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Paul Blalock, Vice President Investor Relations:   
Good day and welcome everyone. Thank you for joining the Garrett Motion first quarter 2021 conference call. 
My name is Paul Blalock and I am Garrett’s Vice President of Investor Relations.  
 
Before we begin, I would like to mention that today’s presentation and press release are available on the 
Garrett Motion website at www.garrettmotion.com where you will also find links to our SEC filings, along with 
other important information about our company.   
 
The purpose of today’s call is to review our first quarter results and highlight the main aspects related to our 
emergence. As we announced last week, Garrett expects to complete its reorganization under Chapter 11 as 
early as tomorrow and, as Olivier will share with you in a few moments, Garrett also expects to list its 
common stock on Nasdaq following emergence. Given however the company has not yet emerged, we will 
not be taking questions on today’s call. We intend to return to our normal customary earnings call cadence 
and structure following emergence with the release of our second quarter results in late July. 
 



 

 

 

 
 
Turning to Slide 2, we note that this presentation contains forward-looking statements within the meaning of 
the Securities Exchange Act. We encourage you to read the risk factors contained in our filings with the SEC, 
become aware of the risks and uncertainties in our business, and understand that forward-looking statements 
are only estimates of future performance, and should be taken as such. The forward-looking statements 
represent management’s expectations only as of today and the Company disclaims any obligation to update 
them. 
  
Today’s presentation also includes non-GAAP measures to describe the way in which we manage and 
operate our business. We reconcile each of these measures to the most directly comparable GAAP measure, 
and you are encouraged to examine those reconciliations which are found in the Appendix to both the press 
release and the slide presentation.  
  
Also, in today’s presentation and comments, we may refer to light vehicle diesel and light vehicle gasoline 
products by using the terms diesel and gasoline only.    
 
With us today is Olivier Rabiller, Garrett’s President and Chief Executive Officer and Sean Deason, Garrett’s 
Senior Vice President and Chief Financial Officer. 
 
I will now hand it over to Olivier.  
 
  



 

 

 

 
 
Olivier Rabiller, President and Chief Executive Officer:  
Thanks Paul, and welcome everyone to Garrett’s first quarter 2021 conference call. It’s great to be back!  
 
As you may know, we entered into a voluntarily reorganization under Chapter 11 on September 20th of last 
year and, as Paul mentioned, we currently expect to emerge as early as tomorrow.  
 
I would like to express my gratitude to all of our employees around the world for their hard work and 
dedication during this process, ensuring our business continued to run without interruption while providing 
consistent, high-quality service that has become a hallmark of Garrett. I also thank our customers, suppliers 
and other key partners for their continued cooperation and support. 
 
Throughout this 7-month restructuring process, I am pleased to report Garrett has maintained a high level of 
performance from both an operational and financial perspective in a record level production environment 
challenged by supply chain constraints. This is testament to the operational excellence and the commercial 
position that the company has established over the last years.  
 
While Sean will discuss our Q1 results in more detail, I note that in the first quarter we generated net sales of 
$997 million, slightly short of $1 billion. This amount is nearly identical to our record net sales performance in 
Q4 2020 of $1 billion and represents an increase of 33.8% from the first quarter of 2020. At constant 
currency, our Q1 net sales increased year-over-year by 25.6%, outpacing global auto production by a full 15 
percentage points. For the first quarter, we increased production volumes by 30% to 3.8 million units.  
 
Garrett’s significant outperformance in the quarter reflects two key market trends:  
 
First, we have experienced increasing demand for our differentiated technologies, especially in China where 
volumes have rebounded significantly since reaching an historic low in the first quarter of 2020 due to the 
COVID-19 pandemic.  
 
And second, we continue to achieve share-of-demand gains. Our ongoing success in receiving new business 
awards in both our core and new businesses, combined with our demanding schedule of new product 
launches, support our long-term operational profile.  



