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PART I—FINANCIAL INFORMATION
 

Item 1. Financial Statements

WESTINGHOUSE AIR BRAKE TECHNOLOGIES CORPORATION

CONDENSED CONSOLIDATED BALANCE SHEETS
 

In thousands, except shares and par value  

Unaudited
September 30,

2008   
December 31,

2007  
Assets   

Current Assets   
Cash and cash equivalents  $ 186,390  $ 234,689 
Accounts receivable   298,683   222,235 
Inventories   223,367   175,977 
Deferred income taxes   24,254   24,766 
Other current assets   11,833   8,100 

   
 

   
 

Total current assets   744,527   665,767 
Property, plant and equipment   417,779   417,157 
Accumulated depreciation   (233,769)  (234,720)

   
 

   
 

Property, plant and equipment, net   184,010   182,437 
Other Assets   
Goodwill   277,033   232,593 
Other intangibles, net   56,834   58,673 
Deferred income taxes   4,343   4,316 
Other noncurrent assets   18,464   14,916 

   
 

   
 

Total other assets   356,674   310,498 
   

 
   

 

Total Assets  $ 1,285,211  $ 1,158,702 
   

 

   

 

Liabilities and Shareholders’ Equity   
Current Liabilities   
Accounts payable  $ 154,808  $ 137,226 
Accrued income taxes   4,642   3,625 
Customer deposits   99,832   67,291 
Accrued compensation   30,612   30,519 
Accrued warranty   16,406   14,390 
Other accrued liabilities   45,600   42,184 

   
 

   
 

Total current liabilities   351,900   295,235 
Long-term debt   150,121   150,177 
Reserve for postretirement and pension benefits   52,856   53,539 
Deferred income taxes   9,353   9,834 
Accrued warranty   12,064   7,924 
Other long term liabilities   24,216   24,725 

   
 

   
 

Total liabilities   600,510   541,434 
Shareholders’ Equity   
Preferred stock, 1,000,000 shares authorized, no shares issued   —     —   
Common stock, $.01 par value; 100,000,000 shares authorized: 66,174,767 shares issued and 48,480,991 and 48,698,344

outstanding at September 30, 2008 and December 31, 2007, respectively   662   662 
Additional paid-in capital   325,571   320,928 
Treasury stock, at cost, 17,693,776 and 17,476,423 shares, at September 30, 2008 and December 31, 2007, respectively   (255,669)  (238,131)
Retained earnings   622,454   524,538 
Accumulated other comprehensive (loss) income   (8,317)  9,271 

   
 

   
 

Total shareholders’ equity   684,701   617,268 
   

 
   

 

Total Liabilities and Shareholders’ Equity  $ 1,285,211  $ 1,158,702 
   

 

   

 

The accompanying notes are an integral part of these statements.
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WESTINGHOUSE AIR BRAKE TECHNOLOGIES CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
 

   

Unaudited
Three Months Ended

September 30   

Unaudited
Nine Months Ended

September 30  
In thousands, except per share data   2008   2007   2008   2007  
Net sales   $ 396,017  $ 354,834  $1,169,538  $ 994,820 
Cost of sales    (288,343)  (259,117)  (848,148)  (721,687)

    
 

   
 

   
 

   
 

Gross profit    107,674   95,717   321,390   273,133 
Selling, general and administrative expense    (43,841)  (39,679)  (126,322)  (109,539)
Engineering expense    (9,713)  (9,237)  (29,325)  (27,079)
Amortization expense    (1,666)  (1,009)  (3,481)  (2,542)

    
 

   
 

   
 

   
 

Total operating expenses    (55,220)  (49,925)  (159,128)  (139,160)
Income from operations    52,454   45,792   162,262   133,973 

Other income and expenses      
Interest (expense) income, net    (1,943)  (1,437)  (4,717)  (2,906)
Other expense, net    (100)  (927)  (1,179)  (3,373)

    
 

   
 

   
 

   
 

Income from continuing operations before income taxes    50,411   43,428   156,366   127,694 
Income tax expense    (17,241)  (16,668)  (56,921)  (47,255)

    
 

   
 

   
 

   
 

Income from continuing operations    33,170   26,760   99,445   80,439 
Discontinued operations      

Income (loss) from discontinued operations (net of tax)    —     482   (3)  455 
    

 
   

 
   

 
   

 

Net income   $ 33,170  $ 27,242  $ 99,442  $ 80,894 
    

 

   

 

   

 

   

 

Earnings Per Common Share      
Basic      

Income from continuing operations   $ 0.69  $ 0.55  $ 2.06  $ 1.66 
Income from discontinued operations    —     0.01   —     0.01 

    
 

   
 

   
 

   
 

Net income   $ 0.69  $ 0.56  $ 2.06  $ 1.67 
    

 

   

 

   

 

   

 

Diluted      
Income from continuing operations   $ 0.68  $ 0.54  $ 2.03  $ 1.64 
Income from discontinued operations    —     0.01   —     0.01 

    
 

   
 

   
 

   
 

Net income   $ 0.68  $ 0.55  $ 2.03  $ 1.65 
    

 

   

 

   

 

   

 

Weighted average shares outstanding      
Basic    48,161   48,736   48,269   48,488 
Diluted    48,827   49,381   48,918   49,100 

    
 

   
 

   
 

   
 

The accompanying notes are an integral part of these statements.
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WESTINGHOUSE AIR BRAKE TECHNOLOGIES CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
 

   

Unaudited
Nine Months Ended

September 30,  
In thousands   2008   2007  
Operating Activities    
Net income   $ 99,442  $ 80,894 
Stock-based compensation expense    7,684   7,567 
Adjustments to reconcile net income to net cash provided by operations:    

Discontinued operations    (38)  (455)
Depreciation and amortization    22,035   21,221 
Excess income tax benefits from exercise of stock options    (1,643)  (1,985)
Changes in operating assets and liabilities    

Accounts receivable    (71,810)  (23,480)
Inventories    (31,808)  (23,407)
Accounts payable    13,213   13,846 
Accrued income taxes    3,153   10,563 
Accrued liabilities and customer deposits    39,655   (37,109)
Other assets and liabilities    (2,588)  (3,119)

    
 

   
 

Net cash provided by operating activities    77,295   44,536 
Investing Activities    

Purchase of property, plant and equipment and other    (12,483)  (12,852)
Proceeds from disposal of property, plant and equipment    94   27 
Acquisitions of business, net of cash acquired    (82,263)  (73,547)
Sale of discontinued operations    —     398 

    
 

   
 

Net cash used for investing activities    (94,652)  (85,974)
Financing Activities    

Repayments of other borrowings    (64)  —   
Proceeds from the issuance of treasury stock for stock options and other benefit plans    2,431   5,271 
Stock repurchase    (24,653)  (4,816)
Excess income tax benefits from exercise of stock options    1,643   1,985 
Cash dividends ($0.03 per share for the nine months ended September 30, 2008 and 2007)    (1,454)  (1,463)

    
 

   
 

Net cash (used for) provided by financing activities    (22,097)  977 
Effect of changes in currency exchange rates    (8,845)  10,508 

    
 

   
 

Decrease in cash    (48,299)  (29,953)
Cash, beginning of year    234,689   187,979 

    
 

   
 

Cash, end of period   $186,390  $158,026 
    

 

   

 

The accompanying notes are an integral part of these statements.
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WESTINGHOUSE AIR BRAKE TECHNOLOGIES CORPORATION

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE QUARTERLY PERIOD ENDED SEPTEMBER 30, 2008 (UNAUDITED)

1. BUSINESS

Wabtec is one of the world’s largest providers of value-added, technology-based products and services for the global rail industry. Our products are found
on virtually all U.S. locomotives, freight cars and passenger transit vehicles, as well as in more than 100 countries throughout the world. Our products enhance
safety, improve productivity and reduce maintenance costs for customers, and many of our core products and services are essential in the safe and efficient
operation of freight rail and passenger transit vehicles. Wabtec is a global company with operations in 13 countries. In the first nine months of 2008, about 42% of
the Company’s revenues came from customers outside the U.S.

2. ACCOUNTING POLICIES

Basis of Presentation The unaudited condensed consolidated interim financial statements have been prepared in accordance with generally accepted
accounting principles and the rules and regulations of the Securities and Exchange Commission and include the accounts of Wabtec and its majority owned
subsidiaries. These condensed interim financial statements do not include all of the information and footnotes required for complete financial statements. In
Management’s opinion, these financial statements reflect all adjustments of a normal, recurring nature necessary for a fair presentation of the results for the
interim periods presented. Results for these interim periods are not necessarily indicative of results to be expected for the full year.

The Company operates on a four-four-five week accounting quarter, and accordingly, the quarters end on or about March 31, June 30, September 30 and
December 31.

The notes included herein should be read in conjunction with the audited consolidated financial statements included in Wabtec’s Annual Report on Form
10-K for the year ended December 31, 2007. The December 31, 2007 information has been derived from the Company’s December 31, 2007 Annual Report on
Form 10-K.

Revenue Recognition Revenue is recognized in accordance with Staff Accounting Bulletins (SABs) 101, “Revenue Recognition in Financial Statements”
and 104 “Revision of Topic 13.” Revenue is recognized when products have been shipped to the respective customers, title has passed and the price for the
product has been determined.

The Company recognizes revenues on long-term contracts based on the percentage of completion method of accounting. The units-of-delivery method or
other input-based or output-based measures, as appropriate, are used to measure the progress toward completion of individual contracts. Contract revenues and
cost estimates are reviewed and revised at a minimum quarterly and adjustments are reflected in the accounting period as such amounts are determined.
Provisions are made currently for estimated losses on uncompleted contracts.

