWVGHQRPLQDWHGLQIRUHLJQFXUUHQF\DUHWUDQVODWHGDWWKHSHULRGHQGH[FKDQJHUDWH

/HDVHOLDELOLWLHV
%RPEDUGLHU7UDQVSRUWDWLRQOHDVHVEXLOGLQJVHTXLSPHQWVODQGDQGRWKHU



electronic copy

0DWXULW\DQDO\VLV°7KHPDWXULW\DQDO\VLVRIOHDVHOLDELOLWLHVZDVDVIROORZVDVDW
'HFHPEHU
»



»


:LWKLQ\HDU
%HWZHHQWR\HDUV
0RUHWKDQ\HDUV

0DUNHWULVN
)RUHLJQH[FKDQJHULVN
%RPEDUGLHU7UDQVSRUWDWLRQLVH[SRVHGWRVLJQLILFDQWIRUHLJQH[FKDQJHULVNVLQWKHRUGLQDU\FRXUVHRIEXVLQHVV
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%RPEDUGLHU7UDQVSRUWDWLRQµVPDLQH[SRVXUHVWRIRUHLJQFXUUHQFLHVDUHFRYHUHGE\%RPEDUGLHU,QFµVFHQWUDO
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)DLUYDOXHDPRXQWVGLVFORVHGLQWKHVHFRQVROLGDWHGILQDQFLDOVWDWHPHQWVUHSUHVHQW%RPEDUGLHU7UDQVSRUWDWLRQµV
HVWLPDWHRIWKHSULFHDWZKLFKDILQDQFLDOLQVWUXPHQWFRXOGEHH[FKDQJHGLQDPDUNHWLQDQDUPµVOHQJWK
WUDQVDFWLRQEHWZHHQNQRZOHGJHDEOHZLOOLQJSDUWLHVZKRDUHXQGHUQRFRPSXOVLRQWRDFW7KH\DUHSRLQWLQWLPH
HVWLPDWHVWKDWPD\FKDQJHLQVXEVHTXHQWUHSRUWLQJSHULRGVGXHWRPDUNHWFRQGLWLRQVRURWKHUIDFWRUV)DLUYDOXHLV
GHWHUPLQHGE\UHIHUHQFHWRTXRWHGSULFHVLQWKHSULQFLSDOPDUNHWIRUWKDWLQVWUXPHQWWRZKLFK%RPEDUGLHU
7UDQVSRUWDWLRQKDVLPPHGLDWHDFFHVV+RZHYHUWKHUHLVQRDFWLYHPDUNHWIRUPRVWRI%RPEDUGLHU7UDQVSRUWDWLRQµV
ILQDQFLDOLQVWUXPHQWV,QWKHDEVHQFHRIDQDFWLYHPDUNHW%RPEDUGLHU7UDQVSRUWDWLRQGHWHUPLQHVIDLUYDOXHEDVHG
RQGLVFRXQWHGFDVKIORZPRGHOV)DLUYDOXHGHWHUPLQHGXVLQJYDOXDWLRQPRGHOVUHTXLUHVWKHXVHRIDVVXPSWLRQV
FRQFHUQLQJWKHDPRXQWDQGWLPLQJRIHVWLPDWHGIXWXUHFDVKIORZVGLVFRXQWUDWHVWKHFUHGLWZRUWKLQHVVRIWKH
ERUURZHU,QGHWHUPLQLQJWKHVHDVVXPSWLRQV%RPEDUGLHU7UDQVSRUWDWLRQXVHVSULPDULO\H[WHUQDOUHDGLO\
REVHUYDEOHPDUNHWLQSXWVLQFOXGLQJIDFWRUVVXFKDVLQWHUHVWUDWHVFUHGLWUDWLQJVFXUUHQF\UDWHVDQGSULFHDQG
UDWHYRODWLOLWLHVDVDSSOLFDEOH$VVXPSWLRQVRULQSXWVWKDWDUHQRWEDVHGRQREVHUYDEOHPDUNHWGDWDDUHXVHGZKHQ
H[WHUQDOGDWDDUHXQDYDLODEOH7KHVHFDOFXODWLRQVUHSUHVHQWPDQDJHPHQWµVEHVWHVWLPDWHV6LQFHWKH\DUHEDVHG
RQHVWLPDWHVWKHIDLUYDOXHVPD\QRWEHUHDOL]HGLQDQDFWXDOVDOHRULPPHGLDWHVHWWOHPHQWRIWKHLQVWUXPHQWV
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WKHVKRUWWHUPPDWXULWLHVRIWKHVHLQVWUXPHQWVEHFDXVHWKH\EHDUYDULDEOHLQWHUHVWUDWHRUEHFDXVHWKHWHUPVDQG
FRQGLWLRQVDUHFRPSDUDEOHWRFXUUHQWPDUNHWWHUPVDQGFRQGLWLRQVIRUVLPLODULWHPV
/RQJWHUPGHEW°7KHIDLUYDOXHRIORQJWHUPGHEWLVHVWLPDWHGXVLQJGLVFRXQWHGFDVKIORZDQDO\VHVEDVHGRQ
WKHFXUUHQWFRUUHVSRQGLQJERUURZLQJUDWHIRUVLPLODUW\SHVRIERUURZLQJDUUDQJHPHQWV
)DLUYDOXHKLHUDUFK\
7KHIROORZLQJWDEOHSUHVHQWVILQDQFLDODVVHWVDQGILQDQFLDOOLDELOLWLHVPHDVXUHGDWIDLUYDOXHRQDUHFXUULQJEDVLV
FDWHJRUL]HGXVLQJWKHIDLUYDOXHKLHUDUFK\DVIROORZV
 TXRWHGSULFHV XQDGMXVWHG LQDFWLYHPDUNHWVIRULGHQWLFDODVVHWVRUOLDELOLWLHV /HYHO 
 LQSXWVIURPREVHUYDEOHPDUNHWVRWKHUWKDQTXRWHGSULFHVLQFOXGHGLQ/HYHOLQFOXGLQJLQGLUHFWO\REVHUYDEOH
GDWD /HYHO DQG
 LQSXWVIRUWKHDVVHWRUOLDELOLW\WKDWDUHQRWEDVHGRQREVHUYDEOHPDUNHWGDWD /HYHO 


electronic copy

$VVHVVLQJWKHVLJQLILFDQFHRIDSDUWLFXODULQSXWWRWKHIDLUYDOXHPHDVXUHPHQWLQLWVHQWLUHW\UHTXLUHVMXGJPHQW
7KHIDLUYDOXHRIILQDQFLDODVVHWVDQGOLDELOLWLHVE\OHYHORIKLHUDUFK\ZDVDVIROORZVDVDW'HFHPEHU
7RWDO
)LQDQFLDODVVHWV
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,QWKHQRUPDOFRXUVHRIEXVLQHVV%RPEDUGLHU7UDQVSRUWDWLRQFDUULHVRXWDSRUWLRQRILWVEXVLQHVVHVWKURXJKMRLQW
YHQWXUHVDQGDVVRFLDWHV'HWDLOVRIPDWHULDOMRLQWYHQWXUHDQGDVVRFLDWHZKLFKDUHDFFRXQWHGIRUXVLQJWKHHTXLW\
PHWKRGDUHVHWRXWEHORZ7KLVDUUDQJHPHQWLVDVWUDWHJLFSDUWQHUVKLSSURYLGLQJDFFHVVWRWKHUDLOPDUNHWLQ
&KLQD
3ULQFLSDOSODFH
RIEXVLQHVVDQG
FRXQW\RI
LQFRUSRUDWLRQ

1DPHRIHQWLW\

3ULQFLSDO
DFWLYLW\

%RPEDUGLHU6LIDQJ 4LQJGDR 
7UDQVSRUWDWLRQ/WG %67

5DLOFDU
PDQXIDFWXULQJ &KLQD

3URSRUWLRQRIRZQHUVKLSLQWHUHVWDQG
YRWLQJSRZHUKHOGE\%RPEDUGLHU
7UDQVSRUWDWLRQDVDW
'HFHPEHU
'HFHPEHU
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\HDU »PLOOLRQIRUILVFDO\HDU 
7KHDJJUHJDWHFDUU\LQJYDOXHVRIQRQPDWHULDODVVRFLDWHVZHUH»PLOOLRQDVDW'HFHPEHU »PLOOLRQ
DVDW'HFHPEHUDQG»PLOOLRQDVDW-DQXDU\ %RPEDUGLHU7UDQVSRUWDWLRQµVSURUDWDVKDUHRIQHW
LQFRPHDQGWRWDOFRPSUHKHQVLYHLQFRPHRIQRQPDWHULDODVVRFLDWHVZDV»PLOOLRQIRUILVFDO\HDU »PLOOLRQ
IRUILVFDO\HDU 



75$16$&7,216:,7+5(/$7('3$57,(6
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VHOOVSURGXFWVDQGVHUYLFHVRQDUPµVOHQJWKWHUPVZLWKVRPHRILWVMRLQWYHQWXUHVDQGDVVRFLDWHVLQWKHRUGLQDU\
FRXUVHRIEXVLQHVV7KHIROORZLQJWDEOHSUHVHQWVWKHSRUWLRQRIWKHVHWUDQVDFWLRQVWKDWLVDWWULEXWDEOHWRDIILOLDWHG
FRPSDQLHVDVZHOODVWRWKHLQWHUHVWVRIWKHRWKHUYHQWXUHUVDQGWUDQVDFWLRQZLWKDVVRFLDWHVIRUILVFDO\HDUV

$YLDWLRQVHJPHQW
5HYHQXHV
2WKHULQFRPH
%RPEDUGLHU,QF
5HYHQXHV
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5HYHQXHV
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6HH1RWH2WKHUILQDQFLDOOLDELOLWLHVIRUPRUHGHWDLOV

%RPEDUGLHU7UDQVSRUWDWLRQKDVSUHSDLGDPRXQWVWR%RPEDUGLHU,QFUHODWHGWRWKH368V568VDQG'68VSODQV
DPRXQWLQJWR»PLOOLRQ»PLOOLRQDQG»PLOOLRQDVDW'HFHPEHU'HFHPEHUDQG
-DQXDU\UHVSHFWLYHO\
%RPEDUGLHU,QFSURYLGHVRQEHKDOIRI%RPEDUGLHU7UDQVSRUWDWLRQ


$FUHGLWJXDUDQWHHRIOHDVHSD\PHQWVDPRXQWLQJWR»PLOOLRQDVDW'HFHPEHULQFRQQHFWLRQZLWK
WKHVDOHRIFHUWDLQUDLOHTXLSPHQW »PLOOLRQDVDW'HFHPEHUDQG»PLOOLRQDVDW
-DQXDU\ 7KLVJXDUDQWHHPDWXUHVLQDQGUHODWHVWRRQHFXVWRPHU

3&*IHHVZKLFKDUHIRUSHUIRUPDQFHDQGRWKHUJXDUDQWHHVSURYLGHGE\%RPEDUGLHU,QFLQWKHQRUPDOFRXUVHRI
EXVLQHVVWRWKLUGSDUWLHVLQWKHHYHQWWKDW%RPEDUGLHU7UDQVSRUWDWLRQGRHVQRWSHUIRUPXQGHULWVFRQWUDFWXDO
REOLJDWLRQVZHUHLQYRLFHGWR%RPEDUGLHU7UDQVSRUWDWLRQµVOHJDOHQWLWLHVXSWR)HEUXDU\3&*IHHV
UHSUHVHQWHVWLPDWHVRIWKHFRVWRISURYLGLQJWKHJXDUDQWHHVVHUYLFHVWR%RPEDUGLHU7UDQVSRUWDWLRQ
$VRI)HEUXDU\%RPEDUGLHU,QFKDVDVVLJQHGDQGWUDQVIHUUHGIXWXUHXQFROOHFWHG3&*IHHVWR
%RPEDUGLHU7UDQVSRUWDWLRQLQH[FKDQJHRIVKDUHVLQ%7+ROGFRIRUDQDPRXQWRI»PLOOLRQ%RPEDUGLHU
7UDQVSRUWDWLRQKDVUHFRUGHGDSUHSDLGDVVHWUHODWHGWRWKRVH3&*IHHVZKLFKZLOOEHDPRUWL]HGRYHUWKH
JXDUDQWHHGSHULRGVRIWKH3&*IHHVDVVLJQHGDQGWUDQVIHUUHGWR%RPEDUGLHU7UDQVSRUWDWLRQ%RPEDUGLHU
7UDQVSRUWDWLRQKDVUHFRUGHGDQDPRUWL]DWLRQH[SHQVHLQWKHDPRXQWRI»PLOOLRQIRU3&*IRUILVFDO\HDU
»PLOOLRQIRUILVFDO\HDU %RPEDUGLHU7UDQVSRUWDWLRQKDVUHFRUGHGH[SHQVHLQWKHDPRXQWRI»PLOOLRQ
DQG»PLOOLRQIRU3&*IHHVLQYRLFHGE\%RPEDUGLHU,QFIRUILVFDO\HDUDQGUHVSHFWLYHO\3DUHQW
FRPSDQ\JXDUDQWHHVLVVXHGE\%RPEDUGLHU,QFDPRXQWLQJWR»PLOOLRQZHUHHQIRUFHDEOHDVDW
'HFHPEHU »PLOOLRQDVDW'HFHPEHUDQG»PLOOLRQDVDW-DQXDU\ 
,QILVFDO\HDU%RPEDUGLHU7UDQVSRUWDWLRQSDLGDFDSLWDOUHWXUQRIQLOWR%7+ROGFR,QILVFDO\HDU
%RPEDUGLHU7UDQVSRUWDWLRQSDLGDFDSLWDOUHWXUQRI»PLOOLRQWR%7+ROGFRRIZKLFK»PLOOLRQZHQWXOWLPDWHO\
WR%RPEDUGLHU,QFDQG»PLOOLRQXOWLPDWHO\WR&'34
%7+ROGFRPDGHDFDSLWDOLQMHFWLRQRI»PLOOLRQLQ%RPEDUGLHU7UDQVSRUWDWLRQIROORZLQJWKHFDSLWDOLQMHFWLRQRI
%RPEDUGLHU,QFDQG&'34 WKURXJKLWVDIILOLDWHV LQ%7+ROGFRRI»PLOOLRQRQ6HSWHPEHU7KHFDVK
LQIXVLRQVXSSRUWV%RPEDUGLHU7UDQVSRUWDWLRQµVSURGXFWLRQUDPSXSDQGDVVRFLDWHGZRUNLQJFDSLWDOLQYHVWPHQW
%RPEDUGLHU,QFDQG&'34SDUWLFLSDWHGDWWKHLUFXUUHQWSURUDWDVKDUHLQWKHFDSLWDOLQMHFWLRQDQGXQGHUWKHVDPH
WHUPVDVWKHLURULJLQDOLQYHVWPHQWV$VVXFKWKHHTXLW\RZQHUVKLSSHUFHQWDJHRI%RPEDUGLHU,QFDQGRI&'34LQ
%7+ROGFRUHPDLQWKHVDPH
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&KLHI([HFXWLYH2IILFHURI%RPEDUGLHU,QFWKH3UHVLGHQWDQG&KLHI2SHUDWLQJ2IILFHURI%RPEDUGLHU
7UDQVSRUWDWLRQDQGWKH6HQLRU9LFH3UHVLGHQWVRI%RPEDUGLHU,QFZHUHDVIROORZVIRUILVFDO\HDUV
6KDUHEDVHGEHQHILWV
6DODULHVERQXVHVDQGRWKHUVKRUWWHUPEHQHILWV
7HUPLQDWLRQDQGRWKHUORQJWHUPEHQHILWV
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,QDGGLWLRQWRWKHFRPPLWPHQWVDQGFRQWLQJHQFLHVGHVFULEHGHOVHZKHUHLQWKHVH&RQVROLGDWHG)LQDQFLDO
6WDWHPHQWV%RPEDUGLHU7UDQVSRUWDWLRQLVVXEMHFWWRRWKHURIIEDODQFHVKHHWULVNVGHVFULEHGLQWKHIROORZLQJWDEOH
7KHPD[LPXPSRWHQWLDOH[SRVXUHGRHVQRWUHIOHFWSD\PHQWVH[SHFWHGWREHPDGHE\%RPEDUGLHU7UDQVSRUWDWLRQ
7KHWDEOHEHORZSUHVHQWVWKHPD[LPXPSRWHQWLDOH[SRVXUHIRUHDFKPDMRUJURXSRIH[SRVXUHDVDW
&UHGLW

'HFHPEHU
»


'HFHPEHU
»


»

-DQXDU\


D &UHGLWJXDUDQWHHV,QFRQQHFWLRQZLWKWKHVDOHRIFHUWDLQWUDQVSRUWDWLRQUDLOHTXLSPHQW
%RPEDUGLHU7UDQVSRUWDWLRQKDVSURYLGHGDFUHGLWJXDUDQWHHRIOHDVHSD\PHQWVDPRXQWLQJWR»PLOOLRQDVDW
'HFHPEHU »PLOOLRQDVDW'HFHPEHUDQG»PLOOLRQDVDW-DQXDU\ 7KLVJXDUDQWHH
PDWXUHVLQ
E 3HUIRUPDQFHJXDUDQWHHV,QFHUWDLQSURMHFWVFDUULHGRXWWKURXJKFRQVRUWLDRURWKHUSDUWQHUVKLSYHKLFOHV
SDUWQHUVPD\EHMRLQWO\DQGVHYHUDOO\OLDEOHWRWKHFXVWRPHUIRUDGHIDXOWE\WKHRWKHUSDUWQHUV,QVXFKFDVHV
SDUWQHUVZRXOGQRUPDOO\SURYLGHFRXQWHULQGHPQLWLHVWRHDFKRWKHU7KHVHREOLJDWLRQVDQGJXDUDQWHHVW\SLFDOO\
H[WHQGXQWLOILQDOSURGXFWDFFHSWDQFHE\WKHFXVWRPHUDQGLQVRPHFDVHVWRWKHZDUUDQW\SHULRG
%RPEDUGLHU7UDQVSRUWDWLRQµVPD[LPXPQHWH[SRVXUHWRSURMHFWVLVFDSSHGDVVXPLQJDOOFRXQWHULQGHPQLWLHVDUH
IXOO\KRQRXUHG)RUSURMHFWVZKHUH%RPEDUGLHU7UDQVSRUWDWLRQµVH[SRVXUHLVQRWFDSSHGVXFKH[SRVXUHKDVEHHQ
GHWHUPLQHGLQUHODWLRQWR%RPEDUGLHU7UDQVSRUWDWLRQµVSDUWQHUVµVKDUHRIWKHWRWDOFRQWUDFWYDOXH8QGHUWKLV
PHWKRGRORJ\%RPEDUGLHU7UDQVSRUWDWLRQµVQHWH[SRVXUHLVQRWVLJQLILFDQWDVVXPLQJDOOFRXQWHULQGHPQLWLHVDUH
IXOO\KRQRXUHG6XFKMRLQWDQGVHYHUDOREOLJDWLRQVDQGJXDUDQWHHVKDYHEHHQUDUHO\FDOOHGXSRQLQWKHSDVW
F 2WKHU,QWKHQRUPDOFRXUVHRILWVEXVLQHVV%RPEDUGLHU7UDQVSRUWDWLRQKDVHQWHUHGLQWRDJUHHPHQWVWKDW
LQFOXGHLQGHPQLWLHVLQIDYRXURIWKLUGSDUWLHVPRVWO\WD[LQGHPQLWLHV7KHVHDJUHHPHQWVJHQHUDOO\GRQRWFRQWDLQ
VSHFLILHGOLPLWVRQ%RPEDUGLHU7UDQVSRUWDWLRQµVOLDELOLW\DQGWKHUHIRUHLWLVQRWSRVVLEOHWRHVWLPDWH%RPEDUGLHU
7UDQVSRUWDWLRQµVPD[LPXPOLDELOLW\XQGHUWKHVHLQGHPQLWLHV
2WKHUFRPPLWPHQWV
%RPEDUGLHU7UDQVSRUWDWLRQDOVRKDVSXUFKDVHREOLJDWLRQVXQGHUYDULRXVDJUHHPHQWVPDGHLQWKHQRUPDOFRXUVH
RIEXVLQHVV7KHSXUFKDVHREOLJDWLRQVDUHDVIROORZVDVDW
'HFHPEHU
»



»


:LWKLQ\HDU
%HWZHHQWR\HDUV
0RUHWKDQ\HDUV
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,QWKHQRUPDOFRXUVHRIRSHUDWLRQV%RPEDUGLHU7UDQVSRUWDWLRQLVDGHIHQGDQWLQFHUWDLQOHJDOSURFHHGLQJVEHIRUH
YDULRXVFRXUWVRURWKHUWULEXQDOVLQFOXGLQJLQUHODWLRQWRSURGXFWOLDELOLW\DQGFRQWUDFWXDOGLVSXWHVZLWKFXVWRPHUV
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'HFHPEHUEDVHGRQLQIRUPDWLRQFXUUHQWO\DYDLODEOHPDQDJHPHQWEHOLHYHVWKDWWKHUHVROXWLRQRIWKHVH
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6ZHGHQ
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5DLOZD\V$'< WKH²$'<&RQWUDFW³ ,Q2FWREHU%RPEDUGLHU7UDQVSRUWDWLRQODXQFKHGDQLQWHUQDOUHYLHZLQWR
WKHDOOHJDWLRQVZKLFKLVFRQGXFWHGE\H[WHUQDOIRUHQVLFDGYLVRUVXQGHUWKHVXSHUYLVLRQRIWKH*HQHUDO&RXQVHO
DQGH[WHUQDOFRXQVHO%RWKWKHLQYHVWLJDWLRQDQGWKHLQWHUQDOUHYLHZDUHRQJRLQJ2Q$XJXVWFKDUJHV
ZHUHODLGDJDLQVWDWKHQHPSOR\HHRIWKH6ZHGLVKVXEVLGLDU\RI%RPEDUGLHU7UDQVSRUWDWLRQIRUDJJUDYDWHGEULEHU\
DQGDOWHUQDWLYHO\LQIOXHQFHWUDIILFNLQJ7KHWULDORQWKHVHFKDUJHVWRRNSODFHIURP$XJXVWWR6HSWHPEHU
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2FWREHUWKHWKHQHPSOR\HHZDVDFTXLWWHGRIDOOFKDUJHV7KHGHFLVLRQZDVDSSHDOHGUHJDUGLQJDOO
FKDUJHVRQ2FWREHUE\WKH3URVHFXWLRQ$XWKRULW\2Q-XQHWKH3URVHFXWLRQ$XWKRULW\
FRQILUPHGWKDWWKHDFTXLWWDORQFKDUJHRILQIOXHQFHWUDIILFNLQJLVQRORQJHUEHLQJDSSHDOHGDFFRUGLQJO\WKLV
DFTXLWWDORQWKLVFKDUJHVWDQGVDVDILQDOMXGJPHQW7KHFDVHLVVWLOOSHQGLQJZLWKWKH6ZHGLVK&RXUWRI$SSHDOZLWK
DOLNHO\VFHQDULRWKDWWKH6ZHGLVK&RXUWRI$SSHDOZLOOVHWDGDWHIRUWKHDSSHDOWULDO
7KH$'<&RQWUDFWLVEHLQJDXGLWHGE\WKH:RUOG%DQN*URXSSXUVXDQWWRLWVFRQWUDFWXDODXGLWULJKWV7KHDXGLWLV
RQJRLQJ%RPEDUGLHU7UDQVSRUWDWLRQµVSROLF\LVWRFRPSO\ZLWKDOODSSOLFDEOHODZVDQGLWLVFRRSHUDWLQJWRWKH
H[WHQWSRVVLEOHZLWKWKHLQYHVWLJDWLRQDQGWKHDXGLW
2Q1RYHPEHUWKH:RUOG%DQN,QWHJULW\9LFH3UHVLGHQF\ ²,17³ LVVXHGD´VKRZFDXVHµOHWWHUWR
%RPEDUGLHURXWOLQLQJ,17µVSRVLWLRQUHJDUGLQJDOOHJHGFROOXVLRQFRUUXSWLRQIUDXGDQGREVWUXFWLRQLQWKH$'<
&RQWUDFW%RPEDUGLHU7UDQVSRUWDWLRQZDVLQYLWHGWRUHVSRQGWRWKHVHSUHOLPLQDU\ILQGLQJVDQGKDVGRQHVR$VWKH
:RUOG%DQNµVDXGLWSURFHVVLVJRYHUQHGE\VWULFWFRQILGHQWLDOLW\UHTXLUHPHQWV%RPEDUGLHU7UDQVSRUWDWLRQFDQRQO\
UHLWHUDWHWKDWLWVWURQJO\GLVDJUHHVZLWKWKHDOOHJDWLRQVDQGSUHOLPLQDU\FRQFOXVLRQVFRQWDLQHGLQWKHOHWWHU
%RPEDUGLHU7UDQVSRUWDWLRQµVLQWHUQDOUHYLHZDERXWWKHUHSRUWHGDOOHJDWLRQVLVRQJRLQJEXWEDVHGRQLQIRUPDWLRQ
NQRZQWR%RPEDUGLHU7UDQVSRUWDWLRQDWWKLVWLPHWKHUHLVQRHYLGHQFHWKDWVXJJHVWVDFRUUXSWSD\PHQWZDVPDGH
RURIIHUHGWRDSXEOLFRIILFLDORUWKDWDQ\RWKHUFULPLQDODFWLYLW\LQYROYLQJ%RPEDUGLHUWRRNSODFH
,QFRQQHFWLRQZLWKWKLVRQJRLQJUHYLHZ%RPEDUGLHU7UDQVSRUWDWLRQKDVUHTXHVWHGLQIRUPDWLRQDQGGRFXPHQWV
IURPWKH:RUOG%DQNµVDXGLWDQGFRQWLQXHVWRZDLWIRUVXFKLQIRUPDWLRQDQGGRFXPHQWV
,QYHVWLJDWLRQLQ%UD]LO
2Q0DUFK%RPEDUGLHU7UDQVSRUWDWLRQ%UDVLO/WGD ²%7%UD]LO³ DVXEVLGLDU\RI%RPEDUGLHU
7UDQVSRUWDWLRQUHFHLYHGQRWLFHWKDWLWZDVDPRQJWKHFRPSDQLHVDQGRYHULQGLYLGXDOVQDPHGLQ
DGPLQLVWUDWLYHSURFHHGLQJVLQLWLDWHGE\JRYHUQPHQWDODXWKRULWLHVLQ%UD]LOLQFOXGLQJWKH$GPLQLVWUDWLYH&RXQFLOIRU
(FRQRPLF3URWHFWLRQ ²&$'(³ DQGWKH6DR3DXOR3XEOLF3URVHFXWRUµVRIILFHIROORZLQJSUHYLRXVO\GLVFORVHG
LQYHVWLJDWLRQVFDUULHGRQE\VXFKJRYHUQPHQWDODXWKRULWLHVZLWKUHVSHFWWRDOOHJDWLRQVRIFDUWHODFWLYLW\LQWKHSXEOLF
SURFXUHPHQWRIUDLOZD\HTXLSPHQWDQGWKHFRQVWUXFWLRQDQGPDLQWHQDQFHRIUDLOZD\OLQHVLQ6DR3DXORDQGRWKHU
DUHDV6LQFHWKHVHUYLFHRISURFHVVLQRQ%7%UD]LOWKHFRPSHWLWLRQDXWKRULW\KDVGHFLGHGWRGHWDFKWKH
SURFHHGLQJVDJDLQVWLQGLYLGXDOVZKRPLWFODLPVWRKDYHEHHQGLIILFXOWWRVHUYHSURFHVVDQGKDVDOVRLVVXHG
DGGLWLRQDOWHFKQLFDOQRWHVGHDOLQJZLWKYDULRXVSURFHGXUDOREMHFWLRQVUDLVHGE\WKHGHIHQGDQWFRUSRUDWLRQVDQG
LQGLYLGXDOV%7%UD]LOXQVXFFHVVIXOO\FRQWHVWHGEHIRUHWKHFRXUWVERWKWKHGHFLVLRQWRGHWDFKWKHSURFHHGLQJV
DJDLQVWWKHVHLQGLYLGXDOVDQGGHFLVLRQVE\&$'(UHVWULFWLQJSK\VLFDODFFHVVWRVRPHRIWKHIRUHQVLFHYLGHQFH
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$VDUHVXOWRIWKHDGPLQLVWUDWLYHSURFHHGLQJVLQLWLDWHGE\&$'(LQ%7%UD]LOEHFDPHDSDUW\DVGHIHQGDQWWR
OHJDOSURFHHGLQJVEURXJKWE\WKH6DR3DXOR6WDWHSURVHFXWLRQVHUYLFHDJDLQVWLWDQGRWKHUFRPSDQLHVIRUDOOHJHG
´DGPLQLVWUDWLYHLPSURELW\µLQUHODWLRQWRUHIXUELVKPHQWFRQWUDFWVDZDUGHGLQE\WKH6DR3DXORPHWURRSHUDWRU
&063DQGIRU´FDUWHOµLQUHODWLRQWRDILYH\HDUPDLQWHQDQFHFRQWUDFWZLWKWKH6DR3DXORXUEDQWUDQVLWRSHUDWRU
&370VLJQHGLQ,Q6HSWHPEHUWKHSURVHFXWLRQVHUYLFHRI6DR3DXORDQQRXQFHGDVHFRQGSXEOLFFLYLO
DFWLRQIRU´FDUWHOµLQUHODWLRQWRWKHIROORZRQILYH\HDUPDLQWHQDQFHFRQWUDFWFRYHULQJWKHSHULRGWR,Q
DGGLWLRQ%7%UD]LOZDVVHUYHGQRWLFHDQGMRLQHGLQ'HFHPEHUDFLYLOVXLWDVFRGHIHQGDQWILUVWFRPPHQFHG
E\WKH6DR3DXORVWDWHJRYHUQPHQWDJDLQVW6LHPHQV$*LQWKHIDOORIDQGZLWKZKLFKWKH6WDWHJRYHUQPHQW
VHHNVWRUHFRYHUORVVIRUDOOHJHGFDUWHODFWLYLWLHV
&RPSDQLHVIRXQGWRKDYHHQJDJHGLQXQODZIXOFDUWHOFRQGXFWDUHVXEMHFWWRDGPLQLVWUDWLYHILQHVVWDWHDFWLRQVIRU
UHSD\PHQWRIRYHUFKDUJHVDQGSRWHQWLDOO\GLVTXDOLILFDWLRQIRUDFHUWDLQSHULRG%RPEDUGLHU7UDQVSRUWDWLRQDQG%7
%UD]LOFRQWLQXHWRFRRSHUDWHZLWKLQYHVWLJDWLRQVUHODWLQJWRWKHDGPLQLVWUDWLYHSURFHHGLQJVDQGLQWHQGWRGHIHQG
WKHPVHOYHVYLJRURXVO\
,Q'HFHPEHUWKH6XSHULQWHQGHQW*HQHUDORI&$'(ILOHGDIRUPDORSLQLRQILQGLQJ%7%UD]LOKDGHQJDJHGLQ
DQWLFRPSHWLWLYHEHKDYLRXU2Q)HEUXDU\&$'(µV$WWRUQH\*HQHUDOLVVXHGLWVRSLQLRQVXEVWDQWLDOO\
VXSSRUWLQJWKH*HQHUDO6XSHULQWHQGHQFHµVUHFRPPHQGDWLRQV2Q-XQHWKH%UD]LO6XSHULRU&RXUWRI
-XVWLFHJUDQWHGDQH[WUDRUGLQDU\UHFRXUVHEURXJKWE\&$'(WRRYHUFRPHWKHHIIHFWVRIFHUWDLQLQMXQFWLRQV
LQVWLWXWHGE\WKHGHIHQGDQWV LQFOXGLQJ%7%UD]LO DQGWKHPDWWHUZDVDGGHGWRWKHIROORZLQJSOHQDU\VHVVLRQRIWKH
&$'(%RDUGDTXDVLMXGLFLDOFRPSHWLWLRQWULEXQDO2Q-XO\WKH&$'(%RDUGLVVXHGDEHQFKUXOLQJ
VXSSRUWLQJWKH6XSHULQWHQGHQW*HQHUDORI&$'(µVIRUPDORSLQLRQILOHGLQ'HFHPEHU7KLVRSLQLRQIRXQGDOO
WKHGHIHQGDQWV LQFOXGLQJ%7%UD]LO KDGHQJDJHGLQDQWLFRPSHWLWLYHEHKDYLRXUDQGUHFRPPHQGHGWKHFRQYLFWLRQ
RIDOOWKHLQYHVWLJDWHGSDUWLHV,QWKHFDVHRI%7%UD]LOWKHFRQYLFWLRQLQFOXGHVDILQHRIPLOOLRQ%UD]LOLDQ5HDO
PLOOLRQ EXWQRGHEDUPHQW%7%UD]LOZDVQRWGHFODUHGLQHOLJLEOHWRSDUWLFLSDWHLQIXWXUHSXEOLFELGV
,QSDUDOOHOZLWKWKHSURFHHGLQJVGHVFULEHGDERYH%RPEDUGLHU7UDQVSRUWDWLRQFRQGXFWHGDQLQWHUQDOUHYLHZWR
GHWHUPLQHZKHWKHUDQ\NLQGRIDQWLFRPSHWLWLYHFRQGXFWKDGRFFXUUHG7KLVUHYLHZGLGQRWUHYHDODQ\HYLGHQFHRI
SDUWLFLSDWLRQLQDQLOOLFLWDJUHHPHQWWRDOORFDWHPDUNHWVDQGLQIOXHQFHWKHRXWFRPHRIFRPSHWLWLYHELGGLQJ
SURFHGXUHVDVDOOHJHGE\WKHFRPSHWLWLRQDXWKRULW\
%RPEDUGLHU7UDQVSRUWDWLRQVWURQJO\GLVDJUHHVZLWKWKHFRQFOXVLRQVRIWKH&$'(%RDUGDQG%7%UD]LOKDV
FRPPHQFHGWKHUHTXLVLWHVWHSVWRFRQWHVWLWVGHFLVLRQEHIRUHWULEXQDOVRIFRPSHWHQWMXULVGLFWLRQDQGFRQWLQXHVWR
YLJRURXVO\GHIHQGLWVHOIDJDLQVWWKHDOOHJDWLRQV
7UDQVQHW
%RPEDUGLHU7UDQVSRUWDWLRQOHDUQHGWKURXJKYDULRXVPHGLDUHSRUWVRIWKHDSSRLQWPHQWRID-XGLFLDO&RPPLVVLRQRI
,QTXLU\LQWR$OOHJDWLRQVRI6WDWH&DSWXUH&RUUXSWLRQDQG)UDXGLQWKH3XEOLF6HFWRULQFOXGLQJRUJDQVRIVWDWH WKH
²=RQGR&RPPLVVLRQ³ IRUZKLFKWKHWHUPVRIUHIHUHQFHZHUHSXEOLVKHGE\SUHVLGHQWLDOSURFODPDWLRQRQ-DQXDU\
%HIRUHDQGDIWHUWKHFUHDWLRQRIWKH=RQGR&RPPLVVLRQWKHPHGLDUHSRUWHGDOOHJDWLRQVRILUUHJXODULWLHV
ZLWKUHVSHFWWRPXOWLSOHSURFXUHPHQWVUHJDUGLQJWKHVXSSO\RIORFRPRWLYHVE\6RXWK$IULFDQWUDLQRSHUDWRU
7UDQVQHW)UHLJKW5DLO2Q6HSWHPEHU%RPEDUGLHU7UDQVSRUWDWLRQ6RXWK$IULFD 3W\ /WG ²%76$³ ZDV
LQIRUPHGWKDWWKH6SHFLDO,QYHVWLJDWLRQ8QLW ²6,8³ DIRUHQVLFLQYHVWLJDWLRQDJHQF\XQGHUWKH'HSDUWPHQWRI
-XVWLFHLQ6RXWK$IULFDKDGRSHQHGDQLQYHVWLJDWLRQZLWKUHVSHFWWRWKHUHORFDWLRQLQRIWKHPDQXIDFWXULQJ
VLWHIURP3UHWRULDWR'XUEDQDQGWKHFRVWVFODLPHGLQUHJDUGWRWKLVUHORFDWLRQ%RPEDUGLHU7UDQVSRUWDWLRQVWURQJO\
GLVDJUHHVZLWKWKHVHDOOHJDWLRQVDQGZLOOFRQWLQXHWRYLJRURXVO\GHIHQGLWVHOI
2Q)HEUXDU\DWWKHUHTXHVWRIWKHKHDGOHJDODGYLVRUWRWKH=RQGR&RPPLVVLRQ%76$VXEPLWWHGD
FRQILGHQWLDOZULWWHQVWDWHPHQWZLWKVXSSRUWLQJGRFXPHQWVWKDWVHWVRXWLWVSRVLWLRQRQSXEOLFDOOHJDWLRQVDQG
UHTXHVWHGWKHRSSRUWXQLW\WRSXEOLFO\SUHVHQWHYLGHQFHWRWKH=RQGR&RPPLVVLRQ7KH=RQGR&RPPLVVLRQKDV
UHYLHZHGWKHVXEPLVVLRQDQGUHODWHGGRFXPHQWV,Q-XQH%76$ZDVUHTXHVWHGE\6,8WRSURYLGH
LQIRUPDWLRQDQGH[SODQDWLRQDERXWWKHFRVWVRIWKHUHORFDWLRQWR'XUEDQ$OWKRXJKWKHZULWWHQVWDWHPHQWSUHYLRXVO\
FRPPXQLFDWHGWRWKH=RQGR&RPPLVVLRQFRXOGQRWEHVKDUHGZLWK6,8%76$GLGSURYLGH6,8ZLWKWKH
LQIRUPDWLRQLQLWVSRVVHVVLRQUHJDUGLQJWKHUHORFDWLRQDVZHOODVH[SODQDWLRQDERXWWKHFRVWVIRUVDPH
%RPEDUGLHU7UDQVSRUWDWLRQLVFRQGXFWLQJDQLQWHUQDOUHYLHZLQWRWKHDOOHJDWLRQVE\H[WHUQDODGYLVRUVXQGHUWKH
VXSHUYLVLRQRIFRXQVHO7KHUHYLHZLVVWLOORQJRLQJEXWEDVHGRQLQIRUPDWLRQNQRZQWR%RPEDUGLHU7UDQVSRUWDWLRQ
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DWWKLVWLPHWKHUHLVQRUHDVRQWREHOLHYHWKDW%RPEDUGLHU7UDQVSRUWDWLRQKDVEHHQLQYROYHGLQDQ\ZURQJGRLQJ
ZLWKUHVSHFWWRWKHSURFXUHPHQWE\7UDQVQHWRI75$;;ORFRPRWLYHVIURP%RPEDUGLHU7UDQVSRUWDWLRQ
&RQWUDU\WRZKDWKDVEHHQUHSRUWHGE\WKHPHGLDWKHFRQWUDFWLVVWLOOLQIXOOIRUFHDQGFRQWLQXHVWREHH[HFXWHG
6SDLQ
,Q'HFHPEHUWKH6SDQLVK&RPSHWLWLRQ$XWKRULW\ ²&10&³ FRQGXFWHGDQLQVSHFWLRQDWWKHRIILFHVRI
%RPEDUGLHU(XURSHDQ,QYHVWPHQWV6/8 ²%(,³ LQ0DGULG$FFRUGLQJWRWKH,QVSHFWLRQ2UGHU&10&µV
LQVSHFWLRQIROORZVLQIRUPDWLRQLWOHDUQHGDERXWSRVVLEOHLUUHJXODULWLHVLQSXEOLFWHQGHUVZLWKWKH5DLOZD\
,QIUDVWUXFWXUHV$GPLQLVWUDWRU ²$',)³ 2Q-DQXDU\%(,UHFHLYHGDQLQIRUPDWLRQUHTXHVWIURPWKH&10&
UHJDUGLQJWKHOHJDODQGRSHUDWLRQDORUJDQL]DWLRQRI%(,%(,LVFRRSHUDWLQJZLWKWKHDXWKRULWLHVWRWKHH[WHQW
SRVVLEOHDQGUHVSRQGHGWRWKHLQIRUPDWLRQUHTXHVW7KHUHDUHFXUUHQWO\QRFKDUJHVQRUIRUPDODFFXVDWLRQVWKDW
%(,EUHDFKHGDQ\ODZ
2Q$XJXVW%(,ZDVLQIRUPHGWKDWWKH&10&ZDVRSHQLQJIRUPDOSURFHHGLQJVDJDLQVWHLJKWFRPSHWLQJ
FRPSDQLHVDFWLYHRQWKH6SDQLVKVLJQDOOLQJHTXLSPHQWPDUNHWDQGIRXUGLUHFWRUVLQFOXGLQJ%(,DQGLWVSDUHQW
FRPSDQ\%RPEDUGLHU7UDQVSRUWDWLRQ *OREDO+ROGLQJ 8./LPLWHG1R%RPEDUGLHUGLUHFWRUVZHUHQDPHG7KH
LQFOXVLRQRIWKHSDUHQWFRPSDQ\LVW\SLFDORI(XURSHDQFRPSHWLWLRQDXWKRULWLHVDWWKHHDUO\VWDJHRIWKH
SURFHHGLQJV7KHGHOD\VIRU&10&WRDGRSWDILQDOGHFLVLRQRQWKHFDVHDUHFXUUHQWO\VXVSHQGHGSHQGLQJYDULRXV
DSSHDOV LQFOXGLQJE\%(, ILOHGLQUHODWLRQWRYDULRXVGHFLVLRQVUHQGHUHGE\&10&UHJDUGLQJWKHLQYROYHPHQWLQWR
WKHILOHRIWKHSXEOLFFOLHQW$',)
%RPEDUGLHU7UDQVSRUWDWLRQ VSROLF\LVWRFRPSO\ZLWKDOODSSOLFDEOHODZVLQFOXGLQJDQWLWUXVWDQGFRPSHWLWLRQODZV
,QOLJKWRIWKHHDUO\VWDJHRIWKHSUHOLPLQDU\LQYHVWLJDWLRQPDQDJHPHQWLVXQDEOHWRSUHGLFWLWVGXUDWLRQRU
RXWFRPHLQFOXGLQJZKHWKHUDQ\RSHUDWLQJGLYLVLRQRI%RPEDUGLHU7UDQVSRUWDWLRQFRXOGEHIRXQGOLDEOHIRUDQ\
YLRODWLRQRIODZRUWKHH[WHQWRIDQ\ILQHLIIRXQGWREHOLDEOH
%RPEDUGLHU7UDQVSRUWDWLRQLVFRQGXFWLQJDQLQWHUQDOUHYLHZLQWRWKHDOOHJDWLRQVE\H[WHUQDODGYLVRUVXQGHUWKH
VXSHUYLVLRQRIFRXQVHO7KHUHYLHZLVVWLOORQJRLQJEXWEDVHGRQLQIRUPDWLRQNQRZQWR%RPEDUGLHU7UDQVSRUWDWLRQ
DWWKLVWLPHQRLUUHJXODULW\KDVEHHQIRXQG
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(9(17$)7(57+(5(3257,1*'$7(

