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PART I. FINANCIAL INFORMATION

Item 1. Financial Statements

WABCO HOLDINGS INC.

CONDENSED CONSOLIDATED STATEMENTS OF INCOME / (LOSS)

(Unaudited)

(Amounts in millions, except share and per share data)
Sales

Cost of sales

Streamlining expenses

Gross Profit

Costs and expenses:

Selling and administrative expenses
Product engineering expenses
Streamlining expenses

Other operating expenses / (income), net

Operating (loss) / income

Equity income of unconsolidated joint ventures

Other non-operating expenses, net

Indemnification and other settlements

Fair value adjustment of the noncontrolling interest prior to taking
control

Interest income, net

Income / (loss) before income taxes
Income taxes

Net income / (loss) including noncontrolling interests
Less: net income attributable to noncontrolling interests

Net income / (loss)

Net income / (loss) per common share
Basic

Diluted

Cash dividends per share of common stock
Common shares outstanding

Basic

Diluted

Three Months
Ended September 30,
2009 2008
$ 382.0 $ 655.0
284.2 478.7
11.0 1.5
86.8 174.8
61.3 83.4
20.1 23.3
7.6 2.7
0.8 32
3.0) 62.2
(1.6) (5.0
4.5 0.3
(41.3)
0.6)
0.2) (1.8)
36.2 68.7
0.7 4.0
35.5 64.7
1.7 1.0
$ 33.8 $ 63.7
$ 0.53 $ 0.99
$ 0.52 $ 0.97
$ $ 0.07
64,039,101 64,501,931
64,841,763 65,350,990

See Notes to Condensed Consolidated Financial Statements.

&> L FH

Nine Months
Ended September 30,
2009 2008
1,031.9 $ 2,133.3
783.2 1,548.2
36.2 2.0
212.5 583.1
179.5 258.0
58.0 74.8
19.3 9.0
3.7) 11.1
(40.6) 230.2
(2.1) (8.1)
5.9 3.0
(41.3)
11.5
0.9) (2.8)
(13.7) 238.1
3.7 43.4
17.4) 194.7
2.5 2.7
(19.9) $ 192.0
(0.31) $ 2.93
(0.31) $ 2.89
0.07 $ 0.21
64,008,585 65,499,553
64,008,585 66,477,898



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

WABCO HOLDINGS INC.

CONDENSED CONSOLIDATED BALANCE SHEETS

(Amounts in millions, except share data)
ASSETS

Current assets:

Cash and cash equivalents

Accounts receivable, less allowance for doubtful accounts $9.8 in 2009; $6.9 in 2008
Inventories:

Finished products

Products in process

Raw materials

Taxes receivable on income

Future income tax benefits

Other current assets

Total current assets

Facilities, less accumulated depreciation

Goodwill

Capitalized software costs, less accumulated amortization $152.4 in 2009; $145.9 in 2008
Long-term future income tax benefits

Investments in unconsolidated joint ventures

Patents and intangible assets

Other assets

TOTAL ASSETS

LIABILITIES AND EQUITY
Current liabilities:

Loans payable to banks
Accounts payable

Accrued payroll

Current portion of warranties
Taxes payable

Indemnification liabilities
Streamlining liabilities

Other accrued liabilities

Total current liabilities

Long-term debt

Post-retirement benefits

Deferred tax liabilities

Long-term indemnification liabilities
Long-term income tax liabilities
Other liabilities

Total liabilities

Commitments and contingencies

Shareholders equity:

Preferred stock, 4,000,000 shares authorized; none issued and outstanding

Common stock, $.01 par value, 400,000,000 shares authorized; shares issued: 70,021,682 in 2009;
69,921,105 in 2008; and shares outstanding: 64,064,876 in 2009; 63,964,299 in 2008

Capital surplus

September 30,
2009
(unaudited)

$ 386.5
262.6

71.6
54
90.1
13.6
4.3
39.1

873.2
365.8
400.0
23.6
29.1
9.9
20.5
17.8

$  1,7399

$ 15.8
115.9

77.8

43.1

334

10.0

46.3

73.0

415.3
162.0
328.2
25.3
31.7
77.0
424

1,081.9

0.7
587.2

December 31,
2008

$ 392.8
313.8

75.1
7.6
80.0
20.0
4.3
544

948.0
315.8
360.8
22.7
29.1
74.0
6.7
18.9

$ 1,776.0

$ 76.4
108.3
89.8
542

252
15.3
59.2

428.4
173.6
319.9
26.6
352
94.1
83.3

1,161.1

0.7
578.4



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

Treasury stock, at cost: 5,956,806 shares in 2009; 5,956,806 shares in 2008 (276.3) (276.3)
Retained earnings 247.0 271.4
Accumulated other comprehensive income:

Foreign currency translation adjustments 87.7 51.4
Unrealized losses on benefit plans, net of tax (26.0) (24.1)
Total shareholders equity 620.3 601.5
Noncontrolling interests 37.7 13.4
Total equity 658.0 614.9
TOTAL LIABILITIES AND EQUITY $ 1,739.9 $ 1,776.0

See Notes to Condensed Consolidated Financial Statements.
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WABCO HOLDINGS INC.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(Amounts in millions)
Operating activities:
Net (loss) / income including noncontrolling interests

Adjustments to reconcile net (loss) / income to net cash provided by operating activities:

Depreciation
Amortization of capitalized software and other intangibles

(Unaudited)

Fair value adjustment of the noncontrolling interest prior to taking control
Equity in earnings of unconsolidated joint ventures, net of dividends received

Non-cash stock compensation
Deferred income taxes

Loss / (gain) on sale of facilities
Gain on divestitures
Indemnification settlements
Changes in assets and liabilities:
Accounts receivable, net
Inventories

Accounts payable

Other accrued liabilities and taxes
Post-retirement benefits

Other current and long-term assets
Other long-term liabilities

Net cash provided by operating activities

Investing activities:

Purchases of property, plant and equipment
Investments in capitalized software
(Acquisitions) / divestitures, net

Net cash used in investing activities

Financing activities:

Net borrowings / (repayments) of revolving credit facilities
Repayments of long-term debt

Borrowings of long-term debt

Net repayments of short-term debt

Purchases of treasury stock

Dividend payments

Proceeds from exercise of stock options

Net cash used by financing activities
Effect of exchange rate changes on cash and cash equivalents

Net (decrease) / increase in cash and cash equivalents
Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

Nine months

ended September 30,
2009 2008
$ 174) $ 1947
48.4 56.2
15.5 19.3
11.5
35 2.2)
8.7 6.7
(1.1)
14 (0.7)
0.8
(41.3)
73.3 9.6
12.5 (13.9)
8.9 (18.8)
0.1) 12.4
4.2) 0.5)
18.6 (10.8)
5.2 (6.3)
126.4 245.7
33.7) (57.7)
(6.2) 4.5)
(7.4)
(47.3) (62.2)
129.0 (58.0)
(160.9)
156.5
(60.5) 3.9
(150.8)
4.5) (13.8)
0.1 21.4
(96.8) (48.6)
114 (11.2)
(6.3 123.7
392.8 183.2
$ 386.5 $ 306.9

6
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Cash paid during the period for:

Interest $ 24 $ 4.0
Income taxes $ (6.5 $ 783
Non Cash Items for the period:

Treasury stock repurchase accrual $ $ 27

See Notes to Condensed Consolidated Financial Statements.
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WABCO HOLDINGS INC.
NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
NOTE 1. Basis of Financial Statement Presentation

WABCO Holdings Inc. ( WABCO orthe Company ) develops, manufactures and sells advanced braking, stability, suspension and transmission
control systems primarily for commercial vehicles. WABCO s largest selling products are braking systems ( ABS and EBS ), automated manual
transmission controls and air suspension controls for heavy and medium-sized trucks, buses and trailers. WABCO sells its products to four

groups of customers around the world: truck and bus original equipment manufacturers ( OEMs ), trailer OEMs, aftermarket distributors of
replacement parts and services, and automotive OEMs.

On July 31, 2007, Trane Inc., formerly known as American Standard Companies Inc. ( Trane ) implemented the spin-off of WABCO through a
tax-free stock dividend of all of WABCO s common stock to Trane shareowners.

The accompanying condensed consolidated financial statements have been prepared in accordance with accounting principles generally accepted
in the United States for interim financial information and with the instructions for Form 10-Q and Article 10 of Regulation S-X. Accordingly,
they do not include all of the information and footnotes required by accounting principles generally accepted in the United States for complete
financial statements. In the opinion of management, all adjustments, including normal recurring items, considered necessary for a fair
presentation of financial data have been included. The results of operations for interim periods are not necessarily indicative of the results that
may be expected for the entire year. For purposes of cash flow presentation, the Company has presented both cash flow activities for the
revolving credit facilities and short-term debt on a net presentation basis as these items represent cash flow activities where turnover is quick, the
amounts are large, and the maturities are short. The Company evaluated subsequent events through November 4, 2009 which is the date of
issuance of the financial statements. The condensed consolidated financial statements should be read in conjunction with the consolidated
financial statements and accompanying notes for the year ended December 31, 2008, included in the Company s Annual Report on Form 10-K.

Based on the organizational structure, as well as the nature of financial information available and reviewed by the Company s chief operating
decision maker to assess performance and make decisions about resource allocations, the Company has concluded that its total WABCO
operations represent one reportable segment and that WABCO s performance and future net cash flow perspectives are best understood and
assessed as such. European sales for the three months ended September 30, 2009 and 2008 accounted for 61% and 75% of total sales,
respectively. European sales for the nine months ended September 30, 2009 and 2008 accounted for 67% and 77% of total sales, respectively.
Asian sales for the three months ended September 30, 2009 and 2008 accounted for 21% and 9% of total sales, respectively. Asian sales for the
nine months ended September 30, 2009 and 2008 accounted for 16% and 10% of total sales, respectively. For the three months ended September
30, 2009, two of the Company s five largest customers are based in Asia, whereas compared with the same period in 2008, the Company s top
five customers were based in Europe. The Company had no customers that we transacted business with for the three months or nine months
ending September 30, 2009 which are greater than 10% of total sales.

Preparation of the financial statements requires management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and the disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues and
expenses during the period. Management believes the most complex and sensitive judgments, because of their significance to the condensed
consolidated financial statements, result primarily from the need to make estimates about the effects of matters that are inherently uncertain.
Management s Discussion and Analysis and Notes 2 and 13 to the Consolidated Financial Statements for the year ended December 31, 2008, in
the Company s Annual Report on Form 10-K, describe the most significant accounting estimates and policies used in preparation of the
Consolidated Financial Statements. Actual results in these areas could differ materially from management s estimates. There have been no
significant changes in the Company s assumptions regarding critical accounting estimates during the first nine months of 2009.

NOTE 2. Recently Issued Accounting Standards

In June 2009, the Financial Accounting Standards Board ( FASB ) issued Accounting Standards Update ( ASU ) No. 2009-1, Topic 105, Generally
Accepted Accounting Principles, which amended Accounting Standards Codification ( ASC 105 Generally Accepted Accounting Principles,
confirming that the FASB Accounting Standards Codification (the Codification ) will become the single official source of authoritative

US GAAP (other than guidance issued by the SEC), superseding existing FASB, American Institute of Certified Public Accountants, Emerging

Issues Task Force (EITF), and related literature. Only one level of authoritative US GAAP will exist. All other literature will be considered
non-authoritative. The Codification does not change US GAAP; instead, it introduces a new structure that is organized in an easily accessible,
user-friendly online research system. The Codification becomes effective for interim and annual periods ending on or after September 15, 2009.

The Company has adopted the Codification for the third quarter ended September 30, 2009.
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In December 2007, the FASB issued guidance contained in ASC topic 805, Business Combinations. ASC 805 requires that identifiable assets
acquired, liabilities assumed, and any noncontrolling interest in the acquiree be recognized and measured as of the acquisition date at fair value
regardless of the percentage of ownership. The standard also requires any shares issued for acquisition to be measured at fair value on the date of
acquisition as well as any contingent consideration recognized or pre-acquisition gain or loss contingencies. In-process research and
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development will not be capitalized and any acquisition related transaction costs should be expensed as incurred. ASC 805 is effective for fiscal
years beginning after December 15, 2008. The Company adopted the applicable sections of ASC 805 as of January 1, 2009 and appropriately
accounted for the WABCO-TVS step acquisition on June 3, 2009 in accordance with this standard. See Note 14 Business Combinations for
further details.

