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BASIS OF PRESENTATION
On October 1, 2018, Garrett Motion Inc. became an independent publicly-traded company through a pro rata distribution (the “Distribution”)
by Honeywell International Inc. (“Former Parent” or “Honeywell”) of 100% of the then-outstanding shares of Garrett to Honeywell’s stockholders
(the “Spin-Off”). Each Honeywell stockholder of record received one share of Garrett common stock for every 10 shares of Honeywell common
stock held on the record date. Approximately 74 million shares of Garrett common stock were distributed on October 1, 2018 to Honeywell
stockholders. In connection with the Spin-Off, Garrett´s common stock began trading “regular-way” under the ticker symbol “GTX” on the New
York Stock Exchange on October 1, 2018.
Unless the context otherwise requires, references to “Garrett,” “we,” “us,” “our,” and “the Company” in this Quarterly Report on Form 10-Q
refer to (i) Honeywell’s Transportation Systems Business (the “Transportation Systems Business” or the “Business”) prior to the Spin-Off and (ii)
Garrett Motion Inc. and its subsidiaries following the Spin-Off, as applicable.
This Quarterly Report on Form 10-Q contains financial information that was derived partially from the consolidated financial statements and
accounting records of Honeywell. The accompanying consolidated and combined interim financial statements of Garrett (“Consolidated and
Combined Interim Financial Statements”) reflect the consolidated and combined historical results of operations, financial position and cash flows
of Garrett, for the period following the Spin-Off, and the Transportation Systems Business, for all periods prior to the Spin-Off, as it was
historically managed in conformity with accounting principles generally accepted in the United States of America (“U.S. GAAP”). Therefore, the
historical consolidated and combined financial information may not be indicative of our future performance and does not necessarily reflect what
our consolidated and combined results of operations, financial condition and cash flows would have been had the Business operated as a
separate, publicly traded company during the entirety of the periods presented, particularly because of changes that we have experienced, and
expect to continue to experience in the future, as a result of our separation from Honeywell, including changes in the financing, cash management,
operations, cost structure and personnel needs of our business.
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CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS
This Quarterly Report on Form 10-Q contains forward-looking statements. We intend such forward-looking statements to be covered by the
safe harbor provisions for forward-looking statements contained in Section 27A of the Securities Act of 1933, as amended and Section 21E of the
Securities Exchange Act of 1934, as amended (the “Exchange Act”). All statements other than statements of historical fact contained in this
Quarterly Report on Form 10-Q, including without limitation statements regarding our future results of operations and financial position,
expectations regarding the growth of the turbocharger and electric vehicle markets, the sufficiency of our cash and cash equivalents, anticipated
sources and uses of cash, anticipated investments in our business, our business strategy, anticipated payments under our agreements with
Honeywell, anticipated interest expense, and the plans and objectives of management for future operations and capital expenditures are forwardlooking statements. These statements involve known and unknown risks, uncertainties and other important factors that may cause our actual
results, performance or achievements to be materially different from any future results, performance or achievements expressed or implied by the
forward-looking statements. In some cases, you can identify forward-looking statements by terms such as “may,” “will,” “should,” “expect,”
“plan,” “anticipate,” “could,” “intend,” “target,” “project,” “contemplate,” “believe,” “estimate,” “predict,” “potential,” or “continue” or the
negative of these terms or other similar expressions. The forward-looking statements in this Quarterly Report on Form 10-Q are only predictions.
We have based these forward-looking statements largely on our current expectations and projections about future events and financial trends that
we believe may affect our business, financial condition and results of operations. These forward-looking statements speak only as of the date of
this Quarterly Report on Form 10-Q and are subject to a number of important factors that could cause actual results to differ materially from those
in the forward-looking statements, including:
1.

changes in the automotive industry and economic or competitive conditions;

2.

our ability to develop new technologies and products, and the development of either effective alternative turbochargers or new
replacement technologies;

3.

failure to protect our intellectual property or allegations that we have infringed the intellectual property of others, and our ability to
license necessary intellectual property from third parties;

4.

potential material losses and costs as a result of any warranty claims and product liability actions brought against us;

5.

significant failure or inability to comply with the specifications and manufacturing requirements of our original equipment
manufacturer customers or by increases or decreases to the inventory levels maintained by our customers;

6.

volume of products we produce and market demand for such products and prices we charge and the margins we realize from our
sales of our products;

7.

loss of or a significant reduction in purchases by our largest customers, material nonpayment or nonperformance by any our key
customers, and difficulty collecting receivables;

8.

inaccuracies in estimates of volumes of awarded business;

9.

work stoppages, other disruptions or the need to relocate any of our facilities;

10.

supplier dependency;

11.

failure to meet our minimum delivery requirements under our supply agreements;

12.

failure to increase productivity or successfully execute repositioning projects or manage our workforce;

13.

potential material environmental liabilities and hazards;

14.

natural disasters and physical impacts of climate change;

15.

technical difficulties or failures, including cybersecurity risks;

16.

potential material litigation matters, including labor disputes;

17.

changes in legislation or government regulations or policies;
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18.

risks related to international operations and our investment in foreign markets, including risks related to the withdrawal of the
United Kingdom from the European Union, or Brexit;

19.

risks related to our agreements with Honeywell, such as the Indemnification and Reimbursement Agreement and Tax Matters
Agreement;

20.

the terms of our indebtedness and our ability to access capital markets;

21.

unforeseen adverse tax effects;

22.

costs related to operating as a standalone public company and failure to achieve benefits expected from the Spin-Off;

23.

inability to recruit and retain qualified personnel; and

24.

the other factors described under the caption "Risk Factors" in our Annual Report on Form 10-K for the year ended December 31,
2018 and in our other filings with the Securities and Exchange Commission (“SEC”).

You should read this Quarterly Report and the documents that we reference in this Quarterly Report completely and with the understanding
that our actual future results may be materially different from what we expect. We qualify all of our forward-looking statements by these cautionary
statements. Except as required by applicable law, we do not plan to publicly update or revise any forward-looking statements contained herein,
whether as a result of any new information, future events, changed circumstances or otherwise.
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PART I—FINANCIAL INFORMATION
Item 1. Financial Statements.
GARRETT MOTION INC.
CONSOLIDATED AND COMBINED INTERIM STATEMENTS OF OPERATIONS
(Unaudited)
For the Three Months
Ended March 31,
2019
2018
(Dollars in millions, except per share
amounts)

Net sales (Note 4)
Cost of goods sold
Gross profit
Selling, general and administrative expenses
Other expense, net (Note 6)
Interest expense
Non-operating expense (income)
Income before taxes
Tax expense (Note 7)
Net income

$

$

$

835
639
196
60
19
16
4
97
24
73

$

915
704
211
63
42
2
(9 )
113
55
58

$
$

0.98
0.97

$
$

0.78
0.78

$

$

Earnings per common share
Basic
Diluted
Weighted average common shares outstanding
Basic
Diluted

$

$

74,229,627
75,379,228

The Notes to the Consolidated and Combined Interim Financial Statements are an integral part of this statement.
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74,070,852
74,070,852

GARRETT MOTION INC.
CONSOLIDATED AND COMBINED INTERIM STATEMENTS OF COMPREHENSIVE INCOME (LOSS)
(Unaudited)
For the Three Months
Ended March 31,
2019
2018
(Dollars in millions)

Net income
Foreign exchange translation adjustment
Defined benefit pension plan adjustment, net of tax (Note 15)
Changes in fair value of effective cash flow hedges, net of tax (Note 14)
Total other comprehensive (loss) income, net of tax
Comprehensive income (loss)

$

$
$

73
59
1
3
63
136

$

$
$

The Notes to the Consolidated and Combined Interim Financial Statements are an integral part of this statement.
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58
(177 )
—
(7 )
(184 )
(126 )

GARRETT MOTION INC.
CONSOLIDATED AND COMBINED INTERIM BALANCE SHEETS
(Unaudited)
March 31,
December 31,
2019
2018
(Dollars in millions)

ASSETS
Current assets:
Cash and cash equivalents
Accounts, notes and other receivables – net (Note 8)
Inventories – net (Note 9)
Other current assets
Total current assets
Investments and long-term receivables
Property, plant and equipment – net
Goodwill
Deferred income taxes
Other assets (Note 10)
Total assets
LIABILITIES
Current liabilities:
Accounts payable
Current maturities of long-term debt
Obligations payable to Honeywell, current (Note 17)
Accrued liabilities (Note 11)
Total current liabilities
Long-term debt
Deferred income taxes
Obligations payable to Honeywell (Note 17)
Other liabilities (Note 12)
Total liabilities
COMMITMENTS AND CONTINGENCIES (Note 17)
EQUITY (DEFICIT)
Common stock, par value $0.001; 400,000,000 shares authorized, 74,634,286 and
74,070,852 issued and 74,583,259 and 74,019,825 outstanding as of March 31,
2019 and December 31, 2018, respectively
Additional paid-in capital
Retained earnings
Accumulated other comprehensive income (Note 15)
Total stockholders' deficit
Total liabilities and stockholders' deficit

$

$

$

$

$

207
790
181
61
1,239
35
424
193
159
122
2,172

$

881
23
124
433
1,461
1,542
29
1,350
242
4,624

$

$

$

—
10
(2,598 )
136
(2,452 )
2,172 $

The Notes to the Consolidated and Combined Interim Financial Statements are an integral part of this statement.
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196
750
172
71
1,189
39
438
193
165
80
2,104

916
23
127
426
1,492
1,569
27
1,399
210
4,697

—
5
(2,671 )
73
(2,593 )
2,104

GARRETT MOTION INC.
CONSOLIDATED AND COMBINED INTERIM STATEMENTS OF CASH FLOWS
(Unaudited)
For the Three Months Ended March 31,
2019
2018
(Dollars in millions)

Cash flows from operating activities:
Net income
Adjustments to reconcile net (loss) income to net cash provided by operating activities:
Deferred income taxes
Depreciation
Amortization of deferred issuance costs
Foreign exchange (gain) loss
Stock compensation expense
Pension expense
Other
Changes in assets and liabilities:
Accounts, notes and other receivables
Receivables from related parties
Inventories
Other assets
Accounts payable
Payables to related parties
Accrued liabilities
Obligations payable to Honeywell
Asbestos related liabilities
Other liabilities
Net cash provided by (used for) operating activities
Cash flows from investing activities:
Expenditures for property, plant and equipment
Increase in marketable securities
Decrease in marketable securities
Other
Net cash provided by (used for) investing activities
Cash flows from financing activities:
Net increase (decrease) in Invested deficit
Proceeds from revolving credit facility
Payments of revolving credit facility
Payments of long-term debt
Payments related to related party notes payable
Net change related to cash pooling and short-term notes
Other
Net cash provided by (used for) financing activities
Effect of foreign exchange rate changes on cash and cash equivalents
Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period

$

73

$

3
19
2
7
5
1
4

28
18
—
(8 )
7
2
1

$

(43 )
—
(14 )
13
(24 )
—
12
(21 )
—
(1 )
36 $

(113 )
2
4
(29 )
27
(19 )
27
—
2
5
12

$

(21 )
—
—
1
(20 ) $

(28 )
(21 )
202
2
155

$

—
140
(140 )
(6 )
—
—
1
(5 )
—
11
196
207 $

812
—
—
—
(493 )
(482 )
—
(163 )
7
11
300
311

The Notes to the Consolidated and Combined Interim Financial Statements are an integral part of this statement.
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58

GARRETT MOTION INC.
CONSOLIDATED AND COMBINED INTERIM STATEMENTS OF EQUITY (DEFICIT)
(Unaudited)
(in millions)

Common Stock
Shares
Amount

Balance at December 31, 2017
Net income
Other comprehensive income, net of tax
Change in Invested deficit
Balance at March 31, 2018
Balance at December 31, 2018
Net income
Other comprehensive income, net of tax
Stock-based compensation
Balance at March 31, 2019

—
—
—
—
—
74
—
—
1
75

—
—
—
—
—
—
—
—
—
—

Additional
Paid-in
Capital

—
—
—
—
—
5
—
—
5
10

Retained
Invested
Earnings
Deficit
(in millions)

—
—
—
—
—
(2,671 )
73
—
—
(2,598 )

(2,433 )
58
—
1,080
(1,295 )
—
—
—
—
—

Accumulated
Other
Comprehensive
Income/(Loss)

238
—
(184 )
—
54
73
—
63
—
136

The Notes to the Consolidated and Combined Interim Financial Statements are an integral part of this statement.
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Total
Deficit

(2,195 )
58
(184 )
1,080
(1,241 )
(2,593 )
73
63
5
(2,452 )