Certain pre-production costs relating to long-term production and supply contracts have been deferred and will be recognized over the life of the contracts.
Deferred pre-production costs were $11.0 million and $9.5 million at September 30, 2008 and December 31, 2007, respectively.

Use of Estimates The preparation of financial statements in conformity with generally accepted accounting principles in the United States requires the
Company to make estimates and assumptions that affect the reported amounts of assets and liabilities at the date of the financial statements and reported amounts
of revenues and expenses during the reporting period. Actual amounts could differ from the estimates. On an ongoing basis, management reviews its estimates
based on currently available information. Changes in facts and circumstances may result in revised estimates.
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WESTINGHOUSE AIR BRAKE TECHNOLOGIES CORPORATION

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
FOR THE QUARTERLY PERIOD ENDED SEPTEMBER 30, 2008 (UNAUDITED)

 
Stock-Based Compensation The Company recognizes compensation expense for stock-based compensation based on the grant date fair value ratably over

the requisite service period following the date of grant.

Financial Derivatives and Hedging Activities The Company has entered into foreign currency forward contracts to reduce the impact of changes in
currency exchange rates. Forward contracts are agreements with a counterparty to exchange two distinct currencies at a set exchange rate for delivery on a set
date at some point in the future. There is no exchange of funds until the delivery date. At the delivery date the Company can either take delivery of the currency
or settle on a net basis.

At September 30, 2008, the Company had forward contracts for the sale of USD and the purchase of Euro with a notional value of €733,000 Euro (or
$973,000 USD), with an average exchange rate of $1.33 USD per €1 Euro. These forward contracts are used to mitigate the variability in cash flows from the
payment of liabilities denominated in currencies other than the USD. Since the Company does not treat these derivatives as hedges, the change in fair value of
both the forward contracts and the related liabilities are recorded in the income statement. For the nine months ended September 30, 2008, the Company recorded
a fair value gain in the amount of $221,000.

At September 30, 2008, the Company had forward contracts for the sale of USD and the purchase of South African Rand (ZAR). The Company concluded
that these foreign currency forward contracts qualify for cash flow hedge accounting which permits the recording of the fair value of the forward contract and
corresponding adjustment to other comprehensive income (loss), net of tax, on the balance sheet. As of September 30, 2008, the Company had forward contracts
with a notional value of R9.7 million ZAR (or $1.2 million USD), with an average exchange rate of R7.96 ZAR per USD, resulting in the recording of a current
asset of $68,000 and a corresponding offset in accumulated other comprehensive loss of $43,000, net of tax.

At December 31, 2006, the Company had forward contracts for the sale of U.S. Dollars (USD) and the purchase of Canadian Dollars (CAD). The Company
concluded that these foreign currency forward contracts qualify for cash flow hedge accounting which permits the recording of the fair value of the forward
contract and corresponding adjustment to other comprehensive income (loss), net of tax, on the balance sheet. As of December 31, 2006, the Company had
forward contracts with a notional value of $48 million CAD (or $42.7 million U.S.) with an average exchange rate of $0.89 USD per $1 CAD, resulting in the
recording of a current liability of $1.3 million and a corresponding offset in accumulated other comprehensive loss of $825,000, net of tax. During 2007, these
foreign currency forward contracts were settled.

Foreign Currency Translation Assets and liabilities of foreign subsidiaries, except for the Company’s Mexican operations whose functional currency is
the U.S. Dollar, are translated at the rate of exchange in effect on the balance sheet date while income and expenses are translated at the average rates of exchange
prevailing during the year. Foreign currency gains and losses resulting from transactions, and the translation of financial statements are recorded in the
Company’s consolidated financial statements based upon the provisions of SFAS No. 52, “Foreign Currency Translation.” The effects of currency exchange rate
changes on intercompany transactions and balances of a long-term investment nature are accumulated and carried as a component of shareholders’ equity. The
effects of currency exchange rate changes on transactions that are denominated in a currency other than an entity’s functional currency are charged or credited to
earnings. Foreign exchange transaction losses recognized as other expense were $601,000 and $519,000 for the three months ended September 30, 2008 and
2007, respectively, and $1.8 million and $2.6 million for the nine months ended September 30, 2008 and 2007, respectively.
 

7



Table of Contents

WESTINGHOUSE AIR BRAKE TECHNOLOGIES CORPORATION

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
FOR THE QUARTERLY PERIOD ENDED SEPTEMBER 30, 2008 (UNAUDITED)

 
Other Comprehensive Income Comprehensive income is defined as net income and all other non-owner changes in shareholders’ equity. The Company’s

accumulated other comprehensive income consists of foreign currency translation adjustments, foreign currency hedges, foreign exchange contracts, and pension
and post retirement related adjustments. Changes in the table below adjust components of accumulated other comprehensive income. Total comprehensive income
was:
 

   
Three Months Ended

September 30,   
Nine Months Ended

September 30,
In thousands   2008   2007   2008   2007
Net income   $ 33,170  $27,242  $ 99,442  $ 80,894
Foreign currency translation (loss) gain    (30,731)  13,398   (18,340)  26,361
Unrealized gain on foreign exchange contracts, net of tax    —     67   43   1,648
Change in pension and post retirement benefit plans, net of tax    227   145   709   1,086

    
 

       
 

   

Total comprehensive income   $ 2,666  $40,852  $ 81,854  $109,989
    

 

       

 

   

The components of accumulated other comprehensive (loss) income were:
 

In thousands   
September 30,

2008   
December 31,

2007  
Foreign currency translation gain   $ 22,242  $ 40,582 
Unrealized gain on foreign exchange contracts, net of tax    43   —   
Pension benefit plans and post retirement benefit plans, net of tax    (30,602)  (31,311)

    
 

   
 

Total accumulated comprehensive (loss) income   $ (8,317) $ 9,271 
    

 
   

 

Reclassifications Certain prior year amounts have been reclassified where necessary to conform to the current year presentation.

Recent Accounting Pronouncements In September 2006, the FASB issued SFAS No. 157, “Fair Value Measurements,” (SFAS 157). SFAS 157 defines fair
value, establishes a framework for measuring fair value in generally accepted accounting principles, and expands disclosures about fair value measurements. The
provisions of this standard apply to other accounting pronouncements that require or permit fair value measurements. The statement indicates, among other
things, that a fair value measurement assumes that the transaction to sell an asset or transfer a liability occurs in the principal market for the asset or liability or, in
the absence of a principal market, the most advantageous market for the asset or liability. SFAS 157 defines fair value based upon an exit price model. Relative to
SFAS 157, the FASB issued FASB Staff Positions (FSP) 157-1, 157-2, and 157-3. FSP 157-1 amends SFAS 157 to exclude SFAS 13 and its related interpretive
accounting pronouncements that address leasing transactions, while FSP 157-2 delays the effective date of SFAS 157 for all nonfinancial assets and nonfinancial
liabilities, except those that are recognized or disclosed at fair value in the financial statements on a recurring basis. FSP 157-3 clarifies the application of SFAS
157 as it relates to the valuation of financial assets in a market that is not active for those financial assets. This FSP is effective immediately and includes those
periods for which financial statements have not been issued. The Company does not have any financial assets that are valued using inactive markets, and as such
is not impacted by the issuance of this FSP. The Company adopted SFAS 157 as of January 1, 2008, with the exception of the application of the statement to non-
recurring nonfinancial assets and nonfinancial liabilities. Refer to Note 13 to the Condensed Consolidated Financial Statements for additional discussion on fair
value measurements.
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WESTINGHOUSE AIR BRAKE TECHNOLOGIES CORPORATION

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
FOR THE QUARTERLY PERIOD ENDED SEPTEMBER 30, 2008 (UNAUDITED)

 
In February 2007, the FASB issued SFAS No. 159, “The Fair Value Option for Financial Assets and Financial Liabilities—Including an Amendment of

FASB Statement No. 115” (SFAS 159). SFAS 159 permits entities to choose to measure eligible items at fair value at specified election dates and report
unrealized gains and losses on items for which the fair value option has been elected in earnings at each subsequent reporting date. SFAS 159 is effective for
fiscal years beginning after November 15, 2007. The Company adopted SFAS 159 and has elected not to measure any additional financial instruments and other
items at fair value.

In December 2007, the FASB issued SFAS No. 141 (Revised), “Business Combinations” (SFAS 141(R)), replacing SFAS No. 141, “Business
Combinations” (SFAS 141), and SFAS No. 160, “Noncontrolling Interests in Consolidated Financial Statements—an Amendment of ARB No. 51” (SFAS 160).
SFAS 141(R) retains the fundamental requirements of SFAS 141, broadens its scope by applying the acquisition method to all transactions and other events in
which one entity obtains control over one or more other businesses, and requires, among other things, that assets acquired and liabilities assumed be measured at
fair value as of the acquisition date, that liabilities related to contingent consideration be recognized at the acquisition date and remeasured at fair value in each
subsequent reporting period, that acquisition-related costs be expensed as incurred, and that income be recognized if the fair value of the net assets acquired
exceeds the fair value of the consideration transferred. SFAS 160 establishes accounting and reporting standards for noncontrolling interests (i.e., minority
interests) in a subsidiary, including changes in a parent’s ownership interest in a subsidiary and requires, among other things, that noncontrolling interests in
subsidiaries be classified as a separate component of equity. Except for the presentation and disclosure requirements of SFAS 160, which are to be applied
retrospectively for all periods presented, SFAS 141(R) and SFAS 160 are to be applied prospectively in financial statements issued for fiscal years beginning after
December 15, 2008. The Company is currently evaluating the impact of adopting these statements.