In December 2007, the FASB issued guidance contained in ASC topic 810-10-65-1, Consolidation. The updated guidance contained in this
section requires that a noncontrolling interest in a consolidated subsidiary be displayed in the consolidated statement of financial position as a
separate component of equity. Consistent with the FASB s view that noncontrolling interests are part of the equity of the consolidated group, this
section of the Codification requires that earnings attributed to the noncontrolling interests are to be reported as part of consolidated earnings and
not as a separate component of income or expense. Once a subsidiary is consolidated, any change in ownership that does not result in loss of
control is accounted for as an equity transaction. However, deconsolidation of a subsidiary would result in a gain or loss reflected in the
Company s Income Statement. ASC 810-10-65-1 is effective for fiscal years beginning after December 15, 2008. The Company has adopted the
applicable sections as of January 1, 2009. There was no material impact on the consolidated financial statements, although a change in the
financial statement presentation is required. As of September 30, 2009 and December 31, 2008, the Company has classified $37.7 million and
$13.4 million, respectively, of noncontrolling interests within equity which was previously classified as a liability.

In December 2008, the FASB issued guidance contained in ASC topic 715-20-65-2, Compensation — Retirement Benefits: Defined Benefit Plans.
The updated guidance in this section enhances disclosures for plan assets of a defined benefit pension or other postretirement plan. The
objectives of the disclosures about plan assets in an employer s defined benefit pension or other postretirement plan are to provide users of
financial statements with an understanding of: (i) how investment allocation decisions are made, including the factors that are pertinent to an
understanding of investment policies and strategies, (ii) the major categories of plan assets, (iii) the inputs and valuation techniques used to
measure the fair value of plan assets, (iv) the effect of fair value measurements using significant unobservable inputs on changes in plan assets
for the period, and (v) significant concentrations of risk within plan assets. ASC 715-20-65-2 is effective for fiscal years ending after

December 15, 2009. As this section of the Codification relates specifically to disclosures, the adoption of this standard is not expected to have an
impact on our consolidated financial condition, results of operations or cash flows.

In April 2009, the FASB issued guidance contained in ASC topic 825-10-65-1, Financial Instruments. The updated guidance in this section
requires disclosures about fair value of financial instruments for interim reporting periods of publicly traded companies as well as in annual
financial statements. The Company has adopted ASC 825-10-65-1 as of June 30, 2009. As this section relates specifically to disclosures, the
adoption of this standard had no impact on our consolidated financial condition, results of operations or cash flows. Financial instruments consist
mainly of cash, accounts receivable, accounts payable, loans payable to banks and long-term debt. At September 30, 2009, the carrying amounts
of these instruments approximated their fair values.

In May 2009, the FASB issued guidance contained in ASC topic 855-10, Subsequent Events. The updated guidance in this topic establishes
principles and requirements for subsequent events. In particular, this Statement sets forth the period after the balance sheet date during which
management of a reporting entity shall evaluate events or transactions that may occur for potential recognition or disclosure in the financial
statements, the circumstances under which an entity shall recognize events or transactions occurring after the balance sheet date in its financial
statements, and the disclosures that an entity shall make about events or transactions that occurred after the balance sheet date. The Company has
adopted ASC 855 as of June 30, 2009. As ASC 855-10 relates specifically to disclosures, the adoption of this standard had no impact on our
consolidated financial condition, results of operations or cash flows.

In June 2009, the FASB issued Statement of Financial Accounting Standards ( SFAS ) No. 166, Accounting for Transfers of Financial Assets.
SFAS No. 166 improves the relevance, representational faithfulness, and comparability of the information that a reporting entity provides in its
financial reports about a transfer of financial assets; the effects of a transfer on its financial position, financial performance, and cash flows; and
a transferor s continuing involvement in transferred financial assets. SFAS No. 166 is effective for fiscal and interim periods beginning after
November 15, 2009. Earlier application is prohibited. The Company believes that the adoption of this standard will not have a material impact
on the consolidated financial statements and has appropriately considered the guidance when entering into the new accounts receivable financing
facility which is further discussed in Note 4 ~ Accounts Receivable Financing Facility.

10
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In June 2009, the FASB issued SFAS No. 167, Amendments to FASB Interpretation No. 46 (R). SFAS No. 167 requires an enterprise to perform
an analysis to determine whether the enterprise s variable interests give it a controlling financial interest in a variable interest entity. SFAS

No. 167 is effective for fiscal and interim periods beginning after November 15, 2009. Earlier application is prohibited. The Company believes
that the adoption of this standard will not have a material impact on the consolidated financial statements.

In August 2009, the FASB issued ASU 2009-05, Measuring Liabilities at Fair Value. ASU 2009-05 amends ASC 820, Fair Value
Measurements, by clarifying that when a quoted price in an active market for an identical liability is not available, an entity must measure fair
value using one or more of the following techniques: i) the use of a quoted price of an identical liability when traded as an asset; ii) the use of
quoted prices for a similar liability or similar liabilities when traded as an asset; and iii) an income approach such as a present value technique,
or a market approach but which should, in all instances, maximize the use of relevant observable inputs and minimize the use of unobservable
inputs. The Company adopted the applicable sections on September 30, 2009. The adoption of this did not have a material impact on our
consolidated financial condition, results of operations or cash flows.

NOTE 3. Comprehensive Income / (Loss)

Total comprehensive income / (loss) consisted of the following (amounts in millions):

Three months ended Nine months ended

September 30, September 30,
2009 2008 2009 2008
Net income / (loss) including noncontrolling interests $ 355 $§ 647 $(174) $194.7
Foreign currency translation effects 274 (83.9) 36.3 (27.0)
Foreign currency translation on benefit plans, net 0.6 2.0 1.9 2.2
Comprehensive income / (loss) including noncontrolling interests 63.5 (17.2) 17.0 169.9
Less: Comprehensive income attributable to noncontrolling interests 1.7 1.0 2.5 2.7
Comprehensive income / (loss) $ 618 $ (182) $ 145 $1672

NOTE 4. Accounts Receivable Financing Facility

On September 23, 2009, the Company established an accounts receivable financing facility ( the Facility ) with Société Générale Bank Nederland
N.V. (the Bank ). The Facility represents the replacement of a general funding program that had been cancelled on January 12, 2009 by ABN
AMRO N.V. and Cooperatieve Centrale Raiffeisen-Boerenleenbank B.A. due to an event outside of the Company s control. The maximum
funding from receivables that may be sold into the Facility will be 100 million; however, there can be no assurance that the participating sellers
will generate sufficient receivables to access the maximum availability under the Facility. The facility has not been utilized as of September 30,
2009. The term of the Facility is for one year, with the possibility of four additional annual extensions, assuming the Company and the
participating sellers are in compliance with the specified Facility covenants. As of September 30, 2009, the funding that would have been

available under this program, if utilized, was approximately 44 million.

On April 15, 2009, the Company entered into a 35 million receivable purchasing program which has not been utilized as of September 30, 2009
in respect to accounts receivable from one of our customers. As of September 30, 2009, the funding that would have been available under this
program, if utilized, was approximately 15.7 million.

NOTE 5. Net Income / (Loss) Per Share

Basic net income / (loss) per share has been computed using the weighted average number of WABCO common shares outstanding. The average
number of outstanding shares of common stock used in computing diluted net income / (loss) per share included 802,662 weighted average
incremental shares for the three month period ended September 30, 2009. The average number of outstanding shares of common stock used in
computing diluted net income / (loss) per share included no weighted average incremental shares for the nine month period ended

11
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September 30, 2009 since the impact would be anti-dilutive. The average number of outstanding shares of common stock used in computing
diluted net income / (loss) per share included 849,059 and 978,345 weighted average incremental shares for the three months and nine months
ended September 30, 2008, respectively. The weighted average incremental shares represent the net amount of shares the Company would issue
upon the assumed exercise of in-the-money stock options and vesting of restricted stock units ( RSUs ) after assuming that the Company would
use the proceeds from the exercise of options to repurchase treasury stock. The three month period ended September 30, 2009, excluded
3,008,024 shares due to their anti-dilutive effect. The three and nine month periods ended September 30, 2008, excluded 988,193 and 978,262
shares, respectively, due to their anti-dilutive effect. Anti-dilutive options represent those options whose exercise price was greater than the
average price of the Company s common stock during the three month period ended September 30, 2009.

NOTE 6. Capital Stock

On March 20, 2009, a dividend of $0.07 per share of common stock was paid to shareholders of record as of March 4, 2009, and totaled $4.5
million. Given the current state of the commercial vehicle industry and the pending decision by the European Commission on the civil fine
discussed in Note 9 - Warranties, Guarantees, Commitments and Contingencies, the Company has decided to suspend payment of further
dividends.

Following is a summary of net shares outstanding and shares issued or reacquired during the first nine months of 2009.

Number of Shares of Common Stock

Treasury Net Shares
Total Shares Shares Outstanding
Balance, December 31, 2008 69,921,105 (5,956,806) 63,964,299
Shares issued upon exercise of stock options 26,071 26,071
Other shares issued or (reacquired), net 74,506 74,506
Balance, September 30, 2009 70,021,682 (5,956,806) 64,064,876

The Company accounts for purchases of treasury stock under the cost method with the costs of such share purchases reflected in treasury stock
in the accompanying condensed consolidated balance sheets. When treasury shares are reissued they are recorded at the average cost of the
treasury shares acquired since the inception of the share buy back programs, net of shares previously reissued and the Company reflects the
difference between the average cost paid and the amount received for the reissued shares in capital surplus. As of September 30, 2009, no shares
have been reissued. At September 30, 2009, the Company has no further authorization by the Board of Directors to repurchase shares as the
previous approval of $500 million expired on September 1, 2009.

NOTE 7. Stock-Based Compensation

The Company records stock-based compensation based on the estimated fair value of the award at the grant date and is recognized as an expense
in the condensed consolidated statements of income over the requisite service period. Total stock-based compensation cost recognized during the
three month period ended September 30, 2009, and 2008, and the nine month period ended September 30, 2009, and 2008, of $3.2 million and
$2.1 million, and $8.7 and $6.7 million, respectively, has been included in the condensed consolidated statements of income. The Company has
recognized expenses arising from Trane common stock options, WABCO common stock options and RSUs only for those stock compensation
awards held by WABCO employees. Outstanding WABCO options held by non-WABCO employees or directors arise as a result of the
distribution of shares in connection with the spin-off of WABCO from Trane and are not reflected in compensation expense recognized by the
Company.

12
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The total number and type of awards granted primarily in connection with the annual grant during the periods presented and the related
weighted-average grant-date fair values were as follows:

Nine months ended Nine months ended
September 30, 2009 September 30, 2008
Weighted- Weighted Weighted-  Weighted
Average Average Average Average
Underlying  Exercise  Grant Date Underlying Exercise  Grant Date
Shares Price Fair Value Shares Price Fair Value
Options Granted 3,122,647 $ 1177 $ 2.76 712,112 $ 4243 $ 11.10
RSUs Granted 411,799 § $ 1177 113,463 $ $ 4247
Total Awards 3,534,446 825,575

In 2008, a total of 712,112 options were granted of which 438,140 are exercisable in equal installments over a period of three years. Of the
remaining 273,972 options granted in 2008, 136,986 of the options become exercisable after three years and 136,986 of the options become
exercisable after four years. In 2009, a total of 3,122,647 options were granted of which 3,066,750 are exercisable in equal annual installments
over a period of three years. Of the remaining 55,897 options granted in 2009, 36,887 of the options become exercisable after two years and
19,010 become exercisable after three years. In 2008, a total of 113,463 RSUs were granted of which 109,519 vest ratably over a period of three
years. The remaining 3,944 RSUs will vest 66% after two years with the remaining 34% vesting after three years. All of the RSUs granted in
2009 vest ratably over a period of three years.