 

 

 

 
Importantly, while we have maintained our strong sales momentum in Q1, we achieved notable progress in 
our conversion.  
 
In Q1, our Adjusted EBITDA, which excludes reorganization items related to the Chapter 11 filing, increased 
63% to $176 million for a margin of 17.7%. This represents a 290 basis-point improvement compared to Q4 
2020 and a 320 basis-point improvement from Q1 2020.  
 
This significant improvement in our conversion also led to robust adjusted free cash flow, which similarly 
excludes reorganization items related to the Chapter 11 filing. For the first quarter, we reported adjusted free 
cash flow of $162 million, a substantial increase compared to $58 million in Q1 2020. 
 
Overall, we are very encouraged by our strong start to 2021. However, we realize various challenges and 
uncertainties remain.  
 
We continue to monitor the potential impact of global supply chain issues related to the semiconductor 
microchip shortage and materials cost inflation, and obviously to a lesser extent the blockage of the Suez 
Canal. These more recent challenges are in addition to the ongoing global pandemic, which very much 
remains a concern – particularly in India.  
 
Meanwhile, we are constantly navigating a dynamic and competitive landscape with an increasing emphasis 
on electrification and connectivity across our industry.  
 
At Garrett, we continue to introduce new and differentiated technologies to the market that enhance our 
portfolio and strengthen our long-term customer relationships, effectively demonstrating our unique in-house 
advanced engineering capabilities and strong product pipeline.  
 
I will discuss our expanding technology portfolio and R&DE efforts in more detail later on this call.  
 
In respect to our emergence, as we have stated from the onset, we believe our restructuring was necessary in 
order to address the capital structure of the company. We took decisive and timely action to preserve and 
strengthen Garrett’s long-term competitive position and enhance its ability to cope with any meaningful 
challenges at the macro level, including a pandemic.  
 
While our global operating platform, integrated supply base model, and variable cost structure all stood on 
high ground, our balance sheet was substandard by comparison, and this became more evident when 
confronting the global COVID-19 crisis.   
 
We believe our financial restructuring provides Garrett with greater access to resources and greater strategic 
and financial flexibility that will have an immediate and long-term impact on our business.   
 
First, we expect to emerge on Day 1 with a significant reduction in future liabilities and payment obligations as 
well as an improved maturity profile.  
 
Second, this process is expected to enable Garrett to significantly increase its operational and financial 
flexibility going forward as we eliminated materially restrictive covenants in addition to improving our balance 
sheet.   
 
And third, we believe our new capital structure will better enable Garrett to pursue both organic and inorganic 
growth opportunities as we continue to invest in differentiated turbo, electrification, and connected vehicle 
technologies.  



 

 

 

 
 
Turning to Slide 4, we provide some additional highlights related to our reorganization.  
 
We announced last week that our Plan of Reorganization received court approval, marking the last major step 
in completing our financial restructuring process. The Plan received the overwhelming backing of all voting 
classes, including 100% of the bank lenders, 100% of the bondholders and 94% of stockholders who voted on 
the Plan. We now expect to emerge from Chapter 11 as early as tomorrow, April the 30th. 
 
With the support of our new sponsors, led by Centerbridge and Oaktree, we will remain a public company and 
expect to list our common stock on Nasdaq under the ticker GTX following emergence.  
 
For those who may not be familiar, Centerbridge and Oaktree are leading investment management firms with 
the commitment and resources to help Garrett achieve its long-term objectives. Both institutions have 
extensive experience within our industry and have built an impressive track record unlocking value on behalf 
of their portfolio companies.  
 
Over the past several months, we have formed a productive working relationship with both firms, which fully 
understand and support our mission to accelerate our technology development and continue to expand and 
deploy differentiated technologies and solutions in electrification, automotive software, and more.  
 
We look forward to capitalizing on their financial and operational sponsorship. Centerbridge and Oaktree will 
be Garrett’s two largest shareholders on an as-converted basis at emergence. 
 
