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Forward-Looking Statements
This presentation contains statements relating to future results of the company (including certain projections and business trends) that are "forward-looking statements" as defined in
the Private Securities Litigation Reform Act of 1995. Forward-looking statements are typically identified by words or phrases such as "believe," "expect," "anticipate," "estimate,"
"should," "are likely to be," "will" and similar expressions. Actual results may differ materially from those projected as a result of certain risks and uncertainties, including but not limited
to reliance on major OEM customers and possible negative outcomes from contract negotiations with our major customers, including failure to negotiate acceptable terms in contract
renewal negotiations and our ability to obtain new customers; the outcome of actual and potential product liability, warranty and recall claims; our ability to successfully manage rapidly
changing volumes in the commercial truck markets and work with our customers to manage demand expectations in view of rapid changes in production levels; global economic and
market cycles and conditions; availability and sharply rising costs of raw materials, including steel, and our ability to manage or recover such costs; our ability to manage possible
adverse effects on our European operations, or financing arrangements related thereto following the United Kingdom's decision to exit the European Union or, in the event one or more
other countries exit the European monetary union; risks inherent in operating abroad (including foreign currency exchange rates, restrictive government actions regarding trade,
implications of foreign regulations relating to pensions and potential disruption of production and supply due to terrorist attacks or acts of aggression); risks related to our joint ventures;
rising costs of pension benefits; the ability to achieve the expected benefits of strategic initiatives and restructuring actions; our ability to successfully integrate the products and
technologies of Fabco Holdings, Inc. and AA Gear Mfg., Inc. and future results of such acquisitions, including their generation of revenue and their being accretive; the demand for
commercial and specialty vehicles for which we supply products; whether our liquidity will be affected by declining vehicle production in the future; OEM program delays; demand for
and market acceptance of new and existing products; successful development and launch of new products; labor relations of our company, our suppliers and customers, including
potential disruptions in supply of parts to our facilities or demand for our products due to work stoppages; the financial condition of our suppliers and customers, including potential
bankruptcies; possible adverse effects of any future suspension of normal trade credit terms by our suppliers; potential impairment of long-lived assets, including goodwill; potential
adjustment of the value of deferred tax assets; competitive product and pricing pressures; the amount of our debt; our ability to continue to comply with covenants in our financing
agreements; our ability to access capital markets; credit ratings of our debt; the outcome of existing and any future legal proceedings, including any proceedings or related liabilities
with respect to environmental, asbestos-related, or other matters, including those associated with the bankruptcy proceedings of Maremont Corporation and its subsidiaries, including
the ability to obtain approval and consummation of the proposed plan of reorganization on the terms and timeline contemplated therein; possible changes in accounting rules; and
other substantial costs, risks and uncertainties, including but not limited to those detailed in our Annual Report or Form 10-K for the year ended September 30, 2018 and from time to
time in other filings of the company with the SEC. These forward-looking statements are made only as of the date hereof, and the company undertakes no obligation to update or
revise the forward-looking statements, whether as a result of new information, future events or otherwise, except as otherwise required by law.
All earnings per share amounts are on a diluted basis. The company's fiscal year ends on the Sunday nearest Sept. 30, and its fiscal quarters end on the Sundays nearest Dec. 31,
March 31 and June 30. All year and quarter references relate to the company's fiscal year and fiscal quarters, unless otherwise stated.
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First Quarter Fiscal Year 2019 Highlights
Sales

Adjusted EBITDA margin

(1)(2)

(1)(2)

Adj. Diluted EPS from Con. Ops.