%RPEDUGLHU,QFKDVVLJQHGD0HPRUDQGXPRI8QGHUVWDQGLQJZLWK$OVWRP6$DQGWKH&DLVVHGH'pS{WHW
SODFHPHQWGX4XpEHFIRUWKHVDOHRI%RPEDUGLHU7UDQVSRUWDWLRQWR$OVWRP8QGHUWKHWUDQVDFWLRQ%RPEDUGLHU
DQGOD&DLVVHZLOOVHOOWKHLULQWHUHVWVLQ%RPEDUGLHU7UDQVSRUWDWLRQWR$OVWRPRQWKHEDVLVRIDQHQWHUSULVHYDOXHRI
(85aELOOLRQ7KHVLJQLQJRIWKH028KDVEHHQXQDQLPRXVO\DSSURYHGE\HDFKRI%RPEDUGLHUDQG$OVWRPµV
ERDUGRIGLUHFWRUVDQGWKHWUDQVDFWLRQDQQRXQFHGLVIXOO\VXSSRUWHGE\OD&DLVVHZKRZLOOEHFRPHDQHZORQJ
WHUPVKDUHKROGHURI$OVWRP
3XUVXDQWWRWKHUHTXLUHPHQWVRI)UHQFKODZ$OVWRPDQG%RPEDUGLHUZLOOLQLWLDWH:RUNV&RXQFLOVLQIRUPDWLRQDQG
FRQVXOWDWLRQSURFHGXUHVSULRUWRWKHVLJQLQJRIWKHWUDQVDFWLRQGRFXPHQWV$FFRUGLQJO\DQGFRQVLVWHQWZLWK
FXVWRPDU\SUDFWLFHLQ)UDQFH$OVWRP%RPEDUGLHUDQGOD&DLVVHUHDFKHGDQDJUHHPHQWLQSULQFLSOHRQWKHPDLQ
WHUPVRIWKHWUDQVDFWLRQDQGHQWHUHGLQWRD028SULRUWRDQQRXQFLQJWKHSURSRVHGWUDQVDFWLRQ7KH028
RUJDQL]HVWKHLQIRUPDWLRQDQGFRQVXOWDWLRQSURFHVVE\%RPEDUGLHUDQG$OVWRPRIWKHLUUHVSHFWLYH:RUNV&RXQFLOV
DQGFRQWDLQVH[FOXVLYHFRPPLWPHQWVE\ERWKSDUWLHV7KLVSURFHVVLVDQWLFLSDWHGWRODVWIRUDSSUR[LPDWHO\IRXUWR
ILYHPRQWKV
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Engagement Terms Liability and Conditions of Use
e, rnst
oung mb
irtschaftspr fungsgesellschaft, conducted our audit of this
financial reporting on behalf of the ompan . esides satisf ing the legal disclosure
re uirement Sec.
andelsgeset buch
erman ommercial ode for
statutor audits, the audit opinion is addressed e clusi el to the ompan and as
issued for internal purposes onl . t is not intended for an other purpose or to ser e
as a decision making basis for third parties. he result of oluntar audits summari ed
in the audit opinion is thus not intended to ser e as a decision making basis for third
parties and must not be used for purposes other than those intended.
ur ork is based on our engagement agreement for the audit of these financial
statements including the eneral ngagement erms for
irtschaftspr fer and
irtschaftspr fungsgesellschaften
erman Public uditors and Public udit Firms
as issued b the nstitute of Public
uditors in
erman
nstitut der
irtschaftspr fer D on
anuar
.
o clarif , e point out that e assume no responsibilit , liabilit or other obligations
to ards third parties unless e ha e concluded a ritten agreement to the contrar
ith the respecti e third part or liabilit cannot effecti el be precluded.
e make e press reference to the fact that e ill not update the audit opinion to
reflect e ents or circumstances arising after it as issued, unless re uired to do so b
la .
t is the sole responsibilit of an one taking note of the summari ed result of our ork
contained in this audit opinion to decide hether and in hat a this information is
useful or suitable for their purposes and to supplement, erif or update it b means
of their o n re ie procedures.
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DokID: 208140 LOM6WN0

[Translator's notes are in square brackets]

General Engagement Terms
for

Wirtschaftsprüfer and Wirtschaftsprüfungsgesellschaften
[German Public Auditors and Public Audit Firms]
as of January 1, 2017

1. Scope of application

6. Distribution of a German Public Auditor‘s professional statement

(1) These engagement terms apply to contracts between German Public
Auditors
(Wirtschaftsprüfer)
or
German
Public
Audit
Firms
(Wirtschaftsprüfungsgesellschaften) – hereinafter collectively referred to as
”German Public Auditors” – and their engaging parties for assurance
services, tax advisory services, advice on business matters and other
engagements except as otherwise agreed in writing or prescribed by a
mandatory rule.

(1) The distribution to a third party of professional statements of the German Public Auditor (results of work or extracts of the results of work whether in draft or in a final version) or information about the German Public
Auditor acting for the engaging party requires the German Public Auditor’s
written consent, unless the engaging party is obligated to distribute or
inform due to law or a regulatory requirement.

(2) Third parties may derive claims from contracts between German Public
Auditors and engaging parties only when this is expressly agreed or results
from mandatory rules prescribed by law. In relation to such claims, these
engagement terms also apply to these third parties.

(2) The use by the engaging party for promotional purposes of the German
Public Auditor’s professional statements and of information about the
German Public Auditor acting for the engaging party is prohibited.

7. Deficiency rectification
2. Scope and execution of the engagement
(1) Object of the engagement is the agreed service – not a particular
economic result. The engagement will be performed in accordance with the
German Principles of Proper Professional Conduct (Grundsätze ordnungsmäßiger Berufsausübung). The German Public Auditor does not
assume any management functions in connection with his services. The
German Public Auditor is not responsible for the use or implementation of
the results of his services. The German Public Auditor is entitled to make
use of competent persons to conduct the engagement.
(2) Except for assurance engagements (betriebswirtschaftliche Prüfungen),
the consideration of foreign law requires an express written agreement.
(3) If circumstances or the legal situation change subsequent to the release
of the final professional statement, the German Public Auditor is not obligated to refer the engaging party to changes or any consequences resulting therefrom.

3. The obligations of the engaging party to cooperate
(1) The engaging party shall ensure that all documents and further information necessary for the performance of the engagement are provided to
the German Public Auditor on a timely basis, and that he is informed of all
events and circumstances that may be of significance to the performance
of the engagement. This also applies to those documents and further
information, events and circumstances that first become known during the
German Public Auditor’s work. The engaging party will also designate
suitable persons to provide information.
(2) Upon the request of the German Public Auditor, the engaging party
shall confirm the completeness of the documents and further information
provided as well as the explanations and statements, in a written statement
drafted by the German Public Auditor.

4. Ensuring independence
(1) The engaging party shall refrain from anything that endangers the
independence of the German Public Auditor’s staff. This applies throughout
the term of the engagement, and in particular to offers of employment or to
assume an executive or non-executive role, and to offers to accept engagements on their own behalf.
(2) Were the performance of the engagement to impair the independence
of the German Public Auditor, of related firms, firms within his network, or
such firms associated with him, to which the independence requirements
apply in the same way as to the German Public Auditor in other engagement relationships, the German Public Auditor is entitled to terminate the
engagement for good cause.

5. Reporting and oral information
To the extent that the German Public Auditor is required to present results
in writing as part of the work in executing the engagement, only that written
work is authoritative. Drafts are non-binding. Except as otherwise agreed,
oral statements and explanations by the German Public Auditor are binding
only when they are confirmed in writing. Statements and information of the
German Public Auditor outside of the engagement are always non-binding.
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(1) In case there are any deficiencies, the engaging party is entitled to
specific subsequent performance by the German Public Auditor. The
engaging party may reduce the fees or cancel the contract for failure of
such subsequent performance, for subsequent non-performance or unjustified refusal to perform subsequently, or for unconscionability or impossibility of subsequent performance. If the engagement was not commissioned
by a consumer, the engaging party may only cancel the contract due to a
deficiency if the service rendered is not relevant to him due to failure of
subsequent performance, to subsequent non-performance, to unconscionability or impossibility of subsequent performance. No. 9 applies to the
extent that further claims for damages exist.
(2) The engaging party must assert a claim for the rectification of deficiencies in writing (Textform) [Translators Note: The German term “Textform”
means in written form, but without requiring a signature] without delay.
Claims pursuant to paragraph 1 not arising from an intentional act expire
after one year subsequent to the commencement of the time limit under the
statute of limitations.
(3) Apparent deficiencies, such as clerical errors, arithmetical errors and
deficiencies associated with technicalities contained in a German Public
Auditor’s professional statement (long-form reports, expert opinions etc.)
may be corrected – also versus third parties – by the German Public
Auditor at any time. Misstatements which may call into question the results
contained in a German Public Auditor’s professional statement entitle the
German Public Auditor to withdraw such statement – also versus third
parties. In such cases the German Public Auditor should first hear the
engaging party, if practicable.

8. Confidentiality towards third parties, and data protection
(1) Pursuant to the law (§ [Article] 323 Abs 1 [paragraph 1] HGB [German
Commercial Code: Handelsgesetzbuch], § 43 WPO [German Law regulating the Profession of Wirtschaftsprüfer: Wirtschaftsprüferordnung], § 203
StGB [German Criminal Code: Strafgesetzbuch]) the German Public
Auditor is obligated to maintain confidentiality regarding facts and circumstances confided to him or of which he becomes aware in the course of his
professional work, unless the engaging party releases him from this confidentiality obligation.
(2) When processing personal data, the German Public Auditor will observe
national and European legal provisions on data protection.

9. Liability
(1) For legally required services by German Public Auditors, in particular
audits, the respective legal limitations of liability, in particular the limitation
of liability pursuant to § 323 Abs. 2 HGB, apply.
(2) Insofar neither a statutory limitation of liability is applicable, nor an
individual contractual limitation of liability exists, the liability of the German
Public Auditor for claims for damages of any other kind, except for damages resulting from injury to life, body or health as well as for damages that
constitute a duty of replacement by a producer pursuant to § 1 ProdHaftG
[German Product Liability Act: Produkthaftungsgesetz], for an individual
case of damages caused by negligence is limited to € 4 million pursuant to
§ 54 a Abs. 1 Nr. 2 WPO.
(3) The German Public Auditor is entitled to invoke demurs and defenses
based on the contractual relationship with the engaging party also towards
third parties.
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(4) When multiple claimants assert a claim for damages arising from an
existing contractual relationship with the German Public Auditor due to the
German Public Auditor’s negligent breach of duty, the maximum amount
stipulated in paragraph 2 applies to the respective claims of all claimants
collectively.
(5) An individual case of damages within the meaning of paragraph 2 also
exists in relation to a uniform damage arising from a number of breaches of
duty. The individual case of damages encompasses all consequences from
a breach of duty regardless of whether the damages occurred in one year
or in a number of successive years. In this case, multiple acts or omissions
based on the same source of error or on a source of error of an equivalent
nature are deemed to be a single breach of duty if the matters in question
are legally or economically connected to one another. In this event the
claim against the German Public Auditor is limited to € 5 million. The
limitation to the fivefold of the minimum amount insured does not apply to
compulsory audits required by law.
(6) A claim for damages expires if a suit is not filed within six months
subsequent to the written refusal of acceptance of the indemnity and the
engaging party has been informed of this consequence. This does not
apply to claims for damages resulting from scienter, a culpable injury to life,
body or health as well as for damages that constitute a liability for replacement by a producer pursuant to § 1 ProdHaftG. The right to invoke a plea
of the statute of limitations remains unaffected.

(6) Work relating to special individual issues for income tax, corporate tax,
business tax, valuation assessments for property units, wealth tax, as well
as all issues in relation to sales tax, payroll tax, other taxes and dues
requires a separate engagement. This also applies to:
a)

work on non-recurring tax matters, e.g. in the field of estate tax, capital
transactions tax, and real estate sales tax;

b)

support and representation in proceedings before tax and administrative courts and in criminal tax matters;

c)

advisory work and work related to expert opinions in connection with
changes in legal form and other re-organizations, capital increases
and reductions, insolvency related business reorganizations, admission and retirement of owners, sale of a business, liquidations and the
like, and

d)

support in complying with disclosure and documentation obligations.

(7) To the extent that the preparation of the annual sales tax return is
undertaken as additional work, this includes neither the review of any
special accounting prerequisites nor the issue as to whether all potential
sales tax allowances have been identified. No guarantee is given for the
complete compilation of documents to claim the input tax credit.

12. Electronic communication
10. Supplementary provisions for audit engagements
(1) If the engaging party subsequently amends the financial statements or
management report audited by a German Public Auditor and accompanied
by an auditor's report, he may no longer use this auditor’s report.
If the German Public Auditor has not issued an auditor's report, a reference
to the audit conducted by the German Public Auditor in the management
report or any other public reference is permitted only with the German
Public Auditor’s written consent and with a wording authorized by him.
(2) lf the German Public Auditor revokes the auditor's report, it may no
longer be used. lf the engaging party has already made use of the auditor's
report, then upon the request of the German Public Auditor he must give
notification of the revocation.
(3) The engaging party has a right to five official copies of the report.
Additional official copies will be charged separately.

11. Supplementary provisions for assistance in tax matters
(1) When advising on an individual tax issue as well as when providing
ongoing tax advice, the German Public Auditor is entitled to use as a
correct and complete basis the facts provided by the engaging party –
especially numerical disclosures; this also applies to bookkeeping engagements. Nevertheless, he is obligated to indicate to the engaging party
any errors he has identified.
(2) The tax advisory engagement does not encompass procedures required
to observe deadlines, unless the German Public Auditor has explicitly
accepted a corresponding engagement. In this case the engaging party
must provide the German Public Auditor with all documents required to
observe deadlines – in particular tax assessments – on such a timely basis
that the German Public Auditor has an appropriate lead time.

Communication between the German Public Auditor and the engaging
party may be via e-mail. In the event that the engaging party does not wish
to communicate via e-mail or sets special security requirements, such as
the encryption of e-mails, the engaging party will inform the German Public
Auditor in writing (Textform) accordingly.

13. Remuneration
(1) In addition to his claims for fees, the German Public Auditor is entitled to
claim reimbursement of his expenses; sales tax will be billed additionally.
He may claim appropriate advances on remuneration and reimbursement
of expenses and may make the delivery of his services dependent upon the
complete satisfaction of his claims. Multiple engaging parties are jointly and
severally liable.
(2) If the engaging party is not a consumer, then a set-off against the
German Public Auditor’s claims for remuneration and reimbursement of
expenses is admissible only for undisputed claims or claims determined to
be legally binding.

14. Dispute Settlement
The German Public Auditor is not prepared to participate in dispute settlement procedures before a consumer arbitration board (Verbraucherschlichtungsstelle) within the meaning of § 2 of the German Act on Consumer
Dispute Settlements (Verbraucherstreitbeilegungsgesetz).

15. Applicable law
The contract, the performance of the services and all claims resulting
therefrom are exclusively governed by German law.

(3) Except as agreed otherwise in writing, ongoing tax advice encompasses
the following work during the contract period:
a)

preparation of annual tax returns for income tax, corporate tax and
business tax, as well as wealth tax returns, namely on the basis of the
annual financial statements, and on other schedules and evidence
documents required for the taxation, to be provided by the engaging
party

b)

examination of tax assessments in relation to the taxes referred to in
(a)

c)

negotiations with tax authorities in connection with the returns and
assessments mentioned in (a) and (b)

d)

support in tax audits and evaluation of the results of tax audits with
respect to the taxes referred to in (a)

e)

participation in petition or protest and appeal procedures with respect
to the taxes mentioned in (a).

In the aforementioned tasks the German Public Auditor takes into account
material published legal decisions and administrative interpretations.
(4) If the German Public auditor receives a fixed fee for ongoing tax advice,
the work mentioned under paragraph 3 (d) and (e) is to be remunerated
separately, except as agreed otherwise in writing.
(5) Insofar the German Public Auditor is also a German Tax Advisor and
the German Tax Advice Remuneration Regulation (Steuerberatungsvergütungsverordnung) is to be applied to calculate the remuneration, a greater
or lesser remuneration than the legal default remuneration can be agreed
in writing (Textform).
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Annex 8.C. :

Bombardier Transportation (Global Holding) UK Limited’s
quarterly financial statements as of 31 March 2020,
with the limited review report of Bombardier Transportation (Global Holding) UK Limited’s
statutory auditor on those accounts

Dieser Prüfungsbericht richtet sich - unbeschadet eines etwaigen, gesetzlich begründeten Rechts Dritter zum Empfang
oder zur Einsichtnahme - ausschließlich an Organe des Unternehmens. Soweit nicht im Rahmen der
Auftragsvereinbarung zwischen dem Unternehmen und der Ernst & Young GmbH WPG ausdrücklich erlaubt, ist eine
Weitergabe der vorliegenden elektronischen Kopie an Dritte nicht gestattet.
Im Hinblick auf die Anforderungen von § 321 Abs. 5 Satz 1 HGB tritt die elektronische Fassung nicht an die Stelle,
sondern neben die Papierfassung im Sinne einer elektronischen Kopie.
Notwithstanding any statutory right of third parties to receive or inspect it, this audit report is addressed exclusively
to the governing bodies of the Company. The digital copy may not be distributed to third parties unless such distribution
is expressly permitted under the terms of engagement agreed between the Company and Ernst & Young GmbH WPG.
Considering the requirements of Sec. 321 (5) Sentence 1 HGB, the electronic version does not replace the hardcopy
but is prepared in addition to it and is an electronic copy thereof.
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Report on Review of Condensed Interim Consolidated Financial Statements

To Bombardier Transportation (Global Holding) UK Limited
Introduction
We have reviewed the accompanying condensed interim consolidated financial
statements of Bombardier Transportation (Global Holding) UK Limited, London as at
March 31, 2020 and the related interim statements of income, comprehensive income,
changes in equity and cash flows for the three-month period then ended, and
explanatory notes. Management is responsible for the preparation and fair
presentation of this interim financial information in accordance with the International
Accounting Standard (IAS 34), Interim Financial Reporting, as issued by the IASB. Our
responsibility is to express a conclusion on this interim financial information based on
our review.
Scope of review
We conducted our review in accordance with International Standard on Review
Engagements 2410, ‘Review of Interim Financial Information Performed by the
Independent Auditor of the Entity‘. A review of interim financial information consists
of making inquiries, primarily of persons responsible for financial and accounting
matters, and applying analytical and other review procedures. A review is substantially
less in scope than an audit conducted in accordance with International Standards on
Auditing. Consequently, it does not enable us to obtain assurance that we would
become aware of all significant matters that might be identified in an audit.
Accordingly, we do not express an audit opinion.
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Conclusion
Based on our review, nothing has come to our attention that causes us to believe that
the accompanying interim financial statements do not present fairly, in all material
aspects the financial position of Bombardier Transportation (Global Holding) UK
Limited, London, as at March 31, 2020, and of its financial performance and its cash
flows for the three-month period then ended in accordance with the International
Accounting Standard (IAS 34), Interim Financial Reporting, as issued by the IASB.

Berlin, 14 August 2020
Ernst & Young GmbH
Wirtschaftsprüfungsgesellschaft

Canzler
Wirtschaftsprüfer
[German Public Auditor]

Beckers
Wirtschaftsprüfer
[German Public Auditor]
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GLOSSARY
The following table shows the abbreviations used in this report.
Term

Description

Term

Description

BST
CCTD
CDPQ
DDHR
EBIT

Bombardier Sifang (Qingdao) Transportation Ltd.
Cumulative currency translation difference
Caisse de dépôt et placement du Québec
Derivative designated in a hedge relationship
Earnings (loss) before financing expense, financing
income and income taxes

IAS
IASB
IFRIC

International Accounting Standard(s)
International Accounting Standards Board
International Financial Reporting Interpretation
Committee

IFRS
NCI
EBITDA
OCI
Earnings (loss) before financing expense, financing
income, income taxes, amortization and impairment PCG
charges on PP&E and intangible assets
PP&E
EBT
Earnings (loss) before income taxes
PSU
FVOCI Fair value through other comprehensive income
R&D
(loss)
SG&A
FVTP&L Fair value through profit and loss
U.K.

International Financial Reporting Standard(s)
Non-controlling interests
Other comprehensive income (loss)
Parent company guarantees
Property, plant and equipment
Performance share unit
Research and development
Selling, general and administrative
United Kingdom

Bombardier Transportation is used as abbreviation for Bombardier Transportation (Global Holding) UK Limited.
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BOMBARDIER TRANSPORTATION
CONSOLIDATED STATEMENTS OF INCOME
(Unaudited)
(in millions of euro)
Three-month periods
ended March 31
2020
2019

Notes
Revenues
Rolling Stock and Systems
Services
Signalling

€

Cost of sales
Gross margin
SG&A
R&D
Share of income of joint ventures and associates
Other income
Special items
EBIT
Financing expense
Financing income
EBT
Income taxes
Net income (loss)
Attributable to
Equity holders of Bombardier Transportation
NCI

3
4
5
5

€
€
€

1,316
441
211
1,968
1,811
157
117
21
(9)
—
—
28
22
(12)
18
26
(8)
(9)
1
(8)

€

€
€
€

1,239
429
186
1,854
1,666
188
124
22
(15)
(1)
—
58
15
(3)
46
32
14
13
1
14

The notes are an integral part of these interim consolidated financial statements.
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BOMBARDIER TRANSPORTATION
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(Unaudited)
(in millions of euro)

Net income (loss)
OCI
Items that may be reclassified to net income
Net change in cash flow hedges
Foreign exchange re-evaluation
Net gain (loss) on derivative financial instruments
Reclassification to income or to the related non-financial asset
Income taxes

€

(2)
68
(9)
(6)
51

CCTD
Net investments in foreign operations
Items that are never reclassified to net income
Retirement benefits
Remeasurement of defined benefit plans
Income taxes
Total OCI
Total comprehensive income (loss)
Attributable to
Equity holders of Bombardier Transportation
NCI

Three-month periods
ended March 31
2020
2019
(8)
€
14

€
€
€

—
(41)
(20)
6
(55)

(100)

80

101
(2)
99
50
42

(135)
19
(116)
(91)
(77)

43
(1)
42

€
€
€

(78)
1
(77)

The notes are an integral part of these interim consolidated financial statements.
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BOMBARDIER TRANSPORTATION
CONSOLIDATED STATEMENTS OF FINANCIAL POSITION
(Unaudited)
As at
(in millions of euro)
March 31
2020

Notes
Assets
Cash and cash equivalents
Trade and other receivables
Contract assets
Inventories
Other financial assets
Other assets
Current assets
PP&E
Goodwill
Deferred income taxes
Investments in joint ventures and associates
Other financial assets
Other assets
Non-current assets

€
7
8
9
10

9
10
€

Liabilities
Trade and other payables
Provisions
Contract liabilities
Other financial liabilities(2)
Other liabilities(2)
Current liabilities
Provisions
Retirement benefits
Other financial liabilities(2)
Other liabilities(2)
Non-current liabilities

€
11
7
12
13
11
12
13

December 31
2019

329
1,157
2,297
150
222
279
4,434
861
1,702
275
476
97
386
3,797
8,231

€

2,098
652
2,271
614
731
6,366
16
910
252
22
1,200
7,566

€

€

January 1
2019

481
1,115
2,167
138
100
276
4,277
890
1,723
340
473
105
304
3,835
8,112

€

2,339
750
2,435
228
859
6,611
16
926
264
22
1,228
7,839

€

€

(1)

662
921
2,240
119
132
229
4,303
876
1,701
182
431
81
348
3,619
7,922
2,208
843
2,289
156
865
6,361
56
854
188
60
1,158
7,519

Equity
Attributable to equity holders of Bombardier
Transportation
Attributable to NCI
€
Commitments and contingencies
(1)

(2)

655
10
665
8,231

€

262
11
273
8,112

€

394
9
403
7,922

20

Includes the impact of the adoption of IFRS 16, Leases which resulted in the recognition of right-of-use assets, in PP&E, and lease
liabilities, in Other financial liabilities, amounting to €199 million, respectively as of January 1, 2019.
Lease liabilities were reclassified from Other liabilities to Other financial liabilities as of March 31, 2020. Refer to Note 22 - Reclassification.

The notes are an integral part of these interim consolidated financial statements.
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€

€

—
—
—
4,078

€

4,078

—
—
—
350
4,578

13
—
13
704

691

(9)
—
(9)
—
564

€

€

€

—
—
—
(3,921) €

(3,921) €

—
—
—
—
(3,921) €

—
(116)
(116)
(539) €

(423) €

—
99
99
—
(448) €

The notes are an integral part of these interim consolidated financial statements.
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€
—
(55)
(55)
4 €

59

—
51
51
—
(1) €

—
80
80
(10) €

(90) €

—
(98)
(98)
—
(117) €

Retained earnings
Accumulated OCI
Other
Group
Remearetained
Reorgani- surement Cash flow
hedges
CCTD
earnings
zation
losses
€
573
€
(3,921) €
(547) €
(52) €
(19) €

BT Holdco made a capital injection, refer to Note 19 - Transactions with related parties for more information.

€

As at March 31, 2019

(1)

€

€

As at January 1, 2019
Total comprehensive income
Net income
OCI

Capital injection(1)
As at March 31, 2020

As at December 31, 2019
Total comprehensive income
Net income (loss)
OCI

Common
Shares
€
4,228

Share
Capital and
Premium

Attributable to equity holders of Bombardier Transportation

BOMBARDIER TRANSPORTATION
CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
(Unaudited)
For the three-month periods ended
(in millions of euro)

€

€
13
(91)
(78)
316 €

394

(9)
52
43
350
655 €

Total
262

1
—
1
10

9

€

€

1
(2)
(1)
—
10 €

14
(91)
(77)
326

403

(8)
50
42
350
665

Total Net
NCI investment
11 €
273
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BOMBARDIER TRANSPORTATION
CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)
(in millions of euro)
Three-month periods
ended March 31
2020
2019

Notes
Operating activities
Net income (loss)
Non-cash items
Amortization(1)
Impairment charges on PP&E and intangible assets
Deferred income taxes
Gains on disposals of PP&E
Gain on on sale of a business
Share of income of joint ventures and associates
Share-based expense
Dividends received from joint ventures and associates
Net change in non-cash balances
Cash flows from operating activities
Investing activities
Additions to PP&E and intangible assets
Proceeds from disposals of PP&E and intangible assets
Net proceeds from disposal of business
Cash flows from investing activities
Financing activities
Net variation in short-term borrowings
Payment of lease liabilities(2)
Capital injection
Cash flows from financing activities
Effect of exchange rates on cash and cash equivalents
Net decrease in cash and cash equivalents
Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period
Supplemental information
Cash paid for
Interest
Income taxes
Cash received for
Interest
Income taxes

€

(8)

€

14

31
—
48
—
—
(9)
3
2
(845)
(778)

29
(1)
8
(1)
(4)
(15)
4
1
(524)
(489)

(21)
—
—
(21)

(29)
4
16
(9)

€

375
(11)
350
714
(67)
(152)
481
329

€

250
(9)
—
241
70
(187)
662
475

€
€

9
17

€
€

6
17

€
€

1
1

€
€

—
1

3, 4
2
3
14
16

12
19

(1)

Includes €11 million representing amortization charge related to right-of-use of assets for the three-month period ended March 31, 2020
(€10 million for the three-month period ended March 31, 2019).
(2)
Lease payments related to the interest portion, short term leases, low value assets and variable lease payments not included in lease
liabilities are classified as cash outflows from operating activities. The total cash outflow for the three-month period ended March 31, 2020
amounted to €14 million.
(3)
Amounts paid or received for interest and income taxes are reflected as cash flows from operating activities.
(4)
Interest paid comprises interest on long-term debt excluding up-front costs paid related to the negotiation of debts or credit facilities, interest
paid on lease liabilities and interest paid on extended payment terms for trade payables. Interest received comprises interest received
related to cash and cash equivalents.
The notes are an integral part of these interim consolidated financial statements.
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NOTES TO THE CONDENSED INTERIM CONSOLIDATED
FINANCIAL STATEMENTS
For the three-month period ended March 31, 2020
(Unaudited)
(Tabular figures are in millions of euro, unless otherwise indicated)

1. BASIS OF PRESENTATION
Bombardier Transportation (Investment) UK Limited (“BT Holdco”) is incorporated under the laws of the UK and is
the parent of Bombardier Transportation (Global Holding) UK Limited (“Bombardier Transportation”). Bombardier
Transportation is a wholly owned subsidiary of BT Holdco. Bombardier Transportation is incorporated under the
laws of the UK. Bombardier Transportation’s headquarters are located in Berlin, Germany. Bombardier
Transportation provides rail transportation equipment, systems and related services. Bombardier Transportation is
a global leader in the rail equipment manufacturing and servicing industry and is managed as a separate
operating segment of Bombardier Inc.
The interim consolidated financial statements are expressed in Euro and have been prepared in accordance with
IAS 34, Interim financial reporting, as issued by the IASB. The interim consolidated financial statements follow the
same accounting policies as the most recent annual consolidated financial statements. The interim consolidated
financial statements should be read in conjunction with the audited consolidated financial statements and notes
thereto included in Bombardier Transportation’s Consolidated Financial Statements for the fiscal year ended
December 31, 2019.
These interim consolidated financial statements for the three-month period ended March 31, 2020 were initially
authorized for issuance by the Board of Directors on May 21, 2020. Subsequently, these interim consolidated
financial statements for the three-month period ended March 31, 2020 were re-issued by the Board of Directors
on August 14, 2020. There were no changes to the consolidated statement of income, consolidated statement of
financial position, consolidated statement of comprehensive income, consolidated statement of changes in equity
and the consolidated statements of cash flows, only the notes were modified following the subsequent event
period.
The results of operations and cash flows for the interim periods are not necessarily indicative of the results of
operations and cash flows for the full fiscal year.

2.

IMPACTS OF COVID-19 PANDEMIC

The COVID-19 pandemic has negatively impacted the global economy, disrupted global supply chains and
created significant economic uncertainty and disruption of financial markets.
COVID-19 response
Bombardier Transportation has been closely monitoring and actively implementing and updating its response to
the evolving COVID-19 pandemic and its impacts on employees, operations, the global economy and the demand
for its products and services. Management has formed a committee composed of the senior leadership team and
key leaders in the organization to monitor, on a daily basis, the evolution of the pandemic, to evaluate the
measures being put in place by local and national governments and the resulting impacts on Bombardier
Transportation, and to implement necessary contingency plans in real time as the current situation continues to
unfold, with a focus on three priorities: protecting employees’ health and safety; supporting customers to the best
of its abilities; and ensuring that Bombardier Transportation can successfully navigate through this global crisis.
Bombardier Transportation’s actions are in all cases closely aligned with both the health and safety mandates and
support programs that have been announced by the local governments in every region it operates.
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Production at several locations, including key sites across Bombardier Transportation’s largest markets in Europe
and the Americas, was temporarily suspended in the second half of March 2020 due to the global COVID-19
pandemic. Approximately 10,000 Bombardier Transportation employees globally were affected by these
shutdowns.
As a result of this reduced activity as well as supply chain disruptions, key production and homologation
milestones were postponed from the first quarter. Combined with the impact of deferred order intake related to the
crisis, operating cash flow for the quarter was negatively impacted.
Measures to bolster liquidity in response to COVID-19 pandemic
The management of consolidated liquidity requires a constant monitoring of expected cash inflows and outflows,
which is achieved through a detailed forecast of Bombardier Transportation’s liquidity position, as well as longterm operating and strategic plans, to ensure adequacy and efficient use of cash resources. Bombardier
Transportation uses scenario analyses to stress-test cash flow projections. Liquidity adequacy is continually
monitored which involves the application of judgment, taking into consideration historical volatility and seasonal
needs, stress-test results, the level of customer advances, availability under the revolving credit facility,
availability of letter of credit and similar facilities, working capital requirements, compliance with financial
covenants, the availability of working capital financing initiatives and the funding of product development and
other financial commitments.
In response to the COVID-19 pandemic Bombardier Transportation has taken on or is pursuing the following
actions to adapt to the current environment and manage liquidity:
•
•
•

•
•

Bombardier Transportation is managing costs through aggressive company-wide actions, including
cutting non-essential spending.
Where applicable, Bombardier Transportation is participating in various government support programs,
including wage subsidies, tax payment deferrals, pension contribution holidays and other measures
addressing liquidity needs of corporations during the crisis.
Cash on hand was increased through a €350 million equity injection in Bombardier Transportation by
CDPQ. In connection with this contribution, Bombardier Transportation secured amendments to its
revolving credit facility and letter of credit facility. This amendment provides for, among other things,
temporary adjustments to certain financial covenants.
Engineering and production schedules are being re-baselined together with customers and suppliers, to
optimize cash generation.
Bombardier Transportation continues to engage in certain working capital financing initiatives which
impact cash flows from operations such as the sale of receivables, arrangements for advances from third
parties and the negotiation of extended payment terms with certain suppliers(refer to Note 7 - Contract
balances and Note 15 - Net change in non-cash balances).