GARRETT MOTION INC.
NOTES TO CONSOLIDATED AND COMBINED INTERIM FINANCIAL STATEMENTS
(Unaudited)
(Dollars in millions, except per share amounts)
Note 1A. Background and Revision of Previously Issued Consolidated and Combined Interim Financial Statements for the Three Months Ended
March 31, 2018
Background
Garrett Motion Inc. (the “Company” or “Garrett”) designs, manufactures and sells highly engineered turbocharger and electric-boosting
technologies for light and commercial vehicle original equipment manufacturers (“OEMs”) and the global vehicle independent aftermarket, as well
as automotive software solutions. We are a global technology leader with significant expertise in delivering products across gasoline and diesel
propulsion systems and hybrid and fuel cell powertrains.
On October 1, 2018, the Company became an independent publicly-traded company through a pro rata distribution by Honeywell
International Inc. (“Former Parent” or “Honeywell”) of 100% of the then-outstanding shares of Garrett to Honeywell’s stockholders (the “SpinOff”). Each Honeywell stockholder of record received one share of Garrett common stock for every 10 shares of Honeywell common stock held
on the record date. Approximately 74 million shares of Garrett common stock were distributed on October 1, 2018 to Honeywell stockholders. In
connection with the Spin-Off, Garrett´s common stock began trading “regular-way” under the ticker symbol “GTX” on the New York Stock
Exchange on October 1, 2018.
The Spin-Off was completed pursuant to a Separation and Distribution Agreement and other agreements with Honeywell related to the SpinOff, including but not limited to an indemnification and reimbursement agreement (the “Indemnification and Reimbursement Agreement”) and a tax
matters agreement (the “Tax Matters Agreement”). Refer to Note 17, Commitments and Contingencies for additional details related to the
Indemnification and Reimbursement Agreement and Tax Matters Agreement.
Unless the context otherwise requires, references to “Garrett,” “we,” “us,” “our,” and “the Company” refer to (i) Honeywell’s
Transportation Systems Business (the “Transportation Systems Business” or the “Business”) prior to the Spin-Off and (ii) Garrett Motion Inc. and
its subsidiaries following the Spin-Off, as applicable.
Revision of Previously Issued Consolidated and Combined Interim Financial Statements for the Three Months Ended March 31, 2018
In August 2018, the Business, as part of Honeywell, determined that it had not appropriately applied the provisions of ASC 450,
Contingencies, in measuring its asbestos liabilities related to unasserted Bendix claims. For the three months ended March 31, 2018, the Company
now reflects the epidemiological projections through 2059 rather than a five-year time horizon when estimating the liability for unasserted Bendixrelated asbestos claims.
In light of the foregoing, the Company has revised our combined interim financial statements for the three months ended March 31, 2018
included in our Amendment No. 1 to Form 10, as confidentially filed with the Securities and Exchange Commission (“SEC”) on June 8, 2018 to
reflect the effects of the revised method for estimating the total liability for unasserted Bendix-related asbestos claims.
The Consolidated and Combined Interim Statements of Operations, Consolidated and Combined Interim Statements of Comprehensive
Income and Consolidated and Combined Interim Statements of Cash Flows for the three months ended March 31, 2018 included in this Form 10-Q
were updated to reflect the revision.
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The following tables identify each financial statement line item affected by the revision.
Three Months Ended,
March 31, 2018
Unaudited Consolidated and Combined Interim Statement
of Operations
(Millions)

Previously
Reported
Unaudited

Other expense, net
Income before taxes
Tax expense
Net income

$
$
$
$

As
Revised
Unaudited

Adjustment
Unaudited

44
111
55
56

$
$
$
$

(2 )
2
—
2

$
$
$
$

42
113
55
58

Three Months Ended,
March 31, 2018
Unaudited Consolidated and Combined Interim Statement
of Comprehensive Income
(Millions)

Previously
Reported
Unaudited

Net Income
Comprehensive (loss) income

$
$

As
Revised
Unaudited

Adjustment
Unaudited

56 $
(128 ) $

2
2

$
$

58
(126 )

Three Months Ended,
March 31, 2018
Unaudited
Unaudited
Unaudited
Unaudited Consolidated and Combined Interim Statement of Cash
Flows
(Millions)

Net Income
Changes in assets and liabilities: Asbestos-related liabilities
Net cash provided by operating activities
Net increase in Invested deficit
Net cash (used for) provided by financing activities

Previously
Reported

$
$
$
$
$

56
4
12
812
(163 )

As
Revised

Adjustment

$
$
$
$
$

2
(2 )
—
—
—

$
$
$
$
$

58
2
12
812
(163 )

Note 1B. Basis of Presentation
Basis of Presentation
Prior to the Spin-Off on October 1, 2018, our historical financial statements were prepared on a stand-alone combined basis and were derived
from the consolidated financial statements and accounting records of Honeywell. Accordingly, for periods prior to October 1, 2018, our financial
statements are presented on a combined basis and for the periods subsequent to October 1, 2018 are presented on a consolidated basis
(collectively, the historical financial statements for all periods presented are referred to as “Consolidated and Combined Interim Financial
Statements”). The Consolidated and Combined Interim Financial Statements have been prepared in accordance with accounting principles
generally accepted in the United States of America (“U.S. GAAP”).
Asbestos-related expenses, net of probable insurance recoveries, are presented within Other expense, net in the Consolidated and
Combined Interim Statement of Operations. Honeywell is subject to certain asbestos-related and environmental-related liabilities, primarily related
to its legacy Bendix business. In conjunction with the Spin-Off, certain operations that were part of the Bendix business, along with the ownership
of the Bendix trademark, as well as certain operations that were part of other legacy elements of the Business, were transferred to us. For the
periods prior to the Spin-Off, these Consolidated and Combined Interim Financial Statements reflect an estimated liability for resolution of pending
and future asbestos-related and environmental liabilities primarily related to the legacy Bendix business, calculated as if we were responsible for
100% of the Bendix asbestos-liability payments. However, this recognition model differs from the recognition model applied subsequent to the
Spin-Off, with the difference recognized through equity as of the Spin-Off date. In periods subsequent to the Spin-Off, the accounting for the
majority of our asbestos-related liability payments and accounts payable reflect the terms of the Indemnification and Reimbursement Agreement
with Honeywell entered into on September 12, 2018, under which we are required to make payments to Honeywell in amounts equal to 90% of
Honeywell’s asbestos-related liability payments and accounts payable, primarily related to the Bendix business in the United States, as well as
certain environmental-related liability payments and accounts payable and non-United States asbestos-related liability payments and accounts
payable, in each case related to legacy elements of the Business, including the legal costs of defending and resolving such liabilities, less 90% of
Honeywell’s net insurance receipts and, as may be applicable, certain other recoveries associated with such liabilities. The Indemnification and
Reimbursement Agreement provides that the agreement will terminate upon the earlier of (x) December 31, 2048 or (y) December 31st of the third
consecutive year during which certain amounts owed to Honeywell during each such year were less than $25 million as converted into Euros in
accordance with the terms of the agreement.
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The Consolidated and Combined Interim Financial Statements are unaudited; however, in the opinion of management, they contain all the
adjustments (consisting of those of a normal recurring nature) considered necessary to state fairly the financial position, results of operations and
cash flows for the periods presented in conformity with U.S. GAAP applicable to interim periods. The Consolidated and Combined Interim
Financial Statements should be read in conjunction with the audited annual Consolidated and Combined Financial Statements for the year ended
December 31, 2018 included in our Annual Report on Form 10-K, as filed with the SEC on March 1, 2019 (our “2018 Form 10-K”). The results of
operations and cash flows for the three months ended March 31, 2019 should not necessarily be taken as indicative of the entire year.
We report our quarterly financial information using a calendar convention: the first, second and third quarters are consistently reported as
ending on March 31, June 30 and September 30. It has been our practice to establish actual quarterly closing dates using a predetermined fiscal
calendar, which requires our businesses to close their books on a Saturday in order to minimize the potentially disruptive effects of quarterly
closing on our business processes. The effects of this practice are generally not significant to reported results for any quarter and only exist within
a reporting year. In the event that differences in actual closing dates are material to year-over-year comparisons of quarterly or year-to-date results,
we will provide appropriate disclosures. Our actual closing dates for the three months ended March 31, 2019 and 2018 were March 30, 2019 and
March 31, 2018, respectively.
Note 2. Summary of Significant Accounting Policies
The accounting policies of the Company are set forth in Note 2 to the audited annual Consolidated and Combined Financial Statements for
the year ended December 31, 2018 included in our 2018 Form 10-K. We include herein certain updates to those policies.
Leases - Lessee accounting policy
For the periods beginning January 1, 2019, right-of-use (“ROU”) assets represent our right to use an underlying asset for the lease term and
lease liabilities represent our obligation to make lease payments arising from the lease. Operating lease ROU assets and liabilities are recognized at
the commencement date of a lease (the “commencement date”) based on the present value of lease payments over the lease term. We determine if
an arrangement is a lease at inception. Operating leases are included in Other assets, Accrued liabilities, and Other liabilities in our Consolidated
and Combined Balance Sheets. No finance leases have been recognized.
As most of our leases do not provide an implicit rate, we use our incremental borrowing rate based on the information available at
commencement date in determining the present value of lease payments. We use the implicit rate when readily determinable. The operating lease
ROU asset also includes any lease payments made and excludes lease incentives. Our lease terms may include options to extend or terminate the
lease when it is reasonably certain that we will exercise that option. Lease expense for lease payments is recognized on a straight-line basis over
the lease term. Variable lease payments are expensed in the period in which they occur.
We have lease agreements with lease and non-lease components, which are generally accounted for separately. For machinery and
equipment, we account for the lease and non-lease components as a single lease component.
We account for short-term leases by recognizing lease payments in net income on a straight-line basis over the lease term and will not
recognize any ROU assets and lease liabilities on the Consolidated and Combined Balance Sheet.
For the periods prior to January 1, 2019, we accounted for leases in accordance with ASC 840.
Recently Adopted Accounting Pronouncements
Effective January 1, 2019, the Company adopted the new lease accounting standard using the modified retrospective transition option of
applying the new standard at the adoption date while electing not to recast comparative periods in the transition. In addition, we elected the
package of practical expedients permitted under the transition guidance within the new standard, which among other things, allowed us to carry
forward the historical lease classification. In adopting the new leases standard, the Company has applied the practical expedients as per ASC 84210-65-1(f) and (g). Adoption of the new standard resulted in the recording of additional lease assets and lease liabilities of $34 million as of January
1, 2019. The adoption of this standard did not have a material impact related to existing leases and as a result, a cumulative-effect adjustment was
not recorded.
In February 2018, the FASB issued guidance that allows for an entity to elect to reclassify the income tax effects on items within
Accumulated other comprehensive income resulting from The Tax Cuts and Jobs Act (“Tax Act”) to retained earnings. The guidance is effective
for fiscal years beginning after December 15, 2018. Upon adoption, the Company did not elect to reclassify the stranded income tax effects of the
Tax Act from accumulated other comprehensive income to retained earnings.
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Recently Issued Accounting Pronouncements
In June 2016, the FASB issued ASU 2016-13, Financial Instruments-Credit Losses (Topic 326): Measurement of Credit Losses on Financial
Instruments (ASU 2016-13), which requires measurement and recognition of expected credit losses for financial assets held. ASU 2016-13 will be
effective for us in our first quarter of fiscal 2020, and earlier adoption is permitted beginning in the first quarter of fiscal 2019. We are currently
evaluating the impact of the guidance on our Consolidated and Combined Financial Statements.
Note 3. Related Party Transactions with Honeywell
Subsequent to Spin-Off
Following the Spin-Off, Honeywell is no longer considered a related party.
Prior to Spin-Off
Prior to the Spin-Off, the Consolidated and Combined Interim Financial Statements were prepared on a stand-alone basis and are derived
from the Consolidated Interim Financial Statements and accounting records of Honeywell.
Honeywell provided certain services, such as legal, accounting, information technology, human resources and other infrastructure support,
on behalf of the Business. The cost of these services has been allocated to the Business on the basis of the proportion of revenues. The Business
and Honeywell consider the allocations to be a reasonable reflection of the benefits received by the Business. During the three months ended
March 31, 2018, the Business was allocated $29 million of general corporate expenses incurred by Honeywell, and such amounts are included
within Selling, general and administrative expenses in the Consolidated and Combined Interim Statements of Operations. As certain expenses
reflected in the Consolidated and Combined Interim Financial Statements for the three months ended March 31, 2018 include allocations of
corporate expenses from Honeywell, these statements could differ from those that would have been prepared had the Business operated on a
stand-alone basis.
The Company received interest income for related party notes receivables of less than $1 million for the three months ended March 31, 2018.
Additionally, the Company incurred interest expense for related party notes payable of $1 million for the three months ended March 31, 2018.
Net transfers to and from Honeywell are included within Invested deficit on the Consolidated and Combined Interim Statements of Equity.
The components of the net transfers to and from Honeywell for the three months ended March 31, 2018 are as follows:
Three Months Ended
March 31,
2018

General financing activities
Distribution to Former Parent
Unbilled corporate allocations
Stock compensation expense and other compensation awards
Pension expense
Total net decrease in Invested deficit

$

1,841
(799 )
29
7
2
1,080

$

Note 4. Revenue Recognition and Contracts with Customers
Disaggregated Revenue
Sales by region (determined based on country of shipment) and channel are as follows:

OEM

United States
Europe
Asia
Other International

$

$
13

Three months ended March 31, 2019
Aftermarket
Other
Total

83
429
199
4
715

$

$

45
37
13
5
100

$

$

1
12
7
—
20

$

$

129
478
219
9
835

OEM

United States
Europe
Asia
Other International

$

$
(1)

Three months ended March 31, 2018 (1)
Aftermarket
Other
Total

89
463
230
5
787

$

43
41
12
6
102

$

$

1
17
8
—
26

$

$

133
521
250
11
915

$

The revenue information was previously disaggregated between OEM and Aftermarket and is now disaggregated between OEM,
Aftermarket, and Other. As a result, the prior period presented was recast to conform to the current year presentation.