($M)

15%
$1,038

$0.79

11.5%
11.0%

$903

Q1FY18

27%

50 bps

$0.62

Q1FY19

Q1FY18

Q1FY19

Q1FY18

Q1FY19

1. GAAP net income (loss) attributable to Meritor, Inc. was $90M for Q1 FY19 and ($36M) for Q1 FY18. GAAP income (loss) from continuing operations attributable to Meritor, Inc. was $90M for Q1 FY19 and ($35M) for Q1 FY18. GAAP diluted earnings (loss) per share from
continuing operations attributable to Meritor, Inc. was $1.03 for Q1 FY19 and ($0.40) for Q1 FY18.
2. See Appendix – “Non-GAAP Financial Information.”
.
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Equity Repurchases
First Quarter 2019 Highlights

Equity Repurchase Program ($M)

 Repurchased 3M common shares
 Completed 25% of $200M
repurchase program
 Returning value to shareholders
through accelerated capital
deployment

$200

$50
Q1FY19
Repurchases

Board
Authorization

Executing on M2022 Capital Allocation Strategy
4
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Trailer Business Update
 Three major customer agreements
executed since beginning of FY19
(conquest and renewal business)
 New contracts solidify position with
three of the top six trailer manufacturers
• Includes standard positions on loose
axles and automatic slack adjustors
• Preferred positions on MTIS
(Meritor Tire Inflation System)
• Optional positions on air disc brakes,
suspensions and new, lightweight MTec6 axle

 Opportunity for additional business
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Off-Highway and Specialty Businesses
Off-Highway
 Strategic supply agreement with Manitowoc
• Multiple drivetrain solutions on several crane types

 Meritor’s P600 tridem axles in demand for
heavy haul, oil and gas, logging and mining
applications
• Ry-Ty Developments first heavy haul fleet to spec
P600 in Alberta, Canada’s oil field industry

Specialty
 Launch of International®CV Series
Class 4-5 truck
• Meritor supplying first-ever gear-driven transfer
case for this market
• Launched November 2018
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Peterbilt 220EV Launched with Meritor’s eSolution
 220EV unveiled by Peterbilt at CES 2019
 Designed to perform as well or better than diesel
powertrain for medium-duty pickup & delivery market
 Features Meritor Blue Horizon
zero-emission, battery-electric drivetrain

Scott Newhouse, Chief Engineer, Peterbilt
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First Quarter Fiscal Year 2019 Financial Results
(in millions, except per share amounts)

GAAP Measures
Sales

Three Months Ended
December 31,
2018

2017(4)

$1,038

$903

Gross Margin

$141

$132

Gross Margin %

13.6%

14.6%

Net Income (Loss) from
Continuing Operations(1)

$90

($35)

Cash Provided by
Operating Activities

$11

$33

Non-GAAP Measures(2)
Adjusted EBITDA

$119

$99

Adjusted EBITDA Margin %

11.5%

11.0%

$69

$55

$0.79

$0.62

87.5

88.6

($12)

$15

Adjusted Income from
Continuing Operations(1)
Adjusted Diluted EPS from
Continuing Operations(3)
Diluted Shares Outstanding

Free Cash Flow
1.
2.
3.
4.
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Amounts represent Continuing Operations Attributable to Meritor, Inc.
See Appendix – “Non-GAAP Financial Information”.
GAAP diluted earnings per share from continuing operations attributable to Meritor, Inc. was $1.03 for Q1 FY19 and ($0.40) for Q1 FY18.
Amounts for the three months ended December 31, 2017 have been recast for ASU 2017-07, Compensation Retirement Benefits (Topic 715).
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FY19 Q1 vs. FY18 Q1
Adjusted EBITDA(2)

FY18 Q1

Volume, mix,
performance & other

$903

$99

$26

($6)

FX

FY19 Q1

Revenue

$119

$161

($26)

$1,038

First Quarter Fiscal Year 2019 Segment Results
(in millions)

Commercial Truck & Trailer

Aftermarket & Industrial

Three Months Ended
December 31,
2018

|

2017

Better/(Worse)
$

%

2018

(4)

2017

Better/(Worse)
$

%

Sales

$824

$713

$111

16%

Sales

$257

$229

$28

12%

Segment Adjusted
EBITDA(1)(2)