Considering the current environment, management performed an assessment of Bombardier Transportation’s
ability to continue as a going concern. Bombardier Transportation currently believes that there are no material
uncertainties to this effect, however, this determination was a matter of significant judgment. More specifically,
management believes that the above actions combined with its quarter end cash and cash equivalents of €329
million and the revolving credit facility of approximately €1,154 million (€779 million undrawn as at March 31,
2020) will enable Bombardier Transportation to meet its currently anticipated financial requirements for a period of
at least, but not limited to, 12 months from the reporting date supporting Bombardier Transportation’s ability to
continue as a going concern. Furthermore, from time to time Bombardier Transportation obtains funding from its
shareholders, and Bombardier Inc has committed to take actions and initiatives to provide Bombardier
Transportation with necessary support, if needed.
However, given the inherent uncertainties, the extent of the impact of the COVID-19 pandemic on Bombardier
Transportation’s results of operations and cash flows is difficult to estimate. Therefore, the above assessment
required a significant amount of judgment including a range of operating forecasts assuming a gradual re-start of
production in the second quarter as well as related stress test scenarios to assess liquidity adequacy and
covenant compliance throughout the period. While Bombardier Transportation believes the judgments made are
9
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reasonable in the circumstances, if the economic disruption is significantly greater than assumed, it could
negatively impact our assessment.
Use of estimates and judgments in the application of accounting policies
The application of Bombardier Transportation’s accounting policies requires management to use estimates and
judgments that can have a significant effect on the revenues, expenses, comprehensive income, assets and
liabilities recognized and disclosures made in the consolidated financial statements. Estimates and judgments are
significant when:
• the outcome is highly uncertain at the time the estimates and judgments are made; and
• if different estimates or judgments could reasonably have been used that would have had a material
impact on the consolidated financial statements.
Management’s best estimates regarding the future are based on the facts and circumstances available at the time
estimates are made. Management uses historical experience, general economic conditions and trends, as well as
assumptions regarding probable future outcomes as the basis for determining estimates. Estimates and their
underlying assumptions are reviewed periodically and the effects of any changes are recognized immediately.
Actual results will differ from the estimates used, and such differences could be material.
In addition to the judgments above on liquidity management, Bombardier Transportation has considered the
impact of the COVID-19 pandemic on various other critical estimates and judgments.
In addition to the estimates and judgments disclosed in the 2019 annual consolidated financial statements, the
following areas of judgments and estimates were updated.
Goodwill - The recoverable amount of Bombardier Transportation, the level at which goodwill is monitored by
management, is based on fair value less costs of disposal. During the fourth quarter of 2019, Bombardier
Transportation completed its annual goodwill impairment test and did not identify any impairment. Considering the
value attributed to Bombardier Transportation in the contemplated sale transaction to Alstom, and the excess of
the fair value of the business over its carrying value, management concluded there were no indicators of
impairment during the three-month period ended March 31, 2020.
Long-term contracts - As part of its financial statement close process, for the quarter ended March 31, 2020
Bombardier Transportation updated its long-term contract accounting for identified changes in estimated contract
revenues, contract costs and progress toward completion. Manufacturing overheads during the shut-down as
well as incremental costs required as a result of the pandemic were recorded as expenses of the quarter ended
March 31, 2020. Based on review of contractual terms including force majeure clauses, and government decrees,
there was no significant adjustment recorded to our estimated contract costs. However, there remains some
uncertainties as to the impact that COVID-19 related plant shut-downs and supply chain disruptions could have
on contract profitability. Refer to the Note 22 - Event after the reporting period.
Valuation of deferred income tax assets - To determine the extent to which deferred income tax assets can be
recognized, we estimate the amount of probable future taxable profits that will be available against which
deductible temporary differences and unused tax losses can be utilized. Such estimates are made as part of the
budget and strategic plan by tax jurisdiction on an undiscounted basis and are reviewed on a quarterly basis. We
exercise judgment to determine the extent to which realization of future taxable benefits is probable, considering
factors such as the number of years to include in the forecast period, the history of taxable profits and availability
of prudent tax planning strategies.
In the first quarter of 2020 Bombardier Transportation updated this assessment given the revised forecasts.
Following this assessment, Bombardier Transportation concluded no significant write-down of tax assets was
necessary.
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3.

OTHER INCOME

Other income was as follows:

Gain on on sale of a business
Impairment of PP&E and intangible assets(1)
Gains on disposals of PP&E
Severance and other involuntary termination costs (including changes in estimates)(1)

€

€
(1)

Three-month periods
ended March 31
2020
2019
—
€
(4)
—
3
—
(1)
—
1
—
€
(1)

Excludes those presented in special items.

4.

SPECIAL ITEMS

Special items comprise items which do not reflect Bombardier Transportation’s core performance or where their
separate presentation will assist users of the consolidated financial statements in understanding Bombardier
Transportation’s results for the period. Such items include, among others, the impact of restructuring charges and
significant impairment charges and reversals.
Special items were as follows:

Restructuring reversals(1)
Disruption costs(2)
Income taxes

€

€
Of which is presented in
Special items in EBIT
Income taxes - effect of special items

€
€

Three-month periods
ended March 31
2020
2019
(6)
€
—
6
—
6
—
6
€
—
—
6
6

€
€

—
—
—

(1)

Represents reversal of severance charges of €6 million for the three-month period ended March 31, 2020
related to previously-announced restructuring actions. For the three-month period ended
March 31, 2019, represents severance charges of €4 million partially offset by the reversal of
previously-recorded impairment charges of €4 million, related to previously-announced restructuring actions.
(2)
Due to the COVID-19 pandemic, in the second half of March 2020, Bombardier Transportation temporarily
suspended operations at various production facilities. Manufacturing overheads during the shut-down as well as
incremental costs required as a result of the pandemic which were recorded as expenses of the quarter
ended March 31, 2020 amounted to €8 million. Of these costs, €6 million were recorded as special items
since they were direct and incremental to actions in response to the pandemic and they were non-recurring in
nature. The remaining costs were recorded in cost of sales. These costs do not represent the full impact of
the COVID-19 pandemic on the results of operations since it does not reflect the impact of lost or deferred
revenues and associated margins.

11

Electronic copy

5.

FINANCING EXPENSE AND FINANCING INCOME

Financing expense and financing income were as follows:
Three-month periods
ended March 31
2020
2019
Financing expense
Accretion on net retirement benefit obligations
Interest expense on short-term borrowings
Amortization of letter of credit facility costs
Interest expense on lease liabilities
Other

€

€
Financing income
Net gain on certain financial instruments(1)
Other

€
€

(1)

4
4
2
1
11
22

€

(11)
(1)
(12)

€

€

€

4
3
2
1
5
15
(1)
(2)
(3)

Net gains on certain financial instruments classified as FVTP&L, including gains arising from changes in interest rates.
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6.

FINANCIAL INSTRUMENTS

The classification of financial instruments and their carrying amounts were as follows, as at:
FVTP&L
March 31, 2020
Financial assets
Cash and cash equivalents
Trade and other receivables
Other financial assets

€

€
Financial liabilities
Trade and other payables
Other financial liabilities

€
€

December 31, 2019
Financial assets
Cash and cash equivalents
Trade and other receivables
Other financial assets

€

€
Financial liabilities
Trade and other payables
Other financial liabilities

€
€

January 1, 2019
Financial assets
Cash and cash equivalents
Trade and other receivables
Other financial assets

€

€
Financial liabilities
Trade and other payables
Other financial liabilities

€
€

—
—
92
92

FVOCI

€

€

—
35
35

—
—
84
84

n/a
n/a

—
31
31

€

€
€
€

€

€

—
46
46

—
—
84
84

—
—
5
5

Amortized
cost

—
—
5
5

€

n/a
n/a

€

€

€

€

€

—
—
5
5

€

n/a
n/a

€

€

€

329
1,157
45
1,531
2,098
678
2,776

Total
carrying
value Fair value

DDHR

€

€
€
€

481
1,115
47
1,643

€

2,339
320
2,659

€

662
921
13
1,596

€

2,208
227
2,435

€

€

€

€

€

—
—
177
177
—
153
153

€

€
€
€

—
—
69
69

€

—
126
126

€

—
—
111
111

€

—
86
86

€

€

€

€

€

329
1,157
319
1,805

€

329
1,157
319
€ 1,805

2,098
866
2,964

€ 2,098
866
€ 2,964

481
1,115
205
1,801

€

2,339
492
2,831

€ 2,339
492
€ 2,831

662
921
213
1,796

€

662
921
211
€ 1,794

2,208
344
2,552

€ 2,208
344
€ 2,552

481
1,115
205
€ 1,801

n/a: Not applicable
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7.

CONTRACT BALANCES

Contract assets were as follows, as at:
March 31, 2020
Long-term contracts
Production contracts
Cost incurred and recorded margins
Less: advances and progress billings

€

Service contracts
Cost incurred and recorded margins
Less: advances and progress billings
€

8,192
(6,381)
1,811
621
(135)
486
2,297

December 31, 2019

€

€

8,827
(7,106)
1,721
567
(121)
446
2,167

January 1, 2019

€

€

7,740
(5,857)
1,883
413
(56)
357
2,240

Contract liabilities were as follows, as at:
March 31, 2020
Advances and progress billings in excess of longterm contract cost incurred and recorded margin
Other deferred revenues
Of which current

€
€
€

1,844
427
2,271
2,271

December 31, 2019
€
€
€

2,006
429
2,435
2,435

January 1, 2019
€
€
€

1,817
472
2,289
2,289

In connection with certain long-term contracts, Bombardier Transportation enters into arrangements whereby
amounts are received from third-party advance providers in exchange for the rights to customer payments. There
is no recourse to Bombardier Transportation if the customer defaults on its payment obligations assigned to the
third-party advance provider. Amounts received under these arrangements are included as advances and
progress billings in reduction of long-term contracts (production contracts) in contract assets and amounted to
€420 million as at March 31, 2020 (€503 million as at December 31, 2019 and €624 million as at
January 1, 2019). The third-party advance providers could request repayment of these amounts if Bombardier
Transportation fails to perform its contractual obligations such as delivery by a specific date.

8.

INVENTORIES

Inventories were as follows, as at:
Raw material

March 31, 2020
€
150
€
150

December 31, 2019
€
138
€
138

January 1, 2019
€
119
€
119
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9.

OTHER FINANCIAL ASSETS

Other financial assets were as follows, as at:
Derivative financial instruments
Long-term contract receivables
Restricted cash
Investments in securities
Deposits
Other
Of which current
Of which non-current

10.

March 31, 2020
204
82
19
5
5
4
€
319
€
222
97
€
319

December 31, 2019
€
84
89
18
5
5
4
€
205
€
100
105
€
205

January 1, 2019
130
65
6
5
4
3
€
213
€
132
81
€
213

March 31, 2020
170
142
129
127
71
22
4
€
665
€
279
386
€
665

December 31, 2019
€
159
68
141
108
77
24
3
€
580
€
276
304
€
580

January 1, 2019
106
114
195
89
42
24
7
€
577
€
229
348
€
577

€

€

OTHER ASSETS

Other assets were as follows, as at:
Intangible assets other than goodwill
Retirement benefits
Prepaid expenses
Sales tax and other taxes
Income taxes receivable
Deferred financing charges
Other
Of which current
Of which non-current

€

€
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11.

PROVISIONS

Changes in provisions were as follows, for the three-month periods ended March 31:

Balance as at December 31, 2019
Additions
Utilization
Reversals
Effect of foreign currency
exchange rate changes
Balance as at March 31, 2020
Of which current
Of which non-current

Product
warranties
€
248
25
(22)
(1)
(5)
245
245
—
245

€
€
€

Balance as at January 1, 2019
Additions
Utilization
Reversals
Effect of foreign currency
exchange rate changes
Balance as at March 31, 2019
Of which current
Of which non-current

€
€

(2)

€

1
268
268
—
268

Onerous
contracts
€
362
4
(68)
(1)

(2)

(2)

—
82
81
1
82

€
€

Product
warranties
€
285
28
(29)
(17)

€
(1)

Restructuring,
severance
and other
termination
benefits
€
110
4
(23)
(9)

Restructuring,
severance
and other
termination
benefits
€
159
3
(13)
—
€
€
€

—
149
107
42
149

(4)
293
293
—
293

€
€
€

(2)

(2)

Onerous
contracts
€
407
7
(55)
(2)
€
€
€

4
361
361
—
361

€

€
€
€

€

€
€
€

Other
46
2
—
—

(1)

€

—
48
33
15
48

Other
48
1
—
—
1
50
35
15
50

€
€
€

(1)

€

€
€
€

Total
766
35
(113)
(11)
(9)
668
652
16
668

Total
899
39
(97)
(19)
6
828
771
57
828

Includes litigations and claims, as well as environmental liabilities.
See Note 4 – Special items for more details on the additions and reversals related to restructuring charges.

12.

OTHER FINANCIAL LIABILITIES

Other financial liabilities were as follows, as at:
Short-term borrowings
Lease liabilities(1)
Derivative financial instruments
Subordinated loan from the Parent(2)
Other
Of which current
Of which non-current
(1)
(2)

March 31, 2020
375
198
188
101
4
€
866
€
614
252
€
866
€

December 31, 2019
€
—
213
172
100
7
€
492
€
228
264
€
492

January 1, 2019
—
223
117
—
4
€
344
€
156
188
€
344
€

Lease liabilities were reclassified from Other liabilities to Other financial liabilities. Refer to Note 22 - Reclassification.
Unsecured debt, which is mandatory or automatically convertible into non-redeemable share capital of Bombardier Transportation. This
debt may not be enforced against Bombardier Transportation or its assets. This debt from Bombardier Inc. bears interest at 2.50% with a
maturity of May 2023.
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13.

OTHER LIABILITIES

Other liabilities were as follows, as at:
Accruals for long-term contract costs
Employee benefits
Income taxes payable
Other taxes payable
Of which current
Of which non-current

€

€
€
€

(1)

March 31, 2020
354
245
114
40
753
731
22
753

December 31, 2019
€
354
223
159
145
€
881
€
859
22
€
881

(1)

January 1, 2019
387
249
133
156
€
925
€
865
60
€
925
€

Lease liabilities were reclassified from Other liabilities to Other financial liabilities. Refer to Note 22 - Reclassification.

14.

SHARE-BASED PLANS

PSU
The number of PSUs has varied as follows:
Three-month periods
ended March 31
2020
2019
PSU
PSU
40,673,920
38,561,793
6,962
(164,108)
—
322,486
598,072
(1,788,589)
41,278,954
36,931,582

Balance at beginning of period
Transfer(1)
Granted
Forfeited
Balance at end of period
(1)

Represents PSUs of employees transfered from Bombardier Inc. or the Aviation segment to Bombardier Transportation, and vice-versa.

The compensation expense, with respect to the PSU plans, amounted to €2 million during the three-month
periods ended March 31, 2020 (€3 million during the three-month period ended March 31, 2019).
Share option plans
The number of options issued and outstanding to purchase Class B Shares (subordinate voting) has varied as
follows:
Three-month periods
ended March 31
2020
2019
27,852,116
24,714,382
—
535,677
—
(375,720)
—
(2,472,403)
27,852,116
22,401,936

Balance at beginning of period
Granted
Exercised
Forfeited
Balance at end of period

A compensation expense of €1 million was recorded during the three-month periods ended March 31, 2020 with
respect to share option plans (€1 million for the three-month period ended March 31, 2019).
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15.

CREDIT FACILITIES

The minimum liquidity required by the Bombardier Transportation letter of credit and revolving credit facilities was
€750 million. The remaining covenants require a minimum equity and a maximum debt to EBITDA ratio at the end
of each quarter, all calculated based on Bombardier Transportation stand-alone financial data.
The financial covenants under these credit facilities were all met as at March 31, 2020 and December 31, 2019.

16.

NET CHANGE IN NON-CASH BALANCES

Net change in non-cash balances was as follows:

Trade and other receivables
Inventories
Contract assets
Contract liabilities
Other financial assets and liabilities, net
Other assets
Trade and other payables
Provisions
Retirement benefits liability
Other liabilities

€

€

Three-month periods
ended March 31
2020
2019
(45)
€
87
(17)
(6)
(248)
(214)
(91)
(112)
(64)
(22)
(65)
(6)
(203)
(87)
(88)
(78)
82
(39)
(106)
(47)
(845)
€
(524)

Off-balance sheet sale of receivables
In the normal course of its business, Bombardier Transportation has facilities, to which it can sell, without credit
recourse, qualifying receivables. Receivables of €557 million were outstanding under such facilities as at
March 31, 2020 (€809 million as at December 31, 2019 and €799 million as at January 1, 2019). Receivables of
€325 million were sold to these facilities during the three-month period ended March 31, 2020 (€519 million during
the three-month period ended March 31, 2019).
Trade and other payables
Bombardier Transportation negotiated extended payment terms of 240 to 310 days after delivery with certain of its
suppliers. Trade payables with these extended terms totalled €464 million and bore interest at a weighted average
rate of 2.33% as at March 31, 2020 (€488 million and 2.50%, respectively, as at December 31, 2019 and
€474 million and 2.41%, respectively, as at January 1, 2019). Suppliers generally have the right to return to
original payment terms for future payables upon providing a minimum notice period.
Contract balances
See Note 7 - Contract balances for more details regarding arrangements whereby amounts are received from
third-party advance providers in exchange for the rights to customer payments.
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17.

FAIR VALUE OF FINANCIAL INSTRUMENTS

Fair value amounts disclosed in these consolidated financial statements represent Bombardier Transportation’s
estimate of the price at which a financial instrument could be exchanged in a market in an arm’s length
transaction between knowledgeable, willing parties who are under no compulsion to act. They are point-in-time
estimates that may change in subsequent reporting periods due to market conditions or other factors. Fair value is
determined by reference to quoted prices in the principal market for that instrument to which Bombardier
Transportation has immediate access. However, there is no active market for most of Bombardier Transportation’s
financial instruments. In the absence of an active market, Bombardier Transportation determines fair value based
on discounted cash flow models. Fair value determined using valuation models requires the use of assumptions
concerning the amount and timing of estimated future cash flows, discount rates and the creditworthiness of the
borrower. In determining these assumptions, Bombardier Transportation uses primarily external, readily
observable market inputs, including factors such as interest rates, credit ratings, currency rates, and price and
rate volatilities, as applicable. Assumptions or inputs that are not based on observable market data are used when
external data are unavailable. These calculations represent management’s best estimates. Since they are based
on estimates, the fair values may not be realized in an actual sale or immediate settlement of the instruments.
Methods and assumptions
The methods and assumptions used to measure fair value for items recorded at FVTP&L and FVOCI are as follows:
Long-term contract receivables – Bombardier Transportation uses discounted cash flow analysis to estimate the
fair value using market data for interest rates.
Derivative financial instruments – Fair value of derivative financial instruments generally reflects the estimated
amounts that Bombardier Transportation would receive to sell favourable contracts i.e. taking into consideration
the counterparty credit risk, or pays to transfer unfavourable contracts i.e. taking into consideration Bombardier
Transportation’s credit risk, at the reporting dates. Bombardier Transportation uses discounted cash flow analysis
and market data such as interest rates, credit spreads and foreign exchange spot rate to estimate the fair value of
forward agreements.
The methods and assumptions used to measure fair value for items recorded at amortized cost are as follows:
Financial instruments whose carrying value approximates fair value – The fair values of cash and cash
equivalents, trade and other receivables, restricted cash, loans, deposits and other financial assets, trade and
other payables, and other financial liabilities measured at amortized cost, approximate their carrying value due to
the short-term maturities of these instruments, because they bear variable interest-rate or because the terms and
conditions are comparable to current market terms and conditions for similar items.
Fair value hierarchy
The following table presents financial assets and financial liabilities measured at fair value on a recurring basis
categorized using the fair value hierarchy as follows:
• quoted prices (unadjusted) in active markets for identical assets or liabilities (Level 1);
• inputs from observable markets other than quoted prices included in Level 1, including indirectly observable
data (Level 2); and
• inputs for the asset or liability that are not based on observable market data (Level 3).
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Assessing the significance of a particular input to the fair value measurement in its entirety requires judgment.
The fair value of financial assets and liabilities by level of hierarchy was as follows, as at March 31, 2020:
Total
Financial assets
Derivative financial instruments(1)
Investments in securities
Long-term contract receivable

€

Financial liabilities
Derivative financial instruments(1)
(1)

€

204
5
65
274

€
€

(188)
(188)

Level 1
€

€

—
—
—
—

€
€

—
—

Level 2
€

Level 3

€

204
5
65
274

€

€

—
—
—
—

€
€

(188)
(188)

€
€

—
—

Derivative financial instruments consist of forward foreign exchange contracts and embedded derivatives.

18.

INVESTMENTS IN JOINT VENTURES AND ASSOCIATES

Bombardier Transportation’s pro rata share of assets and liabilities of its material associate, of other non-material
associates and joint ventures was as follows:
March 31, 2020

Cash and cash equivalents
Other current assets
Non-current assets
Current liabilities
Non-current liabilities

€
€
€
€
€

BST
161
389
133
378
—

(1)

€
€
€
€
€

Other
48
53
180
105
153

Joint ventures
€
96
€
314
€
36
€
278
€
5

€
€
€
€
€

Total
305
756
349
761
158

December 31, 2019

Cash and cash equivalents
Other current assets
Non-current assets
Current liabilities
Non-current liabilities

€
€
€
€
€

BST
207
397
133
436
—

€
€
€
€
€

Other(1)
43
44
182
92
153

Joint ventures
€
120
€
286
€
36
€
275
€
5

€
€
€
€
€

Total
370
727
351
803
158
January 1, 2019

Cash and cash equivalents
Other current assets
Non-current assets
Current liabilities
Non-current liabilities
(1)

€
€
€
€
€

BST
235
362
134
460
—

€
€
€
€
€

Other(1)
36
27
43
79
7

Joint ventures
€
63
€
268
€
19
€
202
€
11

€
€
€
€
€

Total
334
657
196
741
18

Other represents our pro rata share of assets and liabilities of non material associates.
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19.

TRANSACTIONS WITH RELATED PARTIES

Bombardier Transportation’s related parties are Bombardier Inc. and affiliate companies of the Aviation segment
and CDPQ. In addition, Bombardier Transportation buys and sells products and services on arm’s length terms
with some of its joint ventures and associates in the ordinary course of business. The following table presents the
portion of these transactions that is attributable to affiliated companies as well as to the interests of the other
venturers, and transaction with associates:
Three-month periods
ended March 31
2020
2019
Aviation segment
Revenues
Bombardier Inc.
SG&A
Joint ventures
Revenues
Purchase of products and services, and other expenses
Associates
Purchase of products and services, and other expenses

€

—

€

1

€

18

€

14

€

7
7

€

9
11

€

—

€

4

The following table presents Bombardier Transportation’s outstanding balances, as at:
March 31, 2020
Aviation segment
Receivables
Payables
Bombardier Inc.
Receivables
Payables
Subordinated loan from the Parent(1)
Joint ventures
Receivables
Payables
Advances and progress billings in excess of
related costs
Associates
Receivables
Other financial assets
Payables
(1)

December 31, 2019

January 1, 2019

€

2
59

€

4
54

€

2
10

€

—
115
101

€

1
99
100

€

7
30
—

€

18
15

€

22
12

€

14
3

7
€

3
80
2

5
€

3
68
2

10
€

3
20
2

See Note 12 - Other financial liabilities for more details.

Bombardier Inc. provides, on behalf of Bombardier Transportation:
•

A credit guarantee of lease payments amounting to €43 million as at March 31, 2020, in connection with the
sale of certain rail equipment (€42 million as at December 31, 2019 and €41 million as at January 1, 2019).
This guarantee matures in 2025 and relates to one customer.

Bombardier Transportation has recorded an amortization expense in the amount of €8 million for PCG for the
three-month period ended March 31, 2020 (€9 million for the three-month period ended March 31, 2019).
During the three-month period ended March 31, 2020, BT Holdco made a capital injection of €350 million in
Bombardier Transportation following the capital injection of CDPQ in BT Holdco of €350 million in consideration
for the issuance of additional convertible shares. These additional convertible shares are redeemable at the
option of BT Holdco and otherwise having substantially the same terms as the previously issued convertible
shares held by CDPQ. Bombardier Inc. did not participate in the capital injection. As such, the equity ownership
percentage of Bombardier Inc. and of CDPQ in BT Holdco is 63.66% and 36.34%, respectively.
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20.

COMMITMENTS AND CONTINGENCIES

The table below presents the maximum potential exposure for each major group of exposure, as at:
Credit

€

March 31, 2020
43

December 31, 2019
€
42

€

January 1, 2019
41

Litigation
In the normal course of operations, Bombardier Transportation is a defendant in certain legal proceedings before
various courts or other tribunals including in relation to product liability and contractual disputes with customers
and other third parties. Bombardier Transportation’s approach is to vigorously defend its position in these
matters.
While Bombardier Transportation cannot predict the final outcome of all legal proceedings pending as at
March 31, 2020, based on information currently available, management believes that the resolution of these legal
proceedings will not have a material adverse effect on its financial position.
Sweden
Since the fourth quarter of 2016, the Swedish police authorities have been conducting an investigation in relation
to allegations concerning a 2013 contract for the supply of signalling equipment and services to Azerbaijan
Railways ADY (the “ADY Contract”). In October 2016, Bombardier Transportation launched an internal review into
the allegations which is conducted by external forensic advisors, under the supervision of the General Counsel
and external counsel. Both the investigation and the internal review are on-going. On August 18, 2017, charges
were laid against a then employee of the Swedish subsidiary of Bombardier Transportation for aggravated bribery
and, alternatively, influence trafficking. The trial on these charges took place from August 29 to
September 20, 2017. No charges were laid against the subsidiary of Bombardier Transportation. In a decision
rendered on October 11, 2017, the then employee was acquitted of all charges. The decision was appealed
regarding all charges on October 25, 2017 by the Prosecution Authority. On June 19, 2019, the Prosecution
Authority confirmed that the acquittal on charge of influence trafficking is no longer being appealed; accordingly,
this acquittal on this charge stands as a final judgment. The case is still pending with the Swedish Court of Appeal
with a likely scenario that the Swedish Court of Appeal will set a date for the appeal trial.
The ADY Contract is being audited by the World Bank Group pursuant to its contractual audit rights. The audit is
on-going. Bombardier Transportation’s policy is to comply with all applicable laws and it is cooperating to the
extent possible with the investigation and the audit.
As reported publicly in the media, on November 15, 2018, the World Bank Integrity Vice Presidency (“INT”) issued
a ‘show cause’ letter to Bombardier, outlining INT’s position regarding alleged collusion, corruption, fraud and
obstruction in the ADY Contract. Bombardier Transportation was invited to respond to these preliminary findings
and has done so. As the World Bank’s audit process is governed by strict confidentiality requirements,
Bombardier Transportation can only reiterate that it strongly disagrees with the allegations and preliminary
conclusions contained in the letter.
On February 10, 2020 counsel assisting Bombardier Inc. with the World Bank Group audit received a letter from
the U.S. Department of Justice (the “DOJ”) requesting the communication of documents and information
regarding the ADY Contract. Bombardier Inc. is cooperating with the DOJ’s ongoing requests and is currently
providing documents and information in response to same.
Bombardier Transportation’s internal review about the reported allegations regarding the ADY project is on-going
but based on information known to Bombardier Transportation at this time, there is no evidence that suggests a
corrupt payment was made or offered to a public official or that any other criminal activity involving Bombardier
Transportation took place.
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In connection with this on-going review, Bombardier Transportation has requested information and documents
from the World Bank’s audit and continues to wait for such information and documents.
Investigation in Brazil
On March 20, 2014, Bombardier Transportation Brasil Ltda (“BT Brazil”), a subsidiary of Bombardier
Transportation, received notice that it was among the 18 companies and over 100 individuals named in
administrative proceedings initiated by governmental authorities in Brazil, including the Administrative Council for
Economic Protection (“CADE”), and the Sao Paulo Public Prosecutor’s office, following previously disclosed
investigations carried on by such governmental authorities with respect to allegations of cartel activity in the public
procurement of railway equipment and the construction and maintenance of railway lines in Sao Paulo and other
areas. Since the service of process in 2014 on BT Brazil, the competition authority has decided to detach the
proceedings against 43 individuals whom it claims to have been difficult to serve process and has also issued
additional technical notes dealing with various procedural objections raised by the defendant corporations and
individuals. BT Brazil unsuccessfully contested before the courts both the decision to detach the proceedings
against these 43 individuals and decisions by CADE restricting physical access to some of the forensic evidence.
As a result of the administrative proceedings initiated by CADE in 2014, BT Brazil became a party as defendant to
legal proceedings brought by the Sao Paulo State prosecution service against it and other companies for alleged
‘administrative improbity’ in relation to refurbishment contracts awarded in 2009 by the Sao Paulo metro operator
CMSP and for ‘cartel’ in relation to a five year-maintenance contract with the Sao Paulo urban transit operator
CPTM signed in 2002. In September 2015, the prosecution service of Sao Paulo announced a second public civil
action for ‘cartel’ in relation to the follow-on five year maintenance contract covering the period 2007 to 2012. In
addition, BT Brazil was served notice and joined in December 2014 a civil suit as co-defendant first commenced
by the Sao Paulo state government against Siemens AG in the fall of 2013 and with which the State government
seeks to recover loss for alleged cartel activities.
Companies found to have engaged in unlawful cartel conduct are subject to administrative fines, state actions for
repayment of overcharges and potentially disqualification for a certain period. Bombardier Transportation and BT
Brazil continue to cooperate with investigations relating to the administrative proceedings and intend to defend
themselves vigorously.
In December 2018, the Superintendent-General of CADE filed a formal opinion finding BT Brazil had engaged in
anti-competitive behaviour. On February 18, 2019, CADE’s Attorney General issued its opinion, substantially
supporting the General Superintendence’s recommendations. On June 20, 2019, the Brazil Superior Court of
Justice granted an extraordinary recourse brought by CADE to overcome the effects of certain injunctions
instituted by the defendants (including BT Brazil) and the matter was added to the following plenary session of the
CADE Board, a quasi-judicial competition tribunal. On July 8, 2019, the CADE Board issued a bench ruling
supporting the Superintendent-General of CADE’s formal opinion filed in December 2018. This opinion found all
the defendants (including BT Brazil) had engaged in anti-competitive behaviour and recommended the conviction
of all the investigated parties. In the case of BT Brazil, the conviction includes a fine of 22 million Brazilian Real
($6 million), but no debarment. BT Brazil was not declared ineligible to participate in future public bids.
In parallel with the proceedings described above, Bombardier Transportation conducted an internal review to
determine whether any kind of anti-competitive conduct had occurred. This review did not reveal any evidence of
participation in an illicit agreement to allocate markets and influence the outcome of competitive bidding
procedures as alleged by the competition authority.
Bombardier Transportation strongly disagrees with the conclusions of the CADE Board and BT Brazil has
commenced the requisite steps to contest its decision before tribunals of competent jurisdiction and continues to
vigorously defend itself against the allegations.
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Transnet
Bombardier Transportation learned through various media reports of the appointment of a Judicial Commission of
Inquiry into Allegations of State Capture, Corruption and Fraud in the Public Sector, including organs of state (the
“Zondo Commission”) for which the terms of reference were published by presidential proclamation on
January 25, 2018. Before and after the creation of the Zondo Commission, the media reported allegations of
irregularities with respect to multiple procurements regarding the supply of 1,064 locomotives by South African
train operator Transnet Freight Rail. On September 7, 2018, Bombardier Transportation South Africa (Pty.) Ltd.
(“BTSA”) was informed that the Special Investigation Unit (“SIU”), a forensic investigation agency under the
Department of Justice in South Africa, had opened an investigation with respect to the acquisition of the 1064
locomotives by Transnet, in 2014.
On February 4, 2019, BTSA submitted a confidential written statement with supporting documents that sets out its
position on public allegations and requested the opportunity to publicly present evidence to the Zondo
Commission. The Zondo Commission has reviewed the submission and related documents. In December 2019,
BTSA has made a further submission including affidavits. In June 2019, BTSA was requested by SIU to provide
information and explanation about the costs of the relocation to Durban. Although the written statement previously
communicated to the Zondo Commission could not be shared with SIU, BTSA did provide SIU with the
information in its possession regarding the relocation as well as explanation about the costs for same.
Bombardier Transportation is conducting an internal review into the allegations by external advisors under the
supervision of counsel. The review is still ongoing but based on information known to Bombardier Transportation
at this time, there is no reason to believe that Bombardier Transportation has been involved in any wrongdoing
with respect to the procurement by Transnet of 240 TRAXX locomotives from Bombardier Transportation.
Contrary to what has been reported by the media, the contract is still in full force and continues to be executed.
Spain
In December 2017, the Spanish Competition Authority (“CNMC”) conducted an inspection at the offices of
Bombardier European Investments, S.L.U. (“BEI”) in Madrid. According to the Inspection Order, CNMC’s
inspection follows information it learned about possible irregularities in public tenders with the Railway
Infrastructures Administrator (“ADIF”). On January 2, 2018, BEI received an information request from the CNMC
regarding the legal and operational organization of BEI. BEI is cooperating with the authorities to the extent
possible and responded to the information request. There are currently no charges nor allegations that BEI
breached any law.
On August 28, 2018, BEI was informed that the CNMC was opening formal proceedings against eight competing
companies active on the Spanish signalling equipment market and four directors, including BEI and its parent
company, Bombardier Transportation (Global Holding) UK Limited. No Bombardier directors were named. The
inclusion of the parent company is typical of European competition authorities at the early stage of the
proceedings. The delays for CNMC to adopt a final decision on the case are currently suspended pending various
appeals (including by BEI) filed in relation to various decisions rendered by CNMC regarding the involvement into
the file of the public client ADIF.
Bombardier Transportation's policy is to comply with all applicable laws, including antitrust and competition laws.
In light of the early stage of the preliminary investigation, management is unable to predict its duration or
outcome, including whether any operating division of Bombardier Transportation could be found liable for any
violation of law or the extent of any fine, if found to be liable.
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21.

TRANSACTION

On February 17, 2020, Bombardier Inc. (Bombardier) signed a Memorandum of Understanding (MOU) with
Alstom SA and CDPQ for the sale of the Transportation business to Alstom. Under the contemplated transaction,
Bombardier and CDPQ would sell their interests in Transportation to Alstom on the basis of an enterprise value of
approximately €7.45 billion.
Pursuant to the requirements of French law, Alstom and Bombardier have initiated Works Councils information
and consultation procedures prior to the signing of the transaction documents. Accordingly, and consistent with
customary practice in France, Alstom, Bombardier and CDPQ reached an agreement in principle on the main
terms of the transaction and entered into the MOU prior to announcing the proposed transaction. The MOU
organizes the information and consultation process by Bombardier and Alstom of their respective Works Councils
and contains exclusive commitments by both parties. This process is ongoing and is anticipated to conclude in the
summer 2020. Thereafter and subject to the views of the works councils the parties would expect to enter into the
formal share purchase agreement.
On July 9, 2020, the Corporation confirmed its support of the commitments announced by Alstom to address
potential concerns raised by the European Commission in relation to Alstom’s acquisition of the Bombardier
Transportation business, including the disposition of certain assets currently held by Bombardier Transportation.
Commitments to be submitted to the European Commission include:
•
•
•

A transfer of Bombardier Transportation’s contribution to the V300 ZEFIRO very high-speed train platform;
The divestment of Bombardier Transportation TALENT 3 mainline train platform and dedicated production
facilities located within the Hennigsdorf site in Germany; and
Providing access to certain interfaces and products for some of Bombardier Transportation’s Signalling
On-Board Units and Train Control Management Systems (TCMS).

These proposed commitments are subject to the European Commission’s approval, and any disposition will be
done in compliance with all required social processes and consultations with appropriate employee representative
bodies.
On July 31, 2020, the European Commission provided conditional approval of the sale of Bombardier
Transportation to Alstom, a significant milestone in obtaining the necessary regulatory approvals to complete the
transaction. Bombardier and Alstom continue to work together to obtain the remaining approvals and complete the
Works Councils consultations required prior to executing the definitive sales agreement, which is now expected to
occur in September 2020.
The closing of this transaction is conditioned on certain events occurring, including without limitation the receipt of
necessary regulatory approvals, the execution of definitive documentation, receipt of Alstom shareholder approval
in respect of the required capital increase and completion of relevant works council consultations discussed
above.

22.

RECLASSIFICATION

Comparative figures have been reclassified to conform to the presentation adopted in the current period for lease
liabilities, which resulted in a reclassification from other liabilities to other financial liabilities.

23.

EVENT AFTER THE REPORTING DATE

The Board of Directors approved the consolidated financial statements of Bombardier Transportation for the
three- and six-months ended June 30, 2020 on August 14, 2020. During the three-month period ended June 30,
2020, Bombardier Transportation updated project estimates leading to a charge of €395 million largely related to
incremental engineering, certification and retrofit costs associated with a number of late-stage projects mainly in
the U.K. and Germany. These updated project estimates are non-adjusting subsequent events for the three-month
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period ended March 31, 2020 consolidated financial statements since they are indicative of conditions that arose
after the end of the reporting period.
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[Translator's notes are in square brackets]

General Engagement Terms
for

Wirtschaftsprüfer and Wirtschaftsprüfungsgesellschaften
[German Public Auditors and Public Audit Firms]
as of January 1, 2017

1. Scope of application

6. Distribution of a German Public Auditor‘s professional statement

(1) These engagement terms apply to contracts between German Public
Auditors
(Wirtschaftsprüfer)
or
German
Public
Audit
Firms
(Wirtschaftsprüfungsgesellschaften) – hereinafter collectively referred to as
”German Public Auditors” – and their engaging parties for assurance
services, tax advisory services, advice on business matters and other
engagements except as otherwise agreed in writing or prescribed by a
mandatory rule.

(1) The distribution to a third party of professional statements of the German Public Auditor (results of work or extracts of the results of work whether in draft or in a final version) or information about the German Public
Auditor acting for the engaging party requires the German Public Auditor’s
written consent, unless the engaging party is obligated to distribute or
inform due to law or a regulatory requirement.

(2) Third parties may derive claims from contracts between German Public
Auditors and engaging parties only when this is expressly agreed or results
from mandatory rules prescribed by law. In relation to such claims, these
engagement terms also apply to these third parties.

(2) The use by the engaging party for promotional purposes of the German
Public Auditor’s professional statements and of information about the
German Public Auditor acting for the engaging party is prohibited.

7. Deficiency rectification
2. Scope and execution of the engagement
(1) Object of the engagement is the agreed service – not a particular
economic result. The engagement will be performed in accordance with the
German Principles of Proper Professional Conduct (Grundsätze ordnungsmäßiger Berufsausübung). The German Public Auditor does not
assume any management functions in connection with his services. The
German Public Auditor is not responsible for the use or implementation of
the results of his services. The German Public Auditor is entitled to make
use of competent persons to conduct the engagement.
(2) Except for assurance engagements (betriebswirtschaftliche Prüfungen),
the consideration of foreign law requires an express written agreement.
(3) If circumstances or the legal situation change subsequent to the release
of the final professional statement, the German Public Auditor is not obligated to refer the engaging party to changes or any consequences resulting therefrom.

3. The obligations of the engaging party to cooperate
(1) The engaging party shall ensure that all documents and further information necessary for the performance of the engagement are provided to
the German Public Auditor on a timely basis, and that he is informed of all
events and circumstances that may be of significance to the performance
of the engagement. This also applies to those documents and further
information, events and circumstances that first become known during the
German Public Auditor’s work. The engaging party will also designate
suitable persons to provide information.
(2) Upon the request of the German Public Auditor, the engaging party
shall confirm the completeness of the documents and further information
provided as well as the explanations and statements, in a written statement
drafted by the German Public Auditor.

4. Ensuring independence
(1) The engaging party shall refrain from anything that endangers the
independence of the German Public Auditor’s staff. This applies throughout
the term of the engagement, and in particular to offers of employment or to
assume an executive or non-executive role, and to offers to accept engagements on their own behalf.
(2) Were the performance of the engagement to impair the independence
of the German Public Auditor, of related firms, firms within his network, or
such firms associated with him, to which the independence requirements
apply in the same way as to the German Public Auditor in other engagement relationships, the German Public Auditor is entitled to terminate the
engagement for good cause.

5. Reporting and oral information
To the extent that the German Public Auditor is required to present results
in writing as part of the work in executing the engagement, only that written
work is authoritative. Drafts are non-binding. Except as otherwise agreed,
oral statements and explanations by the German Public Auditor are binding
only when they are confirmed in writing. Statements and information of the
German Public Auditor outside of the engagement are always non-binding.