Contract Balances
The following table summarizes our contract assets and liabilities balances:
2019

Contract assets—January 1
Contract assets—March 31
Change in contract assets—Increase/(Decrease)
Contract liabilities—January 1
Contract liabilities—March 31
Change in contract liabilities—(Increase)/Decrease

$

5
6
1
(2 )
(2 )
—

$
$
$

Note 5. Research and Development
Garrett conducts research and development activities, which consist primarily of the development of new products and product
applications. R&D costs are charged to expense as incurred. Such costs are included in Cost of goods sold as follows:
Three Months Ended March 31,
2019
2018

Research and development costs
Engineering-related expenses

$
$

32 $
3
35 $

31
2
33

Note 6. Other Expense, Net
Three Months Ended March 31,
2019
2018

Indemnification related — post Spin-Off
Asbestos related, net of probable insurance recoveries
Environmental remediation, non-active sites

$

$

19 $
—
—
19 $

—
41
1
42

Note 7. Income Taxes
The effective tax rate decreased for the three months ended March 31, 2019, as compared to the three months ended March 31, 2018,
primarily due to a $25 million tax expense attributable to currency impacts for withholding taxes on undistributed foreign earnings which was
recorded during the three months ended March 31, 2018.
The effective tax rate for the three months ended March 31, 2019 was higher than the U.S. federal statutory rate of 21% due primarily to nondeductible indemnity expenses partially offset by non-U.S. earnings taxed at lower rates.
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The effective tax rate for the three months ended March 31, 2018 was higher than the U.S. federal statutory rate of 21% due primarily to nondeductible asbestos expenses and tax expense attributable to currency impacts for withholding taxes on undistributed foreign earnings, partially
offset by non-U.S. earnings taxed at lower rates.
On December 22, 2017, the U.S. enacted the Tax Act which instituted fundamental changes to the taxation of multinational corporations. The
Tax Act changed the taxation of foreign earnings by implementing a dividend exemption system, expansion of the current anti-deferral rules, a
minimum tax on low-taxed foreign earnings and new measures to deter base erosion. The Tax Act also included a permanent reduction in the
corporate tax rate to 21%, repeal of the corporate alternative minimum tax, expensing of capital investment and limitation of the deduction for
interest expense.
The effective tax rate can vary from quarter to quarter due to the tax impacts from the resolution of income tax audits, changes in tax laws,
employee share-based payments, internal restructurings, pension mark-to-market adjustments, and the current uncertainty regarding state taxes
including potential responses of state taxing authorities to legislative changes within the Tax Act.
Note 8. Accounts, Notes and Other Receivables—Net
March 31,
2019

Trade receivables
Notes receivables
Other receivables

$

$
Less—Allowance for doubtful accounts
$

December 31,
2018

641 $
77
77
795 $
(5 )
790 $

593
93
67
753
(3 )
750

Trade Receivables include $20 million and $5 million of unbilled balances as of March 31, 2019 and December 31, 2018, respectively. These
amounts are billed in accordance with the terms of customer contracts to which they relate. Unbilled receivables include $6 million and $5 million of
contract assets as of March 31, 2019 and December 31, 2018, respectively. See Note 4, Revenue Recognition and Contracts with Customers.
Note 9. Inventories—Net
March 31,
2019

Raw materials
Work in process
Finished products

$

$
Less—Reserves
$

December 31,
2018

112 $
20
72
204 $
(23 )
181 $

112
19
64
195
(23 )
172

Note 10. Other Assets
March 31,
2019

Advanced discounts to customers, non-current
Operating right-of-use assets (Note 13)
Undesignated cross-currency swap at fair value
Other

15

December 31,
2018

$

53 $
37
25
7

56
—
16
8

$

122 $

80

Note 11. Accrued Liabilities
March 31,
2019

Customer pricing reserve
Compensation, benefit and other employee related
Repositioning
Product warranties and performance guarantees
Taxes
Advanced discounts from suppliers, current
Customer advances and deferred income(a)
Accrued interest
Short-term lease liability (Note 13)
Other (primarily operating expenses)

$

115 $
60
7
35
106
18
23
11
9
49
433 $

$
(a)

December 31,
2018

107
71
15
32
113
17
14
6
—
51
426

Customer advances and deferred income include $2 million of contract liabilities as of March 31, 2019 and December 31, 2018. See Note 4
Revenue Recognition and Contracts with Customers.

The Company accrued repositioning costs related to projects to optimize our product costs and to right-size our organizational structure.
Expenses related to the repositioning accruals are included in Cost of goods sold in our Consolidated and Combined Interim Statements of
Operations.
Exit
Costs

Severance Costs

Balance at December 31, 2017
Charges
Usage—cash
Foreign currency translation
Balance at March 31, 2018

$

53 $
2
(3 )
2
54 $

$

Exit
Costs

Severance Costs

Balance at December 31, 2018
Charges
Usage—cash
Adjustments and reclassifications
Foreign currency translation
Balance at March 31, 2019

$

13 $
1
(2 )
(6 )
—
6 $

$

Total

7 $
—
—
—
7 $

60
2
(3 )
2
61

Total

2 $
—
(2 )
1
—
1 $

15
1
(4 )
(5 )
—
7

Note 12. Other Liabilities
March 31,
2019

Pension and other employee related
Advanced discounts from suppliers
Uncertain tax positions
Long-term lease liability (Note 13)
Other

16

December 31,
2018

$

69 $
61
63
27
22

71
63
59
—
17

$

242 $

210

Note 13. Leases
We have operating leases for real estate and machinery and equipment. Our leases have remaining lease terms of up to 12 years, some of
which include options to extend the leases for up to two years, and some of which include options to terminate the leases within the year.
The components of lease expense are as follows:
Three Months Ended
March 31, 2019

Operating lease cost

$

3

$

3

Supplemental cash flow information related to operating leases is follows:
Three Months Ended
March 31, 2019

Cash paid for amounts included in the measurement of lease
liabilities:
Operating cash outflows from operating leases
Right-of-use assets obtained in exchange for lease
obligations:
Operating leases

$
3

5

Supplemental balance sheet information related to operating leases is follows:
March 31,
2019

Other assets
Accrued liabilities
Other liabilities

$

37
9
27

March 31, 2019

Weighted-average lease term
Weighted-average discount rate

6.45
6.34

Maturities of operating lease liabilities were as follows:
March 31,
2019

2019
2020
2021
2022
2023
Thereafter
Total lease payments
Less imputed interest
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$

9
8
5
5
4
13
44
(8 )

$

36

As of December 31, 2018, in accordance with the previous lease standard, ASC 840, future minimum lease payments under operating leases
having initial non-cancellable lease terms in excess of one year were as follows:
December 31, 2018

2019
2020
2021
2022
2023
Thereafter

$

12
8
5
4
4
15
48

$

Note 14. Financial Instruments and Fair Value Measures
Our credit, market and foreign currency risk management policies are described in Note 16, Financial Instruments and Fair Value Measures,
of the notes to the audited annual Consolidated and Combined Financial Statements for the year ended December 31, 2018 included in our 2018
Form 10-K. At March 31, 2019 and December 31, 2018, we had contracts with aggregate gross notional amounts of $967 million and $838 million,
respectively, to exchange foreign currencies, principally the U.S. Dollar, Swiss Franc, British Pound, Euro, Chinese Yuan, Japanese Yen, Mexican
Peso, New Romanian Leu, Czech Crown, Australian Dollar and Korean Won.
Financial and nonfinancial assets and liabilities are classified in their entirety based on the lowest level of input that is significant to the fair
value measurement. The following table sets forth the Company’s financial assets and liabilities that were accounted for at fair value on a recurring
basis as of March 31, 2019 and December 31, 2018:
Fair Value
Notional Amounts
March
31,
December 31,
2019
2018

Designated forward currency exchange
contracts
Undesignated instruments:
Undesignated cross-currency swap
Undesignated forward currency exchange
contracts

$

$
(a)
(b)
(c)

257 $

— $

Assets
March
31,
2019

Liabilities
March
31,
December 31,
2019
2018

December 31,
2018

3 $

—

(b) $

— $

—

—

—

423

425

25
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(a)

287
710
967 $

413
838
838 $

2
27
30 $

4
20
20

(b)

$

1
1
1 $

1
1
1

(c)

Recorded within Other assets in the Company’s Consolidated and Combined Balance Sheets
Recorded within Other current assets in the Company’s Consolidated and Combined Balance Sheets
Recorded within Accrued liabilities in the Company’s Consolidated and Combined Balance Sheets

During the first quarter of 2019, the Company entered into forward currency exchange contracts to mitigate exposure to foreign currency
exchange rate volatility and the associated impact on earnings related to forecasted foreign currency commitments. These forward currency
exchange contracts are assessed as highly effective and are designated as cash flow hedges. Gains and losses on derivatives qualifying as cash
flow hedges are recorded in Accumulated other comprehensive income (loss) until the underlying transactions are recognized in earnings.
On September 27, 2018, the Company entered into a floating-floating cross-currency swap contract to hedge the foreign currency exposure
from foreign currency-denominated debt which will mature on September 27, 2025. The gain or loss on this derivative instrument is recognized in
earnings and included in Non-operating expense (income). For the three months ended March 31, 2019, gains recorded in Non-operating expense
(income) under the cross-currency swap contract were $8 million.
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The foreign currency exchange and cross-currency swap contracts are valued using market observable inputs. As such, these derivative
instruments are classified within Level 2. The assumptions used in measuring fair value of the cross-currency swap are considered level 2 inputs,
which are based upon market observable interest rate curves, cross currency basis curves, credit default swap curves, and foreign exchange rates.
The carrying value of Cash and cash equivalents, Account receivables, notes and other receivables, and Account payables contained in the
Consolidated and Combined Balance Sheets approximates fair value.
The following table sets forth the Company’s financial assets and liabilities that were not carried at fair value:
March 31, 2019
Carrying Value
Fair Value

Long-term debt and related current maturities

$

1,565 $

1,564

The Company determined the fair value of certain of its long-term debt and related current maturities utilizing transactions in the listed
markets for similar liabilities. As such, the fair value of the long-term debt and related current maturities is considered level 2.
Note 15. Accumulated Other Comprehensive Income (Loss)
Changes in Accumulated Other Comprehensive Income (Loss) by Component

Balance at December 31, 2017
Other comprehensive income (loss) before
reclassifications
Amounts reclassified from accumulated other
comprehensive income (loss)
Net current period other comprehensive income (loss)
Balance at March 31, 2018

Balance at December 31, 2018
Other comprehensive income (loss) before
reclassifications
Amounts reclassified from accumulated other
comprehensive income (loss)
Net current period other comprehensive income (loss)
Balance at March 31, 2019

Foreign
Exchange
Translation
Adjustment

Changes in
Fair Value of
Effective
Cash Flow
Hedges

$

$

$

284

(35 ) $

(11 ) $

(177 )

(19 )

—

(196 )

—
(177 )
107 $

12
(7 )
(42 ) $

—
—
(11 ) $

12
(184 )
54

Foreign
Exchange
Translation
Adjustment

Changes in
Fair Value of
Effective
Cash Flow
Hedges

$

$

86
59

$

Pension
Adjustments

Total Accumulated
Other
Comprehensive
Income (Loss)