As mentioned earlier, Garrett will emerge stronger with a less-levered capital structure. Our restructuring 
infused significant equity in the form of approximately $1.3 billion in new Series A Preferred Stock; and we 
have secured a $1.25 billion-equivalent term loan, alongside a new $300 million exit revolving facility.  
 
Importantly, our reorganization also settles our litigation with Honeywell and restructures the financial 
obligations under the previous indemnity agreement and mandatory transition tax. Sean will discuss in more 
detail how this settlement will enhance the visibility of future payments and improve our financial flexibility.   
 



 

 

 

Also, we announced our new, 9-member Board of Directors, who are expected to take office following 
emergence and who collectively have a wealth of experience and a wide range of relevant backgrounds. 
Daniel Ninivaggi, former CEO of Icahn Automotive Group, is expected to be appointed as the new chairman 
of the Board following emergence. I look forward to working with each of our new distinguished Board 
members in the pursuit of long-term operational excellence.  
 

 
 
On Slide 5, we provide an overview of our three-tiered growth strategy.  
 
In our core turbo business, we believe the long-term fundamentals remain sound as we continue to benefit 
from stringent global fuel economy and emissions standards. In fact, our differentiated technologies remain 
one of the most cost-effective solutions to address strict regulatory requirements without sacrificing 
performance or reliability, a top priority for our customers. As a result, many are increasing their adoption of 
turbo technologies across both internal combustion engine and hybrid powertrains, as global turbo 
penetration is expected to continue to grow at a faster rate than overall auto production. 
 
One of the main drivers behind the increasing turbo penetration rate is the growth of variable nozzle 
technology content within the LV gasoline market. Garrett pioneered VNT technology decades ago for diesel 
vehicles and we have evolved its capabilities to operate in extreme temperatures exceeding 1,000 degrees 
Celsius for mainstream gasoline programs. Earlier this year, we launched our next-generation gasoline VNT 
technology with a major global automaker, representing an industry-first for gasoline passenger vehicles at 
scale in North America. Currently, we expect approximately one third of all new gasoline turbo programs 
worldwide to feature variable geometry designs in 2025. 
 
Garrett has also built upon its longstanding expertise in turbo technologies to pioneer E-Boosting products for 
use in electrified powertrains, including hybrid and fuel cell vehicles.  
 
According to IHS, the production number of hybrid vehicles is expected to quadruple to more than 30 million 
in 2026, representing approximately one third of the total global vehicle population. It is important to note that 
our effort to lead the development of our differentiated technologies in our industry have accelerated during 
the COVID crisis. In Q1 2021, about slightly short of 40% of our RD&E spend was related to non-mechanical 
turbochargers and new technologies.   



 

 

 

 
We have discussed in the past our E-Turbo, which will be introduced for the first time at scale in Mercedes-
AMG premium hybrid vehicles. Our proprietary 48-volt and 400-volt E-Turbo integrates our own high-speed 
electric motor running at more than 200,000 RPM as well as power electronics into the turbo while providing 
energy recuperation to the vehicle’s electrical system.  
 
We expect to begin mass production of our E-Turbo in our Presov plant beginning in the fourth quarter of 
2021 with customer deliveries commencing early next year. The E-Turbo highlights Garrett’s unique expertise 
in automotive engineering and will pave the way for additional growth opportunities in electrification. This in-
house expertise has enabled us to develop the resources, skills and capabilities which will allow Garrett to 
benefit from future opportunities created as the industry transforms.   
 
Complementing this highly sophisticated technology is our E-Compressor, which electrifies the boosting 
system in combination with a turbo to augment vehicle performance while delivering greater environmental 
efficiencies. We were recently awarded a new contract with a major European-based automaker for our next-
generation E-Compressor with start of production in 2024 as we further expand our presence in the growing 
hybrid vehicle segment.  
 