The weighted average grant date fair value was calculated under the Black-Scholes option-pricing model. The following table summarizes the
significant assumptions used for the grants during the nine month periods ended September 30, 2009 and 2008.

Nine Months Ended Nine Months Ended
Assumption September 30, 2009 September 30, 2008
Risk-free interest rate 1.85% 2.78%
Expected volatility 31.6% 26.0%
Expected holding period 5 Years 5 Years
Expected forfeiture rate 0.8% 4.0%
Dividend yield 2.44% 0.66%

On an annual basis, the Company updates the assumptions used in determination of the Black-Scholes values. The risk free interest rate is based
on the yield of U.S. Treasury securities that correspond to the expected holding period of the options. WABCO reviewed the historic volatility of
its common stock over a 24 month period, the common stock of its peer group over a five year period, and the implied volatility for at the money
options to purchase shares of its common stock. The five year historical volatility period was selected since that period corresponds with the
expected holding period. Based on this data, the Company chose to use a weighted average of the implied volatility of WABCO, the most recent
two year historical volatility of WABCO and the median most recent three year historical volatility of WABCO s peer group prior to the spin-off
date. The expected holding period was calculated by reviewing the historical exercise pattern of all holders that were granted options and the
exercise behavior of officers versus non-officers. The results of the analysis support one expected holding period for all groups of employees.
The expected forfeiture rate was determined based on the historical stock option forfeiture data of the Company. The dividend yield was based
on WABCO s expected dividend rate for the period at the time of grant. Assumptions used for volatility, expected holding period and forfeiture
rate were updated by the Company as of September 1, 2009 and will be used for future grants. As of September 30, 2009, no new grants were
issued using the new assumptions. Based on the Company s methodology of granting stock options, it is not expected that the use of these new
assumptions will have a material impact on the condensed consolidated statement of income with regard to future stock option grants.

NOTE 8. Debt
Credit Agreements

In May 2007, WABCO entered into an unsecured, five-year $800 million, multi-currency revolving credit facility that will expire on July 31,
2012. The proceeds of the borrowings under the credit facility have been used to fund historical repurchases of our shares, pay historical
quarterly dividends to our shareholders and to meet short-term
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cash requirements. Additionally, the facility may be used to pay a fine or provide a bank guarantee (which may be required) pursuant to a

decision relating to the European Commission investigation matter as further described in Note 9 under the heading Contingencies. The balance
outstanding on this facility as of September 30, 2009, is $162.0 million. Up to $100 million under this facility may be used for issuing letters of
credit, of which $97.2 million is unused as of September 30, 2009. The Company has the possibility to borrow (considering the covenant
restrictions discussed below) an additional $635.2 million under this facility. Under the five year facility, the Company pays a facility fee of
0.10% per annum. Borrowings thereunder bear interest generally at the London Interbank Offered Rate ( LIBOR ) plus either 0.35% if
borrowings are less than or equal to 50% of the total available balance, or 0.40% if borrowings are greater than 50% of the total available

balance. The Company also pays 0.35% per annum plus issuance fees for letters of credit. The interest rate spreads above the U.S. dollar LIBOR
(0.25875% at September 30, 2009) are subject to adjustments should the Company s leverage ratio change. The Company intends to replace all
or some portion of the existing five-year $800 million credit facility at the time of its expiration.

In March 2008, WABCO entered into an unsecured, 364 day 100 million credit facility with Rabobank. As a result of the draw down on July 31,
2008, the 364 day 100.0 million credit facility with Rabobank had an expiration date of July 30, 2009. In July 2008, the Company entered into a
cross currency swap to hedge the changes in the fair value of its  100.0 million loan from Rabobank relating to changes in foreign currency
exchange rates between the euro and U.S. dollar. The Company did not renew this cross currency swap on July 30, 2009, given its decision not

to renew the 364 day 100 million credit facility previously entered into with Rabobank which expired and was repaid on July 30, 2009 by a
drawdown under the five year revolving credit facility.

Our credit facility contains various covenants that limit, among other things, liens, transactions, subsidiary indebtedness, and certain mergers and
sales of assets. The covenants also require the Company to meet certain financial tests: a rolling four quarters 3 to 1 ratio of consolidated net
debt to consolidated trailing four quarters adjusted EBITDA (earnings before interest, taxes, depreciation and amortization adjusted for certain
items), a 3 to 1 ratio of consolidated trailing four quarters adjusted EBITDA to consolidated net interest expense, and a liquidity test. These
terms are all defined within the agreement to the five-year $800 million credit facility. The liquidity covenant for the $800 million credit facility
requires us to have at least $100 million of liquidity (which includes unused commitments under the agreement and certain other committed
facilities that may be entered into, as well as unrestricted cash and cash equivalents) after giving effect to any payment of a fine or any provision
of a bank guarantee that may be required pursuant to a decision relating to the European Commission investigation matter. As of September 30,
2009, our trailing four quarters adjusted EBITDA is $118.2 million, which consists of $30.4 million for the third quarter of 2009, $9.1 million
for the second quarter of 2009, $18.9 million for the first quarter of 2009 and $59.8 million for the fourth quarter of 2008. Given a net
indebtedness of $92.0 million at September 30, 2009, this resulted in an EBITDA covenant ratio of 0.8 to 1. Prior quarter amounts were adjusted
on a pro-forma basis to retroactively reflect the sale of Sundaram Clayton Ltd. and the additional investment in WABCO-TVS Ltd. As of
September 30, 2009, the Company was in compliance with all the covenants contained in these credit agreements.

Also, subsidiaries in Japan, India, Spain and Brazil had borrowings from banks totaling $15.8 million which are classified as short term. These
loans support local working capital requirements.

Note 9. Warranties, Guarantees, Commitments and Contingencies
Warranties

Products sold by WABCO are covered by a basic limited warranty with terms and conditions that vary depending upon the product and country
in which it was sold. The limited warranty covers the equipment, parts and labor (in certain cases) necessary to satisfy the warranty obligation
generally for a period of two years. Estimated product warranty expenses are accrued in cost of goods sold at the time the related sale is
recognized. Estimates of warranty expenses are based primarily on warranty claims experience and specific customer contracts. Warranty
expenses include accruals for basic warranties for product sold, as well as accruals for product recalls, service campaigns and other related
events when they are known and estimable. To the extent WABCO experiences changes in warranty claim activity or costs associated with
servicing those claims, its warranty accrual is adjusted accordingly. Warranty accrual estimates are updated based upon the most current
warranty claims information available.
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Following is a summary of changes in the Company s product warranty liability for the three and nine months ended September 30, 2009 and
2008 (amounts in millions).

Three months Nine months
ended September 30, ended September 30,
2009 2008 2009 2008

Balance of warranty costs accrued, beginning of period $ 473 $ 642 $ 578 $ 540
Warranty costs accrued 4.6 7.9 12.4 27.0
Warranty claims settled (8.1) 6.1) (26.0) (19.2)
Foreign exchange translation effects 1.5 (5.5) 1.1 (1.3)
Balance of warranty costs accrued, end of period $ 453 $ 605 $ 453 $ 605
Current portion included in current liabilities $ 43.1 $ 569 $§ 43.1 $ 56.9
Long-term warranty liability $ 22 $ 36 $ 22 $ 36

Guarantees and Commitments

The Company has bank guarantees for $14.2 million of which $8.6 million is related to tax litigation, $2.8 million is related to letters of credit
and $2.8 million of other items.

Contingencies
General

We are subject to proceedings, lawsuits and other claims related to products and other matters. We are required to assess the likelihood of any
adverse judgments or outcomes to these matters as well as potential ranges of probable losses. A determination of the amount of liability to be
recorded, if any, for these contingencies is made after careful analysis of each individual issue. The liabilities recorded may change in the future,
possibly by significant amounts, due to new developments in any of the matters.

Litigation

As part of a multi-company investigation commenced in 2004, the former American Standard Companies Inc. (now Trane Inc.), and certain of
its European subsidiaries engaged in the Bath and Kitchen business were charged by the European Commission for alleged infringements of
European Union competition rules relating to the distribution of bathroom fixtures and fittings in a number of European countries. Pursuant to
the Indemnification and Cooperation Agreement that was concluded in the context of the spin-off of WABCO from Trane Inc., WABCO Europe
BVBA (an indirect wholly-owned subsidiary of WABCO) is responsible for, and is liable to indemnify Trane Inc. and Ideal Standard
International (representing the successor to the Bath and Kitchen business, and owner of certain of the former American Standard subsidiaries)
and their owners against, any fines related to this investigation.

We anticipate that this investigation may result in the imposition of a fine in 2009 or early in 2010; however, we are unable to reasonably
estimate the likely amount or range of any fine that may result from this matter for the reasons that follow. Under its 2006 Fining Guidelines, the
Commission will determine a basic amount of the fine by considering the value of the sales of goods to which the infringement related, the
gravity of the infringement and its duration. In applying the 2006 Guidelines, the Commission retains considerable discretion in calculating the
fine, including the determination of the basic amount, the evaluation of the aggravating and mitigating circumstances, the availability of leniency
and the assessment of the overall deterrent effect of the fine. Due to the specific circumstances, and the factual differences of and with published
precedents so far, there is insufficient guidance to allow us to ascertain how the Commission would exercise its discretion in applying the 2006
Guidelines in the present case. If the Commission were to apply the 2006 Guidelines to the allegations as set forth in the Statement of
Objections, the fine could be significant depending on whether the breadth of the allegations and the alleged duration of the infringement are
maintained. American Standard and its charged European businesses presented defenses to the allegations in the Statement of Objections, as did
WABCO Europe BVBA at an oral hearing with the European Commission in November 2007. It is not possible to judge the impact of these
defenses on the final outcome. Following the hearing, the European Commission requested additional information from Trane, WABCO Europe
BVBA and Ideal Standard International, as follows: in June 2008 (revenue of the relevant entities for the year 2007); in December 2008,
(information regarding the spin-off of WABCO from American Standard and certain historic corporate information including data regarding the
corporate structures of American Standard and its successors
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before and after the spin-off and the transition of entities and/or assets to Trane and Ideal Standard International); in April 2009 and June 2009 (
further corporate information regarding share ownership structure, composition of boards of directors and copies of articles and bylaws of all
legal entities involved during the period covered by the investigation). In June 2009, the Commission also issued a Letter of Facts to all
participants in the case which stated that it would rely on certain additional items of evidence not previously mentioned in the original Statement
of Objections, but already in its files and known to our counsel, none of which our counsel deems material to the outcome of the case. Most
recently, in October 2009, the Commission requested further information regarding revenue figures for 2008 and the first three quarters of 2009.
Although based on this request we expect that the Commission s next action will be to adopt a decision to impose a fine, the Commission could,
among other things, issue a new Statement of Objections or request additional information before adopting such a decision. A fine would under
the applicable rules be required to be paid within three months of the decision, unless imposition of any such fine were appealed within two
months of the decision in which case we would be required to pay the fine or to provide a bank guarantee for the full amount of the fine plus
interest. The appeals process could take as long as 5-7 years during which time WABCO would not have access to such funds or would be
required to provide a bank guarantee. The Commission or the European Court of First Instance could agree to waive or suspend this requirement
for reasons of financial hardship; however, this outcome cannot be assured and will depend on the relevant facts at the time.

Article 23 of Council Regulation No. 1/2003 provides for a maximum fine equal to 10% of the parent company s worldwide revenue attributable
to all of its products for the fiscal year prior to the year in which the fine is imposed. It is unknown on what basis the Commission will calculate
the maximum. As we have previously reported, if the Commission had issued a fine in 2007 and based it on American Standard s reported
worldwide revenue in 2006, the total potential maximum liability would have been approximately $1.1 billion subject to a probable reduction for
leniency of at least 20%. American Standard no longer exists. The effect, if any, of the spin-off of WABCO from American Standard, the sale of
its Bath and Kitchen business to Ideal Standard International, and the merger of Trane Inc. with Ingersoll-Rand Company Limited, all of which
occurred in 2007 and 2008, on the determination of the applicable 10% cap is unclear. Furthermore, we have argued that the cap should be
calculated on the basis of the revenue of the charged European businesses, rather than the parent company s worldwide revenues.