—
59
145 $

Pension
Adjustments

— $
3
—
3
3 $

238

Total Accumulated
Other
Comprehensive
Income (Loss)

(13 ) $

73

—

62

1
1
(12 ) $

1
63
136

Note 16. Earnings Per Share
On October 1, 2018, the date of consummation of the Spin-Off, 74,070,852 shares of the Company’s common stock were distributed to
Honeywell stockholders of record as of September 18, 2018 who held their shares through the Distribution Date. Basic and Diluted EPS for all
historical periods prior to the Spin-Off reflect the number of distributed shares, or 74,070,852 shares.
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The details of the earnings per share calculations for the three months ended March 31, 2019 and 2018 are as follows:
Three Months Ended March 31,
2019
2018

Basic
Net Income
Weighted average common shares outstanding
EPS – Basic

$
$

73 $
74,229,627
0.98 $

58
74,070,852
0.78

Three Months Ended March 31,
2019
2018

Diluted
Net Income
Weighted average common shares outstanding – Basic
Dilutive effect of unvested RSUs and other contingently issuable
shares
Weighted average common shares outstanding – Diluted
EPS – Diluted

$

$

73 $
74,229,627

58
74,070,852

1,149,601
75,379,228
0.97 $

—
74,070,852
0.78

Diluted EPS is computed based upon the weighted average number of common shares outstanding for the period plus the dilutive effect of
common stock equivalents using the treasury stock method and the average market price of our common stock for the period.
The diluted earnings per share calculations exclude the effect of stock options when the options’ assumed proceeds exceed the average
market price of the common shares during the period. For the three months ended March 31, 2019, the weighted number of stock options excluded
from the computations was 146,652. These stock options were outstanding at March 31, 2019.
Note 17. Commitments and Contingencies
Obligations payable to Honeywell
Honeywell is a defendant in asbestos-related personal injury actions mainly related to its legacy Bendix friction materials (“Bendix”)
business. The Bendix business manufactured automotive brake linings that contained chrysotile asbestos in an encapsulated form. Claimants
consist largely of individuals who allege exposure to asbestos from brakes from either performing or being in the vicinity of individuals who
performed brake replacements. Certain operations that were part of the Bendix business were transferred to Garrett.
In connection with the Spin-Off, we entered into an Indemnification and Reimbursement Agreement with Honeywell on September 12, 2018.
As of the Spin-Off date of October 1, 2018, we are obligated to make payments to Honeywell in amounts equal to 90% of Honeywell’s asbestosrelated liability payments and accounts payable, primarily related to the Bendix business in the United States, as well as certain environmentalrelated liability payments and accounts payable and non-United States asbestos-related liability payments and accounts payable, in each case
related to legacy elements of the Business, including the legal costs of defending and resolving such liabilities, less 90% of Honeywell’s net
insurance receipts and, as may be applicable, certain other recoveries associated with such liabilities. Pursuant to the terms of this Indemnification
and Reimbursement Agreement, we are responsible for paying to Honeywell such amounts, up to a cap of an amount equal to the Euro-to-U.S.
dollar exchange rate determined by Honeywell as of a date within two business days prior to the date of the Distribution (1.16977 USD = 1 EUR)
equivalent of $175 million in respect of such liabilities arising in any given calendar year. The payments that we are required to make to Honeywell
pursuant to the terms of this agreement will not be deductible for U.S. federal income tax purposes. The Indemnification and Reimbursement
Agreement provides that the agreement will terminate upon the earlier of (x) December 31, 2048 or (y) December 31st of the third consecutive year
during which certain amounts owed to Honeywell during each such year were less than $25 million as converted into Euros in accordance with the
terms of the agreement. During the first quarter of 2019, we paid Honeywell the Euro-equivalent of $38 million in connection with the
Indemnification and Reimbursement Agreement.
On September 12, 2018, we also entered into a Tax Matters Agreement with Honeywell (the “Tax Matters Agreement”), which governs the
respective rights, responsibilities and obligations of Honeywell and us after the Spin-Off with respect to all tax matters (including tax liabilities, tax
attributes, tax returns and tax contests). The Tax Matters Agreement generally provides that, following the Spin-Off date of October 1, 2018, we are
responsible and will indemnify Honeywell for all taxes, including income taxes, sales taxes, VAT and payroll taxes, relating to Garrett for all periods,
including periods prior to the completion date of the Spin-Off. Among other items, as a result of the mandatory transition tax imposed by the Tax
Cuts and Jobs Act, one of our subsidiaries is required to
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make payments to a subsidiary of Honeywell in the amount representing the net tax liability of Honeywell under the mandatory transition tax
attributable to us, as determined by Honeywell. We currently estimate that our aggregate payments to Honeywell with respect to the mandatory
transition tax will be $240 million. Under the terms of the Tax Matters Agreement, we are required to pay this amount in Euros, without interest, in
five annual installments, each equal to 8% of the aggregate amount, followed by three additional annual installments equal to 15%, 20% and 25%
of the aggregate amount, respectively. Following the Spin-Off in October of 2018, we paid our first annual installment in that month. Subsequently,
our annual installments will be paid in April of each year. On April 1, 2019, we paid our second annual installment of the Euro-equivalent of $18
million.
In addition, the Tax Matters Agreement addresses the allocation of liability for taxes incurred as a result of restructuring activities
undertaken to effectuate the Spin-Off. The Tax Matters Agreement also provides that we are required to indemnify Honeywell for certain taxes
(and reasonable expenses) resulting from the failure of the Spin-Off and related internal transactions to qualify for their intended tax treatment
under U.S. federal, state and local income tax law, as well as foreign tax law. Further, the Tax Matters Agreement also imposes certain restrictions
on us and our subsidiaries (including restrictions on share issuances, redemptions or repurchases, business combinations, sales of assets and
similar transactions) that are designed to address compliance with Section 355 of the Internal Revenue Code of 1986, as amended, and are intended
to preserve the tax-free nature of the Spin-Off.
The following table summarizes our Obligation payable to Honeywell related to these agreements:
2019
Asbestos and
environmental

Beginning of year
Accrual for update to estimated liability
Legal fees expensed
Payments to Honeywell
Currency translation adjustment
End of period

$

Current
Non-current
Total

Tax Matters

Total

$

1,244 $
—
15
(38 )
(25 )
1,196 $

282 $
2
—
—
(6 )
278 $

1,526
2
15
(38 )
(31 )
1,474

$

106
1,090
1,196

18
260
278

124
1,350
1,474

$

$

Asbestos Matters
For the periods prior to the Spin-Off, these Consolidated and Combined Interim Financial Statements reflect an estimated liability for
resolution of pending and future asbestos-related and environmental liabilities primarily related to the Bendix legacy Honeywell business,
calculated as if we were responsible for 100% of the Bendix asbestos-liability payments. However, this recognition model differs from the
recognition model applied subsequent to the Spin-Off as outlined above. In periods subsequent to the Spin-Off, the accounting for the majority of
our asbestos-related liability payments and accounts payable reflect the terms of the Indemnification and Reimbursement Agreement with
Honeywell entered into on September 12, 2018, under which we are required to make payments to Honeywell in amounts equal to 90% of
Honeywell’s asbestos-related liability payments and accounts payable, primarily related to the Bendix business in the United States, as well as
certain environmental-related liability payments and accounts payable and non-United States asbestos-related liability payments and accounts
payable, in each case related to legacy elements of the Business, including the legal costs of defending and resolving such liabilities, less 90% of
Honeywell’s net insurance receipts and, as may be applicable, certain other recoveries associated with such liabilities. The Indemnification and
Reimbursement Agreement provides that the agreement will terminate upon the earlier of (x) December 31, 2048 or (y) December 31st of the third
consecutive year during which certain amounts owed to Honeywell during each such year were less than $25 million as converted into Euros in
accordance with the terms of the agreement.
The following tables present information regarding Bendix related asbestos claims activity:

Three Months
Ended March 31,
2019

Claims Activity

Claims Unresolved at the beginning of the period
Claims Filed
Claims Resolved
Claims Unresolved at the end of the period

6,209
631
(626 )
6,214
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Year Ended
December
31,
2018

6,280
2,430
(2,501 )
6,209

Disease Distribution of Unresolved Claims

Three Months
Ended March 31,
2019

Years Ended
December
31,
2018

3,028
3,186
6,214

2,949
3,260
6,209

Mesothelioma and Other Cancer Claims
Nonmalignant Claims
Total Claims
Honeywell has experienced average resolutions per claim excluding legal costs as follows:

2018

Malignant claims
Nonmalignant claims

$
$

2017

55,300
4,700

$
$

Years Ended December 31,
2016
2015
(in whole dollars)

56,000
2,800

$
$

44,000
4,485

$
$

44,000
100

2014

$
$

53,500
120

It is not possible to predict whether resolution values for Bendix-related asbestos claims will increase, decrease or stabilize in the future.
Other Matters
We are subject to other lawsuits, investigations and disputes arising out of the conduct of our business, including matters relating to
commercial transactions, government contracts, product liability, prior acquisitions and divestitures, employee benefit plans, intellectual property,
and environmental, health and safety matters. We recognize a liability for any contingency that is probable of occurrence and reasonably
estimable. We continually assess the likelihood of adverse judgments of outcomes in these matters, as well as potential ranges of possible losses
(taking into consideration any insurance recoveries), based on a careful analysis of each matter with the assistance of outside legal counsel and, if
applicable, other experts. To date, no such matters are material to the Consolidated and Combined Interim Statements of Operations.
Note 18. Pension Benefits
Following the Spin-Off, we sponsor several funded U.S. and non-U.S. defined benefit pension plans. Significant plans outside of the U.S.
are in Switzerland and Ireland. Other pension plans outside of the U.S. are not material to the Company either individually or in the aggregate.
Our general funding policy for qualified defined benefit pension plans is to contribute amounts at least sufficient to satisfy regulatory
funding standards. We are not required to make any contributions to our U.S. pension plan in 2019. We expect to make contributions of cash
and/or marketable securities of approximately $6 million to our non-U.S. pension plans to satisfy regulatory funding standards in 2019, of which $1
million has been contributed through the first three months of the year.
For periods prior to the Spin-Off, we only accounted for our pension plan in Ireland as a defined benefit pension plan. Our other pension
plans were accounted for as multiemployer plans as further described below.
Net periodic benefit costs for our significant defined benefit plans include the following components:
Three Months Ended
U.S. Plans March 31,
Non-U.S. Plans (1) March 31,
2019
2019
2018

Service cost
Interest cost
Expected return on plan assets
Amortization of prior service (credit)

(1)

—
1
(1 )
—
—

1 $
1
(1 )
—
1 $

1
—
(1 )
—
—

For the periods prior to the Spin-Off, only the pension plan in Ireland is reflected as a non-U.S. defined benefit pension plan as all other
pension plans were accounted for as multiemployer plans. Following the Spin-Off, the defined benefit pension plan in Switzerland is also
reflected.
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For our U.S. defined benefit pension plan from the date of the Spin-Off, we estimate the service and interest cost components of net period
benefit (income) cost by utilizing a full yield curve approach in the estimation of these cost components by applying the specific spot rates along
the yield curve used in the determination of the pension benefit obligation to their underlying projected cash flows. This approach provides a more
precise measurement of service and interest costs by improving the correlation between projected cash flows and their corresponding spot rates.
For our Switzerland and Ireland defined benefit pension plans until 2019, we estimated such cost components utilizing a single weighted-average
discount rate derived from the yield curve used to measure the pension benefit obligation. In 2019, we updated the approach for estimating the
service and interest cost components of net period benefit (income) cost for the Switzerland and Ireland plans to the full yield curve approach.
Prior to the completion of the Spin-Off, certain Garrett employees participated in defined benefit pension plans (the “Shared Plans”)
sponsored by Honeywell which includes participants of other Honeywell subsidiaries and operations. We accounted for our participation in the
Shared Plans as multiemployer benefit plans. Accordingly, we did not record an asset or liability to recognize the funded status of the Shared
Plans. The related pension expense was based on annual service cost of active Garrett participants and reported within Cost of goods sold in the
Combined Statements of Operations. The pension expense specifically identified for the active Garrett participants in the Shared Plans for the three
months ended March 31, 2018 was $2 million.
Note 19. China Variable Interest Entity
On September 20, 2018 in preparation of the Spin-Off, we entered into an agreement by and between Honeywell International Inc. and Garrett
Motion Inc. (the “China Purchase Agreement”) in which Honeywell agreed to sell to Garrett 100% of the equity interests of Honeywell
Transportation Investment (China) Co., Ltd. (“Garrett China”) consisting of our primary operations in China, in exchange for upfront consideration
of 8,444,077 shares of our common stock. No further consideration from Garrett is due. The transfer of the equity interests in Garrett China from
Honeywell to Garrett will occur following the current share lock-up period, one year from the date of the agreement.
Garrett China is considered a variable interest entity for which Garrett is the primary beneficiary because the China Purchase Agreement
provides Garrett, prior to the transfer of the equity interests, control to direct the management and operation of Garrett China as well as all
economic benefits and losses. The intent of the agreement is to place Garrett in the same position as if it already owned 100% of the equity
interests of Garrett China. As the agreement was effective prior to the Spin-Off date while the Company and Garrett China were under common
control of Honeywell, the assets and liabilities of Garrett China are recognized at their carrying amounts. Additionally, the related operations of
Garrett China were included in our Consolidated and Combined Statements of Operations for the three months ended March 31, 2018 which were
prepared on a carve-out basis.
The following table summarizes the consolidated assets and liabilities of Garrett China:
March 31,
December 31,
2019
2018
(Dollars in millions)