In addition to the large and attractive market opportunity for hybrid vehicles globally, the use of hydrogen-
powered fuel cell vehicles continues to gain traction. In further accelerating our fuel cell compressor 
technology, we recently entered into a cooperation agreement with Shanghai-based Refire Technology, a 
leading supplier of fuel cell systems, to boost industrialization in China and help make zero-emissions 
vehicles more widely available. We are also preparing new electrification lines in our Shanghai plant for both 
hybrid and fuel cell vehicles. 
 
Beyond our differentiated E-Boosting technologies, Garrett has leveraged its extensive knowledge of vehicle 
powertrains and significant experience working closely with OEMs to offer a wide range of automotive 
software solutions. For example, following receipt of one of the industry’s first cybersecurity contracts in 2019, 
we intend to commence deployment of our intrusion detection software on schedule toward the end of the 
current second quarter.  
 
We believe Garrett’s in-house capabilities are unique and we remain committed to funding new domains by 
leveraging our advanced R&D and engineering resources. Currently, our technology pipeline consists of 
exciting opportunities that we believe have the potential to disrupt the market.  
 
For example, our Nitrogen Oxide, or NOx, sensor technology detects the smallest variation in not just NOx, 
but also nitrogen-hydrogen compounds and oxygen presence once the engine starts, enabling real-time, on-
board monitoring of emissions. We plan to prepare this technology for customer engagement and full 
industrialization by the end of this year to help OEMs meet increasingly stringent emissions targets. We are 
also encouraged by the initial developments in our electric traction drive motors, energy management 
controls, and more. 
  
With a strong technology pipeline, Garrett will enhance its ability to remain at the forefront of value-added 
innovation in an industry undergoing rapid transformation.  



 

 

 

 
 
Turning to Slide 6, we highlight some additional technologies and related production targets in our existing 
portfolio.  
 
I mentioned a moment ago Garrett’s ongoing success in growing its core turbo business while accelerating its 
Breakthrough technologies, which include first wins and launches, particularly within our E-Boosting products 
for use in hybrid vehicles.   
 
We have also made significant strides in our E-Compressor for use in hydrogen-powered passenger vehicles 
as well as commercial vehicles. Garrett has led several industry-first projects related to the E-Compressor, 
which serves as a key technology for the fuel cell vehicle system. We plan to start production of our second-
generation fuel cell E-Compressor in 2023 and are engaged in multiple other OEM projects to provide this 
technology.  
 
In terms of automotive software, our offerings cut across three domains to help manage the growing 
complexity linked to increasing vehicle connectivity and the evolving regulatory environment: 
 
I already mentioned Cybersecurity software, which detects malicious activity in real-time on the vehicle 
network and runs forensic analysis to fix vulnerabilities and help keep vehicles on the road.  
 
The second is our Advanced Diagnostics & Prognostics, which analyze intermittent faults and anomalies 
within complex vehicle systems to provide a greater understanding of a vehicle’s health in real-time. This 
enables customers to fix issues prior to a breakdown and reduce costs associated with unexpected downtime. 
We commenced pilot production of our heath management tools in Q2 2020. 
 
And third is our Advanced Controls & System Optimization. Here, Garrett provides advanced model-based 
predictive control (or MPC) technologies by integrating our very own boost control and health management 
algorithms within an existing electronic control unit to optimize performance, fuel economy, and emissions. 
Since Q1 of this year, we have been in production for our embedded MPC technology with a major global 
automaker, a company first for use in passenger vehicles at scale.  
 



 

 

 

It is important to note all of these technologies that I have just described on this slide and the previous slide 
were incubated at Garrett through one of our 5 R&D centers, 11 close-to-customer engineering centers and 5 
software hubs located around the world. It gives me great satisfaction to witness the journey of our own 
pipeline of innovations into the mainstream. It is a rigorous, multi-year process aimed at carefully developing 
our proof-of-concept opportunities. This involves multiple levels of comprehensive testing from an engineering 
and production standpoint while verifying the business case as well. Eventually, all of our strenuous efforts 
pay off as we gradually transform what started as an idea into a viable solution before introducing it to the 
masses to help address a market need.  
 