The fine imposed by the Commission could be material to WABCO s operating results and cash flows for the year in which the liability would be
recognized or the fine paid. We are continuing to fully cooperate with the Commission and believe the defenses we have presented to the
Commission will be considered and taken into account in the determination of the fine.

As of September 30, 2009, the Company has a cash balance of $386.5 million and has a credit facility in place which contains covenant
restrictions. The $800 million five-year revolving credit facility is a non-amortizing facility that permits utilization up to the maximum level at
any time through and until expiration, subject to the stipulated financial/liquidity covenants in the credit agreement. There is a balance of $162.0
million outstanding on the $800 million credit facility.

The borrowings under our existing credit agreements are limited by covenants. The covenant which is expected to be the most restrictive, based
on the current economic downturn, requires that our total net indebtedness not exceed three times a trailing four quarters adjusted EBITDA

( EBITDA covenant ), as defined in the agreement to the five year $800 million credit facility. As of September 30, 2009 our trailing four quarters
adjusted EBITDA is $118.2 million, which consists of $30.4 million for the third quarter of 2009, $9.1 million for the second quarter of 2009,
$18.9 million for the first quarter of 2009 and $59.8 million for the fourth quarter of 2008. Given a net indebtedness of $92.0 million at
September 30, 2009, this resulted in an EBITDA covenant ratio of 0.8 to 1. We expect that this covenant will limit our ability to borrow under
our existing credit agreements in 2009 and into 2010. The Company is proactively addressing this matter by pursuing alternative financing
arrangements that would not be subject to the EBITDA covenant. As described in more detail in Note 4, Accounts Receivable Financing
Facility, the Company s accounts receivable financing facility was terminated on January 12, 2009 as a result of an event outside of the
Company s control. On September 23, 2009, the Company established an accounts receivable financing facility with Société Générale Bank
Nederland N.V (the Facility ). The maximum funding from receivables that may be sold into the Facility will be 100 million ($146 million at
September 30, 2009 exchange rates); however, there can be no assurance that the participating sellers will generate sufficient receivables to
access the maximum availability under the Facility. The term of the Facility is for one year, with the possibility of four additional
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annual extensions, assuming the Company and the participating sellers are in compliance with the specified Facility covenants. As of
September 30, 2009, the funding that would have been available under this program, if utilized, was approximately 44 million. On April 15,
2009, the Company entered into a 35 million factoring program in respect to accounts receivable from one of our customers. As of

September 30, 2009, the funding that would have been available under this program, if utilized, was approximately 15.7 million. Additionally,
other potential sources of financing that the Company is considering include but are not limited to the following: (i) factoring of additional
accounts receivable balances, (ii) sale-leaseback of certain property, plant and equipment , (iii) supply chain financing and (iv) obtain a waiver
or renegotiate the debt covenants on our existing $800 million five-year credit facility. If a fine in excess of our funding capability were issued,
the Company would seek approval from the Commission for alternative payment measures, such as payment in installments, which is available
in certain circumstances. We are advised this possibility exists in cases of extreme hardship and substantiated financial difficulties. It is our
understanding that it is not in the Commission s interest, nor is it their intention, to force companies out of business due to fine payments, and we
believe that the Commission will be sensitive to the current economic environment. However this outcome cannot be assured due to the degree
of discretion inherent in the Commission s fining and enforcement powers. As a further option, the Company may be able to apply for a
court-ordered suspension of its payment obligation to the Court of First Instance, a statutory available remedy in cases of hardship. The
uncertainty of the extent and duration of the current global industry downturn requires us to observe that if the fine were to be issued in an
amount in excess of our funding capability at that time, and various mitigating actions which the Company has implemented and is planning
were to fail, the fine could have a material adverse effect on the financial condition and liquidity of WABCO.

Note 10. Income Taxes

Unrecognized tax benefits at September 30, 2009 amounted to $90.1 million related to the WABCO business and $20.3 million related to
WABCO obligations directly to tax authorities for Trane s Bath & Kitchen business as further discussed in Note 11  Tax and Indemnification
Liabilities Transferred from Trane to WABCO. The Company believes that it is reasonably possible that certain unrecognized tax benefits will
be recognized within the next 12 months. As a result, $66.7 million of the unrecognized tax benefits related to the WABCO business are
classified as long-term liabilities and $23.4 million are classified as short term liabilities. In addition, $10.3 million of the unrecognized tax
benefits related to WABCO s obligations to tax authorities for Trane s Bath & Kitchen business are classified as long term liabilities and $9.9
million are classified as short term liabilities. The Company recognizes interest and penalties accrued related to unrecognized tax benefits in
income tax expense. No penalties have been accrued related to these unrecognized tax benefits.

In conjunction with the Tax Sharing Agreement discussed in Note 11, WABCO is responsible for certain tax and indemnification liabilities.

The accompanying September 30, 2009 condensed consolidated balance sheet continues to reflect a full valuation allowance for certain foreign
tax losses as it has been determined as of September 30, 2009 that it is more likely than not that the losses will not be realizable in the
foreseeable future.

The income tax provision includes certain discrete items which resulted in an additional tax charge of $2.8 million for the nine month period
ending September 30, 2009. These items principally relate to recording interest on unrecognized tax benefits, the recognition of a prior year
unrecognized tax benefit due to the expiration of a statute of limitations, and changes in estimated tax liabilities associated with the filing of
various foreign income tax returns for prior years.

The Company is subject to taxation in the US and various states and foreign jurisdictions. With no material exceptions, the Company is no
longer subject to US federal, state, local or foreign examinations by tax authorities for years before 2002.

Note 11. Tax and Indemnification Liabilities Transferred from Trane to WABCO

Pursuant to a Tax Sharing Agreement between Trane and WABCO, entered into on July 16, 2007, WABCO is responsible for certain tax
contingencies and indemnification liabilities. As noted in Note 10  Income Taxes, the FIN 48 liabilities as of September 30, 2009 include $20.3
million related to non-US entities of Trane s Bath & Kitchen business but for which WABCO entities have obligations directly to non-US tax
authorities. In addition, as
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of September 30, 2009, the Company had indemnification liabilities of $41.7 million, of which $31.7 million is classified within long-term
liabilities on the balance sheet and $10.0 million is classified within short-term liabilities. During the third quarter of 2009, $41.3 million
comprised of approximately $18.3 million of indemnification liabilities and approximately $23.0 million of other tax related liabilities were
reversed in the statement of income (in the line indemnifications and other settlements) due to the closing of a tax audit and other settlements,
therefore the exposures relating to these liabilities are no longer deemed probable as of September 30, 2009.

Note 12. Streamlining Expenses

During 2008 and the first three quarters of 2009, the Company incurred charges related to streamlining activities consisting of previously
announced plant reductions and severance for positions that have been eliminated. The Company accounts for these charges as either a one-time
benefit arrangement or an ongoing benefit arrangement as appropriate. The following is a summary of the streamlining programs (consisting of
termination payments and other employee costs) outstanding as of September 30, 2009 (amounts in millions).

2009 Streamlining Programs

Charges during the first nine months of 2009 $ 555
Payments during the first nine months of 2009 (18.0)
Balance as of September 30, 2009 $ 375
2008 Streamlining Programs

Balance as of December 31, 2008 $ 265
Charges during the first nine months of 2009

Payments during the first nine months of 2009 9.0)
Balance as of September 30, 2009 $ 175
2007 and earlier Streamlining Programs

Balance as of December 31, 2008 $ 838
Charges during the first nine months of 2009

Payments during the first nine months of 2009 3.1)
Balance as of September 30, 2009 $ 57
Total Balance as of September 30, 2009 $ 60.7

The Company incurred $55.5 million of streamlining expenses during the first nine months of 2009 of which $19.3 million has been charged to
selling and administrative expenses and $36.2 million was charged to cost of sales. The Company incurred $11.1 million of streamlining
expenses during the first nine months of 2008 of which all is associated with severance relating to 2008 plans with $9.1 million charged to
selling and administrative expenses and $2.0 million charged to cost of sales. The Company expended $30.1 million of cash on streamlining
activities in the first nine months of 2009. With regard to the existing committed programs approved by the works councils, the Company
expects to incur approximately $1 million of expense during the remainder of 2009; however, payments will continue until 2012. Of the balance
of $60.7 million, $14.4 million is included in other liabilities and $46.3 million is included in streamlining liabilities as of September 30, 2009.
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Note 13. Post-retirement Benefits

Post-retirement pension, health and life insurance costs had the following components for the three and nine months ended September 30, 2009
and 2008 (amounts in millions):

Three Months Ended September 30, Nine Months Ended September 30,
2009 2009 2008 2008 2009 2009 2008 2008
Health Health Health Health
& Life & Life & Life & Life
Pension Ins. Pension Ins. Pension Ins. Pension Ins.
Benefits  Benefits Benefits Benefits Benefits Benefits Benefits Benefits
Service cost-benefits earned during period $ 1.9 $ 01 $ 19 $ 01 $ 54 $ 03 $ 58 $ 03
Interest cost on the projected benefit obligation 6.2 0.4 6.4 0.4 17.8 1.2 19.0 1.2
Less assumed return on plan assets (2.1) 2.2) (6.0) 6.7)
Curtailment (2.5)
Amortization of prior service cost 0.1
Amortization of net loss 0.3 0.1 0.3 0.1 0.9 0.1 0.9 0.3
Defined benefit plan cost $ 63 $ 06 $ 64 $ 06 $18.1 $ (09 $ 19.1 $ 1.8
Accretion expense as reflected in selling and
administrative expenses and cost of sales $ 4.1 $ 04 $ 42 $ 04 $11.8 $ 1.2 $ 123 $ 1.2

The Company expects to contribute $6.7 million to foreign plans in 2009. In the first quarter of 2009, $1.6 million was contributed to foreign
plans, in the second quarter of 2009, $1.7 million was contributed to foreign plans, and in the third quarter of 2009, $1.7 million was contributed
to foreign plans. There have been no contributions and there are no expected contributions for domestic plans.

Note 14. Business Combinations

WABCO and its Indian joint venture partners, members of the TVS group ( TVS ), separated the WABCO related business from the
non-WABCO related business of their Indian joint venture Sundaram-Clayton Ltd. ( SCL ). This was done through a plan of demerger, which was
approved by the Madras High Court and became effective on March 28, 2008 under Indian law. As a result, the WABCO-related business of

SCL was transferred to a new company, WABCO-TVS (INDIA) Ltd. ( WABCO-TVS ), the shares of which were allocated proportionately in
May 2008 to existing SCL shareholders and were listed in India as of October 1, 2008. The Company believes that the demerger should be

tax-free in both India and the United States and has received a positive private letter ruling from the U.S. Internal Revenue Service.

On June 3, 2009, WABCO sold 39.2% of its interest in SCL s non-WABCO-related business, decreasing WABCO s percentage ownership in
SCL to zero. Based upon the trading share price of SCL at the time of the transaction, the consideration received by the Company to divest itself
of its ownership in SCL was $24.0 million. The sale of these shares resulted in a pre-tax gain of $0.7 million that has been recognized in the
quarter ended June 30, 2009. The Company has established a provision for the U.S. tax at 35% for this transfer of its entire shares in SCL.