In March 2008, the FASB issued SFAS No. 161, “Disclosures about Derivative Instruments and Hedging Activities—an Amendment FASB Statement
No. 133” (SFAS 161). SFAS 161 requires enhanced disclosures about an entity’s derivative and hedging activities and thereby improves the transparency of
financial reporting. SFAS 161 applies to all derivative instruments within the scope of SFAS No. 133, “Accounting for Derivative Instruments and Hedging
Activities” (SFAS 133) as well as related hedged items, bifurcated derivatives, and nonderivative instruments that are designated and qualify as hedging
instruments. Entities with instruments subject to SFAS 161 must provide more robust qualitative disclosures and expanded quantitative disclosures. SFAS 161 is
effective prospectively for financial statements issued for fiscal years and interim periods beginning after November 15, 2008, with early application permitted.
The Company is currently evaluating the disclosure implications of adopting this statement.

In June 2008, the FASB issued FSP Emerging Issues Task Force (“EITF”) 03-6-1, “Determining Whether Instruments Granted in Share-Based Payment
Transactions Are Participating Securities” (FSP EITF 03-6-1). FSP EITF 03-6-1 states that unvested share-based payment awards that contain nonforfeitable
rights to dividends or dividend equivalents (whether paid or unpaid) are participating securities and shall be included in the computation of earnings per share
pursuant to the two-class method. FSP EITF 03-6-1 is effective for fiscal years beginning after December 15, 2008, and interim periods within those years. Upon
adoption, a company is required to retrospectively adjust its earnings per share data (including any amounts related to interim periods, summaries of earnings and
selected financial data) to conform with the provisions of FSP EITF 03-6-1. The Company is currently evaluating the impact of adopting FSP EITF 03-6-1.
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WESTINGHOUSE AIR BRAKE TECHNOLOGIES CORPORATION

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
FOR THE QUARTERLY PERIOD ENDED SEPTEMBER 30, 2008 (UNAUDITED)

 
3. ACQUISITIONS AND DISCONTINUED OPERATIONS

On October 27, 2008, the Company acquired certain assets related to the development, sale, service, and maintenance of software programs used in train
management systems for $4.5 million.

On September 12, 2008, the Company signed a definitive agreement to acquire Standard Car Truck Company, a leading rail equipment supplier, for cash of
about $300.0 million. Standard Car Truck Company has annual sales of approximately $225.0 million and manufactures engineered components for locomotives
and freight cars. The Company expects the transaction to be completed in the fourth quarter of this year.

On June 30, 2008, the Company acquired 100% of the stock of Poli S.p.A. (Poli), a European based manufacturer of rail braking equipment including
brake discs for high speed applications, as well as tread brake units and pneumatic brake valves that meet International Union of Railways (UIC) standards. Poli
will primarily operate as a business of Wabtec’s Transit Group. The purchase price was €52.2 million (about $82.3 million USD), net of cash received, resulting
in preliminary additional goodwill of $48.2 million, of which none will be deductible for tax purposes. Included in the purchase price is $11.8 million related to
an escrow deposit, which may be released to the Company for indemnity claims, environmental claims or allocation of tax liabilities in accordance with the
purchase and escrow agreements.

For the Poli acquisition, the following table summarizes the preliminary fair values of the assets acquired and liabilities assumed at the date of the
acquisition:
 

   Poli  

In thousands   
June 30,

2008  
Current assets   $ 30,905 
Property, plant & equipment    12,621 
Goodwill and other intangible assets    49,895 
Other assets    346 

    
 

Total assets acquired    93,767 
Total liabilities assumed    (11,504)

    
 

Net assets acquired   $ 82,263 
    

 

The preliminary allocation of acquired intangible assets, exclusive of goodwill, was $1.7 million which was assigned to customer backlog. The Company is
in the process of finalizing the valuations of the acquired assets and liabilities, and therefore, the purchase price allocation is preliminary and subject to change
once finalized. Operating results have been included in the consolidated statement of operations from the acquisition date forward.

On June 8, 2007, the Company acquired 100% of the stock of Ricon Corporation (Ricon), a manufacturer of a variety of electro-mechanical wheelchair
lifts and ramps and windows, primarily for passenger bus and rail applications. The purchase price was $73.7 million resulting in additional goodwill of $50.4
million, of which none will be deductible for tax purposes. Included in the purchase price is $6.5 million related to an escrow deposit, which may be released to
the Company for working capital adjustments or indemnity claims in accordance with the purchase and escrow agreements.
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WESTINGHOUSE AIR BRAKE TECHNOLOGIES CORPORATION

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
FOR THE QUARTERLY PERIOD ENDED SEPTEMBER 30, 2008 (UNAUDITED)

 
The following unaudited pro forma financial information presents income statement results as if the acquisitions of Poli and Ricon had occurred on

January 1, 2007:
 

   
Three Months Ended

September 30   
Nine Months Ended

September 30
In thousands   2008   2007   2008   2007
Net sales   $ 396,017  $ 363,170  $ 1,188,603  $ 1,046,921
Gross profit    107,674   99,508   328,593   292,152
Net income   $ 33,170  $ 27,794  $ 99,736  $ 81,780
Diluted earnings per share         

As reported   $ 0.68  $ 0.55  $ 2.03  $ 1.65
Diluted    0.68   0.56   2.04   1.67

At March 31, 2006, the sale of a non-core product division was completed for approximately $1.4 million in cash, including a working capital adjustment
of approximately $600,000 which was established with the buyer in the fourth quarter of 2006. The assets sold primarily included transit car interior products and
services for customers located in Europe. This sale resulted in a loss of approximately $1.7 million including the working capital adjustment. This adjustment is
subject to litigation and a resolution is expected sometime in late 2008.

At August 6, 2007, the sale of a joint venture in China was completed for approximately $398,000 in cash.

4. INVENTORIES

The components of inventory, net of reserves, were:
 

In thousands   
September 30,

2008   
December 31,

2007
Raw materials   $ 84,547  $ 68,542
Work-in-process    89,251   71,282
Finished goods    49,569   36,153

        

Total inventory   $ 223,367  $ 175,977
        

5. RESTRUCTURING AND IMPAIRMENT CHARGES

Since 2006, Wabtec has downsized its Canadian operations by moving certain products to lower-cost facilities and outsourcing. In the Freight segment,
Wabtec recorded charges of $1.1 million and $481,000 for the three months ended September 30, 2008 and 2007, respectively. Wabtec recorded charges of $4.1
million and $4.5 million for the nine months ended September 30, 2008 and 2007, respectively. Total expenses for restructuring and other expenses recorded since
2006 have been $16.0 million, comprised of the $5.2 million for employee severance costs for approximately 390 salaried and hourly employees; $5.5 million of
pension and postretirement benefit curtailment for those employees; $4.8 million related to asset impairments for structures, machinery, and equipment; and
$541,000 for goodwill impairment. The goodwill impairment was recorded as amortization expense and most of the other charges were recorded to cost of sales.
Severance costs are contractual liabilities and payment is dependent on the waiver by or expiration of certain seniority rights of those employees. As of
September 30, 2008, $3.1 million of this amount had been paid. In the Transit segment, Wabtec recorded charges of $1.1 million for the nine months ended
September 30, 2007. Total expenses for restructuring and other expenses recorded since 2006 have been $1.5 million, comprised of severance, pension, and asset
impairment. All charges are recorded to cost of sales. As of September 30, 2008, all but $58,000 of these costs have been paid.
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6. INTANGIBLES

Goodwill was $277.0 million and $232.6 million at September 30, 2008 and December 31, 2007, respectively. The change in the carrying amount of
goodwill by segment for the nine months ended September 30, 2008 is as follows:
 

In thousands   
Freight
Group   

Transit
Group   Total  

Balance at December 31, 2007   $114,829  $ 117,764  $232,593 
Acquisition    —     48,190   48,190 
Adjustment to preliminary purchase allocation    —     654   654 
Foreign currency impact    (582)  (3,822)  (4,404)

    
 

   
 

   
 

Balance at September 30 2008   $114,247  $162,786  $277,033 
    

 
   

 
   

 

As of September 30, 2008 and December 31, 2007, the Company’s trademarks had a net carrying amount of $34.4 million and $34.5 million, respectively,
and the Company believes these intangibles have an indefinite life. Intangible assets of the Company, other than goodwill and trademarks, consist of the
following:
 

In thousands   
September 30,

2008   
December 31,

2007
Patents and other, net of accumulated amortization of $26,579 and $25,620   $ 7,133  $ 8,702
Customer relationships, net of accumulated amortization of $4,245 and $1,320    15,329   15,450

        

Total   $ 22,462  $ 24,152
        

The weighted average remaining useful life of patents is 7 years and customer relationships is 13 years. Amortization expense for intangible assets was
$1.7 million and $3.5 million for the three and nine months ended September 30, 2008, respectively, and $1.0 million and $2.5 million for the three and nine
months ended September 30, 2007, respectively.

7. LONG-TERM DEBT

Long-term debt consisted of the following:
 

In thousands   
September 30,

2008   
December 31,

2007
6.875% senior notes, due 2013   $ 150,000  $ 150,000
Capital Leases    186   250

        

Total    150,186   150,250
Less—current portion    65   73

        

Long-term portion   $ 150,121  $ 150,177
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2008 Refinancing Credit Agreement

On November 4, 2008, the Company refinanced its existing unsecured revolving credit agreement with a consortium of commercial banks. This “2008
Refinancing Credit Agreement” provides the company with a $300 million five-year revolving credit facility and a $200 million five-year term loan facility. Both
facilities expire in January 2013. The 2008 Refinancing Credit Agreement borrowings bear variable interest rates indexed to the indices described below.