At Garrett, we have built a rich technology portfolio that is directly related to our culture of continuous 
innovation. During a time when the global automotive industry is changing at a faster rate than ever, we 
believe Garrett’s longstanding expertise in bringing transformative technologies to market has never been 
more critical. 
 
I will now turn it over to Sean to provide more color on our Q1 results. 

 
 
Sean Deason, Senior Vice President and Chief Financial Officer:  
Thanks, Olivier and welcome everyone. I will begin my remarks on Slide 7.  
 
In the first quarter, Garrett reported strong net sales growth of 33.8% on a reported basis and 25.6% at 
constant currency. Our performance for the quarter reflects higher gasoline volumes stemming from 
increased turbo penetration in gasoline engines and new product launches, especially in China.  
 
While we continue to outperform in China and elsewhere, our year-over-year comparison also reflects the 
significant impact on our operations in 2020 stemming from the COVID-19 pandemic. In Q1 of last year, 
Garrett’s manufacturing facility in Wuhan was closed for six weeks and our plant in Shanghai experienced a 
material slowdown during this time due to the pandemic. 
 
Adjusted EBITDA for Q1 2021 was up 63% to $176 million as compared to Q1 2020, which equates to an 
adjusted EBITDA margin of 17.7%. We continue to draw upon our proven track record in operational 
excellence to focus on generating higher volume leverage and adapting our variable cost structure to improve 
Garrett’s profitability. 



 

 

 

 
Our Adjusted free cash flow was $162 million, representing a 169% adjusted free cash flow conversion rate, 
which we define as adjusted free cash flow over adjusted net income. Our robust cash conversion was 
positively impacted by strong working capital, which I will discuss more on a later slide.  
 
Lastly, we reported Adjusted Net Income, which excludes reorganization items, unhedged debt exposure, 
restructuring costs and stock-based compensation, for the first quarter of 2021 of $96 million. This compares 
to adjusted net income of $71 million, which excludes Honeywell indemnity obligation expenses and litigation 
expenses, restructuring costs and stock-based compensation, in the first quarter of 2020 for a year-over-year 
increase of 35%.  
 
Overall, Garrett achieved strong results in the first quarter, exceeding our expectations across all key financial 
metrics.  

 
 
Turning to Slide 8, we illustrate our net sales by region and product line.  
 
Our strong performance in China, which grew net sales by 116% in the first quarter, enabled Asia to grow to 
nearly one third of our total net sales in the first quarter of 2021. We expect continued growth in this region as 
China remains a critical component to Garrett’s long-term term growth strategy. 
 
Based on the increasing demand for our products as Olivier mentioned earlier, we are currently in the process 
of expanding our production facility in Wuhan to ensure we meet the needs of our customers. Leading up to 
our strong Q1, China increased net sales by 32% in all of 2020 despite the impact of the COVID-19 
pandemic.  
 
We believe our considerable growth in China underscores the importance of expanding our footprint in the 
world’s largest and most progressive auto market. Our Wuhan expansion project is scheduled for completion 
in the first quarter of 2022 and is expected to increase the size of this state-of-the-art facility by approximately 
50%.  
 



 

 

 

On the product side, we show the percentage of net sales from Gasoline was 39% in the first quarter, up 3 
percentage points from the prior year period. This segment remains our largest and fastest growing category, 
in-line with our performance in China.  
 
Also on this slide, Diesel products declined in Q1 by one percentage point, Commercial Vehicles remained 
the same, and Aftermarket product sales decreased two points. But again – these percentages are skewed 
given the unusual year-over-year comparison, and note all of these businesses were up organically in Q1 as 
we turn to the next slide.  