Concurrent with the sale of the shares in SCL, on June 3, 2009 WABCO purchased additional shares of WABCO-TVS increasing its ownership
in WABCO-TVS from 39.2% to 75%. Based upon the trading share price of WABCO-TVS at the time of the transaction, the consideration paid
by the Company to acquire the additional 35.8% of WABCO-TVS was $31.6 million. With its outstanding engineering and manufacturing
capabilities and local sourcing network, WABCO-TVS designs, manufactures and markets conventional braking products and other related air
compression products and systems, directly serving customers locally and internationally through WABCO. Upon WABCO obtaining majority
control of WABCO-TVS, 100% of WABCO-TVS results of operations, beginning June 2009, are included in the condensed consolidated
financial statements of the Company. In addition, 25% of the results of operations for the same period are accounted for as non-controlling
interest in the consolidating statement of income and shareholders equity section of the condensed consolidated balance sheet accordingly.
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Prior to accounting for the step acquisition, the Company remeasured its investment in WABCO-TVS to fair value, which resulted in a pre-tax
loss of $11.5 million. The allocation of the purchase price has been performed based on the fair values of 100% of the assets acquired and
liabilities assumed. Although there are no material changes anticipated with the purchase price allocation, the Company has until the end of 2009
to record any adjustments deemed necessary upon finalizing the reporting for this transaction.

The fair value of the WABCO-TVS business identified intangible assets and goodwill as detailed below:

Customer and distribution relationships
TVS brand

Technology (patented and unpatented)
In-process research and development
Software

Goodwill

16

Fair market
value

(in millions)
12.7

0.5

3.3

0.8

0.1

26.7

Useful life
(in years)
15

3

5-10

10

1

N/A
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Item 2. Management s Discussion and Analysis of Financial Condition and Results of Operations
Executive Overview

WABCO is a leading provider of electronic, mechanical and mechatronic products for the world s leading commercial truck, trailer, bus and
passenger car manufacturers. We manufacture and sell control systems, including advanced braking, stability, suspension, transmission control
and air compressing and processing systems, that improve vehicle performance and safety and reduce overall vehicle operating costs. Our
largest-selling products are pneumatic anti-lock braking systems (  ABS ), electronic braking systems ( EBS ), automated manual transmission
systems, air disk brakes and a large variety of conventional mechanical products such as actuators, air compressors and air control valves for
heavy- and medium-sized trucks, trailers and buses. We also supply advanced electronic suspension controls and vacuum pumps to the car and
SUV markets in Europe and North America. In addition, we sell replacement parts, diagnostic tools, training and other services to commercial
vehicle aftermarket distributors, repair shops and fleet operators. Company management analyzes the performance of the business using the
following general framework and describes the performance of the business in this context throughout the remainder of this discussion and
analysis of financial condition and results of operations.

Sales

The Company analyzes its sales activity based on the impact of pricing, volume and mix of its products. The management of pricing conditions
and the execution of a strategy to improve sales mix to more profitable products and customers are important to us in order to grow sales and
profitability.

Productivity

The Company identifies the impact of key productivity programs in the areas of materials procurement, labor and other productivity programs.
The successful execution of productivity programs is important to offset the impacts of price decreases, commodity inflation and other cost
escalations.

Commodities

The Company uses commodities such as aluminum, copper, zinc and steel in its manufacturing process. The cost of these commodities can have
a significant impact on the Company s financial performance.

Investments

The Company analyzes the costs for the development of new products, investments in sales and marketing programs and other infrastructure
investments in support of productivity improvements. Investments in new products and sales are important to sustaining organic growth.

Results of Operations

The following discussion and analysis addresses changes in sales, gross profit, expenses and pre-tax income for the three and nine months ended
September 30, 2009, compared to the three and nine months ended September 30, 2008. Approximately 92% of WABCO sales are outside the
U.S. and therefore, changes in exchange rates can have a significant impact on the reported results of our operations, which are presented in U.S.
Dollars. Quarter-over-quarter changes in sales, gross profit, expenses, pre-tax income and net income for 2009 compared with 2008 are
presented both with and without the effects of foreign currency translation. Changes in sales, gross profit, expenses, pre-tax income and net
income excluding foreign exchange effects are calculated using current year sales, gross profit, expenses, pre-tax income and net income
translated at prior year exchange rates. Presenting changes in sales, gross profit, expenses, pre-tax income and net income excluding the effects
of foreign currency translation is not in conformity with accounting principles generally accepted in the United States ( GAAP ), but management
analyzes the data in this manner because it is useful to them for understanding the operational performance of the business. Management
believes this data is also useful to shareholders for the same reason. The changes in sales, gross profit, expenses, pre-tax income and net income
excluding the effects of foreign currency exchange translation are not meant to be a substitute for measurements prepared in conformity with
GAAP, or to be considered in isolation.
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Third Quarter Results of Operations for 2009 Compared with 2008

(amounts in millions)

Three months ended September 30,
Excluding foreign
exchange translation

2009 %
% change adjusted change

2009 2008 reported Amount adjusted
Sales $ 382.0 $655.0 “41.7% $403.1 (38.5)%
Cost of sales 295.2 480.2 (38.5)% 310.7 (35.3)%
Gross profit 86.8 174.8 (50.3)% 92.4 “47.1)%
Operating expenses 89.8 112.6 (20.2)% 94.7 (15.9)%
Operating (loss) / income 3.0) 62.2 i 2.3) i
Equity income of unconsolidated joint ventures (1.6) (5.0) (68.0)% (1.6) (68.0)%
Other non-operating expense, net (37.4) 0.3 i (37.4) i
Interest income, net 0.2) (1.8) (88.9)% 0.3) (83.3)%
Income/ (loss) before income taxes 36.2 68.7 47.3)% 37.0 (46.1)%
Income taxes 0.7 4.0 * 1.4 *
Net income / (loss) including noncontrolling interests 35.5 64.7 45.1)% 35.6 (45.0)%
Less: net income attributable to noncontrolling interests 1.7 1.0 70.0% 1.8 80.0%
Net income / (loss) $ 338 $ 63.7 (46.9)% $ 338 (46.9)%

* Percentage change not meaningful
Sales

Sales for the third quarter of 2009 were $382.0 million, a decrease of 41.7% (38.4% excluding foreign currency translation effects) from $655.0
million in 2008, which includes approximately 4% of incremental sales due to the consolidation of WABCO-TVS which was acquired during
the second quarter of 2009. The decrease was attributable to the significant decline in commercial vehicle production that was evident in most of
our markets. In addition to the deterioration in the end market demand, inventory reductions that continued across most commercial vehicle
manufacturers contributed to the production decline. In due course, as it relates to the European market, once inventories have been exhausted,
we would expect to see an uptick in production to be more in line with sales. Sales in Europe, our largest market, decreased approximately
51.7% (48.6% excluding foreign currency translation effects), which based on our estimate, was better than European truck production. Sales
decreased 17.0% in North America, which was less than the decrease in North American truck production. In Asia sales increased 34.0% (30.5%
excluding foreign currency translation effects). The sales increase in Asia included an increase in China sales of 19.0% (18.8% excluding
foreign currency translation effects) which was impacted by a higher production of trucks for the domestic markets. However, sales growth in
China was less than the increase in production of new commercial vehicles due to the significant decline in trucks produced for export which
carry a higher content per vehicle than trucks for the domestic market. The Company currently has two customers from Asia within the top five
customers, compared to the prior year, when there were no customers from Asia within the top five. Total aftermarket sales, included in the
geographic numbers provided above, decline in the quarter was 13.1% (7.4% excluding foreign currency translation effects), which was
impacted by both the Original Equipment Supply channel and the Independent Aftermarket channel experiencing declines due to the decrease in
transportation.
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In the third quarter of 2009, the global commercial vehicle markets continued the significant decline that began in the latter part of 2008. The
uncertainty of the development of the global economy makes it difficult to predict how demand for commercial vehicles will further develop in
2010. However, as it relates to the European market, the reduction of new truck inventory by the OEM s experienced in 2009 is expected to
benefit the Company as production levels will need to increase to meet the level of end market demand of new trucks.

Gross Profit

Gross profit decreased by $88.0 million (a decrease of $82.4 million excluding foreign currency translation effects) in the third quarter of 2009
as compared with the third quarter of 2008. The decrease in gross profit was primarily driven by volume and mix decreases of approximately
$52.0 million primarily attributable to the sales decline discussed above, overhead underabsorption, labor and other cost escalations of
approximately $24.0 million, as well as higher spending on streamlining programs of approximately $9.5 million and sales price decreases of
$8.6 million. A partial offset to gross profit decline came from $15.8 million of materials and conversion productivity, which we consider a
significant achievement given the severe sourcing environment and the very difficult market conditions experienced during the quarter. In
addition, gross profit was negatively impacted by $4.1 million of foreign currency transaction losses related mainly to the sale of products in
countries (with different currencies) outside of the country where they are manufactured were reported.

Operating Expenses

Operating expenses, which include selling and administrative expenses, product engineering expenses and other operating expenses, decreased
by $22.8 million ($17.9 million excluding foreign currency translation effects) in the third quarter of 2009 as compared to the third quarter of
2008. The Company s timely actions in anticipation of a continued market slowdown as well as the efficient execution of related cost cutting
efforts was the primary driver of a $20.9 million decrease in operational spending. Additionally, separation costs were reduced by $3.3 million
compared to the prior year. These improvements were partially offset by streamlining costs which have increased by $4.8 million compared to
the prior year as a result of an additional restructuring program in the third quarter as well as labor and other cost inflation and escalations of
approximately $1.5 million.

Streamlining Expenses

The Company incurred $18.6 million of streamlining expenses during the third quarter of 2009 of which $7.6 million has been charged to selling
and administrative expenses and $11.0 million was charged to cost of sales. The Company incurred $4.2 million of streamlining expenses during
the third quarter of 2008 of which all is associated with severance relating to 2008 plans with $2.7 million charged to selling and administrative
expenses and $1.5 million charged to cost of sales.

The Company expended $10.5 million of cash on streamlining activities in the third quarter of 2009. The balance of $60.7 million is included in
other liabilities and streamlining liabilities as of September 30, 2009.

Equity Income of Unconsolidated Joint Ventures

Equity income of unconsolidated joint ventures decreased by $3.4 million ($3.4 million excluding foreign currency translation effects) in the
third quarter of 2009 as compared to the third quarter of 2008. The decrease was primarily driven by the step acquisition of WABCO-TVS
resulting in lower equity income in the current year of $2.6 million from the SCL joint venture. This is due to the fact that upon WABCO
obtaining majority control of WABCO-TVS, 100% of WABCO-TVS results of operations, beginning June 2009, are included in the condensed
consolidated financial statements of the Company. Although equity income has decreased $2.6 million, the Company has generated
approximately $5.2 million of pre-tax income from having acquired the majority of WABCO-TVS, resulting in a net year over year increase to
pre-tax income of $2.6 million. WABCO s income from its South Africa joint venture also decreased $1.7 million when compared to 2008
results.

Other Non-Operating Expenses, Net

Other non-operating expense, net decreased by $37.7 million ($37.7 million excluding foreign currency translation effects) in the third quarter
2009 as compared to the third quarter of 2008. This decrease is primarily driven by the reversal of approximately $41.3 million of
indemnification and other settlements in the statement of income due to the closing of a tax audit and other settlements.
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Interest Income, Net

Interest income amounted to $0.2 million ($0.3 million excluding foreign currency translation effects) in the third quarter 2009 compared to $1.8
million in the third quarter 2008. The overall decrease in interest income is related to the significant drop in interest rates as a result of the
economic crisis.

Income Taxes

The income tax provision for the third quarter of 2009 was $0.7 million on pre-tax income after adjusting for noncontrolling interest of $36.2
million, compared with a provision of $4.0 million on $68.7 million of pre-tax income after adjusting for minority interest in the third quarter of
2008. The tax provision for the third quarter of 2009 is impacted by the limited tax benefits associated with restructuring costs and the negative
effect of our European supply chain structure in a year of low profitability. Additionally, the accompanying provision includes a valuation
allowance for losses in certain foreign jurisdictions in which it is more likely than not that the losses will not be realizable in the foreseeable
future.