$79

$69

$10

14%

Segment Adjusted
EBITDA(1)(2)

$38

$32

$6

19%

9.6%

9.7%

14.8%

14.0%

% of Sales(3)

9

(4)

Three Months Ended
December 31,

(0.1) pts

% of Sales(3)

0.8 pts

Performance Drivers

Performance Drivers

Sales Increase:

Sales Increase:

 Primarily driven by higher truck production in North America and
increased market share, partially offset by FX headwinds

 Primarily driven by increased North America Aftermarket volumes and
higher Industrial business revenue

Segment Adjusted EBITDA Increase:

Segment Adjusted EBITDA Increase:

 Primarily driven by higher revenue, partially offset by higher material
and freight costs, SG&A and FX

 Primarily driven by conversion on higher revenue

1.
2.
3.
Proprietary © Meritor, Inc. 2019 4.

Meritor uses segment adjusted EBITDA to evaluate the performance of each of the company’s reportable segments.
See Appendix – “Non-GAAP Financial Information”.
Segment adjusted EBITDA margin equals segment adjusted EBITDA divided by consolidated sales from continuing operations, either in the aggregate or by segment, as applicable.
Amounts for the three months ended December 30. 2017 have been recast to reflect reportable segment changes.

Asbestos Legacy Liability
 In December, Maremont, a non-operating subsidiary of
Meritor, initiated process to equitably and permanently
resolve all current and future asbestos claims through
creation of a trust under Section 524(g) of the U.S.
bankruptcy code

Financial Statement Impacts

(1)

 Q1 asbestos liability remeasurement
(2)(3)
resulted in gain of $31M

 Voting holders of asbestos claims unanimously
accepted reorganization plan and Maremont and its
subsidiaries voluntarily filed cases under Chapter 11 of
the bankruptcy code

 Funding for the trust will consist of:
• $28M contribution by Meritor
• Intercompany loan repayment by
Meritor (~$21M)
• Contribution of remaining Maremont
assets (including insurance)

 Key remaining actions include confirmation of the plan
by the courts and funding of the trust

 Once complete, would eliminate ~70%
of Meritor’s net asbestos liabilities(4)

Expected to permanently de-risk balance sheet for liabilities related to Maremont
1. Based on management’s current planning assumptions and other factors. Actual results may differ materially from projections as a result of risks and uncertainties. See slide “Forward Looking Statements.”
2. Resulting from the recovery of a previously recorded loss contingency.
3. Amounts include all asbestos-related costs net of insurance recoveries. Net gain adjusted out of adjusted EBITDA, adjusted income from continuing operations attributable to the company and adjusted diluted EPS.
4. As of 09/30/2018.
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Fiscal Year 2019 Global Market Outlook

(1)

(units in 000s)

Western Europe
Production

FY19
Outlook

Prior
Outlook

Medium and
Heavy Duty

~485

~485

Solid market

India
Production

North America
Production

FY19
Outlook

Medium and
Heavy Duty
South America

Prior
Outlook

FY19
Outlook

Prior
Outlook

~450

~450

Strong market

China
China
Revenue
(Including

Heavy Duty
(Class 8)
Medium Duty
(Class 5-7)
U.S. Trailers

~330
Increased

~320

South America

Solid market

~265

~265

Production

~300

~300

Medium and
Heavy Duty

~110

Prior
Outlook
~110

Growing market

1. FY19 Outlook based on Meritor estimates. Actual results may differ materially from projections as a result of risk and uncertainties. Please see “Forward Looking Statements.“
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Prior
Outlook

$200–220M $200-$220M

Exports)

FY19
Outlook

Strong markets

FY19
Outlook

Fiscal Year 2019 Financial Outlook

Sales (in millions)
Adjusted EBITDA Margin

(2)

(2)

Adjusted Diluted EPS from Continuing Operations
Free Cash Flow
1.
2.
3.
4.