 
 
On Slide 9, we provide our net sales bridge for the first quarter.  
 
All of our product lines increased year-over-year primarily due to the impact of the pandemic in 2020.  
 
Gasoline products were up $98 million, representing an increase of 36% at constant currency over the same 
period last year, mainly due to China.  
  
Diesel products in the quarter increased $51 million, or 21% at constant currency, led by our performance in 
Europe. Our resilient Diesel business continues to recover after it was significantly impacted last year by the 
pandemic.  
 
Commercial Vehicles increased by $36 million, or 26% at constant currency. This high-margin business 
benefitted from higher volumes in both Europe and China while Aftermarket sales improved slightly by $5 
million, or 6% at constant currency.  
 
The overall FX impact of $61 million in Q1 was primarily driven by a higher Euro-to-US dollar exchange rate 
versus Q1 of 2020.  
 
Overall, our strong top-line performance in the quarter enabled Garrett to post net sales growth of 25.6% at 
constant currently, representing a 15-point outgrowth over the industry. This follows our outperformance of 
more than 12 percentage points in Q4 2020 when we generated net sales growth of 15.2% at constant 
currency.  



 

 

 

 
 
Turning to Slide 10, you see our Adjusted EBITDA walk for Q1 2021 as compared to Q1 2020. 
 
For the quarter, Garrett’s Adjusted EBITDA of $176 million was up 63% compared to the same period last 
year, mainly due to higher volumes. In the first quarter, our volumes totaled 3.8 million units, an increase of 
approximately 30% from Q1 2020. Consistent with our goal to increase transparency in a prudent manner, we 
intend to provide our quarterly volumes going forward.  
 
Our Adjusted EBITDA margin in the quarter of 17.7% represented a year-over-year improvement of 320 basis 
points. In addition to volumes, we generated significant productivity gains, partially offset by mix headwinds 
related to the continued shift in our product portfolio towards Gasoline products. This mix shift in Q1 is 
consistent with what we have seen in the past, although the rate of change has slowed over the past two, 
more normalized, quarters.  
 
As mentioned earlier, we continue to monitor the rising cost of commodities, which could impact our 
productivity in the future despite certain of our significant customer pass-thru clauses for commodities such as 
nickel. As global manufacturing activity picks up, it remains to be seen if inflationary pressures are more than 
transitory. Additionally, the recent chip shortage combined with the bottleneck in the Suez Canal have 
combined to place further stress on the global supply chain.  
 
To date, we have not been materially impacted by these developments but remain cautious. We continue to 
work closely with our more than 400 suppliers worldwide to ensure we remain flexible and agile as part of our 
advanced supply base management, a core differentiator for Garrett.  
 
The pricing offset of 3.1% in the quarter was more than 100 basis points higher than our target and reflects 
the higher volumes in Q1 2021 as well as lower price reductions in Q1 2020 due to the COVID-19 crisis. That 
said, our productivity gains more than offset the impact of pricing in addition to mix headwinds after taking into 
account the pandemic-related adjustments from Q1 2020. 
 
SG&A decreased slightly by $2 million in Q1 and R&D expenses increased $3 million.   
 
The FX benefit on Adjusted EBITDA in Q1 2021 versus the prior year was $16 million.  



 

 

 

 
Lastly, our year-over-year incremental margin in the first quarter was a notable 27%, driven by our strong 
volume leverage and productivity gains in Q1.  

 
 
Turning to Slide 11, we provide our Adjusted Free Cash Flow walk for the quarter.  
 
In Q1, our Adjusted free cash flow totaled $162 million, which is more than double compared to the $58 
million in the first quarter of 2020.  
 
This robust performance is attributable to our strong Adjusted EBITDA in the quarter as we already discussed 
as well as a $23 million reduction in working capital.  
 