Year to Date Results of Operations for 2009 Compared with 2008

(amounts in millions)

Nine months ended September 30,
Excluding foreign
exchange translation

2009 %

% change adjusted change

2009 2008 reported Amount adjusted
Sales $1,031.9 $2,133.3 51.6)%  $1,153.6 (45.9)%
Cost of sales 8194 1,550.2 “47.1)% 916.7 (40.9)%
Gross profit 212.5 583.1 (63.6)% 236.9 (59.4)%
Operating expenses 253.1 352.9 (28.3)% 282.6 (19.9)%

Operating (loss) / income (40.6) 230.2 & 45.7) i
Equity income of unconsolidated joint ventures 2.1) (8.1) (74.1)% (2.1) (74.1)%

Other non-operating expense, net (23.9) 3.0 & (19.8) ©
Interest income, net 0.9) 2.8) (67.9)% (1.3) (53.6)%

(Loss) / income before income taxes (13.7) 238.1 & (22.5) i
Income taxes 3.7 434 91.5)% 43 (90.0)%

Net (loss) / income including noncontrolling interests 17.4) 194.7 e (26.8) <
Less: net income attributable to noncontrolling interests 2.5 2.7 (7.4)% 2.7 0.0)%

Net (loss) / income $ (199 $ 1920 & $ (29.5) &

* Percentage change not meaningful
Sales

Sales for the first nine months of 2009 were $1,031.9 million, a decrease of 51.6% (45.9% excluding foreign currency translation effects) from
$2,133.3 million in 2008. The decrease was attributable to the significant decline in commercial vehicle production that was evident across the
world. In addition to the deterioration in the end market demand, inventory reductions across most commercial vehicle manufacturers
contributed to the production decline. Sales in Europe, our largest market, decreased approximately 57.3% (51.3% excluding foreign currency
translation effects), which based on our estimate, was better than European truck production. Sales decreased 35.3% in North America, which
was less than the decrease in North American truck production. In Asia and South America sales decreased 16.1% and 49.5%, respectively
(15.4% and 38.4% excluding foreign currency translation effects, respectively). The sales decline in Asia included a decrease in China sales of
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currency translation effects) which was impacted by a larger decline in the production of trucks for export, which carry a higher content of
WABCO products than trucks produced for the domestic markets, partially offset by an increase of the Company s compressor product line in the
market as well as the increasing penetration of ABS. Total aftermarket sales, included in the geographic numbers provided above, decline in the
first nine months was 23.5% (18.9% excluding foreign currency translation effects), which was impacted by both the Original Equipment Supply
channel and the Independent Aftermarket channel experiencing due to declines in transportation. Necessary maintenance and the more severe
weather conditions than normal in Europe in the earlier part of the year helped the aftermarket sales outperform sales to new truck and bus
manufacturers.

In the third quarter of 2009, the global commercial vehicle markets continued the significant decline that began in the latter part of 2008. The
uncertainty of the development of the global economy makes it difficult to predict how demand for commercial vehicles will further develop in
2010. However, as it relates to the European market, the reduction of new truck inventory by the OEM s experienced in 2009 is expected to
benefit the Company as production levels will need to increase to meet the level of end market demand of new trucks.

Gross Profit

Gross profit decreased by $370.5 million ($346.2 million excluding foreign currency translation effects) in the first nine months of 2009 as
compared with the first nine months of 2008. The decrease in gross profit was primarily driven by volume and mix decreases of approximately
$217.0 million primarily attributable to the sales decline discussed above, overhead underabsorption, labor and other cost escalations of
approximately $112.6 million, as well as higher spending on streamlining programs of approximately $38.8 million and sales price decreases of
$20.6 million. A partial offset to gross profit decline came from $39.2 million of materials and conversion productivity, which we consider a
significant achievement given the very difficult market conditions experienced so far in 2009, as well as approximately $3.6 million of foreign
currency transaction gains related mainly to the sale of products in countries (with different currencies) outside of the country where they are
manufactured were reported.

Operating Expenses

Operating expenses, which include selling and administrative expenses, product engineering expenses and other operating expenses, decreased
by $99.7 million ($70.3 million excluding foreign currency translation effects) in the first nine months of 2009 as compared to the first nine
months of 2008. The Company s timely actions in anticipation of a continued market slowdown experienced in the first nine months of 2009 as
well as the efficient execution of related cost cutting efforts was the primary driver of a $73.9 million decrease in operational spending. Also, the
Company reduced spending on separation costs by $14.6 million, primarily driven by the reversal of tax indemnification liabilities related to the
expiration of statute of limitations and closing of tax audits. These improvements were partially offset by spending on streamlining programs of
$12.3 million, and labor and other cost inflation and escalations of approximately $5.9 million.

Cost Reduction Programs and Streamlining Expenses

Based on market declines occurring in the fourth quarter of 2008, WABCO commenced a streamlining program on October 28, 2008, which
began with a consultative process with works councils and employee representatives globally. The initial intent, as previously disclosed, was to
reduce the Company s global workforce by approximately 1,000 positions. As the Company continued to assess the impacts of the declining
market conditions, the Company planned further reductions bringing the estimated total to 1,800 employees. As of September 30, 2009,
approximately 1,600 of the 1,800 positions were terminated. This level of reduction in workforce has brought us in line with capacity, while still
allowing us to continue our focus on core strategies, including technology, new products, globalization, and quality and productivity initiatives.
The intention of these actions was to create sufficient flexibility in production and help to cope with anticipated demand volatility for the
remainder of 2009.

The Company also continued its cost reduction program which was put in place during 2008. The Company achieved cost savings of $66 million
in operating expenses. This success reflects major progress in containing the costs of our streamlining program, as well as cost reductions across
our organization, including flexible work schedules, shortened work weeks in some locations, reductions in discretionary expenses, and our
decision to decrease executive and senior management compensation, among other measures.
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The Company incurred $55.5 million of streamlining expenses during the first nine months of 2009 of which $19.3 million has been charged to
selling and administrative expenses and $36.2 million was charged to cost of sales. The Company incurred $11.1 million of streamlining
expenses during the first nine months of 2008 of which all is associated with severance relating to 2008 plans with $9.1 million charged to
selling and administrative expenses and $2.0 million charged to cost of sales. The Company expended $30.1 million of cash on streamlining
activities in the first nine months of 2009. With regard to the existing committed programs approved by the works councils, the Company
expects to incur approximately $1 million of expense during the remainder of 2009.

Equity Income of Unconsolidated Joint Ventures

Equity income of unconsolidated joint ventures decreased $6.0 million ($6.0 million excluding foreign currency translation effects) in the first
nine months of 2009 as compared to the first nine months of 2008. The decrease was primarily driven by the step acquisition of WABCO-TVS
resulting in lower earnings in the current year of $3.6 million from the SCL joint venture. This is due to the fact that upon WABCO obtaining
majority control of WABCO-TVS, 100% of WABCO-TVS results of operations, beginning June 2009, are included in the condensed
consolidated financial statements of the Company. Income from the Meritor WABCO joint venture and the South Africa joint venture decreased
$0.6 million and $1.8 million, respectively, when compared to 2008 results.

Other Non-Operating Expenses, Net

Other non-operating expense, net decreased by $26.9 million ($22.8 million excluding foreign currency translation effects) in the first nine
months 2009 as compared to the first nine months of 2008. This decrease was primarily due to a reversal of approximately $41.3 million of
indemnification and other settlements in the statement of income due to the closing of a tax audit and other settlements as well as a recorded gain
on the sale of its investment in SCL of $0.7 million. These were partially offset by a remeasurement loss of $11.5 million of the investment in
WABCO-TVS recorded prior to the step acquisition. This transaction is further explained in Note 14 Business Combinations.

Interest Income, Net

Interest income, net decreased by $1.9 million ($1.5 million excluding foreign currency translation effects) to $0.9 million in the first nine
months of 2009 compared to $2.8 million in the first nine months of 2008. The overall decrease in interest income is related to the significant
drop in interest rates as a result of the economic crisis.

Income Taxes

The income tax provision for the first nine months of 2009 was $3.7 million on a pre-tax loss after adjusting for noncontrolling interest of $13.7
million, compared with a provision of $43.4 million on $238.1 million of pre-tax income after adjusting for minority interest in the first nine
months of 2008. The tax provision for the first nine months of 2009 is impacted by the limited tax benefits associated with restructuring costs
and the negative effect of our European supply chain structure in a year of low profitability. Additionally, the accompanying provision includes
a valuation allowance for losses in certain foreign jurisdictions in which it is more likely than not that the losses will not be realizable in the
foreseeable future.

Liquidity and Capital Resources
Cash Flows for the nine months ended September 30, 2009

Net cash provided by operating activities was $126.4 million for the first nine months of 2009. This compared with net cash provided by
operating activities of $245.7 million for the first nine months of 2008.

Although the Company recorded a net loss including noncontrolling interests of $17.4 million for the first nine months of 2009 compared with
net income including noncontrolling interests of $194.7 million for the first nine months of 2008, the Company was still able to achieve strong
cash flow. The net loss for the first nine months of 2009 included noncash elements such as the fair value adjustment of the noncontrolling
interest prior to taking control of WABCO-TVS of $11.5 million, and depreciation and amortization of $63.9 million. In addition, the Company
reduced its working capital during 2009. Accounts receivable was reduced by $73.3 million during the first nine months of 2009, primarily
driven by a decline in sales volume and a reduction of our past due receivables, resulting in an improvement in days sales outstanding. The
Company was also able to successfully reduce inventory levels by $12.5 million in the first nine months of 2009, notwithstanding the increase of
inventory during the third quarter which was driven by higher business volumes and increased safety stock. Both impacts were partially offset by
a reduction in accounts payable of $8.9 million which was primarily driven by the reduction in inventory.
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The change in other accrued liabilities and taxes for the first nine months of 2009 was a decrease of $41.4 million compared to an increase $12.4
million for the first nine months of 2008. In the first nine months of 2008, the Company benefited from an increase in accruals because of higher
activities in the first nine months. In the first nine months of 2009, the Company had a reversal of $41.3 million of indemnification and other
settlements.

WABCO continued to make contributions to funded pension plans. During the first nine months of 2009, those contributions, and payment of
benefits incurred by unfunded plans, totaled $21.5 million. The Company expects to make contributions and payments of approximately $31.0
million to plans in 2009.

Within investing activities, the Company made capital expenditures of $47.3 million in the first nine months of 2009 as compared to capital
expenditures of $62.2 million in the first nine months of 2008. The capital expenditures for 2009 include $19.0 million of investments in tooling,
$14.7 million on plant and equipment, $7.4 million of net cash outlay for the WABCO-TVS acquisition and sale of SCL and $6.2 million in
computer software. This compared with $29.9 million of investments in tooling, $27.8 million on plant and equipment, and $4.5 million in
computer software during the first nine months of 2008. As a result of the downturn in the economy, the Company implemented controlled
spending measures which resulted in capital expenditure reductions versus prior year.

The net cash used by financing activities during the first nine months of 2009 amounted to $96.8 million compared to $48.6 million of net cash
provided during the first nine months of 2008.

On March 7, 2008, we entered into an unsecured, 364 day credit agreement with Rabobank for 100.0 million. As a result of the draw down on
July 31, 2008, the 364 day 100.0 million credit facility had an expiration date and was repaid on July 30, 2009 in the amount of $156.5 million
by a drawdown of the five year revolving credit facility for the same amount.

In November 2007, WABCO entered into a 50 million, 364 day credit agreement with the Bank of Tokyo-Mitsubishi. The Company redeemed
the outstanding debt of $63.5 million under the credit agreement which resulted in termination of the credit agreement on February 26, 2009.

As of September 30, 2009, our total third party indebtedness was $177.8 million consisting primarily of $162.0 million of long term debt
borrowed under our $800 million 5-year credit facility which is discussed in Note 8 Debt. Also, subsidiaries in other countries had borrowings
from banks totaling $15.8 million which is classified as current liabilities. These loans support local working capital requirements.

The Company paid a quarterly dividend of $4.5 million on March 20, 2009. Given the current state of the commercial vehicle industry and the
pending decision by the European Commission on the civil fine discussed in Note 9 - Warranties, Guarantees, Commitments and Contingencies,
WABCO has suspended payment of further dividends.

The Company s Board of Directors had approved $500 million of expenditures under a program to purchase shares of the Company s common
stock in the open market. During the first nine months of 2009, the Company has not repurchased any shares. At September 30, 2009, the
Company has no further authorization by the Board of Directors to repurchase shares as the previous approval of $500 million expired on
September 1, 2009. Prior to expiration of the authorization, the Company had purchased $276.3 million of shares in past periods. Timing of
future purchases will vary depending on financial conditions and other factors. The Company received $0.1 million of option proceeds during
the first nine months of 2009.