ASSETS
Current assets:
Cash and cash equivalents
Accounts, notes and other receivables—net
Inventories—net
Total current assets
Property, plant and equipment—net
Deferred income taxes
Other assets
Total assets
LIABILITIES
Current liabilities:
Accounts payable
Accrued liabilities
Total current liabilities
Other liabilities
Total liabilities

$

$

$

$

114 $
211
21
346
68
21
1
436 $

70
224
19
313
67
20
1
401

261 $
83
344
12
356 $

261
77
338
13
351

Net sales from Garrett China were $116 million and $130 million for the three months ended March 31, 2019 and 2018, respectively. Related
expenses primarily consisted of Costs of Goods Sold of $79 million and $88 million, Selling, general and administrative expenses of $3 million and $2
million and Tax expense of $7 million and $10 million for the three months ended March 31, 2019 and 2018, respectively.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations
The following discussion and analysis of our financial condition and results of operations, which we refer to as our “MD&A,” should be
read in conjunction with our Consolidated and Combined Interim Financial Statements and related notes appearing elsewhere in this
Quarterly Report on Form 10-Q as well as the audited annual Consolidated and Combined Financial Statements for the year ended December
31, 2018, included in our Form 10-K, as filed with the Securities and Exchange Commission on March 1, 2019 (our “2018 Form 10-K”). Some
of the information contained in this discussion and analysis or set forth elsewhere in this Quarterly Report on Form 10-Q, including
information with respect to our plans and strategy for our business, includes forward-looking statements that involve risks and uncertainties.
As a result of many important factors, including those set forth in the “Risk Factors” section of our 2018 Form 10-K, our actual results could
differ materially from the results described in, or implied, by these forward-looking statements.
The following, Management’s Discussion and Analysis of Financial Condition and Results of Operations is intended to help you
understand the results of operations and financial condition of Garrett Motion Inc. for the three months ended March 31, 2019. Unless the context
otherwise requires, references to “Garrett,” “we,” “us,” “our,” and “the Company” refer to (i) Honeywell’s Transportation Systems Business (the
“Transportation Systems Business” or the “Business”) prior to our spin-off from Honeywell International Inc. (the “Spin-Off”) and (ii) Garrett
Motion Inc. and its subsidiaries following the Spin-Off, as applicable.
Overview and Business Trends
Garrett designs, manufactures and sells highly engineered turbocharger and electric-boosting technologies for light and commercial vehicle
original equipment manufacturers (“OEMs”) and the global vehicle independent aftermarket as well as automotive software solutions. These
OEMs in turn ship to consumers globally. We are a global technology leader with significant expertise in delivering products across gasoline,
diesel and electric (hybrid and fuel cell) powertrains. These products are key enablers for fuel economy and emission standards compliance.
Market penetration of vehicles with a turbocharger is expected to increase from approximately 49% in 2018 to approximately 57% by 2022,
according to IHS Markit (“IHS”) and other industry sources, which we believe will allow our business to grow at a faster rate than overall
automobile production. The turbocharger market volume growth was particularly strong in China and other high-growth regions.
The growth trajectory for turbochargers is expected to continue, as the technology is one of the most cost-effective solutions for OEMs to
address strict constraints for vehicle fuel efficiency and emissions standards. As a result, OEMs are increasing their adoption of turbocharger
technologies across gasoline and diesel engines as well as hybrid-electric and fuel cell vehicles. In recent years, we have also seen a shift in
demand from diesel engines to gasoline engines.
In particular, the commercial vehicle OEM market and light vehicle gasoline markets in China and other high-growth regions have increased
due to favorable economic conditions and rising income levels which have led to an increase in automotive and vehicle content demand. While we
have recently observed a slowdown in China, we continue to expect an increase in future vehicle production utilizing turbocharger technologies as
vehicle ownership remains well below ownership levels in developed markets.
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The following charts show our percentage of revenues by geographic region and product line for the three months ended March 31, 2019
and the percentage change from the prior year comparable period.
By Geography

Q1 2019 by Product Line

•

We are a global business that generated revenues of approximately $0.8 billion for the three months ended March 31, 2019.

•

Light vehicle products (which includes Diesel and Gas products, including products for passenger cars, SUVs, light trucks, and other
products) accounted for approximately 65% of our revenues for the three months ended March 31, 2019. Commercial vehicle products
(products for on-highway trucks and off-highway trucks, construction, agriculture and power-generation machines) accounted for 21%
of our revenues for the three months ended March 31, 2019.

•

Our OEM sales contributed to approximately 86% of our revenues while our aftermarket and other products contributed 14% of our
revenues for the three months ended March 31, 2019.

•

Approximately 57% of our revenues came from sales to customers located in Europe, 26% from sales to customers located in Asia, 16%
from sales to customers in North America, and 1% from sales to customers in other international markets for the three months ended
March 31, 2019.

Separation from Honeywell
On October 1, 2018, the Company became an independent publicly-traded company through a pro rata distribution by Honeywell of 100% of
the then-outstanding shares of Garrett to Honeywell’s stockholders. Each Honeywell stockholder of record received one share of Garrett common
stock for every 10 shares of Honeywell common stock held on the record date. Approximately 74 million shares of Garrett common stock were
distributed on October 1, 2018 to Honeywell stockholders. In connection with the separation, Garrett´s common stock began trading “regular-way”
under the ticker symbol “GTX” on the New York Stock Exchange on October 1, 2018.
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In connection with the Spin-Off, we entered into several agreements with Honeywell that govern the future relationship between us and
Honeywell and impose certain obligations on us following the Spin-Off and which may cause us to incur new costs, including the following:
o

a Separation and Distribution Agreement;

o

a Transition Services Agreement;

o

an Employee Matters Agreement;

o

an Intellectual Property Agreement; and

o

a Trademark License Agreement.

A description of each of these agreements is included in a Current Report on Form 8-K filed with the SEC on October 1, 2018.
In addition, we entered into an Indemnification and Reimbursement Agreement (the “Indemnification and Reimbursement Agreement”) and
a Tax Matters Agreement (the “Tax Matters Agreement”) with Honeywell on September 12, 2018, each of which is described in this MD&A.
Basis of Presentation
Prior to the Spin-Off on October 1, 2018, our historical financial statements were prepared on a stand–alone basis and derived from the
consolidated financial statements and accounting records of Honeywell. Accordingly, for periods prior to October 1, 2018, our financial statements
are presented on a combined basis and for the periods subsequent to October 1, 2018 are presented on a consolidated basis (collectively, the
historical financial statements for all periods presented are referred to as “Consolidated and Combined Interim Financial Statements”). The
Consolidated and Combined Interim Financial Statements have been prepared in accordance with accounting principles generally accepted in the
United States of America (“U.S. GAAP”). The historical consolidated and combined interim financial information may not be indicative of our
future performance and does not necessarily reflect what our consolidated and combined results of operations, financial condition and cash flows
would have been had the Business operated as a separate, publicly traded company during the periods presented, particularly because of changes
that we have experienced and expect to continue to experience in the future as a result of our separation from Honeywell, including changes in the
financing, cash management, operations, cost structure and personnel needs of our business.
For periods prior to the Spin-Off, Honeywell provided certain services, such as legal, accounting, information technology, human resources
and other infrastructure support, on behalf of the Business. The cost of these services has been allocated to the Business on the basis of the
proportion of revenues. We consider these allocations to be a reasonable reflection of the benefits received by the Business. Actual costs that
would have been incurred if the Business had been a stand-alone company would depend on multiple factors, including organizational structure
and strategic decisions made in various areas, including information technology and infrastructure. We consider the basis on which the expenses
have been allocated to be a reasonable reflection of the utilization of services provided to or the benefits received by the Business during the
periods presented.
Subsequent to the completion of the Spin-Off, we have incurred, and expect to continue to incur, expenditures consisting of employeerelated costs, costs to start up certain stand-alone functions and information technology systems, and other one-time transaction related costs.
Recurring stand-alone costs include establishing the internal audit, treasury, investor relations, tax and corporate secretary functions as well as the
annual expenses associated with running an independent publicly traded company including listing fees, compensation of non-employee
directors, related board of director fees and other fees and expenses related to insurance, legal and external audit. Recurring stand-alone costs that
differ from historical allocations may have an impact on profitability and operating cash flows but we believe the impact will not be significant. As
a stand-alone public company, we do not expect our recurring stand-alone corporate costs to be materially higher than the expenses historically
allocated to us from Honeywell.
Asbestos-Related and Environmental Liabilities
For the periods prior to the Spin-Off, our Consolidated and Combined Interim Financial Statements reflect an estimated liability for resolution
of pending and future asbestos-related and environmental liabilities primarily related to Honeywell´s legacy Bendix business, calculated as if we
were responsible for 100% of the Bendix asbestos-liability payments. However, this recognition model differs from the recognition model applied
subsequent to the Spin-Off. In periods subsequent to the Spin-Off, the accounting for the majority of our asbestos-related liability payments and
accounts payable reflect the terms of the Indemnification and Reimbursement Agreement (the “Indemnification and Reimbursement Agreement”)
with Honeywell entered into on September 12, 2018, under which we are required to make payments to Honeywell in amounts equal to 90% of
Honeywell’s asbestos-related liability payments and accounts payable, primarily related to the Bendix business in the United States, as well as
certain environmental-related liability payments and accounts payable and non-United States asbestos-related liability payments and accounts
payable, in each case related to legacy elements of the Business, including the legal costs of defending and resolving such liabilities, less 90% of
Honeywell’s net
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insurance receipts and, as may be applicable, certain other recoveries associated with such liabilities. The Indemnification and Reimbursement
Agreement provides that the agreement will terminate upon the earlier of (x) December 31, 2048 or (y) December 31st of the third consecutive year
during which certain amounts owed to Honeywell during each such year were less than $25 million as converted into Euros in accordance with the
terms of the agreement. During the first quarter of 2019, we paid Honeywell the Euro-equivalent of $38 million in connection with the
Indemnification and Reimbursement Agreement.
Results of Operations for the three months ended March 31, 2019 compared with the three months ended March 31, 2018
Net Sales
For the Three Months
Ended March 31,
2019
2018
(Dollars in millions)

Net sales
% change compared with prior period

$

835
$
(8.7 )%

915

The change in net sales compared to prior year period is attributable to the following:
For the Three
Months Ended
March 31, 2019

Volume
Price
Foreign Currency Translation

(2.3 )%
(0.9 )%
(5.5 )%
(8.7 )%

Our net sales decreased for the three months ended March 31, 2019 compared to the prior year period by $80 million or 8.7% (including a
negative impact of 5.5% due to foreign currency translation). The decrease was primarily driven by a decrease in net sales for light vehicles OEM
products of $68 million ($39 million of which was due to foreign currency translation). Commercial vehicles OEM products decreased slightly by $4
million and aftermarket products net sales decreased by $2 million.
Our light vehicles OEM product decline was primarily driven by lower diesel volumes in Europe, partially offset by higher gasoline volumes
as a result of increased turbocharger penetration in gasoline engines and new product launches. The slight decrease in net sales for commercial
vehicles is mainly driven by lower volumes in North America, partially offset by higher volumes in China. The slight decrease in aftermarket
product sales was primarily driven by a volume decrease in Europe.
Cost of Goods Sold
For the Three Months
Ended March 31,
2019
2018
(Dollars in millions)