(1) In case there are any deficiencies, the engaging party is entitled to
specific subsequent performance by the German Public Auditor. The
engaging party may reduce the fees or cancel the contract for failure of
such subsequent performance, for subsequent non-performance or unjustified refusal to perform subsequently, or for unconscionability or impossibility of subsequent performance. If the engagement was not commissioned
by a consumer, the engaging party may only cancel the contract due to a
deficiency if the service rendered is not relevant to him due to failure of
subsequent performance, to subsequent non-performance, to unconscionability or impossibility of subsequent performance. No. 9 applies to the
extent that further claims for damages exist.
(2) The engaging party must assert a claim for the rectification of deficiencies in writing (Textform) [Translators Note: The German term “Textform”
means in written form, but without requiring a signature] without delay.
Claims pursuant to paragraph 1 not arising from an intentional act expire
after one year subsequent to the commencement of the time limit under the
statute of limitations.
(3) Apparent deficiencies, such as clerical errors, arithmetical errors and
deficiencies associated with technicalities contained in a German Public
Auditor’s professional statement (long-form reports, expert opinions etc.)
may be corrected – also versus third parties – by the German Public
Auditor at any time. Misstatements which may call into question the results
contained in a German Public Auditor’s professional statement entitle the
German Public Auditor to withdraw such statement – also versus third
parties. In such cases the German Public Auditor should first hear the
engaging party, if practicable.

8. Confidentiality towards third parties, and data protection
(1) Pursuant to the law (§ [Article] 323 Abs 1 [paragraph 1] HGB [German
Commercial Code: Handelsgesetzbuch], § 43 WPO [German Law regulating the Profession of Wirtschaftsprüfer: Wirtschaftsprüferordnung], § 203
StGB [German Criminal Code: Strafgesetzbuch]) the German Public
Auditor is obligated to maintain confidentiality regarding facts and circumstances confided to him or of which he becomes aware in the course of his
professional work, unless the engaging party releases him from this confidentiality obligation.
(2) When processing personal data, the German Public Auditor will observe
national and European legal provisions on data protection.

9. Liability
(1) For legally required services by German Public Auditors, in particular
audits, the respective legal limitations of liability, in particular the limitation
of liability pursuant to § 323 Abs. 2 HGB, apply.
(2) Insofar neither a statutory limitation of liability is applicable, nor an
individual contractual limitation of liability exists, the liability of the German
Public Auditor for claims for damages of any other kind, except for damages resulting from injury to life, body or health as well as for damages that
constitute a duty of replacement by a producer pursuant to § 1 ProdHaftG
[German Product Liability Act: Produkthaftungsgesetz], for an individual
case of damages caused by negligence is limited to € 4 million pursuant to
§ 54 a Abs. 1 Nr. 2 WPO.
(3) The German Public Auditor is entitled to invoke demurs and defenses
based on the contractual relationship with the engaging party also towards
third parties.
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(4) When multiple claimants assert a claim for damages arising from an
existing contractual relationship with the German Public Auditor due to the
German Public Auditor’s negligent breach of duty, the maximum amount
stipulated in paragraph 2 applies to the respective claims of all claimants
collectively.
(5) An individual case of damages within the meaning of paragraph 2 also
exists in relation to a uniform damage arising from a number of breaches of
duty. The individual case of damages encompasses all consequences from
a breach of duty regardless of whether the damages occurred in one year
or in a number of successive years. In this case, multiple acts or omissions
based on the same source of error or on a source of error of an equivalent
nature are deemed to be a single breach of duty if the matters in question
are legally or economically connected to one another. In this event the
claim against the German Public Auditor is limited to € 5 million. The
limitation to the fivefold of the minimum amount insured does not apply to
compulsory audits required by law.
(6) A claim for damages expires if a suit is not filed within six months
subsequent to the written refusal of acceptance of the indemnity and the
engaging party has been informed of this consequence. This does not
apply to claims for damages resulting from scienter, a culpable injury to life,
body or health as well as for damages that constitute a liability for replacement by a producer pursuant to § 1 ProdHaftG. The right to invoke a plea
of the statute of limitations remains unaffected.

(6) Work relating to special individual issues for income tax, corporate tax,
business tax, valuation assessments for property units, wealth tax, as well
as all issues in relation to sales tax, payroll tax, other taxes and dues
requires a separate engagement. This also applies to:
a)

work on non-recurring tax matters, e.g. in the field of estate tax, capital
transactions tax, and real estate sales tax;

b)

support and representation in proceedings before tax and administrative courts and in criminal tax matters;

c)

advisory work and work related to expert opinions in connection with
changes in legal form and other re-organizations, capital increases
and reductions, insolvency related business reorganizations, admission and retirement of owners, sale of a business, liquidations and the
like, and

d)

support in complying with disclosure and documentation obligations.

(7) To the extent that the preparation of the annual sales tax return is
undertaken as additional work, this includes neither the review of any
special accounting prerequisites nor the issue as to whether all potential
sales tax allowances have been identified. No guarantee is given for the
complete compilation of documents to claim the input tax credit.

12. Electronic communication
10. Supplementary provisions for audit engagements
(1) If the engaging party subsequently amends the financial statements or
management report audited by a German Public Auditor and accompanied
by an auditor's report, he may no longer use this auditor’s report.
If the German Public Auditor has not issued an auditor's report, a reference
to the audit conducted by the German Public Auditor in the management
report or any other public reference is permitted only with the German
Public Auditor’s written consent and with a wording authorized by him.
(2) lf the German Public Auditor revokes the auditor's report, it may no
longer be used. lf the engaging party has already made use of the auditor's
report, then upon the request of the German Public Auditor he must give
notification of the revocation.
(3) The engaging party has a right to five official copies of the report.
Additional official copies will be charged separately.

11. Supplementary provisions for assistance in tax matters
(1) When advising on an individual tax issue as well as when providing
ongoing tax advice, the German Public Auditor is entitled to use as a
correct and complete basis the facts provided by the engaging party –
especially numerical disclosures; this also applies to bookkeeping engagements. Nevertheless, he is obligated to indicate to the engaging party
any errors he has identified.
(2) The tax advisory engagement does not encompass procedures required
to observe deadlines, unless the German Public Auditor has explicitly
accepted a corresponding engagement. In this case the engaging party
must provide the German Public Auditor with all documents required to
observe deadlines – in particular tax assessments – on such a timely basis
that the German Public Auditor has an appropriate lead time.

Communication between the German Public Auditor and the engaging
party may be via e-mail. In the event that the engaging party does not wish
to communicate via e-mail or sets special security requirements, such as
the encryption of e-mails, the engaging party will inform the German Public
Auditor in writing (Textform) accordingly.

13. Remuneration
(1) In addition to his claims for fees, the German Public Auditor is entitled to
claim reimbursement of his expenses; sales tax will be billed additionally.
He may claim appropriate advances on remuneration and reimbursement
of expenses and may make the delivery of his services dependent upon the
complete satisfaction of his claims. Multiple engaging parties are jointly and
severally liable.
(2) If the engaging party is not a consumer, then a set-off against the
German Public Auditor’s claims for remuneration and reimbursement of
expenses is admissible only for undisputed claims or claims determined to
be legally binding.

14. Dispute Settlement
The German Public Auditor is not prepared to participate in dispute settlement procedures before a consumer arbitration board (Verbraucherschlichtungsstelle) within the meaning of § 2 of the German Act on Consumer
Dispute Settlements (Verbraucherstreitbeilegungsgesetz).

15. Applicable law
The contract, the performance of the services and all claims resulting
therefrom are exclusively governed by German law.

(3) Except as agreed otherwise in writing, ongoing tax advice encompasses
the following work during the contract period:
a)

preparation of annual tax returns for income tax, corporate tax and
business tax, as well as wealth tax returns, namely on the basis of the
annual financial statements, and on other schedules and evidence
documents required for the taxation, to be provided by the engaging
party

b)

examination of tax assessments in relation to the taxes referred to in
(a)

c)

negotiations with tax authorities in connection with the returns and
assessments mentioned in (a) and (b)

d)

support in tax audits and evaluation of the results of tax audits with
respect to the taxes referred to in (a)

e)

participation in petition or protest and appeal procedures with respect
to the taxes mentioned in (a).

In the aforementioned tasks the German Public Auditor takes into account
material published legal decisions and administrative interpretations.
(4) If the German Public auditor receives a fixed fee for ongoing tax advice,
the work mentioned under paragraph 3 (d) and (e) is to be remunerated
separately, except as agreed otherwise in writing.
(5) Insofar the German Public Auditor is also a German Tax Advisor and
the German Tax Advice Remuneration Regulation (Steuerberatungsvergütungsverordnung) is to be applied to calculate the remuneration, a greater
or lesser remuneration than the legal default remuneration can be agreed
in writing (Textform).
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Annex 8.D. :

Bombardier Transportation (Global Holding) UK Limited’s
interim financial statements for the six months ended 30 June 2020,
with the limited review report of Bombardier Transportation (Global Holding) UK Limited’s
statutory auditor on those financial statements

Dieser Prüfungsbericht richtet sich - unbeschadet eines etwaigen, gesetzlich begründeten Rechts Dritter zum Empfang
oder zur Einsichtnahme - ausschließlich an Organe des Unternehmens. Soweit nicht im Rahmen der
Auftragsvereinbarung zwischen dem Unternehmen und der Ernst & Young GmbH WPG ausdrücklich erlaubt, ist eine
Weitergabe der vorliegenden elektronischen Kopie an Dritte nicht gestattet.
Im Hinblick auf die Anforderungen von § 321 Abs. 5 Satz 1 HGB tritt die elektronische Fassung nicht an die Stelle,
sondern neben die Papierfassung im Sinne einer elektronischen Kopie.
Notwithstanding any statutory right of third parties to receive or inspect it, this audit report is addressed exclusively
to the governing bodies of the Company. The digital copy may not be distributed to third parties unless such distribution
is expressly permitted under the terms of engagement agreed between the Company and Ernst & Young GmbH WPG.
Considering the requirements of Sec. 321 (5) Sentence 1 HGB, the electronic version does not replace the hardcopy
but is prepared in addition to it and is an electronic copy thereof.

Bombardier Transportation (Global Holding)
UK Limited
London
Condensed Interim Financial Statements
for the three- and six-month periods ended June 30, 2020
Ernst & Young GmbH
Wirtschaftsprüfungsgesellschaft
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Report on Review of Condensed Interim Consolidated Financial Statements

To Bombardier Transportation (Global Holding) UK Limited
Introduction
We have reviewed the accompanying condensed interim consolidated financial
statements of Bombardier Transportation (Global Holding) UK Limited, London as at
June 30, 2020 and the related interim statements of income, comprehensive income,
changes in equity and cash flows for the three- and six-month periods then ended, and
explanatory notes. Management is responsible for the preparation and fair
presentation of this interim financial information in accordance with the International
Accounting Standard (IAS 34), Interim Financial Reporting, as issued by the IASB. Our
responsibility is to express a conclusion on this interim financial information based on
our review.
Scope of review
We conducted our review in accordance with International Standard on Review
Engagements 2410, ‘Review of Interim Financial Information Performed by the
Independent Auditor of the Entity‘. A review of interim financial information consists
of making inquiries, primarily of persons responsible for financial and accounting
matters, and applying analytical and other review procedures. A review is substantially
less in scope than an audit conducted in accordance with International Standards on
Auditing. Consequently, it does not enable us to obtain assurance that we would
become aware of all significant matters that might be identified in an audit.
Accordingly, we do not express an audit opinion.
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Conclusion
Based on our review, nothing has come to our attention that causes us to believe that
the accompanying interim financial statements do not present fairly, in all material
aspects the financial position of Bombardier Transportation (Global Holding) UK
Limited, London, as at June 30, 2020, and of its financial performance and its cash
flows for the three-and six-month periods then ended in accordance with the
International Accounting Standard (IAS 34), Interim Financial Reporting, as issued by
the IASB.
Berlin, 14 August 2020
Ernst & Young GmbH
Wirtschaftsprüfungsgesellschaft

Canzler
Wirtschaftsprüfer
[German Public Auditor]

Beckers
Wirtschaftsprüfer
[German Public Auditor]
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[Translator's notes are in square brackets]

General Engagement Terms
for

Wirtschaftsprüfer and Wirtschaftsprüfungsgesellschaften
[German Public Auditors and Public Audit Firms]
as of January 1, 2017

1. Scope of application

6. Distribution of a German Public Auditor‘s professional statement

(1) These engagement terms apply to contracts between German Public
Auditors
(Wirtschaftsprüfer)
or
German
Public
Audit
Firms
(Wirtschaftsprüfungsgesellschaften) – hereinafter collectively referred to as
”German Public Auditors” – and their engaging parties for assurance
services, tax advisory services, advice on business matters and other
engagements except as otherwise agreed in writing or prescribed by a
mandatory rule.

(1) The distribution to a third party of professional statements of the German Public Auditor (results of work or extracts of the results of work whether in draft or in a final version) or information about the German Public
Auditor acting for the engaging party requires the German Public Auditor’s
written consent, unless the engaging party is obligated to distribute or
inform due to law or a regulatory requirement.

(2) Third parties may derive claims from contracts between German Public
Auditors and engaging parties only when this is expressly agreed or results
from mandatory rules prescribed by law. In relation to such claims, these
engagement terms also apply to these third parties.

(2) The use by the engaging party for promotional purposes of the German
Public Auditor’s professional statements and of information about the
German Public Auditor acting for the engaging party is prohibited.

7. Deficiency rectification
2. Scope and execution of the engagement
(1) Object of the engagement is the agreed service – not a particular
economic result. The engagement will be performed in accordance with the
German Principles of Proper Professional Conduct (Grundsätze ordnungsmäßiger Berufsausübung). The German Public Auditor does not
assume any management functions in connection with his services. The
German Public Auditor is not responsible for the use or implementation of
the results of his services. The German Public Auditor is entitled to make
use of competent persons to conduct the engagement.
(2) Except for assurance engagements (betriebswirtschaftliche Prüfungen),
the consideration of foreign law requires an express written agreement.
(3) If circumstances or the legal situation change subsequent to the release
of the final professional statement, the German Public Auditor is not obligated to refer the engaging party to changes or any consequences resulting therefrom.

3. The obligations of the engaging party to cooperate
(1) The engaging party shall ensure that all documents and further information necessary for the performance of the engagement are provided to
the German Public Auditor on a timely basis, and that he is informed of all
events and circumstances that may be of significance to the performance
of the engagement. This also applies to those documents and further
information, events and circumstances that first become known during the
German Public Auditor’s work. The engaging party will also designate
suitable persons to provide information.
(2) Upon the request of the German Public Auditor, the engaging party
shall confirm the completeness of the documents and further information
provided as well as the explanations and statements, in a written statement
drafted by the German Public Auditor.

4. Ensuring independence
(1) The engaging party shall refrain from anything that endangers the
independence of the German Public Auditor’s staff. This applies throughout
the term of the engagement, and in particular to offers of employment or to
assume an executive or non-executive role, and to offers to accept engagements on their own behalf.
(2) Were the performance of the engagement to impair the independence
of the German Public Auditor, of related firms, firms within his network, or
such firms associated with him, to which the independence requirements
apply in the same way as to the German Public Auditor in other engagement relationships, the German Public Auditor is entitled to terminate the
engagement for good cause.

5. Reporting and oral information
To the extent that the German Public Auditor is required to present results
in writing as part of the work in executing the engagement, only that written
work is authoritative. Drafts are non-binding. Except as otherwise agreed,
oral statements and explanations by the German Public Auditor are binding
only when they are confirmed in writing. Statements and information of the
German Public Auditor outside of the engagement are always non-binding.

(1) In case there are any deficiencies, the engaging party is entitled to
specific subsequent performance by the German Public Auditor. The
engaging party may reduce the fees or cancel the contract for failure of
such subsequent performance, for subsequent non-performance or unjustified refusal to perform subsequently, or for unconscionability or impossibility of subsequent performance. If the engagement was not commissioned
by a consumer, the engaging party may only cancel the contract due to a
deficiency if the service rendered is not relevant to him due to failure of
subsequent performance, to subsequent non-performance, to unconscionability or impossibility of subsequent performance. No. 9 applies to the
extent that further claims for damages exist.
(2) The engaging party must assert a claim for the rectification of deficiencies in writing (Textform) [Translators Note: The German term “Textform”
means in written form, but without requiring a signature] without delay.
Claims pursuant to paragraph 1 not arising from an intentional act expire
after one year subsequent to the commencement of the time limit under the
statute of limitations.
(3) Apparent deficiencies, such as clerical errors, arithmetical errors and
deficiencies associated with technicalities contained in a German Public
Auditor’s professional statement (long-form reports, expert opinions etc.)
may be corrected – also versus third parties – by the German Public
Auditor at any time. Misstatements which may call into question the results
contained in a German Public Auditor’s professional statement entitle the
German Public Auditor to withdraw such statement – also versus third
parties. In such cases the German Public Auditor should first hear the
engaging party, if practicable.

8. Confidentiality towards third parties, and data protection
(1) Pursuant to the law (§ [Article] 323 Abs 1 [paragraph 1] HGB [German
Commercial Code: Handelsgesetzbuch], § 43 WPO [German Law regulating the Profession of Wirtschaftsprüfer: Wirtschaftsprüferordnung], § 203
StGB [German Criminal Code: Strafgesetzbuch]) the German Public
Auditor is obligated to maintain confidentiality regarding facts and circumstances confided to him or of which he becomes aware in the course of his
professional work, unless the engaging party releases him from this confidentiality obligation.
(2) When processing personal data, the German Public Auditor will observe
national and European legal provisions on data protection.

9. Liability
(1) For legally required services by German Public Auditors, in particular
audits, the respective legal limitations of liability, in particular the limitation
of liability pursuant to § 323 Abs. 2 HGB, apply.
(2) Insofar neither a statutory limitation of liability is applicable, nor an
individual contractual limitation of liability exists, the liability of the German
Public Auditor for claims for damages of any other kind, except for damages resulting from injury to life, body or health as well as for damages that
constitute a duty of replacement by a producer pursuant to § 1 ProdHaftG
[German Product Liability Act: Produkthaftungsgesetz], for an individual
case of damages caused by negligence is limited to € 4 million pursuant to
§ 54 a Abs. 1 Nr. 2 WPO.
(3) The German Public Auditor is entitled to invoke demurs and defenses
based on the contractual relationship with the engaging party also towards
third parties.
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(4) When multiple claimants assert a claim for damages arising from an
existing contractual relationship with the German Public Auditor due to the
German Public Auditor’s negligent breach of duty, the maximum amount
stipulated in paragraph 2 applies to the respective claims of all claimants
collectively.
(5) An individual case of damages within the meaning of paragraph 2 also
exists in relation to a uniform damage arising from a number of breaches of
duty. The individual case of damages encompasses all consequences from
a breach of duty regardless of whether the damages occurred in one year
or in a number of successive years. In this case, multiple acts or omissions
based on the same source of error or on a source of error of an equivalent
nature are deemed to be a single breach of duty if the matters in question
are legally or economically connected to one another. In this event the
claim against the German Public Auditor is limited to € 5 million. The
limitation to the fivefold of the minimum amount insured does not apply to
compulsory audits required by law.
(6) A claim for damages expires if a suit is not filed within six months
subsequent to the written refusal of acceptance of the indemnity and the
engaging party has been informed of this consequence. This does not
apply to claims for damages resulting from scienter, a culpable injury to life,
body or health as well as for damages that constitute a liability for replacement by a producer pursuant to § 1 ProdHaftG. The right to invoke a plea
of the statute of limitations remains unaffected.

(6) Work relating to special individual issues for income tax, corporate tax,
business tax, valuation assessments for property units, wealth tax, as well
as all issues in relation to sales tax, payroll tax, other taxes and dues
requires a separate engagement. This also applies to:
a)

work on non-recurring tax matters, e.g. in the field of estate tax, capital
transactions tax, and real estate sales tax;

b)

support and representation in proceedings before tax and administrative courts and in criminal tax matters;

c)

advisory work and work related to expert opinions in connection with
changes in legal form and other re-organizations, capital increases
and reductions, insolvency related business reorganizations, admission and retirement of owners, sale of a business, liquidations and the
like, and

d)

support in complying with disclosure and documentation obligations.

(7) To the extent that the preparation of the annual sales tax return is
undertaken as additional work, this includes neither the review of any
special accounting prerequisites nor the issue as to whether all potential
sales tax allowances have been identified. No guarantee is given for the
complete compilation of documents to claim the input tax credit.

12. Electronic communication
10. Supplementary provisions for audit engagements
(1) If the engaging party subsequently amends the financial statements or
management report audited by a German Public Auditor and accompanied
by an auditor's report, he may no longer use this auditor’s report.
If the German Public Auditor has not issued an auditor's report, a reference
to the audit conducted by the German Public Auditor in the management
report or any other public reference is permitted only with the German
Public Auditor’s written consent and with a wording authorized by him.
(2) lf the German Public Auditor revokes the auditor's report, it may no
longer be used. lf the engaging party has already made use of the auditor's
report, then upon the request of the German Public Auditor he must give
notification of the revocation.
(3) The engaging party has a right to five official copies of the report.
Additional official copies will be charged separately.

11. Supplementary provisions for assistance in tax matters
(1) When advising on an individual tax issue as well as when providing
ongoing tax advice, the German Public Auditor is entitled to use as a
correct and complete basis the facts provided by the engaging party –
especially numerical disclosures; this also applies to bookkeeping engagements. Nevertheless, he is obligated to indicate to the engaging party
any errors he has identified.
(2) The tax advisory engagement does not encompass procedures required
to observe deadlines, unless the German Public Auditor has explicitly
accepted a corresponding engagement. In this case the engaging party
must provide the German Public Auditor with all documents required to
observe deadlines – in particular tax assessments – on such a timely basis
that the German Public Auditor has an appropriate lead time.

Communication between the German Public Auditor and the engaging
party may be via e-mail. In the event that the engaging party does not wish
to communicate via e-mail or sets special security requirements, such as
the encryption of e-mails, the engaging party will inform the German Public
Auditor in writing (Textform) accordingly.

13. Remuneration
(1) In addition to his claims for fees, the German Public Auditor is entitled to
claim reimbursement of his expenses; sales tax will be billed additionally.
He may claim appropriate advances on remuneration and reimbursement
of expenses and may make the delivery of his services dependent upon the
complete satisfaction of his claims. Multiple engaging parties are jointly and
severally liable.
(2) If the engaging party is not a consumer, then a set-off against the
German Public Auditor’s claims for remuneration and reimbursement of
expenses is admissible only for undisputed claims or claims determined to
be legally binding.

14. Dispute Settlement
The German Public Auditor is not prepared to participate in dispute settlement procedures before a consumer arbitration board (Verbraucherschlichtungsstelle) within the meaning of § 2 of the German Act on Consumer
Dispute Settlements (Verbraucherstreitbeilegungsgesetz).

15. Applicable law
The contract, the performance of the services and all claims resulting
therefrom are exclusively governed by German law.

(3) Except as agreed otherwise in writing, ongoing tax advice encompasses
the following work during the contract period:
a)

preparation of annual tax returns for income tax, corporate tax and
business tax, as well as wealth tax returns, namely on the basis of the
annual financial statements, and on other schedules and evidence
documents required for the taxation, to be provided by the engaging
party

b)

examination of tax assessments in relation to the taxes referred to in
(a)

c)

negotiations with tax authorities in connection with the returns and
assessments mentioned in (a) and (b)

d)

support in tax audits and evaluation of the results of tax audits with
respect to the taxes referred to in (a)

e)

participation in petition or protest and appeal procedures with respect
to the taxes mentioned in (a).

In the aforementioned tasks the German Public Auditor takes into account
material published legal decisions and administrative interpretations.
(4) If the German Public auditor receives a fixed fee for ongoing tax advice,
the work mentioned under paragraph 3 (d) and (e) is to be remunerated
separately, except as agreed otherwise in writing.
(5) Insofar the German Public Auditor is also a German Tax Advisor and
the German Tax Advice Remuneration Regulation (Steuerberatungsvergütungsverordnung) is to be applied to calculate the remuneration, a greater
or lesser remuneration than the legal default remuneration can be agreed
in writing (Textform).
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ANNEX 9
FINANCIAL INFORMATION RELATING TO THE TRANSPORTATION SEGMENT OF
BOMBARDIER INC.

This Annex 9 includes the following:
Annex 9.A. :

Description of Bombardier Transportation’s business:
Relevant excerpts from Bombardier Inc.’s annual financial report

Annex 9.B. :

Analysis of the results of Bombardier Inc.’s Transportation
segment for the fiscal years ended 31 December 2018 and 2019:
Relevant excerpts of Bombardier Inc.’s Transportation Segment
Management Report for the fiscal years ended 31 December 2018
and 2019

Annex 9.C. :

Analysis of the results of Bombardier Inc.’s Transportation
segment for the period ended 31 March 2020:
Relevant excerpts of Bombardier Inc.’s Transportation Segment
Management Report for the quarter ended 31 March 2020

Annex 9.D. :

Analysis of the results of Bombardier Inc.’s Transportation
segment for the period ended 30 June 2020:
Relevant excerpts of Bombardier Inc.’s Transportation Segment
Management Report for the six months and three months ended
30 June 2020

Annex 9.A. :

Description of Bombardier Transportation’s business:
Relevant excerpts from Bombardier Inc.’s annual financial report

PROFILE
World-class products and services portfolio positioned for growth
Transportation offers a wide-ranging portfolio of innovative and efficient solutions in the rail industry. We cover the
full spectrum of rail solutions, ranging from global mobility solutions to a variety of trains and sub-systems,
services, system integration and signalling to meet the market’s needs and expectations. We have won orders
across all product segments and major geographies, underlining the competitiveness of our products and services
worldwide.
We have production, engineering and service centres around the world. The global headquarters is located in
Berlin, Germany.

MARKET SEGMENT: ROLLING STOCK AND SYSTEMS
HIGH-SPEED AND VERY HIGH-SPEED TRAINS
Application: Equipment for medium and long-distance
operations.
Major products: ZEFIRO family
Key features: Solutions offering very high operating
flexibility, high comfort and safety standards for
passengers in combination with high efficiency. Portfolio
covers the full spectrum of speed requirements: highspeed (200-250 km/h) and very high-speed
(250-380 km/h).

COMMUTER, REGIONAL AND INTERCITY
TRAINS

ZEFIRO very high-speed train

Application: Suburban and regional rail transit for urban
centres and surrounding regions and medium speed
connections between cities.
Major products: AVENTRA, TALENT, OMNEO,
TWINDEXX Vario, BiLevel and MultiLevel families
Key features: Broad product line featuring electric, diesel,
dual mode and battery-powered multiple units, along with
locomotive-hauled coaches in both single and double-deck
configurations. Our modular train platforms offer very high
flexibility to transit authorities and operators, as well as
high levels of comfort and capacity. The train operates
emission-free, thereby making a significant contribution
towards environmentally-friendly mobility.

AVENTRA single deck train
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LIGHT RAIL VEHICLES
Application: Efficient surface transit in urban centres and
surrounding suburban areas.
Major products: FLEXITY family
Key features: Our broad portfolio of FLEXITY vehicles
feature innovative capabilities and performance while
offering low lifecycle costs. Based on adaptable modular
platforms, our vehicle range offers a full spectrum of smart
light rail solutions to enhance the connectivity and identity
of cities worldwide. Equipped with our award-winning
Obstacle Detection Assistance System, our trams and light
rail vehicles increase the safety of the driver, passengers
and all other traffic participants.
FLEXITY tram for Toronto Transit Commission (TTC)

METROS
Application: Broad range of high capacity mobility
solutions for every urban environment
Major products: MOVIA and INNOVIA platforms (metros,
monorails and people movers)
Key features: Wide variety of urban mobility solutions
developed from proven and innovative technology.
Maximum system value for every capacity, in any type of
environment. Safety, lifecycle cost, passenger comfort and
smart city integration, to name a few, all drive the designs
and innovations of our portfolio, covering a wide range of
system needs. This includes quick-to-build and minimally
intrusive technology such as the INNOVIA Monorail 300.
Bombardier products have a long history of automation
and are serving numerous cities around the world with
driverless systems.

MOVIA C30 metro car in Stockholm, Sweden

LOCOMOTIVES
Application: Electric and diesel locomotives for intercity,
regional and freight rail service.
Major products: TRAXX platform, ALP electric and dualpower locomotives
Key features: Versatile product platform offering electric,
diesel-electric, dual-power and multi-system propulsion,
last-mile diesel or battery drive features. Innovative
solutions increase power and reliability in combination with
high energy efficiency and low lifecycle costs.
Homologated in several countries in Europe, enabling
cross-border service. The TRAXX MS3 locomotive is the
most advanced multi-systems locomotive on the market
with the Last Mile function, letting it easily bridge nonelectrified track sections often found in ports or freight
terminals.

TRAXX MS3 locomotive in Kassel, Germany
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PROPULSION AND CONTROLS
Application: Complete propulsion and control product
portfolio for all Bombardier and third-party rail vehicles and
e-mobility applications, delivering electric power with
strong reliability, power efficiency and high safety.
Major products: The MITRAC platform, which includes
traction and auxiliary converters for underframe, rooftop
and machine room mounting; drives (motors and gears),
train control management systems (TCMS), high voltage
equipment and complete system solutions. Innovative train
to wayside communication solutions round off the portfolio.
Key features: A leader in reliability, modular design,
energy safety (SIL 2 compliance), energy efficiency,
integration of new technologies and ease of maintenance,
which keep initial investments and lifecycle costs low.

MITRAC converter

BOGIES
Application: Complete spectrum of bogies, which match
the entire range of Bombardier vehicles.
Major products: FLEXX bogies portfolio including latest
technologies: FLEXX Eco, FLEXX Urban, FLEXX Speed,
FLEXX Power and the award-winning WAKO Technology
Key features: Advanced product technology and
complete aftermarket services covering the full spectrum
of rolling stock applications. Our track-friendly bogies are
designed to ensure safe and smooth operation and reduce
wheel and rail wear, minimizing operational costs and
noise.
FLEXX bogie built in Siegen, Germany

MASS TRANSIT AND AIRPORT SYSTEMS
Application: Fully Automated People Mover (APM),
metro, monorail and light rail systems.
Major products: INNOVIA APM 300 system, INNOVIA
monorail 300 system, MOVIA metro system, FLEXITY
tram system
Key features: Broad rolling stock portfolio for urban and
airport applications that can be customized to provide a
complete turnkey system solution. Strong track record for
reliability and availability across 60 complete systems
around the world.

INNOVIA APM system developed for LAX airport

MAINLINE SYSTEMS
Application: System solutions for intercity and high-speed applications covering medium- to long-distance operations.
Key features: Turnkey system approach to provide reliable rail systems for mainline applications featuring very high
passenger comfort and safety standards. Highly experienced in systems integration and engineering.
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MARKET SEGMENT: SIGNALLING
MASS TRANSIT SIGNALLING
Application: Rail control and signalling solutions for mass
transit systems such as metros, light rail or APMs.
Major products: CITYFLO solution
Key features: Complete portfolio of solutions ranging from
manual applications (GoA 0) to fully automated
Communication-Based Train Control (GoA 4), which helps
to increase infrastructure capacity and can be installed
without interruption to service.

MAINLINE SIGNALLING
Application: Rail control and signalling solutions for
mainline railways ranging from freight traffic to regional
and commuter, intercity and high speed lines.

CITYFLO 650 solution in Kuala Lumpur

Major products: INTERFLO and EBI Cab Automatic Train
Control onboard equipment
Key features: Complete portfolio of conventional signalling systems, which uses the European Rail Traffic Management
System technology and is already functioning in several countries inside and outside of Europe.

INDUSTRIAL SIGNALLING
Application: Rail control and signalling solutions for the industrial sector, major application in the surface and sub-surface
mining and industrial freight industries.
Major products: INTERFLO 150 solution
Key features: Innovative signalling system technologies used to increase transport capacity in a secure and cost effective
manner. Our technology covers the whole process, enhancing not only the underground operation, but also the transfer of ore
from the excavation site to the transportation hub.

OPTIFLO - SERVICE SOLUTIONS FOR SIGNALLING
Application: Comprehensive portfolio of services for mass transit, mainline and industrial sector rail infrastructure and
signalling solutions.
Key features: Infrastructure management, technical support, cyber security assessment and other service solutions tailored
to ensure the highest levels of availability and reliability as well as cost effective maintenance of rail control signalling
solutions.

MARKET SEGMENT: SERVICES
MATERIAL SOLUTIONS
Application: Supply chain, spare parts inventory management, obsolescence management and technical support services for
rail operators.
Key features: Advanced material supply solutions together with global engineering and purchasing power through global
network of parts and components suppliers. Logistics capability to source and deliver what is needed, when needed, where
needed.

FLEET MANAGEMENT
Application: Comprehensive portfolio of fleet and operations management services.
Key features: Robust and effective ‘back office’ solutions support rail operators in delivering their ‘front line’ service every day.
Engineering expertise, whole life maintenance techniques and tools (ORBITA, AVIS, EMS, etc.) optimize availability, reliability,
punctuality, safety and cost over the whole life cycle of the fleet. Broad experience in operations and maintenance of
commuter and regional trains.
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ASSET LIFE MANAGEMENT, COMPONENT RE-ENGINEERING AND OVERHAUL
Application: Upgrade, life extension and overhaul of rail vehicles and components.
Key features: Broad portfolio of system and component upgrades executed at our specialized facilities and customer sites.
We leverage our engineering and supply chain strength to bring operational performance and whole life cost advantages.

OPERATIONS AND MAINTENANCE OF SYSTEMS
Application: Complete operations and maintenance (O&M) services for fully automated transit and mass transit systems.
Key features: Strong O&M experience in automated, driverless technologies, including APM, metro and monorail systems as
well as fleet management solutions for urban and intercity transportation systems.
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Workforce
Total number of employees
As at
December 31, 2019

December 31, 2018

Permanent(1)

31,750

35,050

Contractual

4,300

5,600

36,050

40,650

66%

62%

Percentage of permanent employees covered by collective agreements
(1)

Including 950 inactive employees as at December 31, 2019 (900 inactive employees as at December 31, 2018).

We continue to proceed with the deployment of our
transformation initiatives with the goal of delivering
increased value to customers and shareholders.
These initiatives aim at improving productivity,
setting up and exploring new partnerships and
optimising our production and engineering worldwide
footprint, while streamlining our administrative and
non-production functions across the organization.

WORKFORCE BY GEOGRAPHIC REGION
(as at)

In 2019, the overall number of employees has
decreased by 11%, or 4,600 employees, worldwide,
as a result of these initiatives.
Both our permanent and our contractual workforce
has decreased in all regions. While workforce in
Europe decreased mostly as a result of optimisation
and restructuring actions in line with our
transformation plan, the decrease in our workforce in
North America and Asia-Pacific also reflects the
impact from ramp-down of production following the
completion of some large contracts.
Our global incentive-based employee compensation rewards the collective and personal efforts of our employees
in achieving our objectives, using performance indicator targets. At the end of 2019, a total of 2,100 employees
worldwide, or 6.6% of permanent employees, were eligible to participate in the program. In 2019, as part of this
program, incentive-based compensation was linked to the achievement of targeted results, based on adjusted
EBIT and free cash flow.(1)
(1)

Non-GAAP financial measures. Refer to the Non-GAAP financial measures section in Overview for definitions of these metrics.
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Annex 9.B. :

Analysis of the results of Bombardier Inc.’s Transportation segment
for the fiscal years ended 31 December 2018 and 2019:
Relevant excerpts of Bombardier Inc.’s Transportation Segment Management Report for the fiscal years
ended 31 December 2018 and 2019

This MD&A includes forward-looking statements, which may involve, but are not limited to: statements with respect to our objectives,
anticipations and outlook or guidance in respect of various financial and global metrics and sources of contribution thereto, targets, goals,
priorities, market and strategies, financial position, market position, capabilities, competitive strengths, credit ratings, beliefs, prospects, plans,
expectations, anticipations, estimates and intentions; general economic and business outlook, prospects and trends of an industry; expected
growth in demand for products and services; growth strategy, including in the business aircraft aftermarket business; product development,
including projected design, characteristics, capacity or performance; expected or scheduled entry-into-service of products and services, orders,
deliveries, testing, lead times, certifications and project execution in general; competitive position; expectations regarding progress and
completion of challenging Transportation projects and the release of working capital therefrom within the anticipated timeframe; expectations
regarding revenue and backlog mix; the expected impact of the legislative and regulatory environment and legal proceedings on our business
and operations; strength of capital profile and balance sheet, creditworthiness, available liquidities and capital resources, expected financial
requirements and ongoing review of strategic and financial alternatives; the introduction of productivity enhancements, operational efficiencies
and restructuring initiatives and anticipated costs, intended benefits and timing thereof; the expected objectives and financial targets underlying
our transformation plan and the timing and progress in execution thereof, including the anticipated business transition to growth cycle and cash
generation; expectations and objectives regarding debt repayments and refinancing of bank facilities and maturities; and intentions and
objectives for our programs, assets and operations. As it relates to the pursuit of a divestiture of our operations in Belfast and Morocco and the
sale of the CRJ aircraft program (collectively, the Pending Transactions), this MD&A also contains forward-looking statements with respect to: the
expected terms, conditions, and timing for completion thereof; the respective anticipated proceeds and use thereof and/or consideration therefor,
related costs and expenses, as well as the anticipated benefits of such transactions and their expected impact on our outlook, guidance and
targets, operations, infrastructure, opportunities, financial condition, business plan and overall strategy; and the fact that closing of these
transactions will be conditioned on certain events occurring, including the receipt of necessary regulatory approvals.
Forward-looking statements can generally be identified by the use of forward-looking terminology such as “may”, “will”, “shall”, “can”, “expect”,
“estimate”, “intend”, “anticipate”, “plan”, “foresee”, “believe”, “continue”, “maintain” or “align”, the negative of these terms, variations of them or
similar terminology. Forward-looking statements are presented for the purpose of assisting investors and others in understanding certain key
elements of our current objectives, strategic priorities, expectations, outlook and plans, and in obtaining a better understanding of our business
and anticipated operating environment. Readers are cautioned that such information may not be appropriate for other purposes.
By their nature, forward-looking statements require management to make assumptions and are subject to important known and unknown risks
and uncertainties, which may cause our actual results in future periods to differ materially from forecast results set forth in forward-looking
statements. While management considers these assumptions to be reasonable and appropriate based on information currently available, there is
risk that they may not be accurate. The assumptions underlying the forward-looking statements made in this MD&A in relation to the Pending
Transactions discussed herein include the following material assumptions: the satisfaction of all closing conditions (including receipt of regulatory
approvals on acceptable terms within commonly experienced time frames) and successful completion of such transactions within the anticipated
timeframe, the realization of the intended benefits therefrom (including receipt of expected proceeds) within the anticipated timeframe. For
additional information, including with respect to the other assumptions underlying the forward-looking statements made in this MD&A, refer to the
Strategic Priorities and Guidance and forward-looking statements sections in applicable reportable segment.
Certain factors that could cause actual results to differ materially from those anticipated in the forward-looking statements include, but are not
limited to, risks associated with general economic conditions, risks associated with our business environment (such as risks associated with
“Brexit”, the financial condition of the airline industry, business aircraft customers, and the rail industry; trade policy; increased competition;
political instability and force majeure events or global climate change), operational risks (such as risks related to developing new products and
services; development of new business and awarding of new contracts; book-to-bill ratio and order backlog; the certification and homologation of
products and services; fixed-price and fixed-term commitments and production and project execution, including challenges associated with
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challenging Transportation projects and the risk that actions and initiatives undertaken by Transportation to move forward and complete such
projects may not be successful, and the intended outcome and release of working capital therefrom not being realized, within the timeframe
anticipated or at all; pressures on cash flows and capital expenditures based on project-cycle fluctuations and seasonality; risks associated with
our ability to successfully implement and execute our strategy, transformation plan, productivity enhancements, operational efficiencies and
restructuring initiatives; doing business with partners; inadequacy of cash planning and management and project funding; product performance
warranty and casualty claim losses; regulatory and legal proceedings; environmental, health and safety risks; dependence on certain customers,
contracts and suppliers; supply chain risks; human resources; reliance on information systems; reliance on and protection of intellectual property
rights; reputation risks; risk management; tax matters; and adequacy of insurance coverage), financing risks (such as risks related to liquidity and
access to capital markets; retirement benefit plan risk; exposure to credit risk; substantial existing debt and interest payment requirements;
certain restrictive debt covenants and minimum cash levels; financing support provided for the benefit of certain customers; and reliance on
government support), market risks (such as risks related to foreign currency fluctuations; changing interest rates; decreases in residual values;
increases in commodity prices; and inflation rate fluctuations). For more details, see the Risks and uncertainties section in Other in this MD&A.
With respect to the Pending Transactions discussed herein specifically, certain factors that could cause actual results to differ materially from
those anticipated in the forward-looking statements include, but are not limited to: the failure to receive or delay in receiving regulatory approvals
on acceptable terms or at all, or otherwise satisfy the conditions to the completion of these transactions or delay in completing, and uncertainty
regarding the length of time required to complete, such transactions, and all or part of the intended benefits therefrom not being realized and the
anticipated proceeds therefrom not being available to Bombardier within the anticipated timeframe, or at all; and alternate sources of funding that
would be used to replace the anticipated proceeds from such transactions may not be available when needed, or on desirable terms. For more
details, see the Risks and uncertainties section in Other in this MD&A.
Readers are cautioned that the foregoing list of factors that may affect future growth, results and performance is not exhaustive and undue
reliance should not be placed on forward-looking statements. Other risks and uncertainties not presently known to us or that we presently believe
are not material could also cause actual results or events to differ materially from those expressed or implied in our forward-looking statements.
The forward-looking statements set forth herein reflect management’s expectations as at the date of this report and are subject to change after
such date. Unless otherwise required by applicable securities laws, we expressly disclaim any intention, and assume no obligation to update or
revise any forward-looking statements, whether as a result of new information, future events or otherwise. The forward-looking statements
contained in this MD&A are expressly qualified by this cautionary statement.
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NON-GAAP FINANCIAL MEASURES
This MD&A is based on reported earnings in accordance with IFRS and on the following non-GAAP financial
measures:
Non-GAAP financial measures
Adjusted EBIT(1)

EBIT excluding special items. Special items comprise items which do not reflect the Corporation’s
core performance or where their separate presentation will assist users of the consolidated
financial statements in understanding the Corporation’s results for the period. Such items include,
among others, the impact of restructuring charges and significant impairment charges and
reversals.