We employ several means to manage our liquidity and we are not dependent upon any one source of funding. Our sources of financing include
cash flows from operations, bank credit agreements and the use of operating leases.

Business Combinations

WABCO and its Indian joint venture partners, members of the TVS group ( TVS ), separated the WABCO related business from the
non-WABCO related business of their Indian joint venture SCL. This was done through a plan of demerger, which was approved by the Madras
High Court and became effective on March 28, 2008 under Indian law. As a result, the WABCO-related business of SCL was transferred to a
new company, WABCO-TVS
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(INDIA) Ltd. ( WABCO-TVS ), the shares of which were allocated proportionately in May 2008 to existing SCL shareholders and were listed in
India as of October 1, 2008. The Company believes that the demerger should be tax-free in both India and the United States and has received a
positive private letter ruling from the U.S. Internal Revenue Service.

On June 3, 2009, WABCO sold 39.2% of its interest in SCL. WABCO s percentage ownership in SCL to zero. Based upon the trading share
price of SCL at the time of the transaction, the consideration received by the Company to divest itself of its ownership in SCL was $24.0 million.
The sale of these shares resulted in a pre-tax gain of $0.7 million that has been recognized in the quarter ended June 30, 2009. The Company has
established a provision for the U.S. tax at 35% for the transfer of its entire shares in SCL.

Concurrent with the sale of the shares in SCL, on June 3, 2009 WABCO purchased additional shares of WABCO-TVS increasing its ownership
in WABCO-TVS from 39.2% to 75%. Based upon the trading share price of WABCO-TVS at the time of the transaction, the consideration paid
by the Company to acquire the additional 35.8% of WABCO-TVS was $31.6 million. With its outstanding engineering and manufacturing
capabilities and local sourcing network, WABCO-TVS designs, manufactures and markets conventional braking products and other related air
compression products and systems, directly serving customers locally and internationally through WABCO. Upon WABCO obtaining majority
control of WABCO-TVS, 100% of WABCO-TVS results of operations, beginning June 2009, are included in the condensed consolidated
financial statements of the Company. In addition, 25% of the results of operations for the same period are accounted for as non-controlling
interest in the consolidating statement of income statement and shareholders equity section of the condensed consolidated balance sheet
accordingly.

Prior to accounting for the step acquisition, the Company remeasured its non-controlling equity interest in WABCO-TVS to fair value, which
resulted in a pre-tax loss of $11.5 million.

Liquidity with Regard to European Commission Fine

In addition to cash on hand, we have a credit agreement in place designed, in part, to assist us in covering a fine expected to be imposed by the

European Commission. Due to the uncertainties surrounding the timing and potential amount of the fine, and the limitations of the amounts we
can draw under such credit agreements based on our covenants, as further described below, we cannot make any prediction as to whether or not
the funds available under the credit agreements will be sufficient to finance the fine at such time as it becomes due.

The borrowings under our existing credit agreements are limited by covenants (See Credit Agreements below for an overview of the
covenants). The covenant which is expected to be the most restrictive, based on the current economic downturn, requires that our total net
indebtedness not exceed three times a trailing four quarters adjusted EBITDA ( EBITDA covenant ), as defined in the agreement to the five year
$800 million credit facility. As of September 30, 2009 our trailing four quarters adjusted EBITDA is $118.2 million, which consists of $30.4
million for the third quarter of 2009, $9.1 million for the second quarter of 2009, $18.9 million for the first quarter of 2009 and $59.8 million for
the fourth quarter of 2008. Given a net indebtedness of $92.0 million at September 30, 2009, this resulted in an EBITDA covenant ratio of 0.8 to
1. Prior quarter amounts were adjusted on a pro-forma basis to retroactively reflect the sale of Sundaram Clayton Ltd. and the additional
investment in WABCO-TVS Ltd. We expect that this covenant will limit our ability to borrow under our existing credit agreements in
2009. Thus, we chose not to renew both the one-year facility with ABN AMRO that expired in March 2009 and the one-year facility with
Rabobank that expired in July 2009 but rather, we will focus our efforts on obtaining additional sources of liquidity which would not be subject
to this EBITDA covenant and complement our $800 million five-year facility. The Company is proactively addressing this matter by pursuing
alternative financing arrangements that would not be subject to the EBITDA covenant. As described in more detail in Note 4, Accounts
Receivable Financing Facility, the Company s accounts receivable financing facility was terminated on January 12, 2009 as a result of an event
outside of the Company s control. With regard to replacing this facility, on September 23, 2009, the Company established an accounts receivable
financing facility with Société Générale Bank Nederland N.V. The maximum funding from receivables that may be sold into the Facility will be
100 million ($146 million at September 30, 2009 exchange rates); however, there can be no assurance that the participating sellers will generate
sufficient receivables to access the maximum availability under the Facility. The term of the Facility is for one year, with the possibility of four
additional annual extensions, assuming the Company and the participating sellers are in compliance with the specified Facility covenants. As of
September 30, 2009, the funding that would have been available under this program, if utilized, was approximately 44 million. On April 15,
2009, the
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Company entered into a 35 million factoring program in respect to accounts receivable from one of our customers. As of September 30, 2009,
the funding that would have been available under this program, if utilized, was approximately 15.7 million. Additionally, other potential sources
of financing that the Company is considering include but are not limited to the following: (i) factoring of additional accounts receivable
balances, (ii) sale-leaseback of certain property, plant and equipment , (iii) supply chain financing, and (iv) obtain a waiver or renegotiate the
debt covenants on our existing $800 million five-year credit facility. While there can be no assurance that we will be able to obtain these
alternative sources of liquidity, based on our current discussions with other parties we believe that some of these opportunities will contribute, if
needed, to our future funding requirements. If a fine in excess of our funding capability were issued, the Company would seek approval from the
Commission for alternative payment measures, such as payment in installments, which is available in certain circumstances. We are advised this
possibility exists in cases of extreme hardship and substantiated financial difficulties. It is our understanding that it is not in the Commission s
interest, nor is it their intention, to force companies out of business due to fine payments, and we believe that the Commission will be sensitive
to the current economic environment. However this outcome cannot be assured due to the degree of discretion inherent in the Commission s
fining and enforcement powers. As a further option, the Company may be able to apply for a court-ordered suspension of its payment obligation
to the Court of First Instance, a statutory available remedy in cases of hardship. The uncertainty of the extent and duration of the current global
industry downturn requires us to observe that if the fine were to be issued in an amount in excess of our funding capability at that time, and
various mitigating actions which the Company has implemented and is planning were to fail, the fine could have a material adverse effect on the
financial condition and liquidity of WABCO.

Although our available liquidity is currently adequate for our potential funding needs, future developments and no improvement in the
commercial vehicle industry could negatively impact our liquidity, so we are continuing to proactively address potential constraints that may
occur in the future.

Credit Agreements

On May 31, 2007, WABCO entered into an unsecured, five-year $800 million, multi-currency revolving credit facility that will expire on

July 31, 2012. This is our primary bank credit agreement and it became available to us on August 1, 2007. The proceeds of the borrowings under
the credit facility have been used to fund repurchases of our shares, pay quarterly dividends to our shareholders and to meet short-term cash
requirements. Additionally, the facility may be used to pay a fine or provide a bank guarantee that may be required pursuant to a decision
relating to the European Commission investigation matter as further described in Note 9 Warranties, Guarantees, Commitments and
Contingencies. Up to $100 million under this facility may be used for issuing letters of credit of which $97.2 million was unused as of
September 30, 2009, and up to $75 million for same-day borrowings. The balance outstanding on this facility as of September 30, 2009 was
$162.0 million. The Company has the possibility to borrow (considering the covenant restrictions discussed below) an additional $635.2 million
under this facility. The Company intends to replace all or some portion of the existing five-year $800 million credit facility at the time of its
expiration.

On March 7, 2008, we entered into unsecured, 364 day credit agreements with two banks, Rabobank and ABN AMRO, totaling 200.0 million
($291.7 million at September 30, 2009 exchange rates). As a result of the draw down on July 31, 2008, the 364 day 100.0 million credit facility
with Rabobank had an expiration date and was repaid on July 30, 2009 by a drawdown of the five year revolving credit facility. The facility with
ABN AMRO was not renewed upon expiration during the first quarter of 2009.

Our credit facility contains various covenants that limit, among other things, liens, transactions, subsidiary indebtedness, and certain mergers and
sales of assets. The covenants also require the Company to meet certain financial tests: a rolling four quarters 3 to 1 ratio of consolidated net
debt to consolidated trailing four quarters adjusted EBITDA (earnings before interest, taxes, depreciation and amortization adjusted for certain
items), a 3 to 1 ratio of consolidated trailing four quarters adjusted EBITDA to consolidated net interest expense, and a liquidity test. These
terms are all defined within the agreement to the five-year $800 million credit facility. The liquidity covenant for the $800 million credit facility
requires us to have at least $100 million of liquidity (which includes unused commitments under the agreement and certain other committed
facilities that may be entered into, as well as unrestricted cash and cash equivalents) after giving effect to any payment of a fine or any provision
of a bank guarantee that may be required pursuant to a decision relating to the European Commission investigation matter. As of September 30,
2009, our trailing four quarters adjusted EBITDA is $118.2 million, which consists of $30.4 million for the third quarter of 2009, $9.1 million
for the second quarter of 2009, $18.9 million for the first quarter of
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2009 and $59.8 million for the fourth quarter of 2008. Given a net indebtedness of $92.0 million at September 30, 2009, this resulted in an
EBITDA covenant ratio of 0.8 to 1. Prior quarter amounts were adjusted on a pro-forma basis to retroactively reflect the sale of Sundaram
Clayton Ltd. and the additional investment in WABCO-TVS Ltd. For additional information relating to the terms of the credit agreement we
refer to the Form 8-K filed by Trane on June 5, 2007. As of September 30, 2009, the Company was in compliance with all the covenants
contained in these credit agreements.

On January 12, 2009, our accounts receivable financing facility, which was entered into in the second quarter of 2008, was terminated by
ABN/Royal Bank of Scotland (RBS) due to the downgrade of RBS by S&P. That agreement had provided for the financing of up to 150 million
of receivables, which qualified for off balance sheet accounting treatment, and was not subject to the trailing four quarters adjusted EBITDA
covenant described above.

With regard to replacing this facility, on September 23, 2009, the Company established an accounts receivable financing facility (the Facility )
with Société Générale Bank Nederland N.V. The maximum funding from receivables that may be sold into the Facility will be 100 million ($146
million at September 30, 2009 exchange rates); however, there can be no assurance that the participating sellers will generate sufficient
receivables to access the maximum availability under the Facility. The term of the Facility is for one year, with the possibility of four additional
annual extensions, assuming the Company and the participating sellers are in compliance with the specified Facility covenant. As of

September 30, 2009, the funding that would have been available under this program, if utilized, was approximately 44 million. On April 15,
2009, the Company entered into a 35 million factoring program in respect to accounts receivable from one of our customers. As of

September 30, 2009, the funding that would have been available under this program, if utilized, was approximately 15.7 million.

Cross Currency Swap

The unsecured 364 day 100.0 million credit facility entered into in March 2008 with Rabobank (discussed above under credit agreements),
included a requirement to draw down on the facility within a certain time period to avoid termination of the facility. Therefore, the full

100.0 million, or $156.5 million U.S. dollars, was drawn down on July 31, 2008 and used to pay down the five-year $800 million,
multi-currency revolving credit facility expiring on July 2012. As a result of the draw down on July 31, 2008, the 364 day 100.0 million credit
facility with Rabobank had an expiration date and was repaid on July 30, 2009. In order to avoid foreign currency risk associated with the euro
denominated borrowing, the Company entered into a cross currency swap with Rabobank on July 29, 2008, and designated the swap as a fair
value hedge of the changes in the fair value of the underlying debt resulting from exchange rate movements between the euro and U.S. dollar.
The fair value hedge was highly effective and therefore any volatility resulting from translating the hedged debt into U.S. dollars and the
remeasurement of the swap did not have a material impact to our consolidated financial statements. The Company did not renew this cross
currency swap, given its decision not to renew the 364 day 100 million credit facility previously entered into with Rabobank.