Cost of goods sold
% change compared with prior period
Gross profit percentage

$

639
$
(9.2 )%
23.5 %

704
23.1 %

Costs of goods sold decreased in the three months ended March 31, 2019 compared to the prior year period by $65 million or approximately
9.2 percentage points primarily driven by a decrease in direct material costs and labor of approximately $50 million (primarily due to a decrease in
volume).
Gross profit percentage increased primarily due to the favorable impact of productivity (approximately 2.5 percentage points) and the
favorable impact of foreign exchange (approximately 0.7 percentage points) mainly due to the prior year period´s increased hedge losses, partially
offset by unfavorable impacts from mix and price (approximately 2.3 percentage points) and the unfavorable impacts from inflation (approximately
0.5 percentage points).
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Selling, General and Administrative Expenses
For the Three Months
Ended March 31,
2019
2018
(Dollars in millions)

Selling, general and administrative expense
% of sales

$

60 $
7.2 %

63
6.9 %

Selling, general and administrative expenses decreased by $3 million in the three months ended March 31, 2019 compared to the prior year
period. The increase in expenses as a percentage of sales was primarily due to the decrease in net sales described above.
Other Expense, Net
For the Three Months
Ended March 31,
2019
2018
(Dollars in millions)

Other expense, net
% of sales

$

19 $
2.3 %

42
4.6 %

Other expense, net decreased in the three months ended March 31, 2019 by $23 million compared to the prior year period.
Following the Spin-Off in 2018, the accounting for the majority of our asbestos-related liability payments and accounts payable reflect the
terms of the Indemnification and Reimbursement Agreement as described above in the Asbestos-Related and Environmental Liabilities section. For
the three months ended March 31, 2019, Other expense, net of $19 million was primarily driven by a $15 million expense related to legal fees
incurred in connection with the Indemnification and Reimbursement Agreement.
For the periods prior to the Spin-Off, our Consolidated and Combined Interim Financial Statements reflect an estimated liability for resolution
of pending and future asbestos-related and environmental liabilities primarily related to the Bendix legacy Honeywell business, calculated as if we
were responsible for 100% of the Bendix asbestos-liability payments. For the three months ended March 31, 2018, Other expense, net of $42 million
was primarily driven by asbestos-related charges, net of probable insurance recoveries of $41 million.
Interest Expense
For the Three Months
Ended March 31,
2019
2018
(Dollars in millions)

Interest expense

$

16 $

2

Following the Spin-Off, interest expense primarily relates to interest on our long-term debt. Prior to the Spin-Off, interest expense was
primarily related to related party notes cash pool arrangements with our Former Parent which were settled in cash prior to the Spin-Off. Interest
expense for the three months ended March 31, 2019, was $16 million, an increase of $14 million from $2 million in the prior year period. This increase
was primarily driven by interest expense related to our long-term debt of $16 million partially offset by a decrease in related party notes interest
expense of $1 million.
Non-operating expense (income)
For the Three Months
Ended March 31,
2019
2018
(Dollars in millions)

Non-operating expense (income)

$

4 $

(9 )

Non-operating expense (income) for the three months ended March 31, 2019 increased to an expense of $4 million from income of ($9) million
in the prior year period, primarily due to impacts from changes in foreign exchange, net of hedging.
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Tax Expense
For the Three Months
Ended March 31,
2019
2018
(Dollars in millions)

Tax expense (benefit)
Effective tax rate

$

24 $
25.0 %

55
49.5 %

The effective tax rate decreased for the three months ended March 31, 2019, as compared to the three months ended March 31, 2018,
primarily due to a $25 million tax expense attributable to currency impacts for withholding taxes on undistributed foreign earnings recorded during
the three months ended March 31, 2018.
The effective tax rate for the three months ended March 31, 2019 was higher than the U.S. federal statutory rate of 21% due primarily to nondeductible indemnity expenses partially offset by non-U.S. earnings taxed at lower rates.
The effective tax rate for the three months ended March 31, 2018 was higher than the U.S. federal statutory rate of 21% due primarily to nondeductible asbestos expenses and tax expense attributable to currency impacts for withholding taxes on undistributed foreign earnings, partially
offset by non-U.S. earnings taxed at lower rates.
On December 22, 2017, the U.S. enacted H.R. 1, commonly known as the Tax Cuts and Jobs Act (“Tax Act”), that instituted fundamental
changes to the taxation of multinational corporations. The Tax Act changed the taxation of foreign earnings by implementing a dividend exemption
system, expansion of the current anti-deferral rules, a minimum tax on low-taxed foreign earnings and new measures to deter base erosion. The Tax
Act also included a permanent reduction in the corporate tax rate to 21%, repeal of the corporate alternative minimum tax, expensing of capital
investment and limitation of the deduction for interest expense.
The effective tax rate can vary from quarter to quarter due to the tax impacts from the resolution of income tax audits, changes in tax laws,
employee share-based payments, internal restructurings, pension mark-to-market adjustments, and the current uncertainty regarding state taxes
including potential responses of state taxing authorities to legislative changes within the Tax Act.
Net Income
For the Three Months
Ended March 31,
2019
2018
(Dollars in millions)

Net Income (loss)

$

73 $

58

As a result of the factors described above, net income was $73 million for the three months ended March 31, 2019 as compared to net income
of $58 million for the three months ended March 31, 2018.
Non-GAAP Measures
It is management’s intent to provide non-GAAP financial information to supplement the understanding of our business operations and
performance, and it should be considered by the reader in addition to, but not instead of, the financial statements prepared in accordance with
GAAP. Each non-GAAP financial measure is presented along with the most directly comparable GAAP measure so as not to imply that more
emphasis should be placed on the non-GAAP measure. The non-GAAP financial information presented may be determined or calculated
differently by other companies and may not be comparable to other similarly titled measures used by other companies. Additionally the non-GAAP
financial measures have limitations as analytical tools and should not be considered in isolation or as a substitute for analysis of the Company’s
operating results as reported under GAAP.
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EBITDA and Adjusted EBITDA(1)
For the Three Months
Ended March 31,
2019
2018
(Dollars in millions)

Net income — GAAP
Net interest expense (income)
Tax expense
Depreciation
EBITDA (Non-GAAP)
Other operating expenses, net (which primarily
consists of indemnification, asbestos and environmental
expenses)(2)
Non-operating expense (income)(3)
Stock compensation expense(4)
Repositioning charges(5)
Foreign exchange (gain) loss on debt, net of related hedging
(gain) loss
Non-recurring Spin-Off costs(6)
Adjusted EBITDA (Non-GAAP)
(1)

$

$

73 $
15
24
19
131 $

19
—
5
1

$

—
3
159 $

58
(1 )
55
18
130

42
(4 )
7
2
—
—
177

We evaluate performance on the basis of EBITDA and Adjusted EBITDA. We define “EBITDA” as our net income (loss) calculated in
accordance with U.S. GAAP, plus the sum of net interest expense (income), tax expense and depreciation. We define “Adjusted EBITDA” as
EBITDA, plus the sum of non-operating expense (income), other expenses, net (which primarily consists of indemnification, asbestos and
environmental expenses), stock compensation expense, repositioning charges, foreign exchange gain (loss) on debt, net of related hedging
(gain) loss and non-recurring Spin-Off costs. We believe that EBITDA and Adjusted EBITDA are important indicators of operating
performance and provide useful information for investors because:
o
EBITDA and Adjusted EBITDA exclude the effects of income taxes, as well as the effects of financing and investing activities by
eliminating the effects of interest and depreciation expenses and therefore more closely measure our operational performance; and
o
certain adjustment items, while periodically affecting our results, may vary significantly from period to period and have
disproportionate effect in a given period, which affects comparability of our results.

In addition, our management may use Adjusted EBITDA in setting performance incentive targets in order to align performance measurement
with operational performance.
(2)

(3)
(4)
(5)
(6)

For periods prior to the Spin-Off, we reflect an estimated liability for resolution of pending and future asbestos related and environmental
liabilities primarily related to the Bendix legacy Honeywell business, calculated as if we were responsible for 100% of the Bendix asbestosliability payments. We recognized a liability for any asbestos related contingency that was probable of occurrence and reasonably estimable.
In connection with the recognition of liabilities for asbestos-related matters, we recorded asbestos-related insurance recoveries that are
deemed probable. In periods subsequent to the Spin-Off, the accounting for the majority of our asbestos-related liability payments and
accounts payable reflect the terms of the Indemnification and Reimbursement Agreement with Honeywell entered into on September 12, 2018,
under which we are required to make payments to Honeywell in amounts equal to 90% of Honeywell’s asbestos-related liability payments
and accounts payable, primarily related to the Bendix business in the United States, as well as certain environmental-related liability
payments and accounts payable and non-United States asbestos-related liability payments and accounts payable, in each case related to
legacy elements of the Business, including the legal costs of defending and resolving such liabilities, less 90% of Honeywell’s net insurance
receipts and, as may be applicable, certain other recoveries associated with such liabilities. See Note 17, Commitments and Contingencies of
Notes to the Consolidated and Combined Interim Financial Statements.
Non-operating expense (income) adjustment excludes net interest (income), the non-service components of pension expense, equity income
of affiliates, and the impact of foreign exchange.
Stock compensation expense adjustment includes only non-cash expenses.
Repositioning charges adjustment primarily includes severance costs related to restructuring projects to improve future productivity.
Non-recurring Spin-Off costs primarily include one-time costs incurred for the set-up of the IT, Legal, Finance, Communications and Human
Resources functions after the Spin-Off from Honeywell on October 1, 2018.

Adjusted EBITDA (Non-GAAP) decreased by $18 million for the three months ended March 31, 2019 compared to the prior year period. The
decrease was primarily due to unfavorable impacts of mix and price ($15 million), volume ($10 million), foreign exchange including prior year´s
hedge losses ($8 million), and inflation ($6 million), partially offset by the favorable impact of productivity ($21 million).
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Adjusted earnings per common share — diluted(1)
For the Three Months
Ended March 31,
2019
2018
(Dollars in millions
except per share amounts)

_

Net income (loss) — GAAP
Tax special items(2)
Adjusted net income (Non-GAAP)

$
$

Weighted average common shares outstanding
Basic
Diluted

74,229,627
75,379,228

Earnings (losses) per common share — diluted (GAAP)
Net impact of adjustments per common share — diluted
Adjusted earnings per common share — diluted
(Non-GAAP)
(1)

(2)

73 $
—
73 $

58
25
83

74,070,852
74,070,852

$

0.97 $
—

0.78
0.34

$

0.97 $

1.12

Adjusted earnings per common share — diluted is a non-GAAP financial measure of the Company’s diluted Earnings (losses) per common
share adjusted for the impact of tax special items as described below. The measure provides investors with useful information to evaluate
performance of our business excluding tax items not indicative of the underlying performance of the business.
For the three months ended March 31, 2019, there were no Tax special items. For three months ended March 31, 2018, Tax special items
consisted of a tax expense of $25 million resulting from internal restructuring in preparation for the Spin-Off.

Cash flow from operations less Expenditures for property, plant and equipment(1)
For the Three Months
Ended March 31,
2019
2018
(Dollars in millions)

Net cash provided by operating activities — GAAP
Expenditures for property, plant and equipment
Cash flow from operations less Expenditures for property,
plant and equipment (Non-GAAP)
(1)

36
(21 )
$

15 $

12
(28 )
(16 )

Cash flow from operations less Expenditures for property, plant and equipment is a non-GAAP financial measure that reflects an additional
way of viewing our liquidity that, when viewed with our GAAP results, provides a supplemental understanding of factors and trends
affecting our cash flows. Cash flow from operations less Expenditures for property, plant and equipment is calculated by subtracting
Expenditures for property, plant and equipment from Net cash provided by (used for) operating activities. We believe it is a more
conservative measure of cash flow, and therefore useful to investors, because purchases of fixed assets are necessary for ongoing
operations. We believe it is important to view Cash flow from operations less Expenditures for property, plant and equipment as a
supplement to our Consolidated and Combined Statements of Cash Flows.