Under the 2008 Refinancing Credit Agreement, the Company may elect a Base Rate of interest or an interest rate based on the London Interbank Offered
Rate (“LIBOR”) of interest (“the Alternate Rate”). The Base Rate adjusts on a daily basis and is the greater of the PNC, N.A. prime rate, 30-day LIBOR plus 150
basis points or the Federal Funds Effective Rate plus 0.5% per annum, plus a margin that ranges from 25 to 50 basis points. The Alternate rate is based on quoted
LIBOR rates plus a margin that ranges from 125 to 200 basis points. Both the Base Rate and Alternate Rate margins are dependent on the Company’s
consolidated total indebtedness to cash flow ratios. The initial Base Rate margin is 25 basis points and the initial Alternate Rate margin is 175 basis points.

The 2008 Refinancing Credit Agreement limits the Company’s ability to declare or pay cash dividends and prohibits the Company from declaring or
making other distributions, subject to certain exceptions. The 2008 Refinancing Credit Agreement contains various other covenants and restrictions including the
following limitations: incurrence of additional indebtedness; mergers, consolidations, sales of assets and acquisitions; additional liens; sale and leasebacks;
permissible investments, loans and advances; certain debt payments; capital expenditures; and imposes a minimum interest expense coverage ratio of 3.0 and a
maximum debt to cash flow ratio 3.25.

Refinancing Credit Agreement

In January 2004, the Company refinanced its existing unsecured revolving credit agreement with a consortium of commercial banks. This “Refinancing
Credit Agreement” provided a $175 million five-year revolving credit facility expiring in January 2009. In November 2005, the Company entered into an
amendment to the Refinancing Credit Agreement which, among other things, extended the expiration of the agreement until December 2010. The Company
entered into an amendment to its Refinancing Credit Agreement in February 2007 which permits the Company to complete any acquisitions without prior
approval of the bank consortium as long as certain financial parameters and ratios are met. At September 30, 2008, the Company had available bank borrowing
capacity, net of $58.2 million of letters of credit, of approximately $116.8 million, subject to certain financial covenant restrictions.

Refinancing Credit Agreement borrowings bear variable interest rates indexed to the indices described below. The Company did not borrow under the
Refinancing Credit Agreement during the nine months ended September 30, 2008 or during the year ended December 31, 2007.

Under the Refinancing Credit Agreement, the Company may elect a base interest rate or an interest rate based on the London Interbank Offered Rates of
Interest (“LIBOR”). The base interest rate is the greater of LaSalle Bank National Association’s prime rate or the federal funds effective rate plus 0.5% per
annum. The LIBOR rate is based on LIBOR plus a margin that ranges from 62.5 to 175 basis points depending on the Company’s consolidated total indebtedness
to cash flow ratios. The current margin is 62.5 basis points.

The Refinancing Credit Agreement limits the Company’s ability to declare or pay cash dividends and prohibits the Company from declaring or making
other distributions, subject to certain exceptions. The
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Refinancing Credit Agreement contains various other covenants and restrictions including the following limitations: incurrence of additional indebtedness;
mergers, consolidations and sales of assets and acquisitions; additional liens; sale and leasebacks; permissible investments, loans and advances; certain debt
payments; capital expenditures; and imposes a minimum interest expense coverage ratio and a maximum debt to cash flow ratio.

The Refinancing Credit Agreement contains customary events of default, including payment defaults, failure of representations or warranties to be true in
any material respect, covenant defaults, defaults with respect to other indebtedness of the Company, bankruptcy, certain judgments against the Company, ERISA
defaults and “change of control” of the Company. The Refinancing Credit Agreement includes the following covenants: a minimum interest coverage ratio of 3,
maximum debt to cash flow ratio of 3.25 and a minimum net worth of $180 million plus 50% of consolidated net income since September 30, 2003. The
Company is in compliance with these measurements and covenants and expects that these measurements will not be any type of limiting factor in executing our
operating activities.

6.875% Senior Notes Due August 2013

In August 2003, the Company issued $150 million of Senior Notes due in 2013 (“the Notes”). The Notes were issued at par. Interest on the Notes accrues at
a rate of 6.875% per annum and is payable semi-annually on January 31 and July 31 of each year. The proceeds were used to repay debt outstanding under the
Company’s existing credit agreement, and for general corporate purposes. The principal balance is due in full at maturity.

The Notes are senior unsecured obligations of the Company and rank pari passu with all existing and future senior debt and senior to all our existing and
future subordinated indebtedness of the Company. The indenture under which the Notes were issued contains covenants and restrictions which limit among other
things, the following: the incurrence of indebtedness, payment of dividends and certain distributions, sale of assets, change in control, mergers and consolidations
and the incurrence of liens.

Company Stock Repurchase Plan

During 2007, the Company repurchased 509,800 shares of its stock at an average price of $35.06 per share. During the first quarter of 2008, the Company
repurchased 712,900 shares at an average price of $34.29 per share. During the second quarter of 2008, the Company repurchased 5,200 shares at an average
price of $35.97 per share. No additional shares were repurchased during the third quarter of 2008. All purchases were on the open market.

8. EMPLOYEE BENEFIT PLANS

Effective January 1, 2008, the Company early-adopted the measurement date (the date at which plan assets and the benefit obligation are measured)
provisions of Statement of Financial Accounting Standards (SFAS) No. 158, “Employers’ Accounting for Defined Benefit Pension and Other Postretirement
Plans—an amendment of FASB Statements No. 87, 88, 106 and 132(R)” (SFAS 158). Under SFAS 158, the measurement date is required to be the Company’s
fiscal year-end. The Company’s U.K. defined benefit pension plan previously used an October 31 measurement date. All plans are now measured as of
December 31, consistent with the Company’s fiscal year-end. The non-cash effect of the adoption of the measurement date provisions of SFAS 158 at January 1,
2008 decreased retained earnings by $72,000, net of tax. There was no effect on the results of operations.
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Defined Benefit Pension Plans

The Company sponsors defined benefit pension plans that cover certain U.S., Canadian, German and United Kingdom employees and which provide
benefits of stated amounts for each year of service of the employee.
 
   U.S.   International  

   
Three months ended

September 30,   
Three months ended

September 30,  
In thousands, except percentages   2008   2007   2008   2007  
Net periodic benefit cost      

Service cost   $ 55  $ 63  $ 859  $ 793 
Interest cost    691   689   1,855   1,850 
Expected return on plan assets    (828)   (877)   (2,136)   (1,970)
Net amortization/deferrals    289   368   356   391 
Curtailment loss recognized    —     —     923   1,126 
Settlement loss recognized    —     —     539   —   

    
 

   
 

   
 

   
 

Net periodic benefit cost   $ 207  $ 243  $ 2,396  $ 2,190 
    

 
   

 
   

 
   

 

Assumptions      
Discount rate    6.35%  5.80%  5.62%  5.11%
Expected long-term rate of return    8.00%  8.00%  7.17%  6.70%
Rate of compensation increase    3.00%  3.00%  3.84%  3.62%

   U.S.   International  

   
Nine months ended

September 30,   
Nine months ended

September 30,  
In thousands, except percentages   2008   2007   2008   2007  
Net periodic benefit cost      

Service cost   $ 208  $ 240  $ 2,634  $ 2,676 
Interest cost    2,072   2,033   5,694   5,164 
Expected return on plan assets    (2,493)   (2,428)   (6,564)   (5,645)
Net amortization/deferrals    966   1,174   1,091   1,190 
Curtailment loss recognized    —     —     3,045   2,469 
Settlement loss recognized    —     —     1,059   —   

    
 

   
 

   
 

   
 

Net periodic benefit cost   $ 753  $ 1,019  $ 6,959  $ 5,854 
    

 
   

 
   

 
   

 

Assumptions      
Discount rate    6.35%  5.80%  5.62%  5.11%
Expected long-term rate of return    8.00%  8.00%  7.17%  6.70%
Rate of compensation increase    3.00%  3.00%  3.84%  3.62%

The Company’s funding methods are based on governmental requirements and differ from those methods used to recognize pension expense, which is
primarily based on the projected unit credit method applied in the accompanying financial statements. Based on actuarial estimates the Company expects to
contribute $1.0 million to the U.S. plan and $6.7 million to the international plans during 2008.
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Post Retirement Benefit Plans

In addition to providing pension benefits, the Company has provided certain unfunded postretirement health care and life insurance benefits for a portion of
North American employees. The Company is not obligated to pay health care and life insurance benefits to individuals who had retired prior to 1990.
 
   U.S.   International  

   
Three months ended

September 30,   
Three months ended

September 30,  
In thousands, except percentages      2008        2007        2008        2007    
Net periodic benefit cost      

Service cost   $ 82  $ 54  $ 13  $ (32)
Interest cost    514   481   51   12 
Net amortization/deferrals    (120)   (321)   (100)   (200)
Curtailment gain recognized    —     —     (262)   (361)

    
 

   
 

   
 

   
 

Net periodic benefit cost   $ 476  $ 214  $ (298)  $ (581)
    

 
   

 
   

 
   

 

Assumptions      
Discount rate    6.35%  5.80%  5.50%  5.29%

   U.S.   International  

   
Nine months ended

September 30,   
Nine months ended

September 30,  
In thousands, except percentages   2008   2007   2008   2007  
Net periodic benefit cost      

Service cost   $ 182  $ 171  $ 40  $ 85 
Interest cost    1,504   1,536   156   193 
Net amortization/deferrals    (572)   (487)   (305)   (87)
Curtailment gain recognized    —     —     (1,216)   (516)
Special termination benefit recognized    —     —     32   —   

    
 

   
 

   
 

   
 

Net periodic benefit cost   $ 1,114  $1,220  $(1,293)  $ (325)
    

 
   

 
   

 
   

 

Assumptions      
Discount rate    6.35%  5.80%  5.50%  5.29%

9. STOCK-BASED COMPENSATION

As of September 30, 2008, the Company maintains employee stock-based compensation plans for stock options, restricted stock, and incentive stock
awards as governed by the 2000 Stock Incentive Plan, as amended (the 2000 Plan). The Company also maintains a Non-Employee Directors’ Fee and Stock
Option Plan (Directors Plan).