Streamlining Program Initiated

On October 28, 2008, the Company commenced a consultative process with works councils and employee representatives regarding intended
reductions in the Company s global workforce by approximately 1,000 positions. Based on the continued deterioration in the industry, the
Company planned further reductions bringing the estimated total to 1,800 employees. As of September 30, 2009, approximately 1,600 of the
1,800 positions were terminated. In many cases, reductions in workforce can only be effected subject to completion of a formal consultation
process with works councils in accordance with applicable local laws. The Company estimates that the streamlining charges and related cash
payments associated with this activity will range from $80 million to $85 million. The Company recorded $26 million in the fourth quarter of
2008, of which approximately $21 million related to this program. Additionally $31 million was recorded in the first quarter of 2009, $6 million
in the second quarter of 2009 and $19 million in the third quarter of 2009. The Company anticipates annualized savings of approximately $80
million to $90 million. It is anticipated that the principal categories of associated costs would consist of termination and severance costs, costs
associated with the provision of job outplacement services, and other employee benefit related costs. In specific countries the streamlining
program includes early retirement programs; therefore a large portion of payments will be made after December 31, 2009.
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Off-Balance Sheet Arrangements

On April 15, 2009, the Company entered into a 35 million receivable purchasing program in respect to accounts receivable from one of our
customers which has not been utilized as of September 30, 2009. Based on the outstanding receivables with this customer as of September 30,
2009, approximately 15.7 million of receivables could have been sold under this program. On September 23, 2009, the Company established an
accounts receivable financing facility with Société Générale Bank Nederland N.V (the Facility ). The maximum funding from receivables that
may be sold into the Facility will be 100 million ($146 million at September 30, 2009 exchange rates); however, there can be no assurance that
the participating sellers will generate sufficient receivables to access the maximum availability under the Facility. The term of the Facility is
initially for one year, with the possibility of annual extensions of up to four additional years, assuming the Company and the participating sellers
are in compliance with the specified Facility covenant

Aggregate Contractual Obligations

The Company has contractual obligations for debt, operating leases, tax indemnifications, purchase obligations, unfunded pension and
post-retirement benefit plans and tax liabilities that were summarized in a table of aggregate contractual obligations for the year ended
December 31, 2008 disclosed in the Annual Report on Form 10-K. There have been no material changes to those obligations since December 31,
2008.

Information Concerning Forward Looking Statements

Certain of the statements contained in this report (other than the historical financial data and other statements of historical fact), including,

without limitation, statements as to management s expectations and beliefs, are forward-looking statements. These forward-looking statements

were based on various facts and were derived utilizing numerous important assumptions and other important factors, and changes in such facts,

assumptions or factors could cause actual results to differ materially from those in the forward-looking statements. Forward-looking statements

include the information concerning our future financial performance, financial condition, liquidity, business strategy, projected plans and

objectives. Statements preceded by, followed by or that otherwise include the words believes, expects, anticipates, strategies, prospects, int
projects,  estimates, plans, may increase, may fluctuate, and similar expression or future or conditional verbs such as will, should, wo

and could are generally forward looking in nature and not historical facts. This report includes important information as to risk factors in Item 1.

Business , Item 1A. Risk Factors , and Item 7. Management s Discussion and Analysis of Financial Condition and Results of Operations. Many

important factors could cause actual results to differ materially from management s expectations, including:

adverse developments in general business, economic and political conditions or any outbreak or escalation of hostilities on a
national, regional or international basis;

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

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

pricing changes to our supplies or products or those of our competitors, and other competitive pressures on pricing and sales;

adverse developments in the business of our key customers;

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

competition in our existing and future lines of business and the financial resources of competitors;
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our failure to comply with regulations and any changes in regulations;

our failure to complete potential future acquisitions or to realize benefits from completed acquisitions;

our ability to access credit markets or capital markets on a favorable basis or at all;
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continued turmoil and instability in the credit markets;

our inability to implement our growth plan;

the loss of any of our senior management;

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

labor relations;

risks inherent in operating in foreign countries, including exposure to local economic conditions, government regulation, currency
restrictions and other restraints, changes in tax laws, expropriation, political instability and diminished ability to legally enforce our
contractual rights;

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

periodic changes to contingent liabilities, including those associated with litigation matters and government investigations; and

a fine assessed by the European Commission in excess of our funding capability at that time.
Except for our ongoing obligations to disclose material information under the federal securities laws, we undertake no obligation to release
publicly any revisions to any forward-looking statements, to report events or to report the occurrence of unanticipated events unless we are
required to do so by law.

Critical Accounting Policies and Estimates

Preparation of the financial statements requires management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and the disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues and
expenses during the period. Management believes the most complex and sensitive judgments, because of their significance to the consolidated
financial statements, result primarily from the need to make estimates about the effects of matters that are inherently uncertain. Management s
Discussion and Analysis and Notes 2 and 13 to the Consolidated Financial Statements for the year ended December 31, 2008 in the Company s
Annual Report on Form 10-K, describe the most significant accounting estimates and policies used in preparation of the Consolidated Financial
Statements. Actual results in these areas could differ materially from management s estimates. There have been no significant changes in the
Company s assumptions regarding critical accounting estimates during the first nine months of 2009, although the following item has been added
to the list of critical accounting policies and estimates:

Goodwill The Company has a significant amount of goodwill on its balance sheet that is not amortized, but subject to impairment tests each
fiscal year or more often when events or circumstances indicate that the carrying amount of goodwill may not be recoverable. The Company s
impairment tests utilize the two-step approach. The first step of the goodwill impairment test compares fair value of a reporting unit with its
carrying amount, including goodwill. If the fair value of a reporting unit exceeds its carrying amount, goodwill of the reporting unit is
considered not impaired, thus the second step of the impairment test is unnecessary. If the carrying amount of a reporting unit exceeds its fair
value, the second step of the goodwill impairment test shall be performed to measure the amount of impairment loss, if any. The second step of
the goodwill impairment test compares the implied fair value of reporting unit goodwill with the carrying amount of that goodwill. If the
carrying amount of reporting unit goodwill exceeds the implied fair value of that goodwill, an impairment loss shall be recognize in an amount
equal to that excess.

The recoverability of goodwill is measured based on one reporting unit for the total Company. In order to approximate the fair value of the
reporting unit for purposes of testing recoverability, we use the total market capitalization of the Company, a market approach, which is then
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compared to the total book value of the Company. In the event the Company s fair value has fallen below book value, the Company will compare
the estimated fair value of goodwill to its book value. If the book value of goodwill exceeds the estimated fair value of goodwill, the Company
will recognize the difference as an impairment loss in operating income. There has been no impairment of goodwill for the nine months ended
September 30, 2009.

28

38



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

Item 3. Quantitative and Qualitative Disclosures About Market Risk
There were no material changes to the disclosure on this matter for the year ended December 31, 2008 made in the Company s Annual Report on
Form 10-K.

Item 4. Controls and Procedures

The Company has established a Disclosure Controls Committee that assists the Chief Executive Officer and Chief Financial Officer in their
evaluation of the Company s disclosure controls and procedures. Our Chief Executive Officer and Chief Financial Officer have concluded, based
on their evaluation as of the end of the period covered by this report, that our disclosure controls and procedures, as defined in the Securities
Exchange Act of 1934, as amended (the Exchange Act ), Rule 13a-15(e), are effective to ensure that the information required to be disclosed in
the reports that the Company files or submits under the Exchange Act (i) is recorded, processed, summarized and reported within the time

periods specified in the Securities and Exchange Commission s rules and forms, and (ii) is accumulated and communicated to the Company s
management, including our Chief Executive Officer and Chief Financial Officer, as appropriate to allow timely decisions regarding required
disclosure.

There have been no changes in the Company s internal control over financial reporting during the fiscal quarter to which this report relates that
have materially affected, or are reasonably likely to materially affect, the Company s internal control over financial reporting.
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PART II. OTHER INFORMATION

Item 1. Legal Proceedings
These are further described in Note 9 Warranties, Guarantees, Commitments and Contingencies. There have been no significant changes since
December 31, 2008.

Item 1A.  Risk Factors
There have been no significant changes to the risk factors disclosed in the Company s Annual Report on Form 10-K.

Item 2. Changes in Securities, and Use of Proceeds and Issuer Purchases of Equity Securities

The Company s Board of Directors has approved expenditures under a program to purchase shares of the Company s common stock in the open
market. There has been no repurchase activity for the first nine months of 2009. The authorization by the Board of Directors on July 27, 2007
approved the purchase of shares in an amount not to exceed $500,000,000 which expired on September 1, 2009.

Item 6. Exhibits
The exhibits listed on the accompanying Index to Exhibits are filed as part of this quarterly report on Form 10-Q.
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SIGNATURE

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the

undersigned thereunto duly authorized.

November 4, 2009
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WABCO HOLDINGS INC.

/s/ Todd Weinblatt

Todd Weinblatt

Vice President and Controller
(Principal Accounting Officer)
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Exhibit No.
10.1

10.2

10.3

10.4

10.5

31.1
31.2
32.1
322

WABCO HOLDINGS INC.

INDEX TO EXHIBITS

(The File Number of the Registrant, WABCO Holdings Inc. is 1-33332)

Description

German Receivables Purchase and Servicing Agreement dated September 23, 2009, among WABCO Fahrzeugsysteme
GmbH, as German Seller and German Servicer, WABCO Financial Services SPRL, as Seller s Agent, and Société Générale
Bank Nederland N.V., as Purchaser (previously filed as Exhibit 10.1 to the Company s Form 8-K (File No. 001-33332), filed
on September 28, 2009 and herein incorporated by reference)

Italian Receivables Purchase and Servicing Agreement dated September 23, 2009, among WABCO Automotive Italia SRL,
as Italian Seller and Italian Servicer, WABCO Financial Services SPRL, as Seller s Agent, and Société Générale Bank
Nederland N.V., as Purchaser (previously filed as Exhibit 10.2 to the Company s Form 8-K (File No. 001-33332), filed on
September 28, 2009 and herein incorporated by reference)

French Receivables Purchase and Servicing Agreement dated September 23, 2009, among WABCO Financial Services
SPRL, as Seller s Agent, WABCO France S.A.S., as French Seller, Paris Titrisation, as Management Company, and Société
Générale, as Custodian (previously filed as Exhibit 10.3 to the Company s Form 8-K (File No. 001-33332), filed on
September 28, 2009 and herein incorporated by reference)

Master Definitions Agreement dated September 23, 2009, among Société Générale Bank Nederland N.V., as Senior Units
Subscriber, the Bank or the Purchaser, as applicable, Paris Titrisation, as Management Company acting for the account of
FCT Val Duchesse Titrisation, Société Générale, as the Administrative Agent or Custodian, as applicable, Antalis S.A.,
WABCO France S.A.S., as French Seller, WABCO Fahrzeugsysteme GmbH, as German Seller, WABCO Automotive
Italia SRL, as Italian Seller, WABCO Financial Services SPRL, as Depositor and the Seller s Agent, and WABCO Europe
SPRL, as Insurance Servicer (previously filed as Exhibit 10.4 to the Company s Form 8-K (File No. 001-33332), filed on
September 28, 2009 and herein incorporated by reference)

Guarantee and Subordination Agreement dated September 23, 2009, among WABCO Holdings Inc., as Guarantor, Paris
Titrisation, as Management Company, Société Générale, as Custodian and Société Générale Bank Nederland N.V., as
Purchaser (previously filed as Exhibit 10.5 to the Company s Form 8-K (File No. 001-33332), filed on September 28, 2009
and herein incorporated by reference)

Certification of the Chief Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.
Certification of the Chief Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.
Certification of the Chief Executive Officer pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.

Certification of the Chief Financial Officer pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.
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