Free cash flow (usage)

Cash flows from operating activities less net additions to PP&E and intangible assets.

(1)

Starting January 1, 2019, EBIT before special items and
, respectively. The definitions of both measures remain unchanged.

are replaced with adjusted EBIT and

Non-GAAP financial measures are mainly derived from the consolidated financial statements but do not have
standardized meanings prescribed by IFRS. The exclusion of certain items from non-GAAP performance
measures does not imply that these items are necessarily non-recurring. Other entities in our industry may define
the above measures differently than we do. In those cases, it may be difficult to compare the performance of
those entities to ours based on these similarly-named non-GAAP measures.
Prior to the first quarter of fiscal year 2019, the Corporation reported non-GAAP measures labelled “EBIT before
special items” and
. Beginning in the first quarter of fiscal year 2019, the
Corporation changed the label of these non-GAAP measures to "adjusted EBIT" and
,
respectively, without making any change to the composition of these non-GAAP measures. The Corporation
believes that this new label aligns better with broad market practice in its industry and better distinguishes these
measures from the IFRS measurement "EBIT".
Adjusted EBIT,
,
and
Management uses adjusted EBIT,
,
and
for purposes of
evaluating underlying business performance. Management believes these non-GAAP earnings measures in
addition to IFRS measures provide users of our Financial Report with enhanced understanding of our results and
related trends and increases the transparency and clarity of the core results of our business. Adjusted EBIT,
,
and
exclude items that do not reflect our core
performance or where their exclusion will assist users in understanding our results for the period. For these
reasons, a significant number of users of the MD&A analyze our results based on these financial measures.
Management believes these measures help users of MD&A to better analyze results, enabling better
comparability of our results from one period to another and with peers.
Free cash flow (usage)
Free cash flow is defined as cash flows from operating activities less net additions to PP&E and intangible assets.
Management believes that this non-GAAP cash flow measure provides investors with an important perspective on
the Corporation’s generation of cash available for shareholders, debt repayment, and acquisitions after making
the capital investments required to support ongoing business operations and long-term value creation. This nonGAAP cash flow measure does not represent the residual cash flow available for discretionary expenditures as it
excludes certain mandatory expenditures such as repayment of maturing debt. Management uses free cash flow
as a measure to assess both business performance and overall liquidity generation.

BOMBARDIER INC. / 2019 FINANCIAL REPORT / OVERVIEW

49

HIGHLIGHTS
Improving the backlog while working through challenging legacy projects
RESULTS
For the fiscal years ended December 31
Revenues
Order intake (in billions of dollars)
Book-to-bill ratio(2)

$
$

Adjusted EBIT(3)(4)
Adjusted EBIT margin(3)(4)
EBIT(3)
EBIT margin(3)
Net additions to PP&E and intangible assets
As at December 31
Order backlog (in billions of dollars)

$
$
$

$

2019
8,269
10.0
1.2

70
0.8%
22
0.3%
157
2019
35.8

(1)

$
$

$
$
$

$

2018
8,915
9.9
1.1

750
8.4%
774
8.7%
108
2018
34.5

Variance
(7)%
1%
0.1

(91)%
(760) bps
(97)%
(840) bps
45 %
Variance
4%

(1)

Refer to Note 3 - Changes in accounting policies in our Consolidated financial statements, for the impact of the adoption of IFRS 16,
Leases. Under the modified retrospective approach adopted by the Corporation, 2018 figures are not restated.
(2)
Ratio of new orders over revenues.
(3)
Including share of income from joint ventures and associates amounting to $94 million for the fiscal year ended December 31, 2019
($111 million for the fiscal year ended December 31, 2018).
(4)
Non-GAAP financial measures. Refer to the Non-GAAP financial measures section in Overview for definitions of these metrics and the
Analysis of results section for reconciliations to the most comparable IFRS measures.

KEY HIGHLIGHTS AND EVENTS
Full-year financial results reflect actions and initiatives undertaken to move forward and complete
challenging projects
• During the past year, Transportation continued to progress through its turnaround, by re-synchronizing
production and resetting certain project delivery schedules, while also investing to support in-service reliability
improvements and funding additional manufacturing and engineering capacity. The higher than anticipated
cost to implement these initiatives and to address late-stage legacy projects, mainly concentrated in the U.K.,
(1)
Switzerland and Germany, led to lower earnings and
for the segment.
Over $500 million in contract estimate changes embedded in 2019 earnings
• Completed delivery of several large legacy projects, including Metropolitan Transportation Authority (MTA) in
New York City, Crossrail in the U.K. and Toronto Transit Commission (TTC) in Toronto.
• As Transportation exited the year, progress was also made in achieving key milestones on other major
projects, including significant in-service reliability improvement on Swiss Federal Railways (SBB) in
Switzerland and the homologation of the multi-unit software for LoTrain in the U.K., paving the way for the
delivery of trains on this project and subsequent AVENTRA contracts in the U.K.
Backlog Improvement Positions for Stronger Financial Results
• Transportation continued to grow and improve the quality of its backlog with $10.0 billion in new orders, and a
book-to-bill ratio(2) of 1.2 for the year. Backlog reached $35.8 billion at year end.
• Approximately 70% of 2019 orders coming from service contracts, signalling projects and options on rolling
stock projects, carrying lower execution risk. Backlog share of services and signalling contracts increased to
48% (42% a year ago).
(1)

Non-GAAP financial measure. Refer to the Non-GAAP financial measures section in Overview for a definition of this metric and the Analysis
of results section for reconciliations to the most comparable IFRS measure.
(2)
Ratio of new orders over revenues.
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Focused on Stronger Project Execution to Drive Sustainable Financial Performance
• Appointment of Danny Di Perna as President, Bombardier Transportation, in February 2019 strengthened
focus on customer relationships and disciplined project execution.
Strengthened Transportation’s leadership team with appointments of new Head of Engineering and
new Regional Presidents to better deliver on customer commitments.
• Clear management priorities - focus on significant production ramp-up in the U.K. and France, reliability in
Germany, settlement of claims and acceptance of trains on the SBB project in Switzerland, and continuing to
drive efficiency across the organization.
CDPQ Investments in Transportation
• Transportation’s results for 2019 did not reach the performance targets underlying CDPQ’s investment in
BT Holdco. Accordingly, for the 12-month period starting on February 12, 2020, Bombardier’s percentage of
ownership on conversion of CDPQ’s shares will decrease by 2.5%, to 67.5%; and the preference return
entitlement rate on liquidation of its shares will increase from 9.5% to 12.0% for this period. Any dividends
paid by BT Holdco to its shareholders during this period will be distributed on the basis of each shareholder’s
percentage of ownership upon conversion, being 67.5% for Bombardier and 32.5% for CDPQ.
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ANALYSIS OF RESULTS
Results of operations
Fiscal years
ended December 31
2019 (1)
2018
Revenues
Rolling stock and systems(2)
Services(3)
Signalling(4)
Total revenues

$

Amortization
Impairment charge on PP&E and intangible assets
Adjusted EBIT(5)(6)
Special items
EBIT(5)
Adjusted EBIT margin(5)(6)
EBIT margin

$

5,192
2,140
937
8,269

$

139
3
70
48
22
0.8%
0.3%

$

$

$

5,844
2,096
975
8,915
101
—
750
(24)
774
8.4%
8.7%

(1)

Refer to Note 3 - Changes in accounting policies in our Consolidated financial statements, for the impact of the adoption of IFRS 16,
Leases. Under the modified retrospective approach adopted by the Corporation, 2018 figures are not restated.
(2)
Comprised of revenues from light rail vehicles, metros, commuter and regional trains, intercity trains, high-speed and very high-speed
trains, locomotives, propulsion and controls, bogies, mass transit and airport systems, and mainline systems.
(3)
Comprised of revenues from fleet management, asset life management, component re-engineering and overhaul, material solutions, and
operations and maintenance of systems.
(4)
Comprised of signalling revenues from mass transit, mainline, industrial and OPTIFLO service solutions.
(5)
Including share of income from joint ventures and associates amounting to
and $94 million, respectively, for
and fiscal year ended December 31, 2019 (
and $111 million for
and fiscal year ended December 31, 2018).
(6)
Non-GAAP financial measures. Refer to the Non-GAAP financial measures section in Overview for definitions of these metrics and the
Analysis of results section for reconciliations to the most comparable IFRS measures.

Revenues by geographic region

Europe(1)
North America
Asia-Pacific(1)
Rest of World(1)(2)

$

$
(1)

(2)

Fiscal years ended December 31
2019
2018
4,929
59% $ 5,522
62%
1,955
24%
1,757
20%
986
12%
1,137
13%
399
5%
499
5%
8,269
100% $ 8,915
100%

The decreases in Europe in the
and fiscal year ended December 31, 2019 reflect negative currency impacts of
and $289 million, respectively. The decreases in Asia-Pacific and in the Rest of World region in the fiscal year reflect negative currency
impacts of $43 million and $13 million, respectively.
The Rest of World region includes South America, Central America, Africa, the Middle East and the CIS.

Revenues
Total revenues for the
fiscal year ended December 31, 2019 have decreased by
$646 million, respectively, compared to the same periods last fiscal year. Excluding a negative currency
impacts
and $345 million for the fiscal year,
, while revenues for the fiscal year have decreased by $301 million, or
3%, compared to the same periods last fiscal year.
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The $301-million decrease excluding currency impact for the fiscal year is mainly explained by:
• revised estimates on certain contracts in the U.K., Switzerland and Germany that negatively affect
revenues of rolling stock in Europe in the current year; and
• lower activities in rolling stock and systems mostly due to some contracts nearing completion. The
affected contracts mainly relate to commuter and regional trains in Europe and Asia-Pacific, mass transit
systems in the Rest of World region and Asia-Pacific, and intercity trains, very high-speed trains, LRVs
and APMs in Europe. The lower activities in Europe and Asia-Pacific are partially offset by ramp-up in
production related to some metro contracts.
Partially offset by:
• higher activities in services in Europe, North America and Asia-Pacific; and
• higher activities in rolling stock and systems in North America, mostly due to ramp-up in production
related to some LRV and metro contracts, partially offset by some APM contracts nearing completion.
Special items
Special items comprise items which do not reflect our core performance or where their separate presentation will
assist users in understanding our results for the period. Such items include, among others, the impact of
restructuring charges and significant impairment charges and reversals.
The special items recorded as losses (gains) in EBIT were as follows:

Restructuring charges
Impairment of non-core operations
Purchase of pension annuities
Pension equalization
Gains on disposal of PP&E under sale and
leaseback transactions

Ref
1
2
3
4

$

Fiscal years
ended December 31
2019
2018
48
$
10
—
17
—
12
—
3

$

—
48
(0.5)%

5

EBIT margin impact

$

(66)
(24)
0.3%

1. Represents severance charges related to previously-announced restructuring actions of $61 million for the
fiscal year ended December 31, 2019, partially offset by curtailment gains of $5 million and reversals of
previously-recorded asset write-downs of $8 million recognized in previous quarters.
For the fiscal year ended December 31, 2018, represents severance charges of $6 million and asset writedowns of $8 million, partially offset by curtailment gains of $4 million, all related to previously-announced
restructuring actions.
2. Represents an impairment charge related to non-core operations with respect to the sale of legal entities as
part of our transformation plan.
3. Represents the non-cash loss on the settlement of defined benefit pension plans resulting from the purchase
of annuities with insurance companies. As part of its ongoing de-risking strategies, the Corporation has an
initiative for the buy-out of annuities payable to pensioners or deferred pensioners for certain plans to the
extent they are fully funded on a buy-out basis, subject to compliance with certain conditions including
applicable pension legislations.
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4. On October 26, 2018, the High Court in the United Kingdom ruled that pension schemes must equalize for the
effect of unequal Guaranteed Minimum Pensions between male and female for benefits earned during
specified periods (“GMP equalization”). The Corporation estimated the impact of the ruling on its pension
plans and recognized an additional obligation of $3 million for the fourth quarter and the fiscal year ended
December 31, 2018. The one-time P&L impact was recognized in the fourth quarter of 2018 as a past service
cost under IAS 19 - Employee Benefits.
5. Represents the impact from sale and leaseback of two facilities in line with our transformation plan.
EBIT margin

The adjusted EBIT margin(1) for the fiscal year decreased by 7.6 percentage points, mainly as a result of:
• lower margin in rolling stock and systems, mainly due to revised estimates on certain contracts in the
U.K., Switzerland and Germany in the fourth quarter;
• lower margin in signalling, mainly due to revised estimates on certain contracts; and
• higher R&D expenses.
Partially offset by:
• a positive impact of a pension amendment related to past service recorded in the first quarter
of 2019; and
• higher margin in services, mainly due to a positive impact from revised estimates on certain contracts.
Including the impact of special items (see explanation of special items above), the EBIT margin for the fiscal year
decreased by 8.4 percentage points, compared to the same period last year.
(1)

Non-GAAP financial measure. Refer to the Non-GAAP financial measures section in Overview for a definition of this metric.

Significant orders in 2019 for all segments resulting in book-to-bill of 1.2
Order backlog
(in billions of dollars)
Balance at the beginning of period
Order intake
Revenues
Foreign currency impact and other adjustments
Balance at the end of period
Book-to-bill ratio(2)
(1)
(2)

$

$

Fiscal years
ended December 31
2019
2018
34.5
$
35.1
10.0
$
9.9
(8.3)
$
(8.9)
(0.4)
$
(1.6)
35.8
$
34.5
1.2
1.1

(1)

Backlog as at December 31, 2017 was restated due to the adoption of IFRS 15, Revenue from contracts with customers.
Ratio of new orders over revenues.
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ORDER INTAKE BY SEGMENT
(for fiscal years; in billions of dollars)

ORDER BACKLOG BY SEGMENT
(for fiscal years; in billions of dollars)

* Backlog as at December 31, 2017 was restated due to the adoption
of IFRS 15, Revenue from contracts with customers.

ORDER INTAKE BY REGION
(for fiscal years; in billions of dollars)

ORDER INTAKE AND BOOK-TO-BILL RATIO
(for fiscal years)

* 2017 revenue was restated during fiscal year ended
31 December 2018 due to the adoption of IFRS 15, Revenue from
contracts with customers.

We have obtained several significant orders during the year which resulted in a book-to-bill ratio(1) of 1.2. The
contribution of services and signalling to our order intake has increased over the past three years from 32% in
fiscal year ended December 31, 2017, to 61% in fiscal year ended December 31, 2019, improving the quality of
our backlog. We maintained a leading position(2) in our relevant and accessible rail market(3) with a cumulative
order intake of $30.1 billion over the past three years, including a higher share of orders in the Rest of World
region, mostly driven by the contract signed with National Authority of Tunnels (NAT) in Cairo, Egypt, in the third
quarter of 2019.
(1)

Ratio of new orders over revenues.
Based on a rolling 36-month order intake with latest data published by companies publishing order intake for at least 36 months.
(3)
Our relevant and accessible rail market is the world rail market, excluding the share of markets associated with contracts that are awarded
to local players without open-bid competition, and excluding the infrastructure, freight wagon and shunter segments.
(2)
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The significant orders obtained during the fiscal year ended December 31, 2019 were as follows:
Customer

Country

Product or service

Number
of cars

Market
segment

Value

(1)

Fourth quarter
Port Authority of New York and
New Jersey (PANYNJ)

Extension of operations and
maintenance (O&M) services

N/A

Services

$

309

Régie Autonome des Transports
Parisiens (RATP), on behalf of Île- France
de-France Mobilités

Metro cars

105

Rolling stock
and systems

$

280

Transport for London (TfL)

U.K.

Extension of Train Services
Agreement

N/A

Services

$

240

FirstGroup and Trenitalia

U.K.

Train Services Agreement

N/A

Services

$

154

National Authority for Tunnels
(NAT)

Egypt

INNOVIA 300 Monorail system
and trains, CITYFLO 650
signalling and automatic train
control technology and O&M
services

280

Rolling stock
and systems, $ 2,640
Signalling,
and Services

Undisclosed

Asia-Pacific Undisclosed

N/A

Rolling stock
and systems

$

247

Undisclosed

North
America

Undisclosed

N/A

Services

$

247

Dresdner Verkehrsbetriebe (DVB)

Germany

FLEXITY trams, FlexCare
maintenance management
system and Obstacle Detection

Rolling stock
and systems, $
and Services

219

Abellio UK and
Eversholt Rail Ltd.

U.K.

Train Services Agreement

N/A

Services

$

161

Undisclosed

Europe

Undisclosed

N/A

Services

$

106

Undisclosed

North
America

Undisclosed

N/A

Rolling stock
and systems

$

104

Trenitalia

Italy

Frecciarossa 1000 very highspeed trains (derived from
V300ZEFIRO platform) and
related maintenance services

112

Rolling stock
and systems, $
and Services

261

City and County of San Francisco

U.S.

O&M services for INNOVIA
Automated People Mover
(APM) 100 system

N/A

Services

$

220

Israel Railways (ISR)

Israel

Exercise of a call-off for
TWINDEXX Vario double-deck
coaches

74

Rolling stock
and systems

$

166

Undisclosed

Asia-Pacific Undisclosed

N/A

Rolling stock
and systems

$

101

U.S.

Multilevel III commuter rail cars

113

Rolling stock
and systems

$

669

Queensland Government

Australia

Modifications and redesign of
the New Generation
Rollingstock (NGR) trains and
related maintenance services

N/A

Rolling stock
and systems, $
and Services

255

Eurotunnel

France

Refurbishment services of nine
passenger shuttle trains

N/A

Services

171

U.S.

(2)

Third quarter

30

(3)

Second quarter
(4)

First quarter
New Jersey Transit Corporation
(NJ TRANSIT)

$

(1)

Contract values exclude price escalation.
Contract signed as part of a consortium with Alstom. The total contract is valued at $593 million, and only our share of the contract is stated
above.
(3)
Contract signed as part of a consortium with Orascom Construction PLC and Arab Contractors. The total contract is valued at $4.16 billion,
and only our share of the contract is stated above.
(4)
Contract signed in partnership with Hitachi Rail SpA. The total contract is valued at $643 million, and only our share of the contract is stated
above.
(2)
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During the fourth quarter and fiscal year ended December 31, 2019, the following significant order was awarded
to our joint venture, which is not included in our backlog since it is a joint venture:
• Our Chinese joint venture Bombardier Sifang (Qingdao) Transportation Ltd. (BST), in which we own 50%
of the shares and which is consolidated by our partner CRRC Sifang Rolling Stock Co. Ltd., was awarded
a contract for the supply of 160 CR400AF new Chinese standard high-speed train cars from China State
Railway Group Co. Ltd., China, valued at $427 million.
Subsequent to the end of the fiscal year, our Chinese joint venture BST, in which we own 50% of the shares and
which is consolidated by our partner CRRC Sifang Rolling Stock Co. Ltd., was awarded a contract to provide
maintenance services for 656 high-speed train cars from China State Railway Group Co. Ltd., China, valued at
$357 million. This order is not included in our backlog since it is a joint venture.
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RISKS AND UNCERTAINTIES
We operate in industry segments which present a variety of risk factors and uncertainties. The risks and
uncertainties described below are those that we currently believe could materially affect our business activities,
financial condition, cash flows, results of operations and reputation, but are not necessarily the only risks and
uncertainties that we face. If any of these risks, or any additional risks and uncertainties presently unknown to us
or that we currently consider as being not material, actually occur or become material risks, our business
activities, financial condition, cash flows, results of operations and reputation could be materially adversely
affected.

OPERATIONAL
RISK

Operational risk is the risk of potential loss due to the nature of our operations. Sources of operational
risk include development of new products and services, development of new business and awarding of
new contracts, book-to-bill ratio and order backlog, and the complexity of obtaining certification and
homologation of products and services. In addition, the large and complex projects that are
characteristic of our businesses are often structured as fixed-price contracts and thus exposed to
production and project execution risks. Furthermore, our cash flows are subject to pressures based on
project-cycle fluctuations and seasonality and our businesses are capital intensive, which require that
we regularly incur significant capital expenditures and investment over multi-year periods prior to
realizing cash flows under a project. Other sources of operational risk include our ability to successfully
implement our strategy and transformation plan, productivity enhancements, operational efficiencies
and restructuring initiatives, and actions of business partners, our ability to move forward and complete
challenging Transportation projects and release working capital therefrom within the timeframe
anticipated, product performance warranty and casualty claim losses, the use of estimates and
judgments in accounting, regulatory and legal conditions, environmental, health and safety issues, as
well as dependence on customers and contracts, suppliers (including supply chain management) and
human resources. We are also subject to risks related to reliance on information systems, reliance on
and protection of intellectual property rights, reputation risks, risks of impairments and asset writedowns, risk management, tax matters and adequacy of insurance coverage.

FINANCING RISK

Financing risk is the risk of potential loss due to the liquidity of our financial assets including
counterparty credit risk, access to capital markets, restrictive debt covenants, financing support
provided for the benefit of certain customers and government support.

GENERAL
ECONOMIC RISK

General economic risk is the risk of potential loss due to unfavourable economic conditions. These
factors include, but are not limited to, government budget compression, reduced levels of public and
private capital expenditures, declining business confidence, political and economic pressures,
including those arising from increasing government deficits and sovereign debt overruns, and crises in
the credit markets.

BUSINESS
ENVIRONMENT
RISK

Business environment risk is the risk of potential loss due to external risk factors. These factors may
include the financial condition of the airline industry (including scope clauses in pilot union agreements
restricting the operation of smaller jetliners by major airlines or by their regional affiliates) and business
aircraft customers, the financial condition of the rail industry, trade policy, as well as increased
competition from other businesses including new entrants in market segments in which we compete. In
addition, political instability and force majeure events such as acts of terrorism, global climate change,
global health risks, or the outbreak of war or continued hostilities in certain regions of the world could
result in lower orders or the rescheduling or cancellation of part of the existing order backlog for some
of our products.

MARKET RISK

Market risk is the risk of potential loss due to adverse movements in market factors including foreign
currency fluctuations, changing interest rates, decreases in residual values of assets, increases in
commodity prices and inflation rate fluctuations.

Operational risk
Delays in achieving technical milestones and execution of production ramp-up on certain Transportation projects
resulted in charges in the fourth quarter of 2019; while the Corporation has undertaken actions and initiatives to
move forward and complete such projects (including having entered into commercial negotiations with customers
to reset schedules, resolve late delivery penalties, and address related provisions and costs), there can be no
assurances that it will be successful in these negotiations, or that the outcome of any such actions, initiatives or
negotiations will have the intended effect, within the anticipated timeframe or at all. The timing of cash inflows
from milestone payments on large Transportation projects and the later-than-anticipated closing of certain orders
and call-offs resulted in lower-than-anticipated free cash flow for the fourth quarter of 2019; there can be no
assurance that the free cash flow shortfall will be recovered, in part or at all, in 2020 or later, or that free cash flow
shortfalls will not be incurred again in the future; moreover, any recovery will be offset by the cash flow impact of
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the incremental costs recognized in the fourth quarter adjustments at Transportation. Transportation’s ability to
move forward and complete such challenging projects within the anticipated timeframe is key to return to stronger
financial performance. Any subsequent failure by Transportation to meet delivery or other contractual schedules
or performance requirements or to execute projects efficiently may increase the volatility and unpredictability of
revenue and profitability.

The Pending Transactions may be delayed or may not be completed
Completion of each of the Pending Transactions is subject to the receipt of required regulatory approvals. There is
no certainty, nor can the Corporation provide any assurance, that these conditions will be satisfied or, if satisfied,
when they will be satisfied.
A substantial delay in obtaining regulatory or other approvals or the imposition of unfavourable terms or conditions
in the approvals could have a material adverse effect on the Corporation’s ability to complete the relevant Pending
Transactions. If closing of any of the Pending Transactions does not take place as contemplated, the Corporation
could suffer adverse consequences on its business, financial condition or results of operations, including the loss of
investor confidence in connection with the Corporation’s ability to execute its strategic plan. In addition, failure to
complete any of the Pending Transactions for any reason could materially negatively impact the market price of the
Corporation’s securities.
If one or more Pending Transactions are not completed, we may undertake various other financing initiatives intended
to solidify our liquidity position, and we plan to continue to explore various initiatives such as certain business activities’
potential participation in industry consolidation to strengthen our balance sheet and enhance shareholder value.

Developing new products and services
Changes resulting from global trends such as climate change, volatile fuel prices, the growth of developing
markets, urbanization, population growth and demographic factors influence customer demands in our main
aerospace and rail transportation markets. To remain competitive and meet customers’ needs, we are required to
anticipate these changes and must continuously develop and design new products, improve existing products and
services and invest in and develop new technologies. Introducing new products or technologies requires a
significant commitment to R&D investment, including maintaining a significant level of highly skilled employees.
Furthermore, our investments in new products or technologies may or may not be successful. Our results may be
impacted if we invest in products that are not accepted in the marketplace, if customer demand or preferences
change, if new products are not approved by regulatory authorities (or if we fail to design or obtain homologation
or accreditation for new products or technologies), are not brought to market in a timely manner, in particular, as
compared to our competitors, or if our products become obsolete. We may incur cost overruns in developing new
products and there is the risk that our products will not meet performance specifications to which we have
committed to customers.
Our results could also be negatively impacted if we fail to design or obtain accreditation for new technologies and
platforms on budget and in a timely manner. Further, our long-term growth, competitiveness and continued
profitability are dependent on our ability to anticipate and adapt to changes in markets and to reduce the costs of
producing high-quality, new and existing products, to continue to develop our product mix and to align our global
presence with worldwide market opportunities.
In a highly competitive environment, we are and will remain exposed to the risk that more innovative or more
competitive products, services or technologies are developed by competitors or introduced on the market more
quickly or that the products we develop are not accepted by the market.
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Business development and awarding of new contracts
Our businesses are dependent on obtaining new orders and customers, thus continuously replenishing our order
backlog. Our results may also be negatively impacted if we are unable to effectively execute strategies to gain
access to new markets, capture growth or successfully establish roots in new markets. Although we have
developed and continue to develop our presence in many geographic markets, access to certain markets can
prove to be difficult to secure, particularly if there is a local competitor benefiting from a stronghold in its home
market. These types of situations could put us in an unfavourable position relative to some of our competitors and
present challenges to our strategy and competitive strength in those zones.
In addition, fluctuating demand cycles are common in the industries in which we operate and can have a
significant impact on the degree of competition for available projects and the awarding of new contracts. As such,
fluctuations in demand or the ability of the private and/or public sector to fund projects in a depressed economic
climate could adversely affect the awarding of new contracts and margin and thus our financial results.
A substantial portion of our revenue and profitability is generated from large-scale project awards. The timing of
when project awards will be made is unpredictable and outside of our control. We operate in highly competitive
markets where it is difficult to predict whether and when we will receive awards since these awards and projects
often involve complex and lengthy negotiations and bidding processes. These processes can be impacted by a
wide variety of factors including governmental approvals, financing contingencies, commodity prices,
environmental conditions and overall market and economic conditions. In addition, we may not win contracts that
we have bid upon due to price, a customer's perception of our reputation, ability to perform and/or perceived
technology or other advantages held by competitors. Our competitors may be more inclined to take greater or
unusual risks or accept terms and conditions in a contract that we might not otherwise deem market or
acceptable. Furthermore, we may incur significant costs in order to bid on certain projects that may not be
awarded to us, thus resulting in expenses that did not generate any profit for us.
Our estimates of future performance depend on, among other matters, whether and when we receive certain new
contracts, including the extent to which we utilize our workforce. The rate at which we utilize our workforce is
impacted by a variety of factors including: our ability to manage attrition; our ability to forecast our need for
services which in turn allows us to maintain an appropriately sized workforce; our ability to transition employees
from completed projects to new projects or between internal business groups; and our need to devote resources
to activities such as training or business development. While our estimates are based upon our good faith
judgment, these estimates can be unreliable and may frequently change based on newly available information. In
the case of large-scale projects where timing is often uncertain, it is particularly difficult to predict whether and
when we will receive a contract award. The uncertainty of contract award timing can present difficulties in
matching our workforce size with our contract needs. If an expected contract award is delayed or not received, or
if an ongoing contract is cancelled, we could incur costs resulting from reductions in staff or redundancy of
facilities that would have the effect of reducing our operational efficiency, margins and profits.

Our order book-to-bill ratio and our order backlog may not be indicative of future revenues
Our book-to-bill ratio, which we define as new orders over revenues or units delivered, is an indicator that we use
to track potential future revenues. Backlog represents management’s estimate of the aggregate amount of the
revenues expected to be realized in the future from partially or fully unsatisfied performance obligations as at
December 31, 2019 as we perform under contracts at delivery or over time. Such orders may be subject to future
modifications that might impact the amount and/or timing of revenue recognition. Backlog does not include
constrained variable consideration, unexercised options or letters of intent. However, the realization of revenues
from new orders is based on certain assumptions, including the assumption that our relevant contracts will be
performed in full in accordance with their terms and applicable construction and technical standards. The
termination, modification, delay, suspension or reduction in scope of any one or more major contracts may have a
material and adverse effect on future revenues and profitability. We cannot guarantee that the revenues initially
anticipated in our new orders will be realized in full, in a timely manner, or at all, or that, even if realized, such
revenues will result in profits or cash generation as expected, and any shortfall may be significant. The
materialisation of any of the risks described above could have a material adverse effect on our business, financial
condition, cash flows and results of operations.
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In addition, many of our contracts contain “termination for convenience” provisions, which permit the customer
terminate or cancel the contract at its convenience upon providing us with notice a specified period of time before
the termination date and/or paying us equitable compensation, depending on the specific contract terms. In the
event a significant number of customers were to avail themselves of such “termination for convenience”
provisions, or if one or more significant contracts were terminated for convenience, our reported backlog would be
adversely affected with a corresponding adverse impact on expected future revenues and profitability.

Certification and homologation process
We are subject to stringent certification and approval requirements, as well as to the ability of regulatory bodies to
perform these assessments on a timely basis, which vary by country and can delay the certification of our
products. Non-compliance with current or future regulatory requirements imposed by Transport Canada (TC),
the Transport Safety
Institute in the U.S. or other regulatory authorities could result in service interruption of our products, fewer sales
or slower deliveries, an unplanned build-up of inventories, reduction in inventory values or impairment of assets.
The marketing and EIS of our rail products require compliance with rail transportation security standards that differ
widely at the global level and are governed by various relevant regulatory authorities. This creates a complex
process for securing the homologation of trains. The process for securing the homologation of trains is highly
involved and may take longer and be more costly than initially anticipated due to the extent of testing and other
supporting technical elements required by the relevant authorities, which elements may change over time. Our
contracts increasingly include language that requires us to bear the risks and obligations associated with the
homologation process, including risks relating to changes in law or regulation or the interpretation or application of
regulations in respect of homologation.
Delays caused by the homologation process, or increased engineering or production costs relating to
homologation, may lead to delays in our ability to deliver our products and complete our contracts, as well as
contract cost overruns relative to our estimates and models and the payment of significant penalties or damages,
service interruptions affecting the products, or even the risk of cancellation of all or a portion of the contract in
extreme cases of prolonged delays. There can be no assurance regarding the time frame required for obtaining
certification or homologation.

Fixed-price and fixed-term commitments and production and project execution
We have historically offered, and expect to continue to offer, a significant portion of our products through
pre-agreed fixed-price contracts with a stipulated delivery schedule, rather than contracts under which payment is
determined solely on a time-and-material basis. The revenue, cash flow and profitability of large, complex, longterm projects vary significantly in accordance with the progress of the project and depend on a variety of factors,
some of which are beyond our control. Generally, we cannot terminate contracts unilaterally.
We are exposed to risks associated with these fixed-price contracts, including specification modifications and
change orders demanded by customers, increasing regulatory requirements in relation to certification or
homologation, unexpected technological problems, difficulties with partners, subcontractors and suppliers,
logistical difficulties and other execution issues that could lead to cost and time overruns, late delivery penalties
and liquidated damages payments, postponement or delays in contract execution or delays in receiving milestone
payments. In the context of large, complex, long-term contracts, such overruns and issues can be material in
terms of cost and time, may lead to restructuring of milestones and milestone payments, withholding of payment
by customers or risk of cancellation of all or a portion of contract by the customer, and may have a material
adverse impact on our business, results, cash flows, financial position and reputation. In addition, many of our
contracts contain requirements to comply with mandatory performance levels for the equipment we deliver or a
fixed delivery schedule. If we are unable to comply with these obligations, our clients could request the payment
of contractual penalties, or terminate the contract in question, or even claim compensation. The profit margins
generated by some of these contracts can, as a result, prove to be lower than those initially projected, or even be
zero-margin or loss-making contracts.
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Operational challenges impacting the production system for one or more of our programs could result in
production delays and/or failure to meet customer demands, which would adversely affect our revenues and
margins. Our production systems are extremely complex. Operational issues, including delays or defects in
supplier components, failure to meet internal performance plans, or delays or failures to achieve required
regulatory certifications or homologations, could result in significant out-of-sequence work and increased
production costs, as well as delayed deliveries to customers, impacts to product performance and/or increased
warranty or support costs. We may also incur late delivery penalties if we are unable to increase production rates
sufficiently quickly to meet our commitments.
Moreover, due to the nature of the bidding process, long-term contract revenues are based, in part, on significant
judgments and cost estimates. Our estimates of the costs for completing a project are subject to a number of
assumptions, including future economic conditions, cost and availability of labour and raw materials, labour
productivity, employment levels and salaries, facility utilization rates, inflation rates, foreign exchange rates and
construction and technical standards to be applied to the project, and are influenced by the nature and complexity
of the work to be performed. Due to the complexity and the length of many of the projects in which we participate,
the actual investment, costs and productivity may differ materially from what we had initially modelled or
anticipated. Because of the significance of our judgments and estimates described above, materially different
revenues and profit margins could be recorded if we used different assumptions or if the underlying circumstances
were to change. Changes in underlying assumptions, circumstances or estimates may adversely affect our future
period financial performance.
In connection with certain long-term contracts, Transportation enters into arrangements whereby amounts are
received from third-party advance providers in exchange for the rights to customer payments. There is no
recourse to Transportation if the customer defaults on its payment obligations assigned to the third-party advance
provider. However, the third-party advance providers could request repayment of these amounts if Transportation
fails to perform its contractual obligations, such as delivery by a specified date. In such a case, there can be no
assurance that Transportation will be successful in negotiating an extension with third-party advance providers.
These repayment obligations are secured by external guarantees.
In addition, many of our long-term contracts are signed with customers that are governmental or quasi-public
entities. These types of customers require that we comply with project bidding and open market specifications,
which may limit our ability to negotiate certain contractual terms and conditions and can force us to accept less
favourable conditions. For example, customers may require manufacturers to bear an increasing proportion of the
homologation regulatory risk, may insist on payment schedules that reduce or eliminate advance payments or that
lead to negative cash-flow during the execution of a project, and may require mandatory technical performance
levels and requirements associated with the issuance of parent company guarantees and bonds. For the most
part, our rail transportation business is subject to public procurement protocols, which often take the form of
adherence contracts that cannot be amended in any meaningful sense, causing bidders to risk disqualification if
they attempt to reflect contingencies or special considerations in their offers. Moreover, public procurement
protocols often feature specifications that are subject to numerous change orders, which may result in disputes
regarding allocation of costs in respect of such change orders or specification modifications. These particularities
could potentially expose our business to significant additional risks or costs that could adversely affect the
profitability of our projects.
Additionally, for certain projects, contracts in our rail transportation business impose manufacturing or purchasing
requirements in the countries in which the project is being executed. Such contracts may require us to build local
production capacities, partner with local entities, and/or secure third-party purchases from local suppliers. Such
terms and conditions can lead to pressures on costs, target volumes and execution.