Stock-based compensation expense was $7.7 million and $7.6 million for the nine months ended September 30, 2008 and 2007, respectively. Included in
the stock-based compensation expense for 2008 above is $727,000 of expense related to stock options, $2.3 million related to restricted stock, $4.1 million related
to incentive stock awards, and $603,000 as compensation for Directors’ fees. At September 30, 2008, unamortized compensation expense related to those stock
options, restricted shares and incentive stock awards expected to vest totaled $14.6 million and will be recognized over a weighted average period of 1.8 years.
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Stock Options Under the 2000 Plan, stock options are granted to eligible employees at the fair market value, which is the average of the high and low

Wabtec stock price on the date of grant. Generally, the options become exercisable over a three or four year vesting period and expire ten years from the date of
grant. Options issued under the Directors Plan become exercisable over a three-year vesting period and expire ten years from the date of grant.

The following table summarizes the Company’s stock option activity and related information for both the 2000 Plan and Directors Plan for the nine months
ended September 30, 2008:
 

   Options   

Weighted
Average
Exercise

Price   

Weighted Average
Remaining

Contractual Life   

Aggregate
intrinsic value
(in thousands) 

Outstanding at December 31, 2007   1,009,494  $ 14.61  5.2  $ 20,022 
Granted   269,500   35.93     4,587 
Exercised   (180,834)  13.58     (7,119)
Canceled   (16,250)  19.49     (544)

   
 

          
 

Outstanding at September 30, 2008   1,081,910  $ 20.02  5.6  $ 35,632 
   

 

          

 

Exercisable at September 30, 2008   776,735  $ 14.00  4.5  $ 30,252 

The fair value of each option grant is estimated on the date of grant using the Black-Scholes option-pricing model with the following weighted-average
assumptions:
 

   
Nine months ended

September 30,  
     2008      2007   
Dividend yield   .3%  .1%
Risk-free interest rate   3.5%  4.4%
Stock price volatility   33.9  40.4 
Expected life (years)   5.0  5.0 

The dividend yield is based on the Company’s dividend rate and the current market price of the underlying common stock at the date of grant. Expected life
in years is determined from historical stock option exercise data. Expected volatility is based on the historical volatility of the Company’s stock. The risk-free
interest rate is based on the U.S. Treasury bond rates for the expected life of the option.

Restricted Stock and Incentive Stock Awards Under the 2000 Plan, the Company adopted a restricted stock plan in 2006. Eligible employees are granted
restricted stock that generally vests over three or four years from the date of grant.

In addition, the Company has issued incentive stock awards to eligible employees that vest upon attainment of certain cumulative three year performance
goals. The incentive stock awards included in the table below represent the maximum number of shares that may ultimately vest. As of September 30, 2008,
based on the Company’s performance, we estimate that the majority of these stock awards will vest and have recorded compensation expense accordingly. If our
estimate of the number of these stock awards expected to vest changes in a future accounting period, compensation expense could be reduced and will be
recognized over the remaining vesting period.
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Compensation expense for the restricted stock and incentive stock awards is based on the closing price of the Company’s common stock on the date of

grant and recognized over the applicable vesting period.

The following table summarizes the restricted stock and incentive stock awards activity and related information for the nine months ended September 30,
2008:
 

   
Restricted

Stock   

Incentive
Stock

Awards   

Weighted
Average Grant

Date Fair
Value

Outstanding at December 31, 2007   301,500  694,049  $ 29.65
Granted   79,000  301,000   35.50
Vested   (83,708) (243,913)  20.56
Canceled   (16,500) (51,470)  27.16

   
 

  
 

   

Outstanding at September 30, 2008   280,292  699,666  $ 35.13
   

 
  

 
   

10. INCOME TAXES

The overall effective income tax rate was 34.2% and 36.4% for the three and nine months ended September 30, 2008, respectively, and 38.4% and 37.0%
for the three and nine months ended September 30, 2007, respectively. The decrease in effective rate is primarily due to approximately $1.1 million of net tax
benefits recognized during the third quarter of 2008 due to the expiration of statutory review periods and current examinations in various tax jurisdictions.

The Company adopted the provisions of Financial Accounting Standards Board Interpretation No. 48 Accounting for Uncertainty in Income Taxes (“FIN
48”)—an interpretation of FASB Statement No. 109 on January 1, 2007. FIN 48 clarifies the accounting for uncertainty in income taxes.

As of January 1, 2008, the liability for income taxes associated with uncertain tax positions was $17.2 million, of which $10.6 million, if recognized, would
favorably affect the Company’s effective tax rate. The total liability related to uncertain tax positions as of September 30, 2008 is $16.2 million, of which $9.5
million, if recognized, would favorably affect the Company’s effective income tax rate.

The Company includes interest and penalties related to uncertain tax positions in income tax expense. As of January 1, 2008, the Company had accrued
interest and penalties related to uncertain tax positions of approximately $3.3 and $1.8 million, respectively. The total interest and penalties accrued as of
September 30, 2008 are approximately $4.1 and $2.3 million, respectively.

The Internal Revenue Service is currently auditing the 2005 and 2006 tax years. With limited exception, the Company is no longer subject to examination
by various U.S. and foreign taxing authorities for years before 2004.

At this time, the Company believes that it is reasonably possible that unrecognized tax benefits of approximately $3.1 million may change within the next
twelve months due to the expiration of statutory review periods and current examinations.
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11. EARNINGS PER SHARE

The computation of earnings per share is as follows:
 

   
Three Months Ended

September 30,
In thousands, except per share   2008   2007
Basic earnings per share     
Income from continuing operations applicable to common shareholders   $33,170  $26,760
Divided by     

Weighted average shares outstanding    48,161   48,736
Basic earnings from continuing operations per share   $ 0.69  $ 0.55

        

Diluted earnings per share     
Income from continuing operations applicable to common shareholders   $33,170  $26,760
Divided by sum of the     

Weighted average shares outstanding    48,161   48,736
Conversion of dilutive stock options and non-vested stock    666   645

        

Diluted shares outstanding    48,827   49,381
Diluted earnings from continuing operations per share   $ 0.68  $ 0.54

        

   
Nine Months Ended

September 30,
In thousands, except per share   2008   2007
Basic earnings per share     
Income from continuing operations applicable to common shareholders   $99,445  $80,439
Divided by     

Weighted average shares outstanding    48,269   48,488
Basic earnings from continuing operations per share   $ 2.06  $ 1.66

        

Diluted earnings per share     
Income from continuing operations applicable to common shareholders   $99,445  $80,439
Divided by sum of the     

Weighted average shares outstanding    48,269   48,488
Conversion of dilutive stock options and non-vested stock    649   612

        

Diluted shares outstanding    48,918   49,100
Diluted earnings from continuing operations per share   $ 2.03  $ 1.64

        

12. WARRANTIES

The following table reconciles the changes in the Company’s product warranty reserve:
 

   
Nine Months Ended

September 30,  
In thousands   2008   2007  
Balance at December 31, 2007 and 2006, respectively   $22,314  $17,399 
Warranty provision    14,977   8,388 
Acquisition    —     1,635 
Warranty claim payments    (8,821)  (7,613)

    
 

   
 

Balance at September 30, 2008 and 2007, respectively   $28,470  $19,809 
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13. FAIR VALUE MEASUREMENT

In September 2006, the FASB issued SFAS No. 157, “Fair Value Measurements,” (SFAS 157), which is effective for fiscal years beginning after
November 15, 2007 and for interim periods within those years. This statement defines fair value, establishes a framework for measuring fair value and expands
the related disclosure requirements. This statement is also applicable under other accounting pronouncements that require or permit fair value measurements. The
statement indicates, among other things, that a fair value measurement assumes that the transaction to sell an asset or transfer a liability occurs in the principal
market for the asset or liability or, in the absence of a principal market, the most advantageous market for the asset or liability. SFAS 157 defines fair value based
upon an exit price model.

Relative to SFAS 157, the FASB issued FASB Staff Positions (FSP) 157-1, 157-2 and 157-3. FSP 157-1 amends SFAS 157 to exclude SFAS No. 13,
“Accounting for Leases,” (SFAS 13) and its related interpretive accounting pronouncements that address leasing transactions, while FSP 157-2 delays the
effective date of the application of SFAS 157 to fiscal years beginning after November 15, 2008 for all nonfinancial assets and nonfinancial liabilities that are
recognized or disclosed at fair value in the financial statements on a nonrecurring basis. FSP 157-3 clarifies the application of SFAS 157 as it relates to the
valuation of financial assets in a market that is not active for those financial assets. This FSP is effective immediately and includes those periods for which
financial statements have not been issued. The Company currently does not have any financial assets that are valued using inactive markets, and as such is not
impacted by the issuance of this FSP.

The Company adopted SFAS 157 as of January 1, 2008, with the exception of the application of the statement to non-recurring nonfinancial assets and
nonfinancial liabilities. Non-recurring nonfinancial assets and nonfinancial liabilities for which the Company has not applied the provisions of SFAS 157 include
those measured at fair value in goodwill impairment testing, indefinite lived intangible assets measured at fair value for impairment testing, asset retirement
obligations initially measured at fair value, and those initially measured at fair value in a business combination. The implementation of SFAS 157 for financial
assets and financial liabilities did not have a material impact on the Company’s consolidated financial position and results of operations. The Company is
currently evaluating the impact of adopting SFAS 157 for nonfinancial assets and nonfinancial liabilities.