Cash flow from operations less Expenditures for property, plant and equipment (Non-GAAP) increased by $31 million for the three months
ended March 31, 2019 compared to the prior year period, primarily due to an increase period over period in net income before the impact of foreign
exchange of $30 million. Additionally, expenditures for property, plant and equipment decreased period over period by $7 million.
Liquidity and Capital Resources
Liquidity prior to the Spin-Off
Prior to the Spin-Off, we generated positive cash flows from operations.
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Honeywell Central Treasury Function
As part of the Former Parent, we were dependent upon Honeywell for all of its working capital and financing requirements. Honeywell uses
a centralized approach to cash management and financing of its operations. The majority of the Business’s cash was transferred to Honeywell
daily and Honeywell funded its operating and investing activities as needed. This arrangement is not reflective of the manner in which the
Business would have been able to finance its operations had it been a stand-alone business separate from Honeywell during the periods
presented. Cash transfers to and from Honeywell’s cash management accounts are reflected within Invested deficit.
All intracompany transactions have been eliminated. In the Consolidated and Combined Statements of Cash Flows, the cash flows related to
related party notes receivables are reflected as investing activities since these balances represent amounts loaned to Former Parent. The cash
flows related to related party notes payables are reflected as financing activities since these balances represent amounts financed by Former
Parent. Following the Spin-Off, Honeywell is no longer considered a related party.
For the three months ended March 31, 2018, we received interest income for related party notes receivables of less than $1 million and
incurred interest expense for related party notes payable of $1 million.
Senior Credit Facilities
On September 27, 2018, we entered into a Credit Agreement, by and among us, Garrett LX I S.à r.l., Garrett LX II S.à r.l. (“Lux Guarantor”),
Garrett LX III S.à r.l. (“Lux Borrower”), Garrett Borrowing LLC (in such capacity, the “US Co-Borrower”), and Honeywell Technologies Sàrl (“Swiss
Borrower” and, together with Lux Borrower and US Co-Borrower, the “Borrowers”), the lenders and issuing banks party thereto and JPMorgan
Chase Bank, N.A., as administrative agent (the “Credit Agreement”).
The Credit Agreement provides for senior secured financing of approximately the Euro equivalent of $1,254 million, consisting of (i) a sevenyear senior secured first-lien term B loan facility, which consists of a tranche denominated in Euro of €375 million and a tranche denominated in
U.S. Dollars of $425 million (the “Term B Facility”), (ii) five-year senior secured first-lien term A loan facility in an aggregate principal amount of
€330 million (the “Term A Facility” and, together with the Term B Facility, the “Term Loan Facilities”) and (iii) a five-year senior secured first-lien
revolving credit facility in an aggregate principal amount of €430 million with revolving loans to Swiss Borrower, to be made available in a number
of currencies including Australian Dollars, Euros, Pounds Sterling, Swiss Francs, U.S. Dollars and Yen (the “Revolving Facility” and, together with
the Term Loan Facilities, the “Senior Credit Facilities”). Each of the Revolving Facility and the Term A Facility matures five years after the effective
date of the Credit Agreement, in each case with certain extension rights in the discretion of each lender. The Term B Facility matures seven years
after the effective date of the Credit Agreement, with certain extension rights in the discretion of each lender.
The Senior Credit Facilities are subject to an interest rate, at our option, of either (a) base rate determined by reference to the highest of (1)
the rate of interest last quoted by The Wall Street Journal as the “prime rate” in the United States, (2) the greater of the federal funds effective rate
and the overnight bank funding rate, plus 0.5% and (3) the one month adjusted LIBOR rate, plus 1% per annum (“ABR”), (b) an adjusted LIBOR
rate (“LIBOR”) (which shall not be less than zero), or (c) an adjusted EURIBOR rate (“EURIBOR”) (which shall not be less than zero), in each case,
plus an applicable margin. The applicable margin for the U.S. Dollar tranche of the Term B Facility is currently 2.50% per annum (for LIBOR loans)
and 1.50% per annum (for ABR loans) while that for the euro tranche of the Term B Facility is currently 2.75% per annum (for EURIBOR loans). The
applicable margin for each of the Term A Facility and the Revolving Credit Facility varies based on our leverage ratio. Accordingly, the interest
rates for the Senior Credit Facilities will fluctuate during the term of the Credit Agreement based on changes in the ABR, LIBOR, EURIBOR or
future changes in our leverage ratio. Interest payments with respect to the Term Loan Facilities are required either on a quarterly basis (for ABR
loans) or at the end of each interest period (for LIBOR and EURIBOR loans) or, if the duration of the applicable interest period exceeds three
months, then every three months.
We are obligated to make quarterly principal payments throughout the term of the Term Loan Facilities according to the amortization
provisions in the Credit Agreement. Borrowings under the Credit Agreement are prepayable at our option without premium or penalty, subject to a
1.00% prepayment premium in connection with any repricing transaction with respect to the Term B Facility in the first six months after the
effective date of the Credit Agreement. We may request to extend the maturity date of all or a portion of the Senior Credit Facilities subject to
certain conditions customary for financings of this type. The Credit Agreement also contains certain mandatory prepayment provisions in the
event that we incur certain types of indebtedness or receive net cash proceeds from certain non-ordinary course asset sales or other dispositions
of property, in each case subject to terms and conditions customary for financings of this type.
The Credit Agreement contains certain affirmative and negative covenants customary for financings of this type that, among other things,
limit our and our subsidiaries’ ability to incur additional indebtedness or liens, to dispose of assets, to make certain fundamental changes, to enter
into restrictive agreements, to make certain investments, loans, advances, guarantees and acquisitions, to prepay certain indebtedness and to pay
dividends, to make other distributions or redemptions/ repurchases, in respect of the our and
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our subsidiaries’ equity interests, to engage in transactions with affiliates, amend certain material documents or to permit the International
Financial Reporting Standards equity amount of Lux Borrower to decrease below a certain amount. The Credit Agreement also contains financial
covenants requiring the maintenance of a consolidated total leverage ratio of not greater than 4.25 to 1.00 (with step-downs to (i) 4.00 to 1.00 in
approximately 2019, (ii) 3.75 to 1.00 in approximately 2020 and (iii) 3.50 to 1.00 in approximately 2021), and a consolidated interest coverage ratio of
not less than 2.75 to 1.00. We were in compliance with our financial covenants as of March 31, 2019.
Senior Notes
On September 27, 2018, we completed the offering of €350 million (approximately $400 million) in aggregate principal amount of 5.125% senior
notes due 2026 (the “Senior Notes”). The Senior Notes bear interest at a fixed annual interest rate of 5.125% and mature on October 15, 2026.
The Senior Notes were issued pursuant to an Indenture, dated September 27, 2018 (the “Indenture”), which, among other things and subject
to certain limitations and exceptions, limits our ability and the ability of our restricted subsidiaries to: (i) incur, assume or guarantee additional
indebtedness or issue certain disqualified equity interests and preferred shares, (ii) pay dividends or distributions on, or redeem or repurchase,
capital stock and make other restricted payments, (iii) make investments, (iv) consummate certain asset sales or transfers, (v) engage in certain
transactions with affiliates, (vi) grant or assume certain liens on assets to secure debt unless the notes are secured equally and ratably (vii) restrict
dividends and other payments by certain of their subsidiaries and (vii) consolidate, merge, sell or otherwise dispose of all or substantially all of our
or our restricted subsidiaries’ assets.
Liquidity following the Spin-Off
Following the Spin-Off, a treasury team was appointed and cash management structures were implemented, in order to manage the
Company’s liquidity centrally and concentrate excess cash.
Our capital structure and sources of liquidity have changed from our historical capital structure because we no longer participate in our
Former Parent’s centralized cash management program. We expect that our primary cash requirements in the remainder of 2019 will primarily be to
fund operating activities, working capital, and capital expenditures, and to meet our obligations under the debt instruments and the Indemnification
and Reimbursement Agreement described below, as well as the Tax Matters Agreement. In addition, we engage in repurchases of our debt and
equity securities from time to time. We believe we will meet our known or reasonably likely future cash requirements through the combination of
cash flows from operating activities, available cash balances and available borrowings through our debt agreements. If these sources of liquidity
need to be augmented, additional cash requirements would likely be financed through the issuance of debt or equity securities; however, there can
be no assurances that we will be able to obtain additional debt or equity financing on acceptable terms in the future. Based upon our history of
generating strong cash flows, we believe we will be able to meet our short-term liquidity needs for at least the next twelve months.
Indemnification and Reimbursement Agreement
On September 12, 2018, we entered into the Indemnification and Reimbursement Agreement, under which we are required to make certain
payments to Honeywell in amounts equal to 90% of Honeywell’s asbestos-related liability payments and accounts payable, primarily related to the
Bendix business in the United States, as well as certain environmental-related liability payments and accounts payable and non-United States
asbestos-related liability payments and accounts payable, in each case related to legacy elements of the Business, including the legal costs of
defending and resolving such liabilities, less 90% of Honeywell’s net insurance receipts and, as may be applicable, certain other recoveries
associated with such liabilities. Pursuant to the terms of the Indemnification and Reimbursement Agreement, we are responsible for paying to
Honeywell such amounts, up to a cap of an amount equal to the Distribution Date Currency Exchange Rate (1.16977 USD = 1 EUR) equivalent of
$175 million (exclusive of any late payment fees) in respect of such liabilities arising in any given calendar year. This Indemnification and
Reimbursement Agreement may have material adverse effects on our liquidity and cash flows and on our results of operations, regardless of
whether we experience a decline in net sales. See “We are subject to risks associated with the Indemnification and Reimbursement Agreement,
pursuant to which we are required to make substantial cash payments to Honeywell, measured in substantial part by reference to estimates by
Honeywell of certain of its liabilities.” In addition, the payments that we are required to make to Honeywell pursuant to the terms of the
Indemnification and Reimbursement Agreement will not be deductible for U.S. federal income tax purposes. The Indemnification and
Reimbursement Agreement provides that the agreement will terminate upon the earlier of (x) December 31, 2048 or (y) December 31st of the third
consecutive year during which certain amounts owed to Honeywell during each such year were less than $25 million as converted into Euros in
accordance with the terms of the agreement.
During the first quarter of 2019, we paid $38 million to Honeywell in connection with the Indemnification and Reimbursement Agreement.
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Tax Matters Agreement
On September 12, 2018, we entered into a Tax Matters Agreement with Honeywell (the “Tax Matters Agreement”), which governs the
respective rights, responsibilities and obligations of Honeywell and us after the Spin-Off with respect to all tax matters (including tax liabilities, tax
attributes, tax returns and tax contests).
The Tax Matters Agreement generally provides that, following the Spin-Off date of October 1, 2018, we are responsible and will indemnify
Honeywell for all taxes, including income taxes, sales taxes, VAT and payroll taxes, relating to Garrett for all periods, including periods prior to the
completion date of the Spin-Off. Among other items, as a result of the mandatory transition tax imposed by the Tax Cuts and Jobs Act, one of our
subsidiaries is required to make payments to a subsidiary of Honeywell in the amount representing the net tax liability of Honeywell under the
mandatory transition tax attributable to us, as determined by Honeywell. We currently estimate that our aggregate payments to Honeywell with
respect to the mandatory transition tax will be $240 million. Under the terms of the Tax Matters Agreement, we are required to pay this amount in
Euros, without interest, in five annual installments, each equal to 8% of the aggregate amount, followed by three additional annual installments
equal to 15%, 20% and 25% of the aggregate amount, respectively. Following the Spin-Off in October of 2018, we paid our first annual installment
in that month. Subsequently, our annual installments will be paid in April of each year. On April 1, 2019, we paid our second annual installment of
the Euro-equivalent of $18 million.
In addition, the Tax Matters Agreement addresses the allocation of liability for taxes incurred as a result of restructuring activities
undertaken to effectuate the Spin-Off. The Tax Matters Agreement also provides that we are required to indemnify Honeywell for certain taxes
(and reasonable expenses) resulting from the failure of the Spin-Off and related internal transactions to qualify for their intended tax treatment
under U.S. federal, state and local income tax law, as well as foreign tax law. Further, the Tax Matters Agreement also imposes certain restrictions
on us and our subsidiaries (including restrictions on share issuances, redemptions or repurchases, business combinations, sales of assets and
similar transactions) that are designed to address compliance with Section 355 of the Internal Revenue Code of 1986, as amended, and are intended
to preserve the tax-free nature of the Spin-Off.
Cash Flow Summary
For the Three Months
Ended March 31,
2019
2018
(Dollars in millions)

Cash provided by (used for):
Operating activities
Investing activities
Financing activities
Effect of exchange rate changes on cash
Net increase in cash and cash equivalents