Cash flows and capital expenditures
Our businesses are cyclical and highly capital intensive due to their nature. In the ordinary course of our business,
the structure and duration of many of our complex, long-term projects and product development programs require
us to invest significantly in engineering, development and production for many years before deliveries are made
and the product begins to generate cash flow. In addition, we are regularly required to incur capital expenditures
in order to, among other matters, maintain equipment, increase operating efficiency, develop and design new
products, improve existing products and services, invest in and develop new technologies and maintain a
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significant level of highly skilled employees. Our ability to negotiate and collect customer advances and progress
payments is therefore an important element of our cash flow and working capital management. However, intense
competition in the markets in which we operate and demands by customers in the current economic environment
have resulted in fewer and lower advance payments, which could place significant financial pressures on our
operations. Discrepancies between our disbursements and amounts received on orders placed, or even any
reduction in the overall volume of orders placed or a deterioration of the payment terms on these orders has an
automatic adverse impact on the evolution in working capital requirements and results of operations.

Seasonality and cyclicality of financial results
Our cash flows are, to a certain degree, subject to periodic fluctuations and we expect a disproportionate amount
of our cash flows from operations to be received or paid by us during our third and fourth quarter, and frequently
in the last weeks of a given quarter. We expect this trend to continue. While the payment terms with certain of our
vendors extend beyond the amount of time necessary to collect proceeds from our customers, no assurance can
be given that we will be able to maintain such terms. As a result of fourth quarter cash receipts, at December 31
of each year, our cash and cash equivalents balances typically reach their highest level (other than as a result of
cash flows provided by or used in investing and financing activities). Our interim and annual results can be
affected by these periodic fluctuations, including as a result of timing variations that could push cash flows from
one quarter to another.
Because a significant portion of our revenue is generated from large, complex, long-term projects with sculpted
milestone payments, our results of operations can fluctuate significantly from quarter to quarter and year to year
depending on whether and when project awards occur and the commencement and progress of work under
awarded contracts. In addition, our customers may demand specification modifications, or change orders,
milestones, milestone payments or delivery schedules. Given the cyclical nature of the industries in which we
operate, our financial results, like others in such industries, may be impacted in any given period by a wide variety
of factors beyond our control, and as a result there may, from time to time, be significant and unpredictable
variations in our quarterly and annual financial results such that any historical results should not be considered
indicative of the results to be expected for any future period.

Deployment and execution of strategic initiatives related to cost reductions and working capital
improvement
In 2015, the Corporation launched its five-year turnaround plan focusing on three priorities: improve cash
generation, reduce costs and drive performance. As with any large, company-wide transformation there are
inherent risks in the timing of the deployment and in the planned value to be achieved. In early 2020, consistent
with this plan, and following a comprehensive review of strategic alternatives, the Corporation indicated it was
actively pursuing options to strengthen its balance sheet and enhance shareholder value. The timing and
magnitude of the specific initiatives and associated benefits, if any, could be affected by a multitude of external
and internal factors including, but not limited to: the evolution of the demands and requirements of our
businesses, variations in planned production volumes and schedules, the outcome of negotiations with suppliers
and unions, changing legislation, changes in socio-economic conditions in the countries in which we operate,
evolutions in the labour market for key talent, and changes in the priorities of the business. There can be no
assurance that these initiatives, or other initiatives, will enable us to reach our objectives, or that any such
measures will be implemented successfully or within the set time frame. A failure to successfully implement our
strategy and transformation initiatives, or if such measures prove insufficient, could have a material adverse
impact on our business activities, financial condition, profitability and outlook.

We may not be able to successfully execute our manufacturing strategy and productivity
enhancement initiatives
One of the priorities of the strategic plan and transformation initiatives established by management consists of
sustained efforts in the areas of cost reduction and productivity enhancement / operational efficiencies. This
priority aims in part at leveraging the strength of our engineering and manufacturing centres of excellence. In
addition, our cost reduction and operational efficiencies / productivity enhancement efforts also focus on further
implementing and leveraging our standardized product and service platforms. We believe that flexible
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manufacturing is the key element to enable improvements in our ability to respond to customers in a cost-effective
manner. Our success in implementing this priority of our strategic plan is dependent on the involvement of
management, production employees and suppliers. Any failure to achieve cost reduction and operational
efficiencies / productivity enhancement priorities (including the anticipated levels of productivity and operational
efficiencies) in our manufacturing facilities, could have a material adverse impact on our business activities,
financial condition, profitability and outlook.

Business partners
In some of the projects carried out through consortia or other partnership vehicles in which we participate,
partners are jointly and severally liable to the customer. The success of these partnerships is dependent on
satisfactory performance by us and our business partners. Failure of the business partners to fulfill their
contractual obligations could result in additional financial and performance obligations, which could result in
increased costs, unforeseen delays or impairment of assets. In addition, a partner withdrawing from a consortium
during the bid phase may result in the loss of a potential order.
In order to penetrate new markets and strengthen our partnerships, we have implemented a number of joint
ventures and partnerships in various countries and regions, such as Africa, the Middle East and Asia (in particular,
China). These operations involve certain risks, in particular in relation to potential political or economic instability
depending on the countries, in the difficulties that may arise in evaluating assets and liabilities relating to these
operations, in integrating people, activities, technologies and products, as well as in implementing governance
and compliance systems and procedures.
The failure by a business partner to comply with applicable laws, rules or regulations, or contract requirements,
could negatively impact our business and, in the case of government contracts, could result in fines, penalties,
suspension or even debarment being imposed on us, which could have a material adverse impact on our
reputation, business, financial condition and results of operations.

Product performance warranty and casualty claim losses
The products that we manufacture are highly complex and sophisticated and may contain defects that are difficult
to detect or correct. These products are subject to detailed specifications, which are listed in the individual
contracts with customers, as well as to stringent certification or approval requirements. Defects may be found in
products before and after they are delivered to the customer. When discovered, we may incur significant
additional costs to modify and/or retrofit our products and we may not be able to correct defects in a timely
manner or at all. The occurrence of defects and failures in our products could give rise to non-conformity costs,
including warranty and damage claims, negatively affect our reputation and profitability and result in the loss of
customers. Correcting such defects, if possible, could require significant investment.
In addition, due to the nature of our business, liability claims may arise from accidents, incidents or disasters
involving products and services that we have provided, including claims for serious personal injuries or death.
These accidents may be caused by climatic factors or human error. If any of our products is proven to have
quality issues, fails to meet the national or industrial standards or has potential risks to the safety of human and
properties, we may have to recall such products, be subject to penalties, have our operating licences or permits
revoked, suspend production and sale of our products, or be ordered to take corrective measures. A product recall
may also affect our reputation and brand name, result in a decreased demand for our products and lead to stricter
scrutiny by regulatory agencies over our operations.
We cannot be certain that current insurance coverage will be sufficient to cover one or more substantial claims.
Furthermore, there can be no assurance that we will be able to obtain insurance coverage at acceptable levels
and costs in the future.
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Regulatory and legal risks
We are subject to numerous risks relating to current and future regulations, as well as legal proceedings, both
present or that may arise in the future. For example, the harmonization of the European railway market through
the new European standards will require investment to upgrade our existing products to comply with regulatory
requirements, without which regulatory authorities and thus our customer may not accept our products.
Unavailability of compliant products may lead to a loss of market share.
Given our size, investigations, claims and lawsuits seeking damages and other relief are regularly threatened or
pending against us. We are, and may become, party to lawsuits in the ordinary course of business, including
those involving allegations of late deliveries of goods or services, product liability, product defects, quality
problems and intellectual property infringement. These matters may divert financial and management resources
that would otherwise be used to benefit our operations, and the cost to defend litigation may be significant.
Material losses may be incurred related to litigation beyond the limits or outside the coverage of current insurance
and existing provisions for litigation-related losses may not be sufficient to cover the ultimate loss or expenditure.
Moreover, legal proceedings resulting in judgments or findings against us may harm our reputation and place us
at a disadvantage for future orders or contract awards. There also may be adverse publicity associated with
litigation, including without limitation litigation related to product safety, which could negatively affect the public
perception of our business or reputation, regardless of whether the allegations are valid or whether we are
ultimately found liable. As a result, litigation could materially adversely affect our business and financial results.
In addition, as part of the regulatory and legal environments in which we operate, we are subject to anti-bribery
laws that prohibit improper payments directly or indirectly to government officials, authorities or persons defined in
those anti-bribery laws in order to obtain business or other improper advantages in the conduct of business.
Notably, sales to foreign customers are subject to such laws. Pursuant to such laws, a company may be found
liable for violations resulting not only from actions of certain of its employees, but also in certain circumstances
from actions of its contractors and third party agents.
Our Code of Ethics and other corporate policies mandate compliance with these laws and regulations and we
have implemented training programs, internal monitoring and controls, and reviews and audits to ensure
compliance with such laws. However, there can be no assurance that our internal control policies and procedures
will protect us from recklessness, fraudulent behaviour, dishonesty or other inappropriate behaviour on the part of
our employees, contractors, suppliers, affiliates, consultants, agents, and/or partners. Misconduct or failure by our
employees, contractors, suppliers, affiliates, consultants, agents, and/or partners to comply with anti-bribery laws
and other applicable laws and regulations could impact Bombardier in various ways that include, but are not
limited to, criminal, civil and administrative legal sanctions, debarment from bidding for or performing government
contracts, and negative publicity, and could have a negative effect on our business, reputation, results of
operations, profitability, share price and financial condition. In recent years, there has been a general increase in
both the frequency of enforcement and the severity of penalties under such laws, resulting in greater scrutiny of
and punishment to companies convicted of violating anti-corruption and anti-bribery laws. See also “Supply chain
risks” below.
Also refer to Note 43 – Commitments and contingencies to our consolidated financial statements.

Environmental, health and safety risks
Our products, as well as our manufacturing and service activities, are subject to environmental laws and
regulations in each of the jurisdictions in which we operate, governing, among other things, product performance
or materials content, energy use and greenhouse gas emissions, air, water and noise pollution, the use, storage,
labelling, transportation and disposal or release of hazardous substances, human health and safety risks arising
from the exposure to hazardous or toxic materials or defective products and the remediation of soil and
groundwater contamination on or under our properties (whether or not caused by us), or on or under other
properties and caused by our current or past operations, including our disposal of hazardous wastes at third party
sites. These laws and regulations may cause us to incur costs, including fines, damages, criminal or civil
sanctions and remediation costs, or experience interruptions in our operations, and may negatively impact the
market for our products.
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Environmental, health and safety regulatory requirements, or enforcement thereof, may become more stringent in
the future and we may incur additional costs to be compliant with such future requirements or enforcement. In
addition, we may have contractual or other liabilities for environmental matters relating to businesses, products or
properties that we have in the past closed, sold or otherwise disposed of, or will close, sell or dispose of in the
future.

Dependence on limited number of contracts and customers
In any given period, a limited number of contracts or customers may account for a significant portion of our
revenues and cash flows for some of our products. Although we constantly seek to expand our customer base, we
believe that revenues and results for any given period may continue to be significantly affected by a limited
number of contracts or customers due to the nature of some of our products. Consequently, the loss of such a
customer or changes to their orders, milestones, milestone payments, cancellation of all or a portion of their
contract, or significant operational risk materializing in one or several large contracts could result in fewer sales
and/or a lower market share, and may have a material adverse impact on our business, results, cash flows and
financial position. Since the majority of our rail transportation customers are governments or public-sector
companies or operate under public contracts, our order intake is also dependent to a significant degree on publicsector budgets and spending policies.

Supply chain risks
Our manufacturing operations are dependent on a limited number of suppliers for the delivery of raw materials
(mainly aluminum, advanced aluminum alloy and titanium) and major systems (such as engines, wings, nacelles,
landing gear, avionics, flight controls and fuselages) for our aerospace products, and raw materials (mainly steel
and aluminum), services (mainly engineering, civil and electrical subcontracts) and major systems (such as
brakes, doors, heating, ventilation and air conditioning) for our rail transportation products.
Disruptions in our supply chain can impact our ability to deliver on schedule. Moreover, failure by one or more
suppliers to meet performance specifications, quality standards or delivery schedules could adversely affect our
ability to meet our commitments to customers, in particular if we are unable to purchase the key components and
parts from those suppliers upon agreed terms or in a cost-effective manner and if we cannot find alternative
suppliers on commercially acceptable terms in a timely manner. We may not be able to recover any costs or
liability we incur (including liability to our customers) as a result of any such failure from the applicable supplier,
which could have a material adverse effect on our financial condition and results of our operations.
Some of our suppliers participate in the development of products such as aircraft or rolling stock platforms. The
advancement of many of our new product development programs also relies on the performance of these key
suppliers and, therefore, supplier delays which go unmitigated could result in delays to a program as a whole.
These suppliers subsequently deliver major components and own some of the intellectual property related to key
components they have developed. Our contracts with these suppliers are therefore on a long-term basis. The
replacement of such suppliers, if possible, could be costly and take a significant amount of time.
Our dependence on foreign suppliers and subcontractors and our global operations subject us to a variety of risks
and uncertainties. All of our direct suppliers must comply with our Supplier Code of Conduct, which formalizes our
expectations with respect to suppliers’ business standards, and is designed to ensure that each of our suppliers’
operations are conducted in a legal, ethical, and responsible manner. However, we do not control our independent
suppliers or those indirect suppliers and companies with whom they do business and cannot guarantee their
compliance with our Supplier Code of Conduct and with applicable laws and regulations or that violations will be
reported to us in a timely manner. Any violation of applicable laws and regulations or failure to use ethical
business practices by one or more third-party subcontractors or suppliers, including laws and regulations related
to, among other things, labour practices, health and safety, and environmental protection, could also materially
adversely affect our business and reputation and, in the case of government contracts, could result in fines,
penalties, suspension or even debarment being imposed on us.
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Human resources (including collective agreements)
Our senior executives have extensive experience in the industries in which we operate and with our business,
suppliers, products and customers. The loss of management knowledge, expertise and technical proficiency as a
result of the loss of one or more members of our core management team could result in a diversion of
management resources or a temporary executive gap, and negatively affect our ability to develop and pursue
other business strategies, which could materially adversely affect our business and financial results.
Employment market competition is fierce when it comes to hiring the highly qualified managers and specialists
needed to complete the work we require, particularly in certain emerging countries. In many of our business areas
we intend to expand our business activities, for which we will need highly skilled employees. The success of our
development plans depends, in part, on our ability to develop skills, to retain employees, and to recruit and
integrate additional managers and skilled employees. Human resource risk includes the risk of delays in the
recruitment of or inability to retain and motivate highly skilled employees, including those involved in R&D and
manufacturing activities that are essential to our success. There is no guarantee that we will be successful in
recruiting, integrating and retaining such employees as needed to accompany our business development, in
particular in emerging countries. Conversely, the measures to adapt headcount to evolution in demand may result
in pressures from our workforce and social risks, which may have an adverse impact on our expected costs
reductions and production capacities.
In addition, we are party to several collective agreements that are due to expire at various times in the future. An
inability to renew these collective agreements on mutually agreeable terms, as they become subject to
renegotiation from time to time, could result in work stoppages or other labour disturbances such as strikes,
walkouts or lock-outs, and/or increased costs of labour, which could adversely affect our ability to deliver products
and services in a timely manner and on budget and could adversely affect our financial condition and results.
Additionally, as a result of our continuing review of our businesses and processes to reduce cost, improve our
manufacturing platform, and better position ourselves in the marketplace, it may be necessary to curtail
production or permanently shut down facilities, leading to the transfer of employees to new production facilities
and processes or to the reduction of our workforce. This could materially adversely impact our relationship with
our employees, as well as result in asset write-downs at affected facilities.

Reliance on information systems
Like those of other large multinational companies, our technology systems may be vulnerable to a variety of
sources of failure, interruption or misuse, including by reason of natural disasters, cyberattacks and cybersecurity
threats, network communication failures, computer viruses and other security threats to the confidentiality,
availability and integrity of our systems. Information security risks have increased in recent years due to the
proliferation of new technologies and the increased sophistication of perpetrators of cyberattacks.
Information contained in our systems include proprietary or sensitive information on our customers, suppliers,
partners, employees, business information, research and development activities and our intellectual property.
Unauthorized third parties may be able to penetrate our network security and misappropriate or compromise our
confidential information, deploy viruses, worms and other malware or phishing that would exploit any security
vulnerabilities in our management information systems, create system disruptions or cause machinery or plant
shutdowns. Such attacks could potentially lead to the publication, manipulation or leakage of information,
improper use of our systems, defective products, production downtimes, and supply shortages. Our partners and
suppliers also face risks of unauthorized access to their information systems which may contain our confidential
information. The Cyber Security, Risk and Compliance team, under the direction of the Global CIO, and reporting
to the Finance and Risk Management Committee of the Board of Bombardier, supervises and maintains technical
and process controls, enforcement and comprehensive monitoring of systems and networks designed to prevent,
detect and respond to unauthorized activity in our systems. Considering the complexity and evolving nature of the
threats, as well as the unpredictability of the timing, nature and scope of disruptions from such threats, we cannot
ensure that the measures taken will be sufficient to counter any such unauthorized access to information systems,
nor that our assessment and mitigation measures are sufficient to avoid, or mitigate the impact of, a system
failure.
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The integrity, reliability and security of information in all forms are critical to our success. Inaccurate, incomplete or
unavailable information and/or inappropriate access to information could lead to incorrect financial and/or
operational reporting, poor decisions, delayed reaction times to the resolution of problems, privacy breaches and/
or inappropriate disclosure or leaking of sensitive information. Any system failure, cyberattack or a breach of
systems could result in disruption of activities and operational delays, information losses, significant remediation
costs, increased cyber security costs, lost revenues due to a disruption of activities, diminished competitive
advantage and/or litigation and reputational harm affecting customer and investor confidence, which could
materially adversely affect our business, financial condition, and results of our operations. Material losses may be
incurred related to the foregoing beyond the limits or outside the coverage of current insurance and existing
provisions for such losses may not be sufficient to cover the ultimate loss or expenditure. Furthermore, media or
other reports of perceived security vulnerabilities of our systems, even if no breach has been attempted or had
occurred, could adversely impact our brand and reputation and materially impact our business and financial
results.

Reliance on and protection of intellectual property
We regularly apply for new patents and actively manage our intellectual property portfolio to secure our
technological position. However, our patents and other intellectual property may not prevent competitors from
independently developing, or obtaining through licensing, alternative technologies that are substantially equivalent
or superior to ours, and we cannot provide assurance that the measures we have taken will be sufficient to
prevent any misappropriation of our intellectual property. Furthermore, we cannot assure that all our registration
applications will be successful, or our registered intellectual property rights will not be subject to any objection. If
the steps we have taken and the protection afforded by law do not adequately safeguard our intellectual property
rights, or we are not able to register or defend our intellectual property rights, and our competitors exploit our
intellectual property in the manufacture and sale of competing products in the markets we operate, such events
could materially and adversely affect our business.
We could also face claims by others that we are improperly using intellectual property owned by them or
otherwise infringing their rights in intellectual property. Irrespective of the validity or the successful assertion of
such claims, we could incur costs in either defending or settling any intellectual property disputes alleging
infringement. Adverse rulings in any litigation or proceeding could result in the loss of our proprietary rights and
subject us to significant liabilities or even business disruption. Any potential intellectual property litigation against
us could also force us to, among other things, cease selling the challenged products, develop non-infringing
alternatives or obtain licences from the owner of the infringed intellectual property. We may not be successful in
developing such alternatives or in obtaining such licences on reasonable terms or at all, which could damage our
reputation and affect our financial condition and profitability.

Reputation risks
Reputational risk may arise under many situations including, among others, quality or performance issues on our
projects, product safety issues, a poor health and safety record, failure to maintain ethically and socially
responsible operations, or alleged or proven non-compliance with laws or regulations by our employees, agents,
subcontractors, suppliers and/or partners. Any negative publicity about, or significant damage to, our image and
reputation could have an adverse impact on customer perception and confidence and may cause the cancellation
of current projects and influence our ability to obtain future projects, which could materially adversely affect our
business, results of operations and financial condition. Also, the pervasiveness and viral nature of social media
could exacerbate any negative publicity with respect to our business practices and products.
Furthermore, any unethical conduct by a supplier or subcontractor or any allegations, whether or not founded, of
unfair or illegal business practices by a supplier or subcontractor, including production methods, labour practices,
health and safety and environmental protection, could also materially adversely affect our image and reputation,
which could in turn materially adversely affect our business and financial results.
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Adequacy of insurance coverage for our business, products and properties
We maintain insurance policies in accordance with the needs of our business. However, we cannot guarantee that
our insurance policies will provide adequate coverage should we face extraordinary occurrences that result in
losses. We may not obtain certain insurance coverage or may experience difficulties in obtaining the insurance
coverage we need at acceptable levels and costs in the future, which could materially and adversely affect our
business, financial condition and results of operations.
Accidents or natural disasters may also result in significant property damage, disruption of our operations and
personal injuries or fatalities, and our insurance coverage may be inadequate to cover such losses. In the event of
an uninsured loss or a loss in excess of our insured limits, we could suffer damage to our reputation and/or lose
all or a portion of our production capacity as well as future revenues expected to be generated by the relevant
facilities. Any material loss not covered by our insurance could adversely affect our business, financial condition
and results of operations.

Risk management policies, procedures and strategies
We have devoted significant resources to develop our risk management policies, procedures and strategies and
expect to continue to do so in the future. Nonetheless, our policies, procedures and strategies may not be
comprehensive. Many of our methods for identifying, analyzing and managing risk and exposures are based upon
risk management processes that are embedded in governance and activities of each reportable segment,
focusing on all stages of the product development process. Risk management methods depend upon the
evaluation and/or reporting of information regarding product development, product management, industry
outlooks, markets, customers, project execution, catastrophe occurrence or other matters publicly available or
otherwise accessible to us. This information may not always be accurate, complete, up-to-date or properly
evaluated or reported.

Tax matters and changes in tax laws
As a multinational company conducting operations through subsidiaries in multiple jurisdictions, we are subject to
income and other taxes, tax laws and fiscal policies in numerous jurisdictions. Our effective income tax rate in the
future could be adversely affected as a result of a number of factors, including changes in the mix of earnings in
countries with differing statutory tax rates, changes in the valuation of deferred tax assets and liabilities, changes
in tax laws, treaties or regulations or their interpretation, and the outcome of income tax audits in various
jurisdictions around the world.
We regularly assess all of these matters to determine the adequacy of our tax liabilities. In determining our
provisions for income taxes and our accounting for tax-related matters in general, we are required to exercise
judgment. We regularly make estimates where the ultimate tax determination is uncertain. There can be no
assurance that the final determination of any tax audit, appeal of the decision of a taxing authority, tax litigation or
similar proceedings will not be materially different from that reflected in our historical financial statements. The
assessment of additional taxes, interest and penalties could be materially adverse to our current and future
results of operations and financial condition.
Our Canadian and foreign entities undertake certain operations with other currently existing or new subsidiaries in
different jurisdictions around the world. The tax laws of these jurisdictions, including Canada, have detailed
transfer pricing rules that require that all transactions with non-resident related parties be priced using arm’s
length pricing principles. The taxation authorities in the jurisdictions where we carry on business could challenge
our arm’s length related party transfer pricing policies. International transfer pricing is a subjective area of taxation
and generally involves a significant degree of judgment. If any of these taxation authorities were to successfully
challenge our transfer pricing policies, our income tax expense may be adversely affected and we could also be
subjected to interest and penalties. Any such increase in our income tax expense and related interest and
penalties could have a material adverse effect on our business, results of operations or financial condition.
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Financing risk
Liquidity and access to capital markets
Our businesses are cyclical and highly capital intensive. In the ordinary course of our business, we rely on cash
and cash equivalents, cash flows generated by operations, capital market resources such as debt and equity and
other financing arrangements such as revolving credit facilities, and certain working capital financing initiatives
such as the sale of receivables, arrangements for advances from third parties and the negotiation of extended
payment terms with certain suppliers to satisfy our financing needs. There can be no assurance that such working
capital cash sources will be available to us in the future on acceptable terms or at all.
Our ability to achieve our business and cash generation plans is based on a number of assumptions which
involve significant judgments and estimates of future performance, borrowing capacity and credit availability,
which cannot at all times be assured.
The Corporation also routinely reviews its debt profile with a view to managing or extending maturities and/or
negotiating more favourable terms and conditions with respect to its bank facilities. The Corporation also routinely
reviews the terms and conditions of its bank facilities and seeks annual extensions of the availability periods
thereunder.
From time to time, we undertake various financing initiatives to solidify our liquidity position. We plan to continue
to explore various initiatives such as certain business activities’ potential participation in industry consolidation.
There are no assurances that we will be able to implement these or any other strategic options on favourable
terms and timing or at all, and, if implemented, that such actions would have the planned results.
There can be no assurance that our expected cash flows from operating activities, combined with available shortterm capital resources will enable the development of new products to enhance competitiveness and support
growth and will enable us to meet all other expected financial requirements in the foreseeable future.
If our cash flows and other capital resources are insufficient to fund the required work on our ongoing contracts,
programs and projects, as well as our capital expenditures and debt service obligations, we could be forced to
reduce or delay deliveries, investments and capital expenditures or to seek additional debt or equity capital. We
may not be able to obtain alternative capital resources, if necessary, on favourable terms or at all.
A decline in credit ratings, a significant reduction in the surety or financing market global capacity, widening credit
spreads, changes in our outlook or guidance, significant changes in market interest rates or general economic
conditions or an adverse perception by banks and capital markets of our financial condition or prospects could all
significantly increase our cost of financing or impede our ability to access financial markets. Our credit ratings
may be impacted by many factors, including factors outside of our control relating to the industries or countries
and regions in which we operate, and, accordingly, no assurance can be given that our credit ratings may not be
downgraded in the future. Actual or anticipated changes or downgrades in our credit ratings, including any
announcement that our ratings are under further review for a downgrade, may increase our cost of financing.
Our right to convert into cash certain deposits or investments, held in financing structures to guarantee our
obligations, may be subject to restrictions. Additionally, in some countries, cash generated by operations may be
subject to restrictions on the right to convert and/or repatriate money and may thus not be available for immediate
use.
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Retirement benefit plan risk
We are required to make contributions to a number of pension plans, some of which are presently in a deficit
position. Pension funding requirements are dependent on regulatory requirements and on the valuations of plan
assets and liabilities, which are subject to a number of factors, including expected returns on plan assets, longterm interest rates, as well as applicable actuarial practices and various other assumptions. The potential
requirement to make additional contributions as a result of changes to regulations, actuarial assumptions or other
factors may reduce the amount of funds available for operating purposes, thus limiting our financial flexibility and
weakening our financial condition.
There is no assurance that retirement benefit plan assets will earn the expected rates of return. The ability of our
retirement benefit plan assets to earn these expected rates of return depends in large part on the performance of
capital markets. Market conditions also affect the discount rates used to calculate our net retirement benefit
liabilities and could also impact our retirement benefit costs, cash funding requirements and liquidity position.
The net retirement benefit liability is highly sensitive to variations to the underlying discount rate, which represents
the market rate for high-quality corporate fixed-income investments at the end of each reporting period consistent
with the currency and estimated term of the benefit obligations. As a result, the discount rates change is based on
market conditions.
Despite all of these risks, as a result of the risk mitigation measures we have implemented over the years, the
employer contributions to our pension plans have been very stable from one year to another (within $320 million $375 million range) since 2015. Refer to the Retirement benefits section in Overview of the MD&A for more
details.

Credit risk
We are exposed to credit risk through our derivative financial instruments and other investing activities carried out
as part of our normal treasury activities, as well as through our trade receivables arising from normal commercial
activities and through financing activities provided to our aerospace customers primarily in the form of aircraft
loans and lease receivables. Reduced liquidity may result if our customers or other counterparties are unable to
make payment of amounts owed to us, or delay these payments, and we may incur impairment losses on these
assets. Furthermore, if our customers experience deteriorating credit quality, we may need to provide additional
direct or indirect financing support to maintain sales, increasing our exposure to credit risk, or reduce our
customers’ credit limits, which could negatively affect our revenues.
We also have exposure to banks in the form of periodically placed deposits and credit commitments. In the event
the banks with which we transact are unable to withstand regulatory or liquidity pressures, credit facilities,
including letter of credit facilities, may become unavailable or we may not be able to extend such facilities upon
their maturity.

Substantial debt and significant interest payment requirements
We currently have, and expect to continue to have, a substantial amount of debt, and significant interest payment
requirements. Our level of indebtedness could have significant consequences, including the following:
• it may be more difficult to satisfy our obligations with respect to our indebtedness;
• our vulnerability to general adverse economic and industry conditions may be increased;
• we may be required to dedicate a substantial portion of our cash flows from operations to interest and
principal repayments on our indebtedness, reducing the availability of cash flows to fund capital expenditures,
working capital, acquisitions, new business initiatives and other general corporate purposes;
• our flexibility in planning for, or reacting to, changes in our businesses and the industries in which we operate
may be limited;
• we may be placed at a disadvantage compared to our competitors that have less debt or greater financial
resources;
• it may limit, along with the financial and other restrictive covenants to which we are subject, among other
things, our ability to borrow additional funds on commercially reasonable terms, or at all;
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•
•

we may be required to monetize assets on terms that are unfavourable to us; and
we may be required to offer debt or equity securities on terms that are not favourable to us or our
shareholders.

We have various debt maturities ranging between 2021 and 2034, and we cannot provide assurance that this
indebtedness will be refinanced on favourable terms or at all.
For more information regarding our long-term debt, see Note 29 - Long-term debt, to our consolidated financial
statements.

Restrictive debt covenants
The indentures governing certain of our indebtedness, revolving credit facility and letter of credit facility contain
covenants that, among other things, restrict our ability, and in some cases the ability of our subsidiaries, to:
• incur additional debt and provide guarantees;
• repay subordinated debt;
• create or permit certain liens;
• use the proceeds from the sale of assets and capital stock of subsidiaries;
• pay dividends and make certain other disbursements;
• allow our subsidiaries to pay dividends or make other payments;
• engage in certain transactions with affiliates; and
• enter into certain consolidations, mergers or transfers of all or certain assets.
These restrictions could impair our ability to finance future operations or capital needs, or engage in other
business activities that may be beneficial.
The Corporation is subject to various financial covenants under the Transportation letter of credit facility and the
Transportation revolving credit facility, which must be met on a quarterly basis. Those facilities include financial
covenants requiring minimum equity as well as a maximum debt to EBITDA ratio, all calculated based on
Transportation stand-alone financial data. These terms and ratios are defined in the respective agreements and
do not correspond to the Corporation’s global metrics as described in Note 37 – Capital management or to the
specific terms used in the MD&A. In addition, the Corporation must maintain a minimum Transportation liquidity of
€750 million ($843 million). Minimum liquidity required is not defined as comprising only cash and cash
equivalents as presented in the consolidated statement of financial position.
Our ability to comply with these covenants may also be affected by events beyond our control. A breach of any of
these agreements or our inability to comply with these covenants could result in a default under these facilities,
which would permit our banks to request immediate defeasance or cash cover of all outstanding letters of credit,
and our bond holders and other lenders to declare amounts owed to them to be immediately payable. If any of
these facilities is accelerated, or we are subject to significant cash cover calls, we may not have access to
sufficient liquidity or credit to refinance such facilities on terms acceptable to us or at all. Furthermore, if we incur
additional debt in the future, we may be subject to additional covenants, which may be more restrictive than those
to which we are subject now. In addition, failure to comply with the obligations contained in our existing or future
indentures or loan agreements could require us to immediately cash cover, or repay debt under other agreements
that may contain cross-acceleration or cross-default provisions. There can be no assurance that we would be able
to obtain waivers or amendments of any such defaults, or be able to cash cover or refinance such facilities, on
terms acceptable to us or at all.
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Government support
From time to time, we receive various types of government financial support. Some of these financial support
programs require the repayment of amounts to the government at the time of product delivery. The level of
government support reflects government policy and depends on fiscal spending levels and other political and
economic factors. We cannot predict if future government-sponsored support will be available. The loss of or any
substantial reduction in the availability of government support could negatively impact our liquidity assumptions
related to the development of aircraft or rail products and services. In addition, any future government support
received by our competitors could have a negative impact on our competitiveness, sales and market share.

General economic risk
The markets in which we operate may from time to time be affected by a number of local, regional and global
factors. Since our sales and operations are undertaken around the world, including through manufacturing and
production capacity in Europe and in North America, and partnerships and joint ventures in regions such as Asia
and Africa, we may be directly or indirectly affected by an unfavourable political or economic slowdown occurring
within these geographic zones and our business may be exposed to a number of related risks, such as
fluctuations in exchange rates and restrictions on the transfer of capital.
Should the current uncertain global economic situation persist over time or deteriorate, should the economic
headwinds in certain countries, regions or key markets intensify or spread to other countries, or should the global
economic environment deteriorate, this could, in particular, result in potential buyers postponing the purchase of
our products or services, lower order intake, order cancellations or deferral of deliveries, lower availability of
customer financing, an increase in our involvement in customer financing, downward pressure on selling prices,
increased inventory levels, decreased level of customer advances, slower collection of receivables, reduction in
production activities, paused or discontinued production of certain products, termination of employees or adverse
impacts on suppliers.

Brexit
On June 23, 2016, a referendum took place whereby British citizens voted to exit the European Union, commonly
known as “Brexit”. On January 31, 2020, the U.K. formally left the European Union and has entered into a
transition or implementation period lasting until December 31, 2020.
Bombardier could be impacted by Brexit in both our aerospace and rail businesses. In 2019, 42% of our
revenues were generated in Europe, of which 22% was generated in the U.K. Brexit could result in increased
geopolitical and economic risks and could cause disruptions to and create uncertainty surrounding our
businesses, including affecting our relationships with existing and future customers, suppliers and employees,
which could in turn have an adverse effect on our financial results and operations. There could also be greater
restrictions on imports and exports between the U.K. and European Union countries and could also result in
increased regulatory complexities.
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The announcement of Brexit caused significant currency exchange fluctuations. The U.S. dollar strengthened
against other currencies, particularly the pound sterling and the euro. Our revenues are denominated mainly in
U.S. dollars for aircraft sales and mainly in euro and other currencies for our rail business. The strengthening of
the U.S. dollar relative to these other currencies could adversely affect our results of operations, particularly in the
rail business, where a potential devaluation of the local currency or of the euro relative to the U.S. dollar coupled
with potential increased inflation risk, may expose us to losses and could impair our customers’ purchasing power.

Business environment risk

Financial condition of the rail industry
The rail industry has historically been resilient during economic downturns. Challenging economic and financial
conditions in specific areas, however, may have a negative impact on some rail operators. As customers deal with
budget pressures and discipline and even austerity measures, it may result in projects being reduced in size,
postponed or even cancelled. Such actions by public or private rail operators may negatively impact our order
intake and revenues and put significant pressure on our cost structure and prices. These conditions may be
exacerbated in times of declining investment activity.
A significant proportion of our rail business in any given period relies on government agencies and other public
institutions, which have historically represented the vast majority of the value of the orders that we book annually.
The amount public institutions are able to invest and spend depends on complex political and economic factors
and could vary from one fiscal year to the next. Economic slowdown and public budgetary restrictions can cause
a decrease in infrastructure investments, delays in placing orders and delays in executing contracts or payments,
as well as a decrease in fiscal and other incentive-based measures to promote research and development. In
periods of over-indebtedness (or of a sovereign debt crisis), the implementation of austerity or public spending
reduction programs can lead to a negative impact on the volume of orders placed for transportation infrastructure
projects.
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In addition, intense competition in the rail industry and demands by customers in the current economic
environment have resulted in certain adverse impacts, including the lower level and later receipt of advance
payments. This evolution of contract terms may adversely impact our cash flows and may require us to obtain and
deploy increased amounts of capital from other sources, including factoring facilities, which may adversely affect
our return on equity, financial condition and results of operations. In addition, there can be no assurance that if
such customer payment and advances terms continue to evolve in a manner adverse to the manufacturers we will
be able to access sufficient replacement working capital to finance the execution of projects on acceptable terms
or at all.

Trade policy
As a globally operating organization, our businesses are subject to government policies related to import and
export restrictions and business acquisitions, support for export sales, and world trade policies including specific
regional trade practices. As a result, we are exposed to risks associated with changing priorities by government
and supranational agencies.
In addition, protectionist trade policies and changes in the political and regulatory environment in the markets in
which we operate, such as foreign exchange import and export controls, tariffs and other trade barriers, price or
exchange controls as well as potential changes to free trade arrangements could affect our business in several
national markets, impact our sales and profitability and make the repatriation of profits difficult, and may expose
us to penalties, sanctions and reputational damage.

Increased competition from other businesses including new entrants in market segments in
which we compete
We face intense competition in the markets and geographies in which we operate. We face competition from
strong competitors, some of which are larger and may have greater resources in a given business or region, as
well as competitors from emerging markets and new entrants, which may have a better cost structure. In the
aerospace market segments in which we compete, competitors are developing numerous aircraft programs, with
entries-into-service expected throughout the next decade. We face the risk that market share may be eroded if
potential customers opt for competitors’ products. We may also be negatively impacted if we are not able to meet
product support expectations or provide an international presence for our diverse customer base.
Some rail transportation market segments in which we operate, and some of the significant market participants in
our businesses, are undergoing consolidation. Such consolidation may increase pressure on prices and profit
margins, as well as on payment terms and conditions, manufacturing timeframes and the technologies proposed
and services provided to clients, which could weaken our position in certain markets. Furthermore, certain
competitors might be more effective and faster in capturing available market opportunities, which in turn may
negatively impact our results, revenues and market share.

Political instability
Political instability, which may result from various factors, including social or economic factors, in certain regions
of the world may be prolonged and unpredictable. Any prolonged political instability in markets in which we
participate could lead to delays or cancellation of orders, deliveries or projects in which we have invested
significant resources, particularly when the customers are state-owned or state-controlled entities.
Geopolitical and economic risks, international sanctions and the price of oil affecting many energy-exporting
nations have raised new concerns in international economies. Beyond any immediate impact, these
developments may also negatively affect the evolution of the global economy.
In addition, geopolitical events in the geographic areas in which we operate can increase difficulties relative to the
conditions under which the contracts we have signed are executed, extend execution periods or trigger
unexpected legislative or regulatory changes that could significantly increase the costs of execution initially
projected for these contracts, all of which could have a material adverse effect on our business, financial
condition, cash flows and results of operations.
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Force majeure
Force majeure events are unpredictable and may have significant adverse results such as: personal injury or
fatality; damage to or destruction of ongoing projects, facilities or equipment; environmental damage; delays or
cancellations of orders and deliveries; delays in the receipt of materials from our suppliers; delays in projects; or
legal liability.