During the first quarter, we benefited from record collections consistent with our record net sales in Q4 2020. 
Typically, the first quarter tends to be weaker in terms of cash flow for Garrett due to seasonal factors as our 
receivables drop towards the end of the year following relatively lower shipments in the final weeks of 
December. This historical trend reversed dramatically in the first quarter of 2021 driving the reduction in 
working capital mentioned above.  
 
Our capital expenditures for the quarter on a cash basis totaled $18 million, down $21 million from the prior 
year period as there were fewer commitments made in Q4 2020. Typically, commitments in the fourth quarter 
are paid in the following first quarter. We expect our capital expenditures to steadily increase throughout the 
remainder of 2021 as we gradually phase-in our cap ex initiatives that were postponed last year due to the 
pandemic.  
 
Cash interest was up $12 million, which reflects the DIP financing and higher rates while under our Chapter 
11 as well as higher borrowings under our revolver.  
 
And our cash taxes increased $12 million in Q1 as the timing of payments are non-linear and often fluctuate 
on a quarterly basis. 



 

 

 

 
 
On Slide 12, we show our capital structure at emergence.  
 
We have approximately 76 million shares of common stock issued and outstanding today. This number will be 
reduced by approximately 11 million shares following the exercise of the cash-option by certain of our 
shareholders in the amount of $6.25 per share under our reorganization plan, resulting in a total cash 
payment by the company of approximately $69 million. The other shares of old common stock will be 
cancelled and replaced by shares of new common stock at emergence.  
 
As a result, we expect to have approximately 65 million shares of common stock issued and outstanding at 
emergence. In addition, we expect to have approximately 31.3 million shares of common stock reserved for 
future issuance under the equity incentive plan, the terms and conditions of which, and awards under, will be 
determined by the new Board following emergence. 
 
We are also issuing approximately $1.3 billion in new Series A Preferred Stock totaling approximately 248 
million shares. These shares are convertible into common stock at a strike price of $5.25 per common share, 
subject to future adjustment.  
 
The Preferred A stockholders are entitled to an 11% dividend per annum, paid quarterly if and when declared, 
and dividends otherwise accrue if not paid. Dividends cannot be paid in cash if our consolidated LTM 
Adjusted EBITDA is less than $425 million and we will not be permitted to make any cash dividends through 
December 31, 2022.  
 
Assuming the full conversion of the Convertible Series A Preferred Stock, Garrett’s total number of common 
shares upon emergence would therefore increase to approximately 313 million shares on a fully diluted basis.  
 
We also issued $835 million in Series B Preferred Stock, the shares of which are not convertible into common 
stock. The Series B Preferred Stock will be issued to Honeywell and settles Garrett’s litigation with our former 
parent and restructures our financial obligations to them into fixed annual payments that are callable under 
certain circumstances.  
 



 

 

 

Importantly, we have removed the materially restrictive covenants associated with the former agreements 
while still maintaining a deferral mechanism based on the $425 million of consolidated LTM Adjusted EBITDA 
as I mentioned a moment ago. Separately, we also eliminated the reimbursement of legal expenses to 
Honeywell. 
 
We expect to complete an initial cash payment to Honeywell totaling $375 million at emergence, funded by 
the rights offering under our reorganization plan. Following this initial payment, our next payment will be due 
in April 2022 in the amount of $34.8 million. After that, we will make 8 annual payments of $100 million each 
beginning in April 2023 and ending in April 2030, significantly reducing the tenor of our Honeywell obligations 
prior to our Chapter 11 filing.  
 
Additionally, Garrett has an option to call up to $184 million of the remaining amortization payments in the first 
18 months at discount rate of 7.25%. We also have the option to call the entire amount at any time at the 
discount rate just mentioned.  
 
Honeywell has a put option that would go live in the event our LTM Adjusted EBITDA exceeds $600 million for 
two sequential quarters. The net present value of the Series B Preferred Stock totals approximately $584 
million at emergence, using the agreed discount rate of 7.25%.  
 