Valuation Hierarchy. SFAS 157 establishes a valuation hierarchy for disclosure of the inputs to valuation used to measure fair value. This hierarchy
prioritizes the inputs into three broad levels as follows. Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities. Level 2
inputs are quoted prices for similar assets and liabilities in active markets or inputs that are observable for the asset or liability, either directly or indirectly through
market corroboration, for substantially the full term of the financial instrument. Level 3 inputs are unobservable inputs based on the Company’s assumptions used
to measure assets and liabilities at fair value. A financial asset or liability’s classification within the hierarchy is determined based on the lowest level input that is
significant to the fair value measurement.

The following table provides the assets and liabilities carried at fair value measured on a recurring basis as of September 30, 2008:
 
      Fair Value Measurements at September 30, 2008 Using

In thousands   

Total Carrying
Value at

September 30,
2008   

Quoted Prices in
Active Markets for

Identical Assets
(Level 1)   

Significant Other
Observable Inputs

(Level 2)   

Significant
Unobservable

Inputs
(Level 3)

Foreign currency forward contracts   $ 130  $ —    $ 130  $ —  
                

Total   $ 130  $ —    $ 130  $ —  
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As a result of our global operating activities, the Company is exposed to market risks from changes in foreign currency exchange rates, which may

adversely affect our operating results and financial position. When deemed appropriate, the Company minimizes these risks through entering into foreign
currency forward contracts. The foreign currency forward contracts are valued using broker quotations, or market transactions in either the listed or over-the
counter markets. As such, these derivative instruments are classified within level 2.

14. COMMITMENTS AND CONTINGENCIES

Claims have been filed against the Company and certain of its affiliates in various jurisdictions across the United States by persons alleging bodily injury as
a result of exposure to asbestos-containing products. Since 2000, the number of such claims has increased and the resolution of these claims may take a
significant period of time. Most of these claims have been made against our wholly owned subsidiary, Railroad Friction Products Corporation (RFPC), and are
based on a product sold by RFPC prior to the time that the Company acquired any interest in RFPC. On April 17, 2005, a claim against the Company by a former
stockholder of RFPC contending that the Company assumed that entity’s liability for asbestos claims arising from exposure to RFPC’s product was resolved in
the Company’s favor.

Most of these claims, including all of the RFPC claims, are submitted to insurance carriers for defense and indemnity or to non-affiliated companies that
retain the liabilities for the asbestos-containing products at issue. We cannot, however, assure that all these claims will be fully covered by insurance or that the
indemnitors will remain financially viable. Our ultimate legal and financial liability with respect to these claims, as is the case with other pending litigation,
cannot be estimated.

It is Management’s belief that the potential range of loss for asbestos-related bodily injury cases is not reasonably determinable at present for a variety of
factors, including: (1) the limited asbestos case settlement history of the Company’s wholly owned subsidiary, RFPC; (2) the unpredictable nature of personal
injury litigation in general; and (3) the uncertainty of asbestos litigation in particular. Despite this uncertainty, and although the results of the Company’s
operations and cash flows for any given period could be adversely affected by asbestos-related lawsuits, Management believes that the final resolution of the
Company’s asbestos-related cases will not be material to the Company’s overall financial position, results of operations and cash flows. In general, this belief is
based upon: (1) Wabtec’s and RFPC’s limited history of settlements and dismissals of asbestos-related cases to date; (2) the inability of many plaintiffs to
establish any exposure or causal relationship to RFPC’s product; and (3) the inability of many plaintiffs to demonstrate any identifiable injury or compensable
loss.

More specifically, as to RFPC, Management’s belief that any losses due to asbestos-related cases would not be material is also based on the fact that RFPC
owns insurance which provides coverage for asbestos-related bodily injury claims. To date, RFPC’s insurers have provided RFPC with defense and indemnity in
these actions. As to Wabtec and its divisions, Management’s belief that asbestos-related cases will not have a material impact is also based on its position that it
has no legal liability for asbestos-related bodily injury claims, and that the former owners of Wabtec’s assets retained asbestos liabilities for the products at issue.
To date, Wabtec has been able to successfully defend itself on this basis, including two arbitration decisions and a judicial opinion, all of which confirmed
Wabtec’s position that it did not assume any asbestos liabilities from the former owners of certain Wabtec assets. Although Wabtec has incurred defense and
administrative costs in connection with asbestos bodily injury actions, these costs have not been material, and the Company has no information that would
suggest these costs would become material in the foreseeable future.
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In March 2006, Management began an internal investigation related to business transactions conducted by a subsidiary, Pioneer Friction Limited

(“Pioneer”), in West Bengal, India. Through an internal compliance review, Management discovered that disbursements were made which may be in violation of
applicable laws and regulations. Pioneer is a fourth-tier subsidiary of Wabtec; two of the intermediate subsidiaries are Australian companies which are, in turn,
owned by a U.S. holding company. The Company has entered into a non-prosecution agreement with the United States Department of Justice and has paid a
penalty of $300,000. The Company has reached a civil settlement with the Securities and Exchange Commission and paid a penalty of $375,000.

On October 18, 2007, Faiveley Transport Malmo AB filed a request for arbitration with the International Chamber of Commerce alleging breach of
contract and trade secret violations relating to the Company’s manufacture and sale of certain components. The components at issue are limited in number and
used in the transit industry. On that same day, Faiveley also filed a related proceeding against the Company in the United States District Court for the Southern
District of New York (“Federal Court”), requesting a preliminary injunction in aid of the arbitration. In both forums, Faiveley seeks to prevent the Company from
manufacturing and selling the subject components until the arbitration panel decides Faiveley’s claim. In the arbitration, Faiveley also seeks monetary damages.
The Company’s motion and subsequent appeal to dismiss the Federal Court action on jurisdictional grounds were denied. During the week of July 28, 2008, the
Federal Court conducted a hearing on Faiveley’s injunction request. On August 22, 2008 the Federal Court issued an order denying in part and granting in part
Faiveley’s injunction request, Wabtec is permitted to perform under all contracts entered into prior to August 22, 2008, including a New York City Transit
contract that was the parties main focus during the hearing. However, Wabtec is not permitted to enter into any future contracts for the supply of one of the
products at issue, or its components, until the international arbitrators decide the merits of the dispute. Wabtec has filed an appeal in the Federal Court action. On
October 1, 2008 in a filing before the international arbitration panel, Faiveley alleged $128 million in damages. The Company believes that this claim is grossly
overstated, is not supported by the facts or circumstances surrounding the case, and is frivolous in most respects. The international arbitration panel expects to
conduct its hearing on the underlying breach of contract and trade secret issues in February 2009. The Company denies Faiveley’s allegations and does not
believe that it has any material legal liability in this matter; it will vigorously contest both proceedings.

The Company is subject to a number of other commitments and contingencies as described in its Annual Report on Form 10-K for the Year Ended
December 31, 2007, filed on February 29, 2008. During the first nine months of 2008, there were no material changes to the information described in Note 18
therein.

15. SEGMENT INFORMATION

Wabtec has two reportable segments—the Freight Group and the Transit Group. The key factors used to identify these reportable segments are the
organization and alignment of the Company’s internal operations, the nature of the products and services, and customer type. The business segments are:

Freight Group manufactures products and provides services geared primarily to the production and operation of freight cars and locomotives, including
braking control equipment, on-board electronic components and train coupler equipment.

Transit Group consists of products for passenger transit vehicles and locomotives (typically subways, commuter rail and buses) that include braking,
coupling, monitoring systems, climate control and door equipment engineered to meet individual customer specifications, as well as commuter rail locomotives.
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The Company evaluates its business segments’ operating results based on income from operations. Corporate activities include general corporate expenses,

elimination of intersegment transactions, interest income and expense and other unallocated charges. Since certain administrative and other operating expenses
and other items have not been allocated to business segments, the results in the following tables are not necessarily a measure computed in accordance with
generally accepted accounting principles and may not be comparable to other companies.

Segment financial information for the three months ended September 30, 2008 is as follows:
 

In thousands   
Freight
Group   

Transit
Group   

Corporate
Activities and
Elimination   Total  

Sales to external customers   $183,276  $212,741  $ —    $396,017 
Intersegment sales/(elimination)    5,492   389   (5,881)  —   

            
 

   
 

Total sales   $188,768  $213,130  $ (5,881) $396,017 
            

 

   

 

Income (loss) from operations   $ 32,442  $ 24,473  $ (4,461) $ 52,454 
Interest expense and other, net    —     —     (2,043)  (2,043)

            
 

   
 

Income (loss) from continuing operations before income taxes   $ 32,442  $ 24,473  $ (6,504) $ 50,411 
            

 

   

 

Segment financial information for the three months ended September 30, 2007 is as follows:
 

In thousands   
Freight
Group   

Transit
Group   

Corporate
Activities and
Elimination   Total  

Sales to external customers   $182,698  $172,136  $ —    $354,834 
Intersegment sales/(elimination)    5,159   208   (5,367)  —   

            
 

   
 

Total sales   $187,857  $172,344  $ (5,367) $354,834 
            

 

   

 

Income (loss) from operations   $ 30,763  $ 18,610  $ (3,581) $ 45,792 
Interest expense and other, net    —     —     (2,364)  (2,364)

            
 

   
 

Income (loss) from continuing operations before income taxes   $ 30,763  $ 18,610  $ (5,945) $ 43,428 
            

 

   

 

Segment financial information for the nine months ended September 30, 2008 is as follows:
 

In thousands   
Freight
Group   

Transit
Group   

Corporate
Activities and
Elimination   Total  

Sales to external customers   $ 574,673  $ 594,865  $ —    $ 1,169,538 
Intersegment sales/(elimination)    15,389   1,390   (16,779)  —   

            
 

   
 

Total sales   $ 590,062  $ 596,255  $ (16,779) $ 1,169,538 
            

 

   

 

Income (loss) from operations   $ 104,605  $ 72,007  $ (14,350) $ 162,262 
Interest expense and other, net    —     —     (5,896)  (5,896)

            
 

   
 