Global climate change
Global climate change could exacerbate certain of the threats facing our business, including the frequency and
severity of weather-related events, which can disrupt our operations, damage our infrastructure or properties,
create financial risk to our business or otherwise have a material adverse effect on our results of operations,
financial position or liquidity. These may result in substantial costs to respond during the event, to recover from
the event and possibly to modify existing or future infrastructure requirements to prevent recurrence. Climate
changes could also disrupt our operations by impacting the availability and cost of materials needed for
manufacturing and could increase insurance and other operating costs.
The potential physical impacts of climate change on our operations are highly uncertain, and could be particular to
the geographic circumstances in areas in which we operate and may include changes in rainfall and storm
patterns and intensities, water shortages, rising water levels and changing temperatures. These factors may
impact our decisions to construct new facilities or maintain existing facilities in areas most prone to physical
climate risks. We could also face indirect financial risks passed through the supply chain and process disruptions
due to physical climate changes could result in price modifications for our products and the resources needed to
produce them. These impacts may adversely impact the cost, production, and financial performance of our
operations. In addition, concerns about the environmental impacts of air travel and tendencies towards “green”
travel initiatives have contributed to higher levels of scrutiny with respect to emissions which could have the effect
of reducing demand for air travel and could materially adversely impact our Aviation business and reputation.
Global climate change also results in regulatory risks which vary according to the national and local requirements
implemented by each jurisdiction where we are present. Our products as well as our manufacturing and services
activities are subject to environmental regulations by federal, provincial and local authorities in Canada as well as
local regulatory authorities with jurisdiction over our operations outside of Canada. There continues to be a lack of
consistent climate legislation, which creates economic and regulatory uncertainty. Most countries where we carry
out manufacturing activities are at various stages of developing binding emission allocations and trading
schemes. During 2019, our regulatory risks associated with climate change mainly fell under our obligations to the
European Union Emission Trading Scheme, the United Kingdom Climate Change Agreement, the United
Kingdom's Carbon Reduction Commitment energy efficiency scheme (launched in April 2010), the Energy
Savings Opportunity Scheme and the Québec carbon market trading scheme. Increased public awareness and
concern regarding global climate change may result in more legislative and/or regulatory requirements to reduce
or mitigate the effects of greenhouse gas emissions. The impact to us and our industry from legislation and
increased regulation regarding climate change is likely to be adverse and could be significant, particularly if
regulators were to conclude that emissions from aircraft cause significant harm to the upper atmosphere or have
a greater impact on climate change than other industries. We may be directly exposed to such measures, which
could result in significant costs on us, on our customers and on our suppliers, including costs related to increased
energy requirements, capital equipment, environmental monitoring and reporting, and other costs necessary to
comply with such regulations that could adversely affect our business, financial condition, operating performance,
and ability to compete. In addition, such regulatory changes could necessitate us to develop new technologies,
requiring significant investments of capital and resources.
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Market risk
Foreign exchange risk
Our financial results are reported in U.S. dollars and a significant portion of our sales and operating costs are
transacted in currencies other than U.S. dollars, most often euros, Canadian dollars, pounds sterling, Swiss
francs, Swedish krona and Mexican pesos.
Transportation aims to hedge all of its identified foreign currency exposures to limit the effect of currency
movements on their results. Such contracts hedge foreign-currency denominated transactions and any change in
the fair value of the contracts could be offset by changes in the underlying value of the transactions being hedged.
The use of forward foreign exchange contracts also contains an inherent credit risk related to default on
obligations by the counterparties to such contracts. Although we aim to have foreign-exchange hedging contracts
with respect to all currencies in which we do business, there may be situations where we do not have hedging
contracts or are not fully hedged for various reasons including regulation and market availability and accessibility.
As a result, there can be no assurance that our approach to managing our exposure to foreign-exchange rate
fluctuations will be effective in the future or that we will be able to enter into foreign-exchange hedging contracts
as deemed necessary on satisfactory terms. In situations where we are not fully hedged, our results of operations
are affected by movements in these currencies against the U.S. dollar. Significant fluctuations in relative currency
values against the U.S. dollar could thus have a significant impact on our future profitability. Additionally, the
settlement timing of foreign currency derivatives could significantly impact our liquidity. Fluctuations in foreign
currency exchange rates could also have a material adverse effect on the relative competitive position of our
products in markets where they face competition from competitors who are less affected by such fluctuations in
exchange rates.

Interest rate risk
Changes in interest rates may result in fluctuations in our future cash flows related to variable-rate financial assets
and liabilities, including long-term fixed-rate debt synthetically converted to variable interest rates. Changes in
interest rates may also affect our future cash flows related to commitments to provide financing support to
facilitate customers’ access to capital. For these items, cash flows could be impacted by changes in benchmark
rates such as Libor, Euribor or Bankers’ Acceptance. In addition, we are exposed to gains and losses arising from
changes in interest rates, which includes marketability risks, through our financial instruments carried at fair value.
These financial instruments include certain aircraft loans and lease receivables, investments in securities,
investments in financing structures, lease subsidies and certain derivative financial instruments.

Commodity price risk
We are exposed to commodity price risk relating principally to fluctuations in the cost of materials used in our
supply chain, such as aluminum, advanced aluminum alloy, titanium, steel and other materials that we use to
manufacture our products, and which represent a significant portion of our cost of sales. We do not maintain
significant inventories of raw materials and components and parts. The prices and availabilities of raw materials
and components and parts may vary significantly from period to period due to factors such as consumer demand,
supply, market conditions and costs of raw materials. In particular, raw materials required for our operations, may
be subject to pricing cyclicality and periodic shortages from time to time. We cannot guarantee that corresponding
variations in cost will be fully reflected in contract prices, and we may be unable to recoup these raw material
price increases, which could affect the profitability of such contracts.
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Inflation risk

At Transportation, contract cost estimates
are subject to inflation rate assumptions. Estimated revenues at completion are adjusted for price escalation
clauses, several of which are linked to inflation. Fluctuations in inflation rates could nevertheless have a
significant impact on our future profitability if the inflation rate assumption used varies from the actual inflation
rate, and this is a particularly acute risk in respect of large long-term contracts which may have an impact on our
results for several years.
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FOREIGN EXCHANGE RATES
We are subject to currency fluctuations from the translation of revenues, expenses, assets and liabilities of foreign
operations with non-U.S. dollar functional currencies, mainly the euro, pound sterling and other European
currencies, and from transactions denominated in foreign currencies, mainly the Canadian dollar and pound
sterling.
The foreign exchange rates used to translate assets and liabilities into U.S. dollars were as follows, as at:

Euro
Canadian dollar
Pound sterling

December 31, 2019

December 31, 2018

Increase (Decrease)

1.1234
0.7696
1.3204

1.1450
0.7337
1.2800

(2%)
5%
3%

The average foreign exchange rates used to translate revenues and expenses into U.S. dollars were as follows,
for the fourth quarters ended:

Euro
Canadian dollar
Pound sterling

December 31, 2019

December 31, 2018

Decrease

1.1069
0.7574
1.2849

1.1422
0.7582
1.2878

(3%)
0%
0%

The average foreign exchange rates used to translate revenues and expenses into U.S. dollars were as follows,
for the fiscal years ended:

Euro
Canadian dollar
Pound sterling

December 31, 2019

December 31, 2018

Decrease

1.1200
0.7537
1.2763

1.1822
0.7729
1.3367

(5%)
(2%)
(5%)
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Annex 9.C. :

Analysis of the results of Bombardier Inc.’s Transportation segment
for the period ended 31 March 2020:
Relevant excerpts of Bombardier Inc.’s Transportation Segment Management Report for the quarter
ended 31 March 2020

FORWARD-LOOKING STATEMENTS
This MD&A includes forward-looking statements, which may involve, but are not limited to: statements with respect to our
objectives, anticipations and outlook or guidance in respect of various financial and global metrics and sources of contribution
thereto, targets, goals, priorities, market and strategies, financial position, market position, capabilities, competitive strengths,
credit ratings, beliefs, prospects, plans, expectations, anticipations, estimates and intentions; general economic and business
outlook, prospects and trends of an industry; expected demand for products and services; growth strategy; product
development, including projected design, characteristics, capacity or performance; expected or scheduled entry-into-service of
products and services, orders, deliveries, testing, lead times, certifications and project execution in general; competitive
position; expectations regarding challenging Transportation projects and the release of working capital therefrom; expectations
regarding revenue and backlog mix; the expected impact of the legislative and regulatory environment and legal proceedings;
strength of capital profile and balance sheet, creditworthiness, available liquidities and capital resources and expected
financial requirements; productivity enhancements, operational efficiencies and restructuring initiatives; expectations and
objectives regarding debt repayments and refinancing of bank facilities and maturities; expectations regarding availability of
government assistance programs, compliance with restrictive debt covenants; expectations regarding the declaration and
payment of dividends on our preferred shares; intentions and objectives for our programs, assets and operations; and the
impact of the COVID-19 pandemic on the foregoing and the effectiveness of plans and measures we have implemented in
response thereto. As it relates to previously announced pending transactions, including the divestiture of our operations in
Belfast and Morocco, the sale of the CRJ aircraft program, and the sale of the Transportation division to Alstom (collectively,
the “Pending Transactions”), this MD&A also contains forward-looking statements with respect to the expected completion and
timing thereof in accordance with their terms and conditions; the respective anticipated proceeds and use thereof, as well as
the anticipated benefits of such transactions and their expected impact on our outlook, guidance and targets, operations,
infrastructure, opportunities, financial condition, business plan and overall strategy.
Forward-looking statements can generally be identified by the use of forward-looking terminology such as “may”, “will”, “shall”,
“can”, “expect”, “estimate”, “intend”, “anticipate”, “plan”, “foresee”, “believe”, “continue”, “maintain” or “align”, the negative of
these terms, variations of them or similar terminology. Forward-looking statements are presented for the purpose of assisting
investors and others in understanding certain key elements of our current objectives, strategic priorities, expectations, outlook
and plans, and in obtaining a better understanding of our business and anticipated operating environment. Readers are
cautioned that such information may not be appropriate for other purposes.
By their nature, forward-looking statements require management to make assumptions and are subject to important known
and unknown risks and uncertainties, which may cause our actual results in future periods to differ materially from forecast
results set forth in forward-looking statements. While management considers these assumptions to be reasonable and
appropriate based on information currently available, there is risk that they may not be accurate. The assumptions are set
out throughout this MD&A (particularly, in the assumptions below the Forward-looking statements in this MD&A). For additional
information, including with respect to other assumptions underlying the forward-looking statements made in this MD&A, refer
to the Strategic Priorities and Guidance and forward-looking statements sections in the applicable reportable segment in the
MD&A of our financial report for the fiscal year ended December 31, 2019. Given the impact of the changing circumstances
surrounding the COVID-19 pandemic and the related response from the Corporation, governments (federal, provincial and
municipal), regulatory authorities, businesses and customers, there is inherently more uncertainty associated with the
Corporation’s assumptions as compared to prior periods.
Certain factors that could cause actual results to differ materially from those anticipated in the forward-looking statements
include, but are not limited to, risks associated with general economic conditions, risks associated with our business
environment (such as risks associated with “Brexit”, the financial condition of the airline industry, business aircraft customers,
and the rail industry; trade policy; increased competition; political instability and force majeure events or global climate
change), operational risks (such as risks related to developing new products and services; development of new business and
awarding of new contracts; book-to-bill ratio and order backlog; the certification and homologation of products and services;
fixed-price and fixed-term commitments and production and project execution, including challenges associated with certain
Transportation projects; pressures on cash flows and capital expenditures based on project-cycle fluctuations and seasonality;
execution of our strategy, transformation plan, productivity enhancements, operational efficiencies and restructuring initiatives;
doing business with partners; inadequacy of cash planning and management and project funding; product performance
warranty and casualty claim losses; regulatory and legal proceedings; environmental, health and safety risks; dependence on
certain customers, contracts and suppliers; supply chain risks; human resources; reliance on information systems; reliance on
and protection of intellectual property rights; reputation risks; risk management; tax matters; and adequacy of insurance
coverage), financing risks (such as risks related to liquidity and access to capital markets; retirement benefit plan risk;
exposure to credit risk; substantial debt and interest payment requirements; restrictive debt covenants and minimum cash
levels; financing support for the benefit of certain customers; and reliance on government support), market risks (such as
foreign currency fluctuations; changing interest rates; decreases in residual values; increases in commodity prices; and
inflation rate fluctuations). For more details, see the Risks and uncertainties section in Other in this MD&A and in the MD&A of
our financial report for the fiscal year ended December 31, 2019. Any one or more of the foregoing factors may be
exacerbated by the growing COVID-19 outbreak and may have a significantly more severe impact on the Corporation’s
3

business, results of operations and financial condition than in the absence of such outbreak. As a result of the current
COVID-19 pandemic, additional factors that could cause actual results to differ materially from those anticipated in the
forward-looking statements include, but are not limited to: risks related to the impact and effects of the COVID-19 pandemic on
economic conditions and financial markets and the resulting impact on our business, operations, capital resources, liquidity,
financial condition, margins, prospects and results; uncertainty regarding the magnitude and length of economic disruption as
a result of the COVID-19 outbreak and the resulting effects on the demand environment for our products and services;
emergency measures and restrictions imposed by public health authorities or governments, fiscal and monetary policy
responses by governments and financial institutions; disruptions to global supply chain, customers, workforce, counterparties
and third-party service providers; further disruptions to operations, production, project execution and deliveries; technology,
privacy, cyber security and reputational risks; and other unforeseen adverse events.
With respect to the Pending Transactions, certain factors that could cause actual results to differ materially from those
anticipated in the forward-looking statements include, but are not limited to: the failure to satisfy closing conditions, including
regulatory approvals, or delay in completing such transactions and, as regards the sale of the Transportation division, the
failure to enter into definitive documentation or the failure to receive Alstom shareholder approval in respect of the required
capital increase or to complete relevant works council consultations, or the occurrence of a material adverse change; alternate
sources of funding to replace the anticipated proceeds from the Pending Transactions may not be available when needed, or
on desirable terms; the occurrence of an event which would allow the parties to terminate their obligations or agreements in
principle; changes in the terms of the transactions; the failure by the parties to fulfill their obligations and agreements in
principle; risks associated with the loss and replacement of key management and personnel; and the impact of the
transactions on our relationships with third parties, including potentially resulting in the loss of clients, employees, suppliers,
business partners or other benefits and goodwill of the business.
Readers are cautioned that the foregoing list of factors that may affect future growth, results and performance is not
exhaustive and undue reliance should not be placed on forward-looking statements. For more details, see the Risks and
uncertainties sections in Other in this MD&A and in the MD&A of our financial report for the fiscal year ended December 31,
2019. Other risks and uncertainties not presently known to us or that we presently believe are not material could also cause
actual results or events to differ materially from those expressed or implied in our forward-looking statements. The forwardlooking statements set forth herein reflect management’s expectations as at the date of this MD&A and are subject to change
after such date. Unless otherwise required by applicable securities laws, we expressly disclaim any intention, and assume no
obligation to update or revise any forward-looking statements, whether as a result of new information, future events or
otherwise. The forward-looking statements contained in this MD&A are expressly qualified by this cautionary statement.
Forward-looking statements(1) in this MD&A are based on and subject to the following material assumptions:
Overall business
•
general economic conditions, which include the impact on the economy and financial markets of the COVID-19
pandemic and other health risks;
•
the ability of our supply base and third-party service providers to gradually resume support to product development
and planned production rates on commercially acceptable terms in a timely manner;
•
the effectiveness of our mitigation measures taken in response to the COVID-19 pandemic to minimize the resulting
downward pressure on cash flow and manage liquidity;
•
our ability to execute and deliver additional effective mitigation initiatives in response to future developments;
•
the accuracy of our estimates and judgments regarding the duration, scope and impacts of the ongoing COVID-19
pandemic on our business, operations, liquidity, financial condition, margins, cash flows, prospects and results in
future periods;
•
the ability to have sufficient liquidity to execute the strategic plan, to meet financial covenants and to pay down longterm debt or refinance bank facilities and maturities;
•
the expected impact of emergency measures implemented by governments;
•
the effectiveness of government support programs, including wage subsidies, tax payment deferrals, pension
contribution holidays and other measures addressing liquidity needs of corporations during the crisis and our ability to
qualify for same;
•
the effectiveness of COVID-19 containment efforts and gradual recovery of global environment and global economic
conditions beginning in the second quarter of 2020;
•
our ability to orderly restart production and progressively resume work on suspended projects as soon as the travel
restrictions to applicable locations have been lifted and temporary foreigner visa suspensions are lifted;
•
the time frames for the ramp-down of current COVID-19 social distancing guidelines and other mitigation-related
requirements;
•
retention of key employees and management;
(1)
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Also refer to the forward-looking statements section for the forward-looking statements disclaimer.

•
•
•

our ability to successfully defend ourselves against litigation matters arising in the context of the COVID-19
pandemic;
our ability to access the capital markets as needed; and
the availability of working capital financing initiatives and ongoing provision of credit by financial institutions to subject
parties.

Transportation
•
closing of the sale of the Transportation division to Alstom in the first half of 2021 in accordance with negotiated
terms; and
•
our ability to reestablish new contract schedules with customers and suppliers to optimize cash generation as
production gradually resumes.
The assumptions underlying the forward-looking statements made in this MD&A in relation to each of the Pending
Transactions specifically include the following material assumptions: the satisfaction of all closing conditions (including
regulatory approvals, and, as regards to the sale of the Transportation division, the execution of definitive documentation,
Alstom shareholder approval in respect of the required capital increase, completion of works council consultations and
absence of a material adverse change) and receipt of expected proceeds within the anticipated timeframe; and fulfillment by
the parties of their obligations and agreements in principle.
For additional information, including with respect to other assumptions underlying the forward looking statements made in this
MD&A, refer to the Strategic Priorities and Guidance and forward-looking statements sections in applicable reportable
segment in the MD&A of our financial report for the fiscal year ended December 31, 2019. Given the impact of the changing
circumstances surrounding the COVID-19 pandemic and the related response from the Corporation, governments (federal,
provincial and municipal), regulatory authorities, businesses and customers, there is inherently more uncertainty associated
with the Corporation’s assumptions as compared to prior periods.
For a discussion of the material risk factors associated with the forward-looking information, refer to the Risks and
uncertainties section in Other.
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Impacts of COVID-19 on Transportation
Production at several locations, including key sites across Transportation’s largest markets in Europe and the
Americas, was temporarily suspended in the second half of March 2020 due to the global COVID-19 pandemic.
Approximately 10,000 Transportation employees globally were affected by these shutdowns.
As a result of this reduced activity as well as supply chain disruptions, key production and homologation
milestones were postponed from the first quarter. Combined with the impact of deferred order intake related to the
crisis, free cash flow(1) for the quarter was negatively impacted, creating an estimated shortfall of $200 million to
$300 million for the quarter. The financial impact of the production slowdown, supply chain shortages and other
disruptions is expected to increase as the situation extends into April and May 2020.(2)
While customers lost significant ridership during this period and saw their revenues decline meaningfully, the
outlook for Transportation continues to be positive given its strong backlog, which stood at $33.1 billion. As
production gradually resumes, Transportation is working with customers and suppliers to reestablish new contract
schedules.(2)

(1)

(2)

10

Non-GAAP financial measure. Refer to the Non-GAAP financial measures section for a definition of this metric and reconciliation to the
most comparable IFRS measures.
See the forward-looking statements disclaimer.

NON-GAAP FINANCIAL MEASURES
This MD&A is based on reported earnings in accordance with IFRS and on the following non-GAAP financial
measures:
Non-GAAP financial measures
Adjusted EBIT

EBIT excluding special items. Special items comprise items which do not reflect the Corporation’s
core performance or where their separate presentation will assist users of the consolidated
financial statements in understanding the Corporation’s results for the period. Such items include,
among others, the impact of restructuring charges and significant impairment charges and
reversals.

Free cash flow (usage)

Cash flows from operating activities less net additions to PP&E and intangible assets.

Non-GAAP financial measures are mainly derived from the consolidated financial statements but do not have
standardized meanings prescribed by IFRS. The exclusion of certain items from non-GAAP performance
measures does not imply that these items are necessarily non-recurring. Other entities in our industry may define
the above measures differently than we do. In those cases, it may be difficult to compare the performance of
those entities to ours based on these similarly-named non-GAAP measures.
Adjusted EBIT,
Management uses adjusted EBIT,
for purposes of
evaluating underlying business performance. Management believes these non-GAAP earnings measures in
addition to IFRS measures provide users of our Financial Report with enhanced understanding of our results and
related trends and increases the transparency and clarity of the core results of our business. Adjusted EBIT,
exclude items that do not reflect our core
performance or where their exclusion will assist users in understanding our results for the period. For these
reasons, a significant number of users of the MD&A analyze our results based on these financial measures.
Management believes these measures help users of MD&A to better analyze results, enabling better
comparability of our results from one period to another and with peers.
Free cash flow (usage)
Free cash flow is defined as cash flows from operating activities less net additions to PP&E and intangible assets.
Management believes that this non-GAAP cash flow measure provides investors with an important perspective on
the Corporation’s generation of cash available for shareholders, debt repayment, and acquisitions after making
the capital investments required to support ongoing business operations and long-term value creation. This nonGAAP cash flow measure does not represent the residual cash flow available for discretionary expenditures as it
excludes certain mandatory expenditures such as repayment of maturing debt. Management uses free cash flow
as a measure to assess both business performance and overall liquidity generation.
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TRANSPORTATION
HIGHLIGHTS
Results of the quarter
Three-month periods ended March 31
Revenues
Order intake (in billions of dollars)
Book-to-bill ratio(1)

Adjusted EBIT(2)(3)
Adjusted EBIT margin(2)(3)
EBIT(2)
EBIT margin(2)
Net additions to PP&E and intangible assets
As at
Order backlog (in billions of dollars)
(1)
(2)

(3)

$
$

$

2020
2,169
0.8
0.4

$
$

2019
2,107
1.7
0.8

51
$
83
2.4%
3.9%
$
51
$
83
2.4%
3.9%
$
23
$
28
March 31, 2020
December 31, 2019
$
33.1
$
35.8

Variance
3%
(53)%
(0.4)

(39)%
(150) bps
(39)%
(150) bps
(18)%
Variance
(8)%

Ratio of new orders over revenues.
Including share of income from joint ventures and associates amounting to $10 million for the three-month period ended March 31, 2020
($17 million for the three-month period ended March 31, 2019).
Non-GAAP financial measures. Refer to the Non-GAAP financial measures section in Overview for a definition of these metrics and the
Analysis of results section for reconciliations to the most comparable IFRS measures.

Key highlights and events
•

Revenues during the quarter grew 5% organically to $2.2 billion, excluding currency translation year-overyear, mainly from rolling stock and systems and signalling activities. This growth mainly reflects the ongoing
production ramp-up in the U.K. and Germany, notwithstanding impacts of reduced activity in the second half
of March 2020 due to the global COVID-19 pandemic.

•

EBIT margin of 2.4% for the first quarter was generally in line with expectations, and reflects an unfavourable
rolling stock contract mix. The margin dilution from mix is expected to continue as Transportation executes on
low-margin contracts in the backlog expected to be realized in 2020.(1)

•

Cash on hand was increased through a $386 million equity injection in Transportation by CDPQ to support
working capital as part of our measures to deal with the COVID-19 pandemic. In connection with this
contribution, the Corporation secured amendments to Transportation’s revolving and letter of credit facilities.
These amendments provide for, among other things, temporary adjustments to certain financial covenants.

•

In the second half of March 2020, production at several locations, including key sites across Transportation’s
largest markets in Europe and the Americas, was temporarily suspended due to the global COVID-19
pandemic.
Approximately 10,000 employees were affected by shutdowns. The cost of these measures and other
disruption costs are being expensed as incurred, as opposed to being charged to projects.
Additionally, certain Transportation suppliers have delayed, reduced or altogether stopped the
manufacture, shipping and delivery of critical parts, further disrupting production.
The revenues and earnings impact of the production slowdown and disruptions is expected to
increase as the situation extended into April and May 2020.(1)
Free cash flow(2) has been negatively impacted in the first quarter by the engineering, production and
supply chain disruptions resulting in an estimated $200 million to $300 million of cash inflows delays
mainly from the postponement of key production and homologation milestones. The future impact on
cash flows is being mitigated through various initiatives.

(1)
(2)

See the forward-looking statements disclaimer as well as the forward-looking statements section in Overview.
Non-GAAP financial measure. Refer to the Non-GAAP financial measures section in Overview for a definition of this metric and the Analysis
of results section hereafter for reconciliations to the most comparable IFRS measures.
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As production gradually resumes, Transportation is working with customers and suppliers to
reestablish new contract schedules.
•

The outlook for Transportation continues to be positive given its strong backlog, which stood at $33.1 billion at
the end of the quarter.(1)
Book-to-bill ratio(2) for the first quarter was lower than expected at 0.4, due in part to the COVID-19
pandemic effect on the timing of order awards. Approximately 80% of orders in the first quarter came
from services contracts, signalling projects and options exercised on rolling stock contracts, carrying
lower execution risks.

•

During the quarter, Bombardier and its customer, Swiss Federal Railways (SBB), reached a commercial
agreement leading to the title transfer and take-over by SBB of 32 trains in revenue service. This agreement
reflects the significant in-service reliability improvement achieved since entry-into-service and significantly
reduced the inventory balance and associated customer payment financing outstanding.

(1)
(2)
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See the forward-looking statements disclaimer as well as the forward-looking statements section in Overview.
Ratio of new orders over revenues.

ANALYSIS OF RESULTS
Results of operations
Three-month periods
ended March 31
2020
2019
Revenues
Rolling stock and systems(1)
Services(2)
Signalling(3)
Total revenues
Amortization
Impairment charge on PP&E and intangible assets
Adjusted EBIT(4)(5)
Special items
EBIT(4)
Adjusted EBIT margin(4)(5)
EBIT margin
(1)

(2)

(3)
(4)

(5)

$

$

1,451
486
232
2,169

$

34
—
51
—
51
2.4%
2.4%

$

$

1,407
488
212
2,107

$

32
3
83
—
83
3.9%
3.9%

Comprised of revenues from light rail vehicles, metros, commuter and regional trains, intercity trains, high-speed and very high-speed
trains, locomotives, propulsion and controls, bogies, mass transit and airport systems, and mainline systems.
Comprised of revenues from fleet management, asset life management, component re-engineering and overhaul, material solutions, and
operations and maintenance of systems.
Comprised of signalling revenues from mass transit, mainline, industrial and OPTIFLO service solutions.
Including share of income from joint ventures and associates amounting to $10 million for the three-month period ended March 31, 2020
($17 million for the three-month period ended March 31, 2019).
Non-GAAP financial measures. Refer to the Non-GAAP financial measures section in Overview for definitions of these metrics.

Revenues
Total revenues for the three-month period ended March 31, 2020, have increased by $62 million, compared to the
same period last year. Excluding a negative currency impact of $38 million for the three-month period, revenues
have increased by $100 million, or 5%, for the three-month period, compared to the same period last year.
The $100-million increase excluding currency impact for the three-month period is mainly explained by:
• higher activities in rolling stock and systems in Europe, Asia-Pacific and Rest of World region, mostly due
to ramp-up in production related to some commuter and regional train, intercity train and light rail vehicle
(LRV) contracts in Europe, some metro contracts in Asia-Pacific and some automated people mover
(APM) contracts in the Rest of World region, partly offset by some locomotive contracts in Europe and the
Rest of World region nearing completion; and
• higher activities in signalling mainly in North America and Asia-Pacific.
Partially offset by:
• overall lower revenues as a result of the COVID-19 pandemic and related site closures which negatively
impacted our operations;
• lower activities in rolling stock and systems in North America mostly due to some contracts nearing
completion. These contracts mainly relate to metros, commuter and regional trains and LRVs; and
• lower activities in signalling in the Rest of World region.
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Special items
Special items comprise items which do not reflect our core performance or where their separate presentation will
assist users in understanding our results for the period. Such items include, among others, the impact of
restructuring charges and significant impairment charges and reversals.
The special items recorded as losses (gains) in EBIT were as follows:

Disruption costs
Restructuring charges
EBIT margin impact

Three-month periods
ended March 31
Ref
2020
2019
1
$
6
$
—
2
$
(6)
$
—
$
—
$
—
—%
—%

1. Due to the COVID-19 pandemic, in the second half of March 2020, the Corporation temporarily suspended
operations at various production facilities. Manufacturing overheads during the shut-down as well as
incremental costs required as a result of the pandemic which were recorded as expenses of the quarter
ended March 31, 2020 amounted to $9 million for Transportation. Of these costs, $6 million were recorded as
special items for Transportation since they were direct and incremental to actions in response to the
pandemic and they were non-recurring in nature. The remaining costs were recorded in cost of sales. These
costs do not represent the full impact of the COVID-19 pandemic on the results of operations since it does not
reflect the impact of lost or deferred revenues and associated margins.
2. Represents reversal of severance charges of $6 million for the three-month period ended March 31, 2020
related to previously-announced restructuring actions.
EBIT margin
The adjusted EBIT margin(1) for the three-month period decreased by 1.5 percentage points, mainly as a result of:
• a pension amendment related to past service recorded in the same period last year that positively
impacted our results in 2019;
• lower margin in rolling stock and systems, mainly due to an unfavourable contract mix;
• lower margin in services, mainly due to a positive impact from revised estimates on certain contracts in
the same period last year; and
• a lower share of income from joint ventures and associates.
Partially offset by:
• lower SG&A expenses.
Including the impact of special items (see explanation of special items above), the EBIT margin for the threemonth period decreased by 1.5 percentage points, compared to the same period last year.
(1)
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Non-GAAP financial measure. Refer to the Non-GAAP financial measures section in Overview for a definition of this metric.

Orders and backlog
Order backlog
(in billions of dollars)
Balance at the beginning of period
Order intake
Revenues
Foreign currency impact and other adjustments
Balance at the end of period
Book-to-bill ratio(1)
(1)

$

$

Three-month periods
ended March 31
2020
2019
35.8
$
34.5
0.8
1.7
(2.2)
(2.1)
(1.3)
(0.3)
33.1
$
33.8
0.4
0.8

Ratio of new orders over revenues.

Order intake in the three-month period ended March 31, 2020, has decreased by $0.9 billion compared to the
order intake for the same period last year, due in part to the COVID-19 pandemic effect on the timing of order
awards. We have obtained several small orders across various product segments and regions during the quarter
resulting in a book-to-bill ratio(1) of 0.4, and have maintained a leading position(2) in our relevant and accessible rail
market.(3)
(1)
(2)
(3)

Ratio of new orders over revenues.
Based on a rolling 36-month order intake with latest data published by companies publishing order intake for at least 36 months.
Our relevant and accessible rail market is the world rail market, excluding the share of markets associated with contracts that are awarded
to local players without open-bid competition, and excluding the infrastructure, freight wagon and shunter segments.

The significant orders obtained during the three-month period ended March 31, 2020 were as follows:
Customer

Number Market
of cars segment

Country

Product or service

Value

France

Exercise of an option for
OMNEO / Régio 2N double
deck electric multiple units
(EMUs)

114

Rolling stock and $
systems

193

Germany

Extension of Operations and
Maintenance (O&M) services of
INNOVIA APM 100 automated
people mover (APM) system
and modernization of its
signalling technology with
CITYFLO 650 solution

N/A

Services and
Signalling

113

(1)

First quarter
Société Nationale des Chemins
de fer Français (SNCF), on
behalf of the Region AuvergneRhône Alpes

Fraport AG

(1)

$

Contract values exclude price escalation. Exception: option for OMNEO / Régio 2N double deck EMUs for SNCF.

During the three-month period ended March 31, 2020, our Chinese joint venture Bombardier Sifang (Qingdao)
Transportation Ltd. (BST), in which we own 50% of the shares, was awarded a contract to provide maintenance
services for 656 high-speed train cars from China State Railway Group Co. Ltd., China, valued at $357 million.
This order is not included in our backlog since it is a joint venture.
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RISKS AND UNCERTAINTIES
We operate in industry segments which present a variety of risk factors and uncertainties. The risks and
uncertainties that we currently believe could materially affect our business activities, financial condition, cash
flows and results of operations are described in our Financial Report for the fiscal year ended December 31, 2019
in Other, but are not necessarily the only risks and uncertainties that we face.
COVID-19 Pandemic Outbreak
On March 11, 2020, the World Health Organization recognized the outbreak of COVID-19 as a pandemic. The
COVID-19 pandemic continues to negatively impact the global economy, disrupt global supply chains and create
significant economic uncertainty and disruption of financial markets. Emergency measures being enacted by
governments worldwide to contain the spread of the virus, including the implementation of travel bans, selfimposed quarantine periods, self-isolation, physical and social distancing and the closure of non-essential
businesses, are causing material disruption to businesses in Canada and globally which has resulted in an
uncertain and challenging economic environment. Global debt and equity capital markets have experienced
significant volatility and weakness. Governments and central banks have reacted with significant monetary and
fiscal interventions designed to stabilize economic conditions.
This uncertainty has already materialized with falling global GDP growth, causing a global financial market shock
which has directly impacted the Corporation’s share price. Uncertainties related to, and perceived or experienced
negative effects from, COVID-19 may continue to cause significant volatility or decline in the trading price of our
securities, capital market conditions and general economic conditions. In addition, severe disruption and instability
in the global financial markets and continued deteriorations in credit and financing conditions may increase the
likelihood of litigation, increase the cost of or limit or restrict our ability to access debt and equity capital or other
sources of funding on favourable terms, or at all, lead to consolidation that negatively impacts our business,
increase competition, result in reductions in our work force, cause us to further reduce our capital spend or
otherwise disrupt our business or make it more difficult to implement our strategic plans. Sustained adverse
effects may also prevent us from satisfying debt financial covenants and minimum cash requirements or result in
possible credit ratings watch or downgrades in our credit ratings.
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As an emerging risk, the duration, scope and impact of the ongoing COVID-19 pandemic is unknown at this time,
as is the efficacy of the government and central bank interventions and the pace of any subsequent recovery and
economic normalization. Given the rapid and evolving nature of the COVID-19 pandemic, any estimate of the
length and severity of these developments is therefore subject to significant uncertainty, and accordingly it is
challenging for the Corporation to estimate or quantify the extent to which the COVID-19 pandemic may, directly
or indirectly, affect the Corporation’s business activities, financial condition, cash flows, profitability, prospects and
results of operations in future periods.
Business disruptions and slowdown:
The continued spread of the COVID-19 around the globe and the responses of governmental authorities and
corporate entities, including through mandated or voluntary shutdowns, have led to a general slow-down in the
global economy and the Corporation’s business with temporary disruptions and slowdowns to our workforce and
production at several locations and key sites, our customers, our revenues and operations and our supply chain.
Projects and contracts:
Our worldwide operations have been and will likely continue in the near and medium terms (and possibly longer)
to be disrupted to varying degrees, including from project and delivery delays resulting from reduced production
activity, travel restrictions or the postponement of key production and homologation milestones, and extended or
complete project shutdowns, which may, in each case, expose the Corporation to penalties or cancellations and
negatively affect the revenue, cash flow and profitability of these projects.
Reduction in demand and deferred order intake:
The risks associated with the COVID-19 pandemic may cause significant and unpredictable reduction in the
demand and order intake for our products and services as customers divert resources and priorities towards
mitigating the impacts and effects of the COVID-19 pandemic and worsening economic conditions.
Customer and counterparty risks:
The adverse effects of the COVID-19 pandemic on the economies and financial markets of many countries
increase the risk of defaults from customers and other counterparties (including parties to the Pending
Transactions), delays in payments, and difficulties in enforcing agreements and collecting receivables. Our
customers and other counterparties may seek to terminate or to amend their agreements for the purchase of our
products or services in order to focus resources to meet the increasing demands of managing COVID-19, or in
response to financial distress related to COVID-19 (including bankruptcy, lack of liquidity, lack of funding,
operational failures, or other reasons).
If we or any of the third parties with whom we engage, including suppliers, service providers, customers and other
third parties with whom we conduct business, were to experience long-term effects such as prolonged or
permanent shutdowns or other business disruptions, our ability to conduct our business in the manner and on the
timelines presently planned could be materially and negatively impacted, including the impairment of our product
development activities for a period of time, which could also lead to loss of customers, as well as reputational,
competitive, or business harm.
Supply chain:
Production stoppages and slowdowns resulting from government regulation and prevention measures undertaken
in response to the COVID-19 outbreak have led to supply disruptions for the Corporation. Any prolonged
disruption in the supply of raw materials and major systems could have a material adverse effect on the
Corporation’s operations, significantly increase the cost of operating its business and significantly reduce its
margins and profitability.
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Work force:
The risks to the Corporation of a pandemic, epidemic or other public health crisis, such as the ongoing COVID-19
pandemic, include risks to employee health and safety. Prolonged restrictive measures put in place in order to
control the COVID-19 pandemic and limitations on travel may result in temporary shortages of staff or
unavailability of certain employees or consultants with key expertise or knowledge of the Corporation, impact on
workforce productivity and increased medical costs/insurance premiums. While the Corporation has proactively
implemented measures to protect the health and safety of its employees across the world, including remote work
arrangements, these measures present logistical challenges and incremental costs to the Corporation.
Diversion of management attention:
Preparing for and responding to the continuing pandemic has and may continue to divert management’s attention
from our key strategic priorities, increase costs as we prioritize health and safety matters for our personnel and
the continuation of critical ongoing projects, and cause us to reduce, delay, alter or abandon initiatives that may
otherwise increase our long-term value.
IT risks and inefficiencies:
The immediate unanticipated rise in remote work arrangements implemented by the Corporation in response to
the COVID-19 outbreak may cause inefficiencies and increased pressure on the Corporation’s information
technology infrastructure, and may increase the Corporation’s vulnerability to information technology and
cybersecurity related risks and disruption to the Corporation’s information systems.
Regulatory backlog:
There may be difficulties and inconsistencies relating to the enforcement of laws, rules, and regulations in
response to the COVID-19 pandemic. Regulatory authorities, including those that oversee the Pending
Transactions, are heavily occupied with their response to the pandemic. These regulators as well as other
executive and legislative bodies in the jurisdictions in which we and our counterparties operate may not be able to
provide the level of support and attention to day-to-day regulatory functions that they would otherwise have
provided. Such regulatory backlog may materially hinder the development of the Corporation’s business by
delaying such activities as homologation or certification process for new products or technologies, site openings
and the completion of strategic transactions (including the Pending Transactions).
Heightened impact of other risks:
Several of the risks and uncertainties disclosed in our Financial Report for the fiscal year ended December 31,
2019 could be particularly exacerbated by extraordinary externalities such as the COVID-19 pandemic, including,
but not limited to, risks described under “Our order book-to-bill ratio and our order backlog may not be indicative
of future revenues”, “Fixed-price and fixed-term commitments and production and project execution”, “Cash flows
and capital expenditures”, “Seasonality and cyclicality of financial results”, “Environmental, health and safety
risks”, “Dependence on limited number of contracts and customers”, “Supply chain risks”, “Liquidity and access to
capital markets”, “Credit risk”, “Substantial debt and significant interest payment requirements”, “General
economic risk”, “Business environment risk”, and “Market Risk”.
Mitigation measures:
While the Corporation has made efforts to manage and mitigate the aforementioned risk factors, such efforts may
be unsuccessful, and the effectiveness of these efforts and the extent to which the COVID-19 pandemic affects
the Corporation’s business will depend on factors beyond its control, including the likelihood, timing, duration and
scope of the pandemic or any subsequent waves of COVID-19, and the measures taken or necessary to contain
the spread of such outbreaks. Even after the COVID-19 pandemic is over, the Corporation may experience
material adverse effects to its business, operations, financial condition, cash flows, margins, prospects and results
of operations as a result of the disruption in the global economy and any resulting recession.
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Pending Transactions
There is no certainty, nor can the Corporation provide any assurance, that the conditions to closing of the Pending
Transactions will be satisfied or, if satisfied, when they will be satisfied. As regards to the sale of the
Transportation division in particular, there is a risk that a party may terminate its respective obligations under the
agreements in principle and Memorandum of Understanding prior to or after definitive binding agreements being
entered into, including due to circumstances surrounding the relevant Works Council. If the Pending Transactions
are not completed for any reason, the anticipated proceeds therefrom would not be available to the Corporation,
within the anticipated timeframe or at all, and alternate sources of funding may not be available when needed, or
on commercially acceptable terms. If the Pending Transactions are not completed for any reason, there is a risk
that the announcement of such transactions and the dedication of substantial resources of the Corporation to the
completion thereof could have a negative impact on the Corporation’s operating results and business generally,
and could have a material adverse effect on the current and future operations, financial condition and prospects of
the Corporation, including the loss of investor confidence in connection with the Corporation’s ability to execute its
strategic plan. In addition, failure to complete the Pending Transactions for any reason could materially negatively
impact the market price of the Corporation’s securities. If the Pending Transactions are not completed for any
reason, there can be no assurance that management will be successful in its efforts to identify and implement
other strategic alternatives that would be in the best interests of the Corporation and its stakeholders within the
context of existing market, regulatory and competitive conditions in the industries in which the Corporation
operates, on favourable terms and timing or at all, and, if implemented, that such actions would have the planned
results. We also have incurred significant transaction and related costs in connection with the Pending
Transactions, and additional significant or unanticipated costs may be incurred.