Lastly, we obtained $1.55 billion of committed debt financing, consisting of a $1.25 billion-equivalent term loan 
and a new $300 million exit revolving facility. 
 
We believe our new capital structure provides Garrett with substantial benefits by increasing our operational 
and financial flexibility while removing material restrictions. We are excited by this outcome. As arduous as 
this restructuring process has been, we believe our balance sheet will no longer act an impediment for our 
company and will instead serve as an instrument for future growth.  

 
 
Turning to Slide 13, we show our expected debt profile at emergence. 
 
Our new debt capital includes a 5-year $300 million revolving credit facility and a 7-year term loan B 
consisting of a $715 million US dollar tranche and a 450M Euro tranche.  
 



 

 

 

The key terms are shown on the right-side of this page and include specific restrictions on cash distributions. 
Specifically, we are not permitted to make any cash payments on the new Series A Preferred Stock through 
December 31, 2022 as a I mentioned a moment ago. We will be however be entitled to make a cash payment 
on January 1, 2023 for the fourth quarter of 2022 and thereafter unless our consolidated LTM Adjusted 
EBITDA is less than $425 million.  
 
Also on this slide, you see how our annual obligations have been reduced considerably compared to before 
our Chapter 11 filing and we do not have any significant debt maturities until 2028. Additionally, we will have 
total transparency in respect to future payment obligations under the Series B Preferred Stock, which helps in 
our short-term and long-term strategic planning efforts.  
 
As a reminder, some of our new securities provide Garrett with the ability to prepay, which may be a 
possibility in light of our recent operating performance. 
 
With that, I will turn the call back over to Olivier.  

 
 
Olivier Rabiller, President and Chief Executive Officer:  
Thank you, Sean. I will close on Slide 14 with some final thoughts.  
 
As I mentioned at the start of the call, we expect to complete our reorganization tomorrow, April 30th with a 
new capital structure highlighted by less funded debt as well as strong sponsorship to support our strategic 
vision. We also expect to list our common shares on the Nasdaq exchange as early as Monday, May 3rd.  
 
I am proud of our global team's performance throughout this process while navigating the ongoing global 
pandemic. Once again our highly talented workforce located around the world has demonstrated their 
tremendous resilience and dedication. Clearly, our employees remain Garrett’s greatest asset.   
 
We are encouraged by our strong start to the year as we delivered across all of our key financial metrics. We 
continue to outperform global auto production with net sales totaling approximately $1 billion in the past two 
quarters. In Q1, we increased reported net sales by 33.8%, or 25.6% at constant currency, outpacing the 
industry by 15 points.  
 



 

 

 

Notably, we converted our strong top-line performance into greater profitability with Q1 Adjusted EBITDA 
increasing 63% to $176 million, representing a margin of 17.7%.  
 
Our strong performance in the quarter reflects the positive fundamentals of our business, highlighted by 
increasing customer demand and share-of-demand gains. We also continue to leverage our longstanding 
tradition in global operational excellence with a global manufacturing footprint, flexible cost structure, and 
advanced supply base.  
 
Additionally, our strong track record in bringing new technologies to the market reflects our unmatched R&D 
and engineering capabilities. As we continue to launch our new E-Booting products and automotive software 
solutions and expand our differentiated portfolio, we believe our financial restructuring and new sponsor 
support will enable Garrett to continue to maintain and enhance its technology leadership.  
 
Although many challenges remain, it is important to note Garrett has met numerous obstacles throughout its 
65-plus-year history, and we are confident our new foundation upon emergence will further strengthen 
Garrett’s premier brand as we continue to help evolve the global automotive industry into the future. 
 
I will now turn it back over to Paul.  
 
Paul Blalock, Vice President Investor Relations:   
Thanks, Olivier. This concludes our Q1 2021 conference call. Thank you everyone for joining and we look 
forward to catching up with you soon. Enjoy the rest of your day.  
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