(2)(3)(4)

(in millions)

FY19 Revised
Outlook(1)

FY19 Prior
Outlook(1)

~$4,300

~$4,250

~11.5%

~11.5%

~$3.30

~$3.10

$175 - $185

$175 - $185

Based on management’s planning assumptions and other factors. Actual results may differ materially from projections as a result of risks and uncertainties. Please see “Forward Looking Statements.”
See Appendix – “Non-GAAP Financial Information."
Free cash flow includes operating cash flows provided by (used for) discontinued operations.
Excludes anticipated cash flow impacts related to the Maremont plan of reorganization.

Note: Guidance for fiscal year 2019 on a GAAP basis as follows: Net income attributable to Meritor and net income from continuing operations attributable to Meritor to be approximately $265M.
Diluted earnings per share and adjusted diluted earnings per share from continuing operations to be approximately $3.10 and $3.30, respectively. Operating cash flow to be approximately $290M to $300M.
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Proprietary © Meritor, Inc. 2018

Fiscal Year 2019 Planning Assumptions

Continuing Operations
(in millions)

FY19
Estimate(1)

Capital Expenditures

~$115

Interest Expense

~$60

Cash Interest

~$50

Cash Taxes

$55 - $65

1. Based on management’s planning assumptions and other factors. Actual results may differ materially from projections as a result of risks and uncertainties. Please see slide “Forward Looking Statements.”
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Non-GAAP Financial Information
In addition to the results reported in accordance with accounting principles generally accepted in the United States (“GAAP”), we have provided information regarding non-GAAP financial measures. These nonGAAP financial measures include adjusted income (loss) from continuing operations attributable to the company, adjusted diluted earnings (loss) per share from continuing operations, adjusted EBITDA, adjusted
EBITDA margin, segment adjusted EBITDA, segment adjusted EBITDA margin, free cash flow and net debt.
Adjusted income (loss) from continuing operations attributable to the company and adjusted diluted earnings (loss) per share from continuing operations are defined as reported income (loss) from continuing
operations and reported diluted earnings (loss) per share from continuing operations before restructuring expenses, asset impairment charges, non-cash tax expense related to the use of deferred tax assets in
jurisdictions with net operating loss carry forwards, or tax credits and other special items as determined by management. Adjusted EBITDA is defined as income (loss) from continuing operations before interest,
income taxes, depreciation and amortization, non-controlling interests in consolidated joint ventures, loss on sale of receivables, restructuring expenses, asset impairment charges and other special items as
determined by management. Adjusted EBITDA margin is defined as adjusted EBITDA divided by consolidated sales from continuing operations. Segment adjusted EBITDA is defined as income (loss) from continuing
operations before interest expense, income taxes, depreciation and amortization, noncontrolling interests in consolidated joint ventures, loss on sale of receivables, restructuring expense, asset impairment charges
and other special items as determined by management. Segment adjusted EBITDA excludes unallocated legacy and corporate expense (income), net. Segment adjusted EBITDA margin is defined as segment
adjusted EBITDA divided by consolidated sales from continuing operations, either in the aggregate or by segment as applicable. Free cash flow is defined as cash flows provided by (used for) operating activities less
capital expenditures. Net debt is defined as total debt less cash and cash equivalents.
Management believes these non-GAAP financial measures are useful to both management and investors in their analysis of the company's financial position and results of operations. In particular, adjusted
EBITDA, adjusted EBITDA margin, segment adjusted EBITDA, segment adjusted EBITDA margin, adjusted income (loss) from continuing operations attributable to the company and adjusted diluted earnings (loss)
per share from continuing operations are meaningful measures of performance to investors as they are commonly utilized to analyze financial performance in our industry, perform analytical comparisons, benchmark
performance between periods and measure our performance against externally communicated targets.
Free cash flow is used by investors and management to analyze our ability to service and repay debt and return value directly to shareholders. Net debt over adjusted EBITDA is a specific financial measure in our
current M2019 plan used to measure the company’s leverage in order to assist management in its assessment of appropriate allocation of capital.
Management uses the aforementioned non-GAAP financial measures for planning and forecasting purposes, and segment adjusted EBITDA is also used as the primary basis for the chief operating decision maker
to evaluate the performance of each of our reportable segments.
Our Board of Directors uses adjusted EBITDA margin, free cash flow, adjusted diluted earnings (loss) per share from continuing operations and net debt over adjusted EBITDA as key metrics to determine
management’s performance under our performance-based compensation plans.
Adjusted income (loss) from continuing operations attributable to the company, adjusted diluted earnings (loss) per share from continuing operations, adjusted EBITDA, adjusted EBITDA margin, segment adjusted
EBITDA and segment adjusted EBITDA margin should not be considered a substitute for the reported results prepared in accordance with GAAP and should not be considered as an alternative to net income as an
indicator of our financial performance. Free cash flow should not be considered a substitute for cash provided by (used for) operating activities, or other cash flow statement data prepared in accordance with GAAP,
or as a measure of financial position or liquidity. In addition, this non-GAAP cash flow measure does not reflect cash used to repay debt or cash received from the divestitures of businesses or sales of other assets
and thus does not reflect funds available for investment or other discretionary uses. Net debt should not be considered a substitute for total debt as reported on the balance sheet. These non-GAAP financial
measures, as determined and presented by the company, may not be comparable to related or similarly titled measures reported by other companies. Set forth below are reconciliations of these non-GAAP financial
measures to the most directly comparable financial measures calculated in accordance with GAAP.
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Non-GAAP Financial Information
Adjusted Income from Continuing Operations Reconciliation
(in millions, except per share amounts)