Commitments and contingencies
Refer to Note 23 - Commitments and contingencies, to our interim consolidated financial statements.
If any of these risks, or any additional risks and uncertainties presently unknown to us or that we currently
consider as being not material, actually occur or become material risks, our business activities, financial condition,
cash flows and results of operations could be materially adversely affected.
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FOREIGN EXCHANGE RATES
We are subject to currency fluctuations from the translation of revenues, expenses, assets and liabilities of our
foreign operations with non-U.S. dollar functional currencies, mainly the euro, pound sterling and other European
currencies, and from transactions denominated in foreign currencies, mainly the Canadian dollar and pound
sterling.
The foreign exchange rates used to translate assets and liabilities into U.S. dollars were as follows, as at:

Euro
Canadian dollar
Pound sterling

March 31, 2020
1.1034
0.7061
1.2412

December 31, 2019
1.1234
0.7696
1.3204

Decrease
(2%)
(8%)
(6%)

The average foreign exchange rates used to translate revenues and expenses into U.S. dollars were as follows,
for the three-month periods ended:

Euro
Canadian dollar
Pound sterling

March 31, 2020
1.1024
0.7455
1.2803

March 31, 2019
1.1366
0.7522
1.2996

Decrease
(3%)
(1%)
(1%)
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Annex 9.D. :

Analysis of the results of Bombardier Inc.’s Transportation segment
for the period ended 30 June 2020:
Relevant excerpts of Bombardier Inc.’s Transportation Segment Management Report for the six months
and three months ended 30 June 2020
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ANNEX 10
UNAUDITED PRO FORMA CONSENSED COMBINED FINANCIAL INFORMATION AS OF
31 MARCH 2020

Annex 10

UNAUDITED PRO FORMA CONSENSED COMBINED FINANCIAL INFORMATION AS OF
31 MARCH 2020

The unaudited pro forma condensed combined financial information presented below shall be read in
conjunction with the main text of the Amendment, of which the unaudited pro forma condensed combined
financial information is a part.
A. Unaudited pro forma condensed combined financial information as of March 31, 2020
1.

Introduction
1.1. Background information

The unaudited pro forma condensed combined financial information of Alstom (together with Bombardier
Transportation UK2 and its consolidated subsidiaries, the “Combined Group”) includes the unaudited pro
forma condensed combined statement of financial position as of March 31, 2020 and the unaudited pro
forma condensed combined statement of income for the 12-month period ended March 31, 2020 with the
related explanatory notes (together the “Unaudited Pro Forma Condensed Combined Financial
Information”) and has been prepared to represent the pro forma effects of the contemplated acquisition,
directly or indirectly, through any of its subsidiaries, of the sole control, directly or indirectly, over the
entities forming part of the global rail solutions division of Bombardier (the “Transaction”) and of the
related financing transactions.
The Unaudited Pro Forma Condensed Combined Financial Information has been prepared prior to the
Completion Date (as defined below). The unaudited pro forma condensed combined statement of financial
position has been prepared assuming that the Transaction was completed on March 31, 2020. The unaudited
pro forma condensed combined statement of income has been prepared assuming that the Transaction was
completed on April 1, 2019.
The Unaudited Pro Forma Condensed Combined Financial Information has been prepared for illustrative
purposes only, and, by its nature, is not intended to represent or to be indicative of the actual results of
operations or the actual financial position that the Combined Group would have recorded, had the
Transaction been completed as of March 31, 2020 in the unaudited pro forma condensed combined
statement of financial position, or as of April 1, 2019 in the unaudited pro forma condensed combined
statement of income, nor is the Unaudited Pro Forma Condensed Combined Financial Information
necessarily indicative of the future operating results or financial position of the Combined Group.
The Unaudited Pro Forma Condensed Combined Financial Information should be read in conjunction with
the information contained in the section 4.2 of the Amendment entitled “Bombardier Transportation
financial information” and in Alstom’s 2019/2020 Universal Registration Document incorporated by
reference into the Amendment.
1.2. Accounting treatment of the transaction
Considering the guidance in IFRS 3 “Business Combinations” (“IFRS 3”) and the acquisition agreement
entered into by Alstom, Bombardier Inc. and Caisse de dépôt et placement du Québec (“CDPQ”) on
September 16, 2020 (the “Acquisition Agreement”), Alstom management determined that Alstom is the
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acquirer and that Bombardier Transportation is the acquiree for accounting purposes, given that Alstom is,
directly or indirectly, acquiring 100% of Bombardier Transportation’s shares.
By applying the principles in IFRS 3, as Bombardier Transportation is the acquiree, its identifiable assets
acquired and liabilities assumed will be initially recognized at their fair values at the date of completion of
the proposed Transaction, i.e. the date of acquisition as defined in accordance with IFRS 3 (the
“Completion Date”). The measurement of the acquirer’s assets and liabilities is not affected by the
Transaction.
1.3. Preparation of pro forma information
The Unaudited Pro Forma Condensed Combined Financial Information is presented in millions of Euro.
The Unaudited Pro Forma Condensed Combined Financial Information is presented in accordance with
Annex 20 of Commission Delegated Regulation (EU) 2019/980 of March 14, 2019 “Pro Forma
Information”, the recommendation issued by ESMA (formerly CESR) (ESMA/2013/319 of March 20, 2013)
and the recommendation n°2013-08 issued by AMF (Autorité des Marchés Financiers) on pro forma
financial information, as modified on July 21, 2019.
The Unaudited Pro Forma Condensed Combined Financial Information is based on the relevant extracts of
the following documents:
•

Alstom’s consolidated financial statements as of and for the year ended March 31, 2020 prepared in
accordance with IFRS as adopted by the European Union, which are incorporated by reference in this
Amendment. These annual financial statements were audited by PricewaterhouseCoopers Audit and
Mazars;

•

Bombardier Transportation (Global Holding) UK Limited’s consolidated financial statements as of and
for the year ended December 31, 2019, as well as Bombardier Transportation (Global Holding) UK
Limited’s consolidated financial statements as of and for the 3-month period ended March 31, 2020
(which includes information for the 3-month period ended March 31, 2019 as comparative figures),
both prepared in accordance with IFRS as issued by the International Accounting Standards Board
(IASB), which are included in this Amendment. The annual financial statements were audited by Ernst
& Young GmbH Wirtschaftsprüfungsgesellschaft, and the interim financial statements were the subject
of a limited review by Ernst & Young GmbH Wirtschaftsprüfungsgesellschaft.

As part of the Transaction, Alstom will also acquire certain assets and liabilities of Bombardier
Transportation UK2, which is the holding company of Bombardier Transportation (Global Holding) UK
Limited. These assets and liabilities (and the corresponding income and expenses), are not included in the
historical financial information used for the preparation of the Unaudited Pro Forma Condensed Combined
Financial Information as they are immaterial to the Combined Group (€ 2 million of Cash and cash
equivalents, € 1 million of Other current liabilities and nil on Net result). No significant off-balance sheet
commitment of Bombardier Transportation UK2 will be transferred to Alstom as part of the Transaction.
The pro forma adjustments to the Unaudited Pro Forma Condensed Combined Financial Information are
limited to those that are (i) directly attributable to the Transaction and (ii) factually supportable. The
Unaudited Pro Forma Condensed Combined Financial Information does not reflect items such as synergies
or operating efficiencies that may result from the Transaction or restructuring and integration costs that
may be incurred as a result of the Transaction. Also, it does not reflect the payment relating to Bombardier
Transportation’s revolving credit facility pursuant to a contractual change of control provision, which is
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expected to be made after the completion of the Transaction. The Unaudited Pro Forma Condensed
Combined Financial Information is based upon certain assumptions that Alstom believes are reasonable at
the date of this Amendment and in the context of the Acquisition Agreement.
The Acquisition Agreement includes specific adjustment mechanisms with respect to the consideration to
be paid, which are presented in section 1.2.1 of this Amendment.
At Completion, Alstom, directly or indirectly, will pay a total amount in cash, provided that:
-

-

an amount equal to c. € 500 million plus a maximum of € 150 million (see description of this
mechanism in section 1.2.2 (a) of this Amendment) will not be paid in cash but used by Bombardier
UK to subscribe by way of set off (augmentation de capital par compensation de créances) to a
reserved share capital increase of Alstom;
an amount equal to c.€ 2 billion minus € 150 million (see description of this mechanism in section
1.2.1 of this Amendment) will not be paid in cash but used by CDP Investissements to subscribe
by way of set off (augmentation de capital par compensation de créances) to a reserved share
capital increase of Alstom (see note 4.2).

It is Alstom’s intention to finance most of the cash component by an additional € 0.7 billion capital increase
subscribed by CDP Investissements, as agreed in the Acquisition Agreement, a rights issue (up to c. € 2
billion) and a bond issuance (€ 0.4 billion). The remaining cash amount will be paid with Alstom’s existing
cash at the Completion Date, including Bombardier Transportation’s net cash at closing.
Given all assumptions taken and the assessments performed on a preliminary basis for the purpose of the
Unaudited Pro Forma Condensed Combined Financial Information, the actual financial position and results
of operations of the Combined Group in the future may differ from these pro forma amounts as additional
information becomes available and as additional analyses are performed.
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2. Unaudited pro forma condensed combined statement of financial position as of March 31,
2020

Unaudited pro forma adjustments

Alstom
historical

Bombardier
Transportation
under pro forma
presentation

Business
combination

1 567

1 702

4 460

470

170

-

1 371

861

(11)

693

476

-

60

5

-

65

233

244

-

477

Unaudited
Combined Group
pro forma

Other
adjustments

Divestitures

Assets
(in € million)
Goodwill
Intangible assets
Property, plant and equipment
Investments in joint-venture and associates
Non consolidated investments
Other non-current assets
Deferred Tax
Total non-current assets

234

275

4 628

3 733

4.2 a)

(27)

4.3

7 703

4.3

2 221

640
1 169

4 460

509

(38)

-

12 783

Inventories

1 743

150

(30)

4.3

1 863

Contract assets

1 644

2 150

(42)

4.3

3 752

Trade receivables

1 581

1 095

(23)

4.3

Other current operating assets

1 192

715

(5)

4.3

Other current financial assets

45

51

(0)

4.3

Cash and cash equivalents

2 175

329

230

Total current assets

8 380

4 490

230

Assets held for sale
TOTAL ASSETS

0

4.2 e)
4.2 c)

(101)

-

139

13 008

8 223

4 691

3 271

655

4 289

57

10

3 328

665

2 653
34

5 c)

1 936

(101)

5 b)

2 633

96
(67)

12 932

(67)

25 854

4.3

-

139

Equity and Liabilities
(in € million)
Equity attributable to the equity holders of the parent
Non-controlling interests
Total equity

4.2 b)

(101)

5 a) c)

8 114
67

4 289

-

(101)

8 181

Non-current provisions

160

97

(0)

4.3

257

Accrued pensions and other employee benefits

491

910

(11)

4.3

1 390

Non-current borrowings

772

103

Non-current lease obligations

465

149

-

17

-

-

1 905

1 259

Deferred Tax
Total non-current liabilities

400

4.2 c)

400

-

(103)

17

(11)

(103)

Current provisions

853

571

(36)

270

408

-

Current lease obligations

131

49

-

3 148

2 271

(279)

4.3

Trade payables

1 653

2 073

(58)

4.3

Other current liabilities

1 720

927

2

(20)

4.3

Total current liabilities

7 775

6 299

2

Liabilities related to assets held for sale
TOTAL EQUITY AND LIABILITIES

-

-

13 008

8 223

4.2 d)
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-

3 450

4.3

1 388
678
180

(392)
404

4 691

1 172
614

Current borrowings
Contract liabilities

5 a) b)

5 140
3 668
136

5 a)

2 764

136

13 819

(67)

25 854

4.3

404
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3. Unaudited pro forma condensed combined statement of income for the 12-month period
ended March 31, 2020

4. Notes to the Unaudited Pro Forma Condensed Combined Financial Information
4.1 Basis of preparation
Alstom’s underlying figures correspond to the ones published in its audited consolidated financial
statements as of and for the year ended March 31, 2020.
Bombardier Transportation’s underlying figures are derived from Bombardier Transportation (Global
Holding) UK Limited’s historical consolidated financial statements as follows:
•
•

Bombardier Transportation’s statement of financial position column as of March 31, 2020 is that
appearing in Bombardier Transportation (Global Holding) UK Limited’s consolidated financial
statements as of and for the 3-month period ended March 31, 2020
Bombardier Transportation’s statement of income column for the 12-month period ended March
31, 2020 has been prepared by
o considering the statement of income line items amounts appearing in Bombardier
Transportation (Global Holding) UK Limited’s audited annual financial statements as of
and for the year ended December 31, 2019; and
o subtracting the amounts in its statement of income for the 3-month period ended March
31, 2019, and adding the amounts in its statement of income for the 3-month period ended
March 31, 2020, both appearing in Bombardier Transportation (Global Holding) UK
Limited’s interim financial statements as of and for the 3-month period ended March 31,
2020 (which includes information for the 3-month period ended March 31, 2019 as
comparative figures). See table included in Note 6.1 below.
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Subsequent events
The Board of Directors of Bombardier Transportation (Global Holding) UK Limited approved the
consolidated financial statements of Bombardier Transportation (Global Holding) UK Limited for the 6month period ended June 30, 2020 on August 14, 2020. During the 3-month period ended June 30, 2020,
Bombardier Transportation updated project estimates leading to a charge of € 395 million largely related to
incremental engineering, certification and retrofit costs associated with a number of late-stage projects
mainly in the UK and Germany. These updated project estimates are non-adjusting subsequent events for
the 3-month period ended March 31, 2020 consolidated financial statements of Bombardier Transportation
(Global Holding) UK Limited since they are indicative of conditions that arose after the end of the reporting
period.
Reclassifications made to the Bombardier Transportation (Global Holding) UK Limited’s historical
statements of financial position and of income
Certain reclassifications have been made of items in Bombardier Transportation (Global Holding) UK
Limited’s historical financial statements to align their presentation to that of Alstom’s statement of financial
position and statement of income.
See tables included in Note 6.2 below.
Significant accounting methods
The management of both Alstom and Bombardier Transportation performed a preliminary comparison of
their accounting methods. The assessment did not result in the identification of significant differences
except for the following:
•

Practical application of the cost-to-cost method: Alstom and Bombardier Transportation both
apply the “cost-to-cost” method to recognize revenue to reflect the progress of each performance
obligation over time (namely train sales) in application of IFRS 15. However, the two groups have
a different approach regarding the timing of contribution to the percentage of completion of
activities relating to the purchase of goods and the production of semi-finished products: Alstom
considers that purchases of materials and equipment and the production of semi-finished goods that
are "standard" do not contribute to the progress of the contract until the achievement of a certain
level of industrial integration and customization. This implies that these elements are initially
recorded in inventories in application of IAS 2, with the revenue being recognized once these
materials are taken out of inventories to be used in the train manufacturing process. Bombardier
Transportation considers that these materials are project specific immediately upon receipt and
during construction in the case of semi-finished goods, and consequently contribute to the
percentage of completion of the relevant project; hence they are recognized in cost and revenues
upon receipt. This timing difference in the recognition of those costs in cost of sales has an impact
on both profit and loss (which generates revenue and margin recognition) and on the balance sheet
(contract assets/liabilities vs. inventory).
Alstom and Bombardier Transportation managements are unable to identify, assess and record the
adjustments in the Unaudited Pro Forma Condensed Combined Financial Information, as
competition law restrictions prevent them from sharing the relevant information needed to perform
reliable estimates. After completion of the Transaction, when Alstom and Bombardier
Transportation share the relevant information, Bombardier Transportation’s opening balance-sheet
will be restated to reflect the alignment on Alstom’s IFRS 15 application guidance. Nevertheless,
the impact on sales and gross margin is not expected to be material in regard to the Alstom
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Bombardier combined group profit and loss for future periods.
• Presentation of hedge accounting relationships: On the application of hedge accounting,
Bombardier Transportation applies cash flow hedge accounting whereas Alstom presents its hedge
accounting relationships on commercial contracts as fair value hedges. While the two methods do
not result in a different net impact on profit or loss, they deviate in their presentation in the statement
of financial position. In a cash flow hedge, the gain or loss on a hedging instrument is recognized
in other comprehensive income. In a fair value hedge, the gain or loss on a hedging instrument is
recognised in profit or loss and correspondingly, the gain or loss on the hedged item attributable to
the hedged risk is recognised as an asset or liability through profit or loss. In the statement of
financial position, Bombardier Transportation presents the associated derivatives as current
financial assets or liabilities. Alstom presents the associated derivatives as other current operating
assets or liabilities. A reclassification has been made in Bombardier Transportation (Global
Holding) UK Limited’s historical financial statements to conform the presentation to that of
Alstom’s statement of financial position (See reclassifications f) and j) in Note 6.2 below).
After completion of the Transaction, the topics above will be further assessed as Alstom and Bombardier
Transportation share access to information. Additional adjustments or changes in the presentation of the
financial statements may be performed as management aligns the accounting methods of the two groups.
Intercompany transactions
Subsequent to the Completion Date, balances and transactions occurring between Alstom and Bombardier
Transportation will represent intercompany transactions that will be eliminated in the Combined Group’s
consolidated financial statements. No elimination has been reflected as pro forma adjustments in the
Unaudited Pro Forma Condensed Combined Financial Information, as balances and transactions between
Alstom and Bombardier Transportation as of and for the periods presented are not significant.
4.2 Business combination
Estimated contractual acquisition price
The Acquisition Agreement provides for a contractual acquisition price which will be in the range of € 5.5
billion to € 5.9 billion, based on certain adjustment mechanisms presented in section 1.2.1 of this
Amendment. For the purpose of the Unaudited Pro Forma Condensed Combined Financial Information,
the preliminary contractual acquisition price has been estimated at € 5.3 billion, based on estimated potential
post-closing adjustments and obligations linked to the net cash protection mechanism. The € 0.2 billion
difference between the floor price of € 5.5 billion and the estimated preliminary contractual acquisition
price of € 5.3 billion is mainly due to the estimated negative net cash position of Bombardier Transportation
as of 31 December 2020 which is taken into account in the calculation of the acquisition price, as explained
in section 1.2.1 of this Amendment. The final amount of the acquisition price will be determined based on
Bombardier Transportation’s actual accounting records at 31 December 2020 and at the Completion Date
and on the aforementioned mechanisms agreed in the Acquisition Agreement, which are presented in
section 1.2.1 of this Amendment.
At Completion, Alstom Holdings will pay an amount in cash, providing that, following a delegation from
Alstom Holdings to Alstom for the relevant amount:
-

an amount equal to c. € 500 million (plus a maximum of € 150 million) (see description of this
mechanism in section 1.2.2 (a) of this Amendment) will be used by Bombardier UK to subscribe
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-

by way of set off (augmentation de capital par compensation de créances) to a reserved share
capital increase of Alstom;
an amount equal to c.€ 2 billion minus € 150 million (see description of this mechanism in section
1.2.1 of this Amendment) will be used by CDP Investissements to subscribe by way of set off
(augmentation de capital par compensation de créances) to a reserved share capital increase of
Alstom.

Accordingly, based on the mechanisms in the Acquisition Agreement, the preliminary contractual
acquisition price can be broken down as follows:

CDP Investissements and Bombardier UK would receive respectively 43 419 572 and 10 526 316 Alstom
shares 1. This number of shares is derived from the total amount subscribed by CDP Investissements and
Bombardier UK in Alstom shares by way of set-off as determined by the Acquisition Agreement (estimated,
for the purpose of these Unaudited Pro Forma Condensed Combined Financial Information, respectively to
€ 1 930 million and € 500 million) and the contractual share price (respectively 44.45 € and 47.50 €) agreed
in the Acquisition Agreement.
The contractual acquisition price is calculated in euros. A portion of the acquisition price paid in cash to
Bombardier UK will be paid in US dollars at an agreed exchange rate EUR/USD of circa 1/1.17 (EUR/USD
fixing spot rate “BFix” (mid) on September 16, 2020 less 0.015 representing the hedging and associated
costs). This payment in US dollars is hedged by Alstom.
Preliminary IFRS consideration transferred
From an accounting perspective, the consideration transferred corresponds to the sum of the fair values, at
the Completion Date, of the shares and the cash transferred by Alstom. The number of Alstom’s shares is
determined based on the contractual acquisition price (see above). Accordingly, as required under IFRS,
the subscription by way of set off will be measured based on the fair value of Alstom’s shares issued at the
Completion Date, which will be represented by the market price of Alstom’s shares at the Completion Date.

1

The number of shares does not take into account any impact of the rights issue (see below regarding the Financing
mechanisms of the contemplated Transaction), on the assumption that it would be completed between the signing
date of the Acquisition Agreement and the Completion Date.
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For the purpose of the Unaudited Pro Forma Condensed Combined Financial Information, the shares
component of the IFRS consideration transferred has been based on the fair value of Alstom’s shares as of
October 2, 2020 as follows:
Number of shares allocated to CDP Investissements and Bombardier UK (based on the share
prices agreed in the Acquisition Agreement)
Alstom's closing share price as of October 2, 2020 (€)
Estimated fair value of the consideration subscribed in Alstom shares by way of set off (m€)
Preliminary consideration paid in cash (m€)
Preliminary estimate of the fair value of the IFRS consideration transferred (m€)

53 945 888
41,60
2 244
2 870
5 114

Sensitivity
The following table indicates the sensitivity to changes in the Alstom share price and the impact on the
IFRS preliminary consideration transferred:

Preliminary purchase price allocation
Upon completion of the contemplated Transaction, Bombardier Transportation’s identifiable assets
acquired and liabilities assumed will be recognized at their fair values at that date with any remaining
difference in the consideration transferred recorded as goodwill. The Unaudited Pro Forma Condensed
Combined Financial Information does not include any fair value adjustments or any allocation to new assets
or liabilities at this stage due to competition law restrictions that prevent Alstom management and
Bombardier Transportation management from sharing the relevant information needed to perform reliable
fair value estimates. Hence, on a preliminary basis, the purchase price in the Unaudited Pro Forma
Condensed Combined Financial Information has been allocated to the historical carrying amounts of assets
acquired and liabilities assumed, which were determined to approximate their fair values as of March 31,
2020, with the resulting difference recorded as goodwill.
Financing
The financing structure of the purchase price is expected to be as follows:
•

•

Payment in cash based on:
o A capital increase reserved to CDP Investissements of € 0.7 billion and agreed in the
Acquisition Agreement
o A rights issue of up to € 2 billion raised on the market
o A bond issuance of € 0.4 billion
o And the remaining amount paid with Alstom’s existing cash on the balance sheet,
including Bombardier Transportation’s net cash at closing
Payment by subscription to a reserved share capital increase of Alstom by way of set off
(augmentation de capital par compensation de créances) by Bombardier UK and CDP
Investissements.
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From an accounting perspective, the estimated preliminary consideration transferred amounts to € 5.1
billion.
The preliminary contractual acquisition price is estimated to 5.3 billion and the preliminary financing
structure through the issuance of equity and bonds is estimated to € 5.5 billion. This € 0.2 billion difference
is reflected as an increase of the Cash in the Unaudited Pro Forma Condensed Combined Financial
Information. However, the estimated preliminary contractual acquisition price of € 5.3 billion takes into
account an estimated negative net cash position of Bombardier Transportation amounting to € (0.2) billion
as of 31 December 2020. The € 0.2 billion difference between the estimated preliminary contractual
acquisition price and the financing structure is a preliminary estimate that will notably be impacted by
Bombardier Transportation’s actual financial position at 31 December 2020 and at Completion Date.
The Unaudited Pro Forma Condensed Combined Financial Information has been prepared assuming the
rights issue and the bond issuance are completed for their entire amounts (respectively € 2 billion and € 0.4
billion) prior to the Completion Date. Accordingly, the rights issue and the bond issuance have been
reflected in the unaudited pro forma condensed combined balance sheet.
If the rights issue is not completed prior to the Completion Date or is completed but for less than the
currently envisaged gross proceeds of € 2 billion, then the existing “bridge” loan will be drawn in an amount
corresponding to the shortfall. Assuming the “bridge” loan is drawn for the entire € 2 billion, such a
drawing would result in a € 6 million decrease in net profit compared to what has been reported in the
Unaudited Pro Forma Condensed Combined Financial Information (corresponding to the additional interest
expense over the 12-month period) for the 12-month period ended March 31, 2020, before tax.
Similarly, if the bond issuance is not completed prior to the Completion Date or is completed but for less
than the currently envisaged gross proceeds of € 400 million, then the existing “bridge” loan will be drawn
in an amount corresponding to the shortfall. Such a drawing would have no impact on the financial expense
compared to what has been reported in the Unaudited Pro Forma Condensed Combined Financial
Information, as the financial interests of the bonds and the “bridge” loan are similar.
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Pro forma Adjustments
(a) The following table presents the preliminary purchase price allocation to the identifiable assets
acquired and liabilities assumed of Bombardier Transportation, with the excess of the purchase
price recorded as goodwill:
Amounts in m€
Bombardier Transportation net assets before acquisition
Pro forma adjustments impacting Bombardier Transportation's net assets (see d) and e))
Elimination of Bombardier Transportation's pre-existing goodwill
Estimated preliminary fair value of net assets acquired

655
(1)
(1 702)
(1 048)
5 114
6 162

Estimated preliminary consideration transferred
Estimated preliminary goodwill
Elimination of Bombardier Transportation's pre-existing goodwill
Estimated preliminary goodwill adjustment

(1 702)
4 460

Upon completion of the contemplated Transaction, Alstom management expects that, amongst others, fair
value adjustments will be made on property, plant and equipment and that the purchase price will also be
allocated to newly identified intangible assets including technologies, customer relationships and backlog.
The final valuation of Bombardier Transportation’s identifiable assets acquired and liabilities assumed at
the Completion Date could cause material differences between the pro forma presentation and actual results.
(b) The following table presents the adjustment to Equity as a result of the business combination:
Amounts in m€
Reversal of Bombardier Transportation Equity attributable to the equity holders of the parent
Consideration transferred financed through equity
Equity preliminary impact

(655)
4 944
4 289

(c) The following table presents the adjustments to the other balance sheet line items used for
financing of the Transaction:
Amounts in m€
Non-current borrowings
Cash and cash equivalents

400
230

The interest expense for the bond issuance of € 400 million has been reflected in the amount of € 1
million in the unaudited pro forma condensed combined statement of income.

(d) The adjustment represents the estimated remaining transaction costs relating to Bombardier
Transportation’s divestitures (see section 4.3 below) to be incurred by Bombardier Transportation
until the closing of the Transaction, which amount to € 2 million.
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The adjustment has been reflected as part of the liabilities assumed in the line “Other current
operating liabilities”.
(e) The tax related adjustment in the line “Other current operating assets” represents the tax effect of
the pro forma adjustments using a 24% tax rate corresponding to Bombardier Transportation’s
forecasted 2020 effective tax rate.

4.3 Divestitures
The European Commission cleared the Transaction on July 31, 2020, subject to certain conditions,
including the sale of certain assets (the "Divestitures" or the “Divested Businesses”). The Divestitures will
be subject to the Completion of the Transaction.
The Divested Businesses include the following:
• Bombardier Transportation’s contribution to the V300 ZEFIRO very high-speed train
• Alstom Coradia Polyvalent and the Reichshoffen production site in France
• Bombardier TALENT 3 platform and dedicated production facilities located within the
Hennigsdorf site in Germany
In addition, Alstom will provide access to certain interfaces and products for some of Bombardier
Transportation’s Signalling On-Board Units and Train Control Management Systems (TCMS).
The estimated assets and liabilities of the Divested Businesses have been respectively reclassified on the
lines “Assets held for sale” and “Liabilities related to assets held for sale” of the unaudited pro forma
condensed combined statement of financial position.
The unaudited pro forma adjustments are based upon information available as of the date of issuance of the
Unaudited Pro Forma Condensed Combined Financial Information and certain preliminary estimates and
assumptions which are believed to be reasonable. Potential additional divestments or other decisions that
could occur after the Completion Date of the Transaction are not reflected in the Unaudited Pro Forma
Condensed Combined Financial Information.
The Divested Businesses’ contribution included in the unaudited pro forma condensed combined statement
of income is as follows:
Amounts in m€
Sales
Earnings Before Interest and Taxes

464
9
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5. Other pro forma adjustments related to the unaudited pro forma condensed combined
statement of financial position
The following pro forma adjustments have been reflected in the unaudited pro forma condensed combined
statement of financial position:
(a) Alstom’s acquisition-related costs primarily comprise legal, financial and advisory costs. By their nature,
these costs are not expected to have a recurring impact on the performance of the Combined Group going
forward.
For the purpose of Unaudited Pro Forma Condensed Combined Financial Information, a preliminary
analysis has been performed to allocate the transaction costs between those related to the business
combination and those related to its financing (in equity or debt).
For the transaction costs related to the business combination, the costs incurred by Alstom as of March 31,
2020 have already been reflected in Alstom’s March 31, 2020 historical statement of income for an amount
of € 15 million before tax. The adjustment represents the estimated remaining transaction costs for Alstom
to be incurred after March 31, 2020 until the closing of the Transaction, which amount to € 100 million. It
has been reflected as an increase of the “Other current liabilities”, with a counterparty recognized in equity,
as the costs should be incurred prior to the closing of the Transaction.
Additionally, transaction costs related to the financing and to be incurred prior to the closing of the
Transaction have been estimated at € 40 million for the capital increases (both the rights issue and the
capital increases reserved to CDP Investissements and Bombardier UK) and € 2 million for the bond
issuance. Both adjustments have been recorded in the line “Other current liabilities”. The costs that are
directly attributable to the capital increases have been recognized as a deduction from equity, net of any
related income tax benefit. Those that are incremental to the bond issuance have been deducted from the
debt amount.
Other transaction costs linked to the structuring and securization of the financing of the Transaction have
been estimated at € 5 million. An adjustment has been reflected as an increase of the “Other current
liabilities”, with a counterparty recognized in equity, as the costs should be incurred prior to the closing of
the Transaction.

(b) Based on the preliminary assessment performed at this stage by both Alstom and Bombardier
Transportation, no change of control provisions have been identified that are currently expected to have an
impact on the Combined Group, except for:
•

•

Bombardier Transportation’s loan towards Bombardier Inc. of € 101 million, which will be
reimbursed (as a contractual matter) before or at the Completion Date. Accordingly, an adjustment
has been reflected in the Unaudited Pro Forma Condensed Combined Financial Information to
reflect the reimbursement of this loan.
Bombardier Transportation’s revolving credit facility for which a change of control clause exists,
and no waiver will be requested. The reimbursement is expected to be made after the completion
of the Transaction. No adjustment has been reflected in the Unaudited Pro Forma Condensed
Combined Financial Information, as the € 375 million revolving credit facility is already recorded
as a current borrowing in Bombardier Transportation’s March 31, 2020 historical statement of
financial position.
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(c) The tax related adjustment in the line “Other current operating assets” represents the tax effect of the
pro forma adjustments using a 25% tax rate corresponding to Alstom’s March 31, 2020 effective tax rate.

6. Bombardier Transportation figures
6.1. Twelve-month period statement of income
Bombardier Transportation’s statement of income column for the 12-month period ended March 31, 2020
has been prepared by:
•

considering the statement of income line items amounts appearing in Bombardier Transportation
(Global Holding) UK Limited’s audited annual financial statements as of and for the year ended
December 31, 2019

•

subtracting the amounts in its statement of income for the 3-month period ended March 31, 2019,
and adding the amounts appearing in its statement of income for the 3-month period ended March
31, 2020, both appearing in Bombardier Transportation (Global Holding) UK Limited’s interim
financial statements as of and for the 3-month period ended March 31, 2020 (and including
information for the 3-month period ended March 31, 2019).
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6.2. Reclassifications made to Bombardier Transportation (Global Holding) UK Limited’s
historical financial information
Certain reclassifications have been made of items in Bombardier Transportation (Global Holding) UK
Limited’s historical financial statements to conform their presentation to that of Alstom’s statement of
financial position and statement of income:
Statement of financial position
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Main reclassifications performed are as follows:
(a) Intangible assets transferred from Other non-current assets to the dedicated balance-sheet line
(€ 170 million)
(b) Other non-current financial assets reclassified to Non consolidated investments (€ 5 million)
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and Other non-current assets (€ 92 million)
(c) Prepaid expenses transferred from Other non-current assets to Other current operating assets
(€ 52 million)
(d) Downpayments paid to suppliers transferred from Contract assets to Other current operating
assets (€ 147 million)
(e) Other receivables and other assets reclassified to Other current operating assets (respectively
€ 62 million and € 269 million)
(f) Commercial derivatives transferred from Other current financial assets to Other current
operating assets (€ 177 million)
(g) Current restructuring provision reclassified in Non-current provisions (€ 81 million)
(h) Non-current and current lease obligations transferred from Other financial liabilities to the
dedicated non-current and current balance-sheet line items (respectively for € 149 million and
€ 49 million)
(i) Short-term borrowings and financial derivatives reclassified from Other financial liabilities to
Current borrowings (€ 408 million)
(j) Commercial derivatives transferred from Other financial liabilities to Other current liabilities
(€ 157 million)
(k) Staff payables reclassified from Trade payables to Other current liabilities (€ 25 million)
(l) Non-current financial debt transferred to Non-current borrowings (€ 103 million)
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Statement of income

(a) Parent Company Guarantee costs transferred from Selling and administrative expenses to Cost
of sales (€ 39 million)
(b) Special items reclassified in Other income / (expense) (€ 43 million)
(c) Share of income of joint ventures and associates transferred on the dedicated line below Pretax income (€ 78 million)
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B. Statutory auditors' report on the pro forma condensed combined financial information

PricewaterhouseCoopers Audit
63, rue de Villiers
92208 Neuilly-sur-Seine Cedex

Mazars
61 rue Henri Regnault
92075 Paris La Défense

This is a free translation into English of the auditors’ report issued in the French language and is
provided solely for the convenience of English speaking readers.
This report should be read in conjunction with, and is construed in accordance with, French law and
professional standards applicable in France.
ALSTOM
Statutory auditors' report on the Pro Forma Financial Information for the year ended 31 March
2020
In our capacity as statutory auditors of your company and in accordance with Regulation (EU) n°2017/1129
supplemented by the Commission Delegated Regulation (EU) n°2019/980, we hereby report to you on the
pro forma financial information of Alstom SA (the “Company”) for the year ended 31 March 2020 set out
in section 3. of the first amendment to the 2019/20 universal registration document (the “Pro Forma
Financial Information”).
The Pro Forma Financial Information has been prepared for the sole purpose of illustrating the impact that
the acquisition of Bombardier Transportation might have had on the consolidated balance sheet at 31 March
2020 and the consolidated income statement of the Company for the 12-month period ended 31 March 2020,
had it taken place with effect from 31 March 2020 for the balance sheet and 1 April 2019 for the income
statement. By its very nature, this information is based on a hypothetical situation and does not represent
the financial position or performance that would have been reported, had the operation or event taken place
at an earlier date than the actual or contemplated date.
It is your responsibility to prepare the Pro Forma Financial Information in accordance with the provisions
of Regulation (EU) n°2017/1129 and ESMA’s recommendations on pro forma financial information.
It is our responsibility to express a conclusion, based on our work, in accordance with Annex 20, section 3
of Commission Delegated Regulation (EU) n°2019/980, as to the proper compilation of the Pro Forma
Financial Information on the basis stated.
We performed those procedures that we deemed necessary according to the professional guidance of the
French Institute of Statutory Auditors (“CNCC”) applicable to such engagement. These procedures, which
did not include an audit or a review of the financial information used as a basis to prepare the Pro Forma
Financial Information, mainly consisted in ensuring that the information used to prepare the Pro Forma
Financial Information was consistent with the underlying financial information, as described in the notes
to the Pro Forma Financial Information, reviewing the evidence supporting the pro forma adjustments and
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conducting interviews with the management of the Company to obtain the information and explanations
that we deemed necessary.
In our opinion:
a) the Pro Forma Financial Information has been properly compiled on the basis stated;
b) that basis is consistent with the accounting policies of the Company.
This report has been issued solely for the purposes of:
- the filing of the first amendment to the 2019/20 universal registration document with the French
financial markets authority (Autorité des marchés financiers or “AMF”),
- and, if applicable, the admission to trading on a regulated market, and/or a public offer, of securities
of the Company in France and in other EU member states in which the prospectus approved by the
AMF is notified;
and cannot be used for any other purpose.
Neuilly-sur-Seine and Paris La Défense, on 7 October 2020
The Statutory Auditors
French original signed by
PricewaterhouseCoopers Audit

Mazars

Edouard DEMARCQ

Jean-Luc BARLET
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