$

36
(20 )
(5 )
—
11 $

12
155
(163 )
7
11

Cash provided by operating activities increased by $24 million for the three months ended March 31, 2019 versus the prior year period,
primarily due to an increase in net income before the impact of foreign exchange of $30 million.
Cash provided by investing activities decreased by $175 million for the three months ended March 31, 2019 versus the prior year period,
primarily due to unfavorable net cash impacts from marketable securities investment activities period over period of $181 million.
Cash used for financing activities decreased by $158 million for the three months ended March 31, 2019 versus the prior year period. The
change was primarily due to payments for related party notes payable of $493 million and net changes to cash pooling and short-term notes of
$482 million during the three months ended March 31, 2018 that did not recur in the three months ended March 31, 2019. This was partially offset
by the unfavorable impact of $812 million related to the net increase in Invested deficit during the three months ended March 31, 2018.
Seasonality
Our business is moderately seasonal. Our primary North American customers historically reduce production during the month of July and
halt operations for approximately one week in December; our European customers generally reduce production during the months of July and
August and for one week in December; and our Chinese customers often reduce production during the period surrounding the Chinese New Year.
Shut-down periods in the rest of the world generally vary by country. In addition, automotive production is traditionally reduced in the months of
July, August and September due to the launch of parts production for new vehicle models. Accordingly, our results reflect this seasonality. Our
sales predictability in the short term might also be impacted by sudden changes in customer demand, driven by our OEM customers’ supply chain
management.
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We also experience seasonality in cash flow, as a relatively small portion of our full year cash flow is typically generated in the first quarter
of the year and a relatively large portion in the last quarter. This seasonality in cash flow is mostly caused by timing of supplier payments for
capital expenditures, changes in working capital balances related to the sales seasonality discussed above, and the impact of incentive payments
to management. Additionally, tax payments are due based on jurisdictional requirements which vary in timing throughout the year.
Contractual Obligations and Probable Liability Payments
There have been no material changes to our contractual obligations from those described in our 2018 Form 10-K.
Capital Expenditures
We believe our capital spending in recent years has been sufficient to maintain efficient production capacity, to implement important
product and process redesigns and to expand capacity to meet increased demand. Productivity projects have freed up capacity in our
manufacturing facilities and are expected to continue to do so. We expect to continue investing to expand and modernize our existing facilities and
invest in our facilities to create capacity for new product development.
Off-Balance Sheet Arrangements
We do not engage in any off-balance sheet financial arrangements that have or are reasonably likely to have a material current or future
effect on our financial condition, changes in financial condition, revenues or expenses, results of operations, liquidity, capital expenditures or
capital resources.
Critical Accounting Policies
The preparation of our Consolidated and Combined Interim Financial Statements in accordance with generally accepted accounting
principles is based on the selection and application of accounting policies that require us to make significant estimates and assumptions about the
effects of matters that are inherently uncertain. Actual results could differ from our estimates and assumptions, and any such differences could be
material to our financial statements. Our critical accounting policies are summarized in the “Management’s Discussion and Analysis of Financial
Condition and Results of Operations” section of our 2018 Form 10-K. As of March 31, 2019, there were no significant changes to any of our critical
accounting policies.
Recent Accounting Pronouncements
See Note 2 Summary of Significant Accounting Policies of the Notes to Consolidated and Combined Interim Financial Statements for further
discussion of recent accounting pronouncements.
Other Matters
Litigation and Environmental Matters
See Note 17 Commitments and Contingencies of the Notes to the Consolidated and Combined Interim Financial Statements for a discussion
of environmental, asbestos and other litigation matters.
Item 3. Quantitative and Qualitative Disclosures About Market Risk.
For a discussion of the Company’s quantitative and qualitative disclosures about market risks, see Item 7A. Quantitative and Qualitative
Disclosures About Market Risks, in our Annual Report on Form 10-K for the year ended December 31, 2018. As of March 31, 2019, there have
been no material changes in this information.
Item 4. Controls and Procedures.
In designing and evaluating our disclosure controls and procedures, management recognizes that any controls and procedures, no matter
how well designed and operated, can provide only reasonable assurance of achieving the desired control objectives. In addition, the design of
disclosure controls and procedures must reflect the fact that there are resource constraints and that management is required to apply judgment in
evaluating the benefits of possible controls and procedures relative to their costs.
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As previously disclosed, in the course of preparing our 2018 Form 10-K and our Consolidated and Combined Financial Statements for the
year ended December 31, 2018, our management determined that there was a material weakness in our internal control over financial reporting
relating to the supporting evidence for our liability to Honeywell under the Indemnification and Reimbursement Agreement. Specifically, we were
unable to independently verify the accuracy of certain information Honeywell provided to us that we used to calculate the amount of our
Indemnification Liability, including information provided in Honeywell's actuary report and the amounts of settlement values and insurance
receivables. For example, Honeywell did not provide us with sufficient information to make an independent assessment of the probable outcome of
the underlying asbestos proceedings and whether certain insurance receivables are recoverable. This material weakness has not yet been
remediated.
Our management, with the participation of our Chief Executive Officer and Chief Financial Officer, evaluated, as of March 31, 2019, the
effectiveness of our disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) under the Exchange Act). Our Chief Executive
Officer and Chief Financial Officer concluded that, as of March 31, 2019, our disclosure controls and procedures were not effective at the
reasonable assurance level as a result of the material weakness in our internal control over financial reporting relating to the supporting evidence
for our liability under the Indemnification and Reimbursement Agreement described above.
Our management is committed to maintaining a strong internal control environment. In response to the identified material weakness, our
management, with the oversight of the Audit Committee of the Board of Directors and in consultation with our outside advisors, has taken steps to
remediate the material weakness by working to obtain additional information about the Indemnification Liability through a dialogue and iterative
process with Honeywell.
There were no changes in the Company’s internal control over financial reporting that occurred during the quarter ended March 31, 2019
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.
We are involved in various lawsuits, claims and proceedings incident to the operation of our businesses, including those pertaining to
product liability, product safety, environmental, safety and health, intellectual property, employment, commercial and contractual matters and
various other matters. Although the outcome of any such lawsuit, claim or proceeding cannot be predicted with certainty and some may be
disposed of unfavorably to us, we do not currently believe that such lawsuits, claims or proceedings will have a material adverse effect on our
financial position, results of operations or cash flows. We accrue for potential liabilities in a manner consistent with accounting principles
generally accepted in the United States. Accordingly, we accrue for a liability when it is probable that a liability has been incurred and the amount
of the liability is reasonably estimable.
Additionally, in connection with our entry into the Indemnification and Reimbursement Agreement, we will be required to make payments to
Honeywell for a certain amount of Honeywell’s asbestos-related liability payments and accounts payable, primarily related to the Bendix business
in the United States, as well as certain environmental-related liability payments and accounts payable and non-United States asbestos-related
liability payments and accounts payable, in each case related to legacy elements of the Business, including the legal costs of defending and
resolving such liabilities, less 90% of Honeywell’s net insurance receipts and, as may be applicable, certain other recoveries associated with such
liabilities.
Item 1A. Risk Factors.
In addition to the other information set forth in this report, you should carefully consider the factors discussed under “Risk Factors” in our
2018 Form 10-K. These factors could materially adversely affect our business, financial condition, liquidity, results of operations and capital
position, and could cause our actual results to differ materially from our historical results or the results contemplated by any forward-looking
statements contained in this report. There have been no material changes in the risks affecting the Company since the filing of our 2018 Form 10-K.
Item 2. Unregistered Sales of Equity Securities and Use of Proceeds.
None.
Item 3. Defaults Upon Senior Securities.
None.
Item 4. Mine Safety Disclosures.
Not applicable.
Item 5. Other Information.
None.
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Item 6. Exhibits.
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Number
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101.CAL
101.DEF
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Incorporated by Reference
Filing
File No.
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Date
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Form

Indemnification and Reimbursement Agreement, dated September 12,
2018, by and among Honeywell ASASCO Inc., Honeywell ASASCO 2
Inc., and Honeywell International Inc.
Tax Matters Agreement, dated September 12, 2018, by and between
Honeywell International Inc., Garrett Motion Inc., and, solely for
purposes of Section 3.02(g), 5.05 and 6.13(b), Honeywell ASASCO Inc.
and Honeywell ASASCO 2 Inc.
Separation and Distribution Agreement, dated September 27, 2018,
between Honeywell and Garrett
Transition Services Agreement, dated September 27, 2018, between
Honeywell and Garrett Transportation I Inc.
Employee Matters Agreement, dated September 27, 2018, between
Honeywell and Garrett
Intellectual Property Agreement, dated September 27, 2018, between
Honeywell and Garrett
Trademark License Agreement, dated September 27, 2018, between
Honeywell and Garrett
Amended and Restated Certificate of Incorporation of Garrett Motion
Inc.
Amended and Restated By-laws of Garrett Motion Inc.
Indenture, dated as of September 27, 2018, between Garrett LX I S.à r.l,
Garrett Borrowing LLC, the Company, the guarantors named therein,
Deutsche Trustee Company Limited, as Trustee, Deutsche Bank AG,
London Branch, as Security Agent and Paying Agent, and Deutsche
Bank Luxembourg S.A., as Registrar and Transfer Agent
Certification of Principal Executive Officer Pursuant to Rules 13a-14(a)
and 15d-14(a) under the Securities Exchange Act of 1934, as Adopted
Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.
Certification of Principal Financial Officer Pursuant to Rules 13a-14(a)
and 15d-14(a) under the Securities Exchange Act of 1934, as Adopted
Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.
Certification of Principal Executive Officer Pursuant to 18 U.S.C. Section
1350, as Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of
2002.
Certification of Principal Financial Officer Pursuant to 18 U.S.C. Section
1350, as Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of
2002.
XBRL Instance Document
XBRL Taxonomy Extension Schema Document
XBRL Taxonomy Extension Calculation Linkbase Document
XBRL Taxonomy Extension Definition Linkbase Document
XBRL Taxonomy Extension Label Linkbase Document
XBRL Taxonomy Extension Presentation Linkbase Document
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8-K

001-38636
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Certain schedules (and similar attachments) to these exhibits have been omitted pursuant to Item 601(b)(2) of Regulation S-K. The Company
hereby undertakes to furnish copies of any of the omitted schedules and similar attachments upon request by the SEC.
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SIGNATURES
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.
Garrett Motion Inc.
Date: May 7, 2019

By:

/s/ Olivier Rabiller
Olivier Rabiller
President and Chief Executive Officer

Date: May 7, 2019

By:

/s/ Alessandro Gili
Alessandro Gili
Senior Vice President and Chief Financial Officer
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Section 2: EX-31.1 (EX-31.1)
Exhibit 31.1
CERTIFICATION
I, Olivier Rabiller, certify that:
1.

I have reviewed this Quarterly Report on Form 10-Q of Garrett Motion Inc.;

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to
make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period
covered by this report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects
the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4.

The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e)) for the registrant and have:

5.

(a)

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us
by others within those entities, particularly during the period in which this report is being prepared;

(b)

[omitted];

(c)

Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about
the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such
evaluation; and

(d)

Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s
most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is
reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting,

to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

(a)

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

(b)

Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s
internal control over financial reporting.

Date: May 7, 2019

By:

/s/ Olivier Rabiller
Olivier Rabiller
President and Chief Executive Officer
(principal executive officer)
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Section 3: EX-31.2 (EX-31.2)
Exhibit 31.2
CERTIFICATION
I, Alessandro Gili, certify that:
1.

I have reviewed this Quarterly Report on Form 10-Q of Garrett Motion Inc.;

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to
make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period
covered by this report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects
the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4.

The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e)) for the registrant and have:

5.

(a)

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us
by others within those entities, particularly during the period in which this report is being prepared;

(b)

[omitted];

(c)

Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about
the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such
evaluation; and

(d)

Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s
most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is
reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting,
to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

(a)

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

(b)

Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s
internal control over financial reporting.

Date: May 7, 2019

By:

/s/ Alessandro Gili
Alessandro Gili
Senior Vice President and Chief Financial Officer
(principal financial officer)
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Section 4: EX-32.1 (EX-32.1)
Exhibit 32.1
CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
In connection with the Quarterly Report on Form 10-Q of Garrett Motion Inc. (the “Company”) for the period ended March 31, 2019 as filed
with the Securities and Exchange Commission on the date hereof (the “Report”), I certify, pursuant to 18 U.S.C. § 1350, as adopted pursuant to §
906 of the Sarbanes-Oxley Act of 2002, that:
(1)

The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2)

The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the
Company.

Date: May 7, 2019

By:

/s/ Olivier Rabiller
Olivier Rabiller
President and Chief Executive Officer
(principal executive officer)

(Back To Top)

Section 5: EX-32.2 (EX-32.2)
Exhibit 32.2
CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
In connection with the Quarterly Report on Form 10-Q of Garrett Motion Inc. (the “Company”) for the period ended March 31, 2019 as filed
with the Securities and Exchange Commission on the date hereof (the “Report”), I certify, pursuant to 18 U.S.C. § 1350, as adopted pursuant to §
906 of the Sarbanes-Oxley Act of 2002, that:
(1)

The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2)

The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the
Company.

Date: May 7, 2019

(Back To Top)

By:

/s/ Alessandro Gili
Alessandro Gili
Senior Vice President and Chief Financial Officer
(principal financial officer)