Three Months
Ended
December 31,
2018

1.
2.

3.
4.
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Income(loss) from Continuing Operations Attributable to the Company
Adjustments:
Restructuring costs
Non-cash tax expense(1)
U.S. tax reform impacts(2)
Loss on debt extinguishment
Asbestos related liability remeasurement(3)
Income tax expense (benefits)(4)
Adjusted Income From Continuing Operations Attributable to the Company

$

Diluted Earnings(loss) per Share from Continuing Operations
Impact of Adjustments on Diluted Earnings Per Share
Adjusted Diluted Earnings per Share from Continuing Operations
Diluted Shares Outstanding

$

$

$

2017
90 $
11
(7)
(31)
6
69

(35)

$

2
5
77
8
(2)
55

1.03 $
(0.24)
0.79 $
87.5

(0.40)
1.02
0.62
88.6

Represents tax expense including the use of deferred tax assets in jurisdictions with net operating loss carry forwards or tax credits.
The three months ended December 31, 2018 includes $11 million of non-cash tax benefit related to the one time deemed repatriation of accumulated foreign earnings and $4 million of non-cash tax expense related to other adjustments. The three
months ended December 31, 2017 includes $43 million of non-cash tax expense related to the revaluation of our deferred tax assets and liabilities as a result of the U.S. tax reform and $34 million of non-cash tax expense related to the one time
deemed repatriation of accumulated foreign earnings.
The three months ended December 31, 2018 includes $31 million related to the remeasurement of the Maremont asbestos liability to the Maremont prepackaged plan of reorganization.
The three months ended December 31, 2018 includes $6 million of income tax expense related to the remeasurement of the Maremont asbestos liability to the Maremont prepackaged plan of reorganization.
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Non-GAAP Financial Information
Adjusted EBITDA and Segment Adjusted EBITDA Reconciliations
(in millions)

Three Months Ended
December 31,
2018
2017
Net Income(loss) Attributable to Meritor, Inc.