Income (loss) from continuing operations before income taxes   $ 104,605  $ 72,007  $ (20,246) $ 156,366 
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Segment financial information for the nine months ended September 30, 2007 is as follows:

 

In thousands   
Freight
Group   

Transit
Group   

Corporate
Activities and
Elimination   Total  

Sales to external customers   $548,351  $446,469  $ —    $ 994,820 
Intersegment sales/(elimination)    12,566   661   (13,227)  —   

            
 

   
 

Total sales   $560,917  $447,130  $ (13,227) $ 994,820 
            

 

   

 

Income (loss) from operations   $ 97,302  $ 48,206  $ (11,535) $ 133,973 
Interest expense and other, net    —     —     (6,279)  (6,279)

            
 

   
 

Income (loss) from continuing operations before income taxes   $ 97,302  $ 48,206  $ (17,814) $ 127,694 
            

 

   

 

Sales by product is as follows:
 

   
Three Months Ended

September 30,
In thousands   2008   2007
Brake products   $ 143,616  $ 112,524
Freight electronics & specialty products    94,961   91,536
Remanufacturing, overhaul & build    79,873   90,538
Transit products    58,303   44,405
Other    19,264   15,831

        

Total sales   $ 396,017  $ 354,834
        

   
Nine Months Ended

September 30,
In thousands   2008   2007
Brake products   $ 405,878  $ 341,551
Freight electronics & specialty products    285,314   266,770
Remanufacturing, overhaul & build    259,084   237,801
Transit products    161,682   104,385
Other    57,580   44,313

        

Total sales   $ 1,169,538  $ 994,820
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16. GUARANTOR SUBSIDIARIES FINANCIAL INFORMATION

Effective August 2003, the Company issued $150 million of Senior Notes due in 2013 (“Notes”). The obligations under the Notes are fully and
unconditionally guaranteed by all U.S. subsidiaries as guarantors. In accordance with positions established by the Securities and Exchange Commission, the
following shows separate financial information with respect to the parent, the guarantor subsidiaries and the non-guarantor subsidiaries. The principal elimination
entries eliminate investment in subsidiaries and certain intercompany balances and transactions.

Balance Sheet as of September 30, 2008:
 

In thousands   Parent   Guarantors   
Non-

Guarantors   Elimination   Consolidated
Cash and cash equivalents   $ 72,610  $ 2,248  $ 111,532  $ —    $ 186,390
Accounts receivable    234   204,486   93,963   —     298,683
Inventories    —     131,019   92,348   —     223,367
Other current assets    27,590   3,106   5,391   —     36,087

    
 

   
 

       
 

   

Total current assets    100,434   340,859   303,234   —     744,527
Property, plant and equipment    1,924   97,614   84,472   —     184,010
Goodwill    7,980   150,927   118,126   —     277,033
Investment in subsidiaries    1,480,845   272,609   288,224   (2,041,678)  —  
Other intangibles    759   44,931   11,144   —     56,834
Other long term assets    (1,977)  208   24,576   —     22,807

    
 

   
 

       
 

   

Total Assets   $1,589,965  $ 907,148  $ 829,776  $(2,041,678) $1,285,211
    

 
   

 
       

 
   

Current liabilities   $ (1,019) $ 246,440  $ 106,479  $ —    $ 351,900
Intercompany    704,809   (797,466)  92,657   —     —  
Long-term debt    150,000   121   —     —     150,121
Other long term liabilities    51,474   17,226   29,789   —     98,489

    
 

   
 

       
 

   

Total liabilities    905,264   (533,679)  228,925   —     600,510
Stockholders’ equity    684,701   1,440,827   600,851   (2,041,678)  684,701

    
 

   
 

       
 

   

Total Liabilities and Stockholders’ Equity   $1,589,965  $ 907,148  $ 829,776  $(2,041,678) $1,285,211
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Balance Sheet as of December 31, 2007:

 

In thousands   Parent   Guarantors   
Non-

Guarantors   Elimination   Consolidated
Cash and cash equivalents   $ 82,911  $ 10,004  $ 141,774  $ —    $ 234,689
Accounts receivable    135   150,662   71,438   —     222,235
Inventories    —     108,958   67,019   —     175,977
Other current assets    24,703   3,530   4,633   —     32,866

    
 

   
 

       
 

   

Total current assets    107,749   273,154   284,864   —     665,767
Property, plant and equipment    2,493   100,806   79,138   —     182,437
Goodwill    7,980   151,297   73,316   —     232,593
Investment in subsidiaries    1,311,343   223,145   59,850   (1,594,338)  —  
Other intangibles    1,354   46,602   10,717   —     58,673
Other long term assets    (1,526)  693   20,065   —     19,232

    
 

   
 

       
 

   

Total Assets   $1,429,393  $ 795,697  $ 527,950  $(1,594,338) $1,158,702
    

 
   

 
       

 
   

Current liabilities   $ 1,576  $ 203,938  $ 89,721  $ —    $ 295,235
Intercompany    608,282   (644,920)  36,638   —     —  
Long-term debt    150,000   177   —     —     150,177
Other long term liabilities    52,267   13,445   30,310   —     96,022

    
 

   
 

       
 

   

Total liabilities    812,125   (427,360)  156,669   —     541,434
Stockholders’ equity    617,268   1,223,057   371,281   (1,594,338)  617,268

    
 

   
 

       
 

   

Total Liabilities and Stockholders’ Equity   $1,429,393  $ 795,697  $ 527,950  $(1,594,338) $1,158,702
    

 

   

 

       

 

   

Income Statement for the Three Months Ended September 30, 2008:
 

In thousands   Parent   Guarantors   
Non-

Guarantors   Elimination(1)  Consolidated 
Net sales   $ —    $ 295,004  $ 133,103  $ (32,090) $ 396,017 
Cost of sales    719   (199,592)  (109,306)  19,836   (288,343)

    
 

   
 

   
 

   
 

   
 

Gross profit (loss)    719   95,412   23,797   (12,254)  107,674 
Operating expenses    (12,851)  (27,512)  (14,857)  —     (55,220)

    
 

   
 

   
 

   
 

   
 

Operating (loss) profit    (12,132)  67,900   8,940   (12,254)  52,454 
Interest (expense) income, net    (4,778)  2,109   726   —     (1,943)
Other (expense) income, net    (188)  2,022   (1,934)  —     (100)
Equity earnings    59,931   9,342   —     (69,273)  —   

    
 

   
 

   
 

   
 

   
 

Income (loss) from continuing operations before income tax    42,833   81,373   7,732   (81,527)  50,411 
Income tax expense    (9,663)  (2,836)  (4,742)  —     (17,241)

    
 

   
 

   
 

   
 

   
 

Net income (loss)   $ 33,170  $ 78,537  $ 2,990  $ (81,527) $ 33,170 
    

 

   

 

   

 

   

 

   

 

 

(1) Includes elimination of gross profit realized with certain intercompany transactions between Guarantor and Non-Guarantor subsidiaries.
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Income Statement for the Three Months Ended September 30, 2007:

 

In thousands   Parent   Guarantors   
Non-

Guarantors  Elimination(1)  Consolidated 
Net sales   $ —    $ 265,255  $ 115,821  $ (26,242) $ 354,834 
Cost of sales    1,561   (182,326)  (95,619)  17,267   (259,117)

    
 

   
 

   
 

   
 

   
 

Gross profit (loss)    1,561   82,929   20,202   (8,975)  95,717 
Operating expenses    (11,431)  (26,353)  (12,141)  —     (49,925)

    
 

   
 

   
 

   
 

   
 

Operating (loss) profit    (9,870)  56,576   8,061   (8,975)  45,792 
Interest (expense) income, net    (5,032)  2,776   819   —     (1,437)
Other (expense) income, net    (198)  943   (1,672)  —     (927)
Equity earnings    51,240   6,727   —     (57,967)  —   

    
 

   
 

   
 

   
 

   
 

Income (loss) from continuing operations before income tax    36,140   67,022   7,208   (66,942)  43,428 
Income tax expense    (9,538)  (3,342)  (3,788)  —     (16,668)

    
 

   
 

   
 

   
 

   
 

Income (loss) from continuing operations    26,602   63,680   3,420   (66,942)  26,760 
Income (loss) from discontinued operations (net of tax)    640   (215)  57   —     482 

    
 

   
 

   
 

   
 

   
 

Net income (loss)   $ 27,242  $ 63,465  $ 3,477  $ (66,942) $ 27,242 
    

 

   

 

   

 

   

 

   

 

 

(1) Includes elimination of gross profit realized with certain intercompany transactions between Guarantor and Non-Guarantor subsidiaries.