$90

($36)

-

1

$90
14

($35)
24

Provision for Income Taxes

21

83

Depreciation and Amortization

22

21

Loss on Sale of Receivables

1

2

Restructuring Costs

-

2

Loss from Discontinued Operations, net of tax, attributable to Meritor, Inc.
Income(loss) From Continuing Operations Attributable to Meritor, Inc.
Interest Expense, Net

Abestos Related Liability Remeasurement
Noncontrolling Interests
Adjusted EBITDA
(1)

Adjusted EBITDA Margin

Unallocated legacy and corporate expense (income), net (2)
Segment Adjusted EBITDA
Commercial Truck & Trailer

(31)

-

2

2

$119
11.5%

$99
11.0%

(2)

2

$117

$101

$79

$69

9.6%

9.7%

$38

$32

14.8%

14.0%

(4)

Segment Adjusted EBITDA
(3)

Segment Adjusted EBITDA Margin
Aftermarket & Industrial(4)
Segment Adjusted EBITDA

(3)

Segment Adjusted EBITDA Margin

1. Adjusted EBITDA margin equals adjusted EBITDA divided by consolidated sales from continuing operations.
2. Unallocated legacy and corporate expense (income), net represents items that are not directly related to the company's business segments. These items primarily include asbestos-related charges and
settlements, pension and retiree medical costs associated with sold businesses, and other legacy costs for environmental and product liability.
3. Segment adjusted EBITDA margin equals segment adjusted EBITDA divided by consolidated sales from continuing operations, either in the aggregate or by segment, as applicable.
4. Amounts for the three months ended December 30. 2017 have been recast to reflect reportable segment changes.
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Non-GAAP Financial Information

Free Cash Flow Reconciliation
(in millions)

Cash Provided by Operating Activities
Capital Expenditures
Free Cash Flow
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$
$

Three Months Ended
December 31,
2018
2017
11
$
33
(23)
(18)
(12)
$
15

Non-GAAP Financial Information
Fiscal Year

(In millions, except per share amounts)
Net Income Attributable to Meritor, Inc.
Loss from Discontinued Operations

2019 Outlook(1)(2)
~$
265
-

Income from Continuing Operations Attributable to Meritor, Inc.

~$

Interest Expense, Net
Provision for Income Taxes
Depreciation and Amortization
Restructuring
Other (asbestos related liability remeasurement,
noncontrolling interests, loss on sale of receivables, etc.)
Adjusted EBITDA

~$

495

Sales

~$

4,300

~(15)

Adjusted EBITDA Margin(3)
Diluted Earnings Per Share from Continuing Operations
Adjustments:
Restructuring Costs
Asbestos Related Liability Remeasurement
Non-Cash Tax Expense(4)
Adjusted Diluted Earnings Per Share
from Continuing Operations
Diluted Average Common Shares Outstanding
1.
2.
3.
4.
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265
~60
~90
~90
~5

~11.5%
~$

3.10
~0.05
~(0.35)
~0.50

~$

3.30
~86

Amounts are approximate.
Based on management’s planning assumptions and other factors. Actual results may differ materially from projections as a result of risks and uncertainties. Please see “Forward Looking Statements.”
Adjusted EBITDA margin equals adjusted EBITDA divided by consolidated sales from continuing operations.
Represents tax expense related to the use of deferred tax assets in jurisdictions with net operating loss carry forwards or tax credits and the Tax Cuts and Jobs Act impact.
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Non-GAAP Financial Information

Free Cash Flow Outlook
(In millions)

Fiscal Year
2019 Outlook(1)(2)(3)

Free Cash Flow:
Cash Provided By Operating Activities
Capital Expenditures
Free Cash Flow

1.
2.
3.
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$

290-300
~(115)

$

175-185

Amounts are approximate.
Based on management’s planning assumptions and other factors. Actual results may differ materially from projections as a result of risks and uncertainties. Please see “Forward Looking Statements.”
Excludes anticipated cash flow impacts related to the Maremont plan of reorganization.
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