Income Statement for the Nine Months Ended September 30, 2008:
 

In thousands   Parent   Guarantors   
Non-

Guarantors   Elimination(1)  Consolidated  
Net sales   $ —    $ 870,036  $ 400,526  $ (101,024) $1,169,538 
Cost of sales    349   (588,540)  (332,598)  72,641   (848,148)

    
 

   
 

   
 

   
 

   
 

Gross profit (loss)    349   281,496   67,928   (28,383)  321,390 
Operating expenses    (39,843)  (83,155)  (36,130)  —     (159,128)

    
 

   
 

   
 

   
 

   
 

Operating (loss) profit    (39,494)  198,341   31,798   (28,383)  162,262 
Interest (expense) income, net    (14,321)  6,603   3,001   —     (4,717)
Other (expense) income, net    (599)  3,960   (4,540)  —     (1,179)
Equity earnings    186,683   25,399   —     (212,082)  —   

    
 

   
 

   
 

   
 

   
 

Income (loss) from continuing operations before income
tax    132,269   234,303   30,259   (240,465)  156,366 

Income tax expense    (32,827)  (10,169)  (13,925)  —     (56,921)
    

 
   

 
   

 
   

 
   

 

Income (loss) from continuing operations    99,442   224,134   16,334   (240,465)  99,445 
Loss from discontinued operations (net of tax)    —     —     (3)  —     (3)

    
 

   
 

   
 

   
 

   
 

Net income (loss)   $ 99,442  $ 224,134  $ 16,331  $ (240,465) $ 99,442 
    

 

   

 

   

 

   

 

   

 

 

(1) Includes elimination of gross profit realized with certain intercompany transactions between Guarantor and Non-Guarantor subsidiaries.
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Income Statement for the Nine Months Ended September 30, 2007:

 

In thousands   Parent   Guarantors   
Non-

Guarantors   Elimination(1)  Consolidated 
Net sales   $ —    $ 752,997  $ 329,395  $ (87,572) $ 994,820 
Cost of sales    1,978   (508,850)  (274,356)  59,541   (721,687)

    
 

   
 

   
 

   
 

   
 

Gross profit (loss)    1,978   244,147   55,039   (28,031)  273,133 
Operating expenses    (34,698)  (71,215)  (33,247)  —     (139,160)

    
 

   
 

   
 

   
 

   
 

Operating (loss) profit    (32,720)  172,932   21,792   (28,031)  133,973 
Interest (expense) income, net    (13,447)  8,276   2,265   —     (2,906)
Other (expense) income, net    (799)  1,982   (4,556)  —     (3,373)
Equity earnings    154,679   15,670   —     (170,349)  —   

    
 

   
 

   
 

   
 

   
 

Income (loss) from continuing operations before income tax    107,713   198,860   19,501   (198,380)  127,694 
Income tax expense    (27,489)  (11,028)  (8,738)  —     (47,255)

    
 

   
 

   
 

   
 

   
 

Income (loss) from continuing operations    80,224   187,832   10,763   (198,380)  80,439 
Income (loss) from discontinued operations (net of tax)    670   (215)  —     —     455 

    
 

   
 

   
 

   
 

   
 

Net income (loss)   $ 80,894  $ 187,617  $ 10,763  $ (198,380) $ 80,894 
    

 

   

 

   

 

   

 

   

 

 

(1) Includes elimination of gross profit realized with certain intercompany transactions between Guarantor and Non-Guarantor subsidiaries.

Condensed Statement of Cash Flows for the Nine Months Ended September 30, 2008:
 

In thousands   Parent   Guarantors   
Non-

Guarantors  Elimination   Consolidated 
Net cash provided by (used for) operating activities   $ 31,833  $ 223,206  $ 62,721  $(240,465) $ 77,295 
Net cash used for investing activities    (259)  (6,764)  (87,629)  —     (94,652)
Net cash (used for) provided by financing activities    (41,875)  (224,198)  3,511   240,465   (22,097)
Effect of changes in currency exchange rates    —     —     (8,845)  —     (8,845)

    
 

   
 

   
 

   
 

   
 

Decrease in cash    (10,301)  (7,756)  (30,242)  —     (48,299)
Cash, beginning of year    82,911   10,004   141,774   —     234,689 

    
 

   
 

   
 

   
 

   
 

Cash, end of period   $ 72,610  $ 2,248  $ 111,532  $ —    $ 186,390 
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Condensed Statement of Cash Flows for the Nine Months Ended September 30, 2007:

 

In thousands   Parent   Guarantors   
Non-

Guarantors  Elimination   Consolidated 
Net cash provided by (used for) operating activities   $ 4,720  $ 196,764  $ 41,432  $(198,380) $ 44,536 
Net cash used for investing activities    (74,155)  (7,406)  (4,413)  —     (85,974)
Net cash provided by (used for) financing activities    977   (187,617)  (10,763)  198,380   977 
Effect of changes in currency exchange rates    —     —     10,508   —     10,508 

    
 

   
 

   
 

   
 

   
 

(Decrease) increase in cash    (68,458)  1,741   36,764   —     (29,953)
Cash, beginning of year    106,233   (231)  81,977   —     187,979 

    
 

   
 

   
 

   
 

   
 

Cash, end of period   $ 37,775  $ 1,510  $ 118,741  $ —    $ 158,026 
    

 

   

 

   

 

   

 

   

 

17. OTHER EXPENSE, NET

The components of other expense are as follows:
 

   
Three Months Ended

September 30,   
Nine Months Ended

September 30,
In thousands     2008     2007      2008        2007   
Foreign currency loss   $ 601  $ 519  $ 1,797  $ 2,614
Other miscellaneous (income) expense    (501)   408   (618)  759

    
 

       
 

   

Total other expense   $ 100  $ 927  $ 1,179  $ 3,373
    

 

       

 

   

 
29



Table of Contents

Item 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion should be read in conjunction with the information in the unaudited condensed consolidated financial statements and notes
thereto included herein and Westinghouse Air Brake Technologies Corporation’s Financial Statements and Management’s Discussion and Analysis of Financial
Condition and Results of Operations included in its 2007 Annual Report on Form 10-K, filed February 29, 2008.

OVERVIEW

Wabtec is one of the world’s largest providers of value-added, technology-based products and services for the global rail industry. Our products are found
on virtually all U.S. locomotives, freight cars and passenger transit vehicles, as well as in more than 100 countries throughout the world. Our products enhance
safety, improve productivity and reduce maintenance costs for customers, and many of our core products and services are essential in the safe and efficient
operation of freight rail and passenger transit vehicles. Wabtec is a global company with operations in 13 countries. In the first nine months of 2008, about 42% of
the Company’s revenues came from customers outside the U.S.

Management Review and Future Outlook

Wabtec’s long-term financial goals are to generate free cash flow in excess of net income, maintain a strong credit profile while minimizing our overall cost
of capital, increase margins through strict attention to cost controls, and increase revenues through a focused growth strategy, including global and market
expansion, new products and technologies, aftermarket products and services, and acquisitions. In addition, Management evaluates the Company’s short-term
operational performance through measures such as quality and on-time delivery.

The Company monitors a variety of factors and statistics to gauge market activity. The freight rail industry is largely driven by general economic
conditions, which can cause fluctuations in rail traffic. Based on those fluctuations, railroads can increase or decrease purchases of new locomotive and freight
cars.

In 2008, the Company expects conditions to remain generally favorable in its passenger transit rail markets and expects its freight rail markets to remain
stable, but subject to changes in overall economic conditions. Through mid-October 2008, revenue ton-miles, in the freight industry, increased 0.8%, compared to
the same period in 2007. Demand for new locomotives is expected to be slightly higher than in 2007, while demand for new freight cars is expected to be lower.
Less than 20% of the Company’s revenues are directly related to deliveries of new freight cars. At September 30, 2008, the industry backlog of freight cars
ordered was 52,154, compared to 61,573 at the end of the prior quarter. In the passenger transit rail market, the Company believes that increases in ridership and
federal funding will continue to have a positive effect on the demand for new equipment and aftermarket parts. In addition, the Company has a strong backlog of
transit-related projects.

In 2008 and beyond, we will continue to face many challenges, including economic uncertainty in the markets in which we operate, fluctuations in the costs
for raw materials, higher costs for medical and insurance premiums, and foreign currency fluctuations. In addition, we face general economic risks, as well as the
risk that our customers could curtail spending on new and existing equipment. Risks associated with our four-point growth strategy include the level of
investment that customers are willing to make in new technologies developed by the industry and the Company, and risks inherent in global expansion. When
necessary, we will modify our financial and operating strategies to reflect changes in market conditions and risks.

Since 2006, Wabtec has downsized its Canadian operations by moving certain products to lower-cost facilities and outsourcing. In the Freight segment,
Wabtec recorded charges of $1.1 million and $481,000 for the three months ended September 30, 2008 and 2007, respectively. Wabtec recorded charges of $4.1
million and
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$4.5 million for the nine months ended September 30, 2008 and 2007, respectively. Total expenses for restructuring and other expenses recorded since 2006 have
been $16.0 million, comprised of the $5.2 million for employee severance costs for approximately 390 salaried and hourly employees; $5.5 million of pension
and postretirement benefit curtailment for those employees; $4.8 million related to asset impairments for structures, machinery, and equipment; and $541,000 for
goodwill impairment. The goodwill impairment was recorded as amortization expense and most of the other charges were recorded to cost of sales. Severance
costs are contractual liabilities and payment is dependent on the waiver by or expiration of certain seniority rights of those employees. As of September 30, 2008,
$3.1 million of this amount had been paid. In the Transit segment, Wabtec recorded charges of $1.1 million for the nine months ended September 30, 2007. Total
expenses for restructuring and other expenses recorded since 2006 have been $1.5 million, comprised of severance, pension, and asset impairment. All charges
are recorded to cost of sales. As of September 30, 2008, all but $58,000 of these costs have been paid.

RESULTS OF OPERATIONS

The following table shows our Consolidated Statements of Operations for the periods indicated.
 

   
Three Months Ended

September 30,   
Nine Months Ended

September 30,  
In millions   2008   2007   2008   2007  
Net sales   $ 396.0  $ 354.8  $1,169.5  $ 994.8 
Cost of sales    (288.3)  (259.1)  (848.1)  (721.7)

    
 

   
 

   
 

   
 

Gross profit    107.7   95.7   321.4   273.1 
Selling, general and administrative expenses    (43.8)  (39.7)  (126.3)  (109.5)
Engineering expenses    (9.7)  (9.2)  (29.3)  (27.1)
Amortization expense    (1.7)  (1.0)  (3.5)  (2.5)

    
 

   
 

   
 

   
 

Total operating expenses    (55.2)  (49.9)  (159.1)  (139.1)
Income from operations    52.5   45.8   162.3   134.0 
Interest (expense) income, net    (2.0)  (1.5)  (4.7)  (2.9)
Other expense, net    (0.1)  (0.9)  (1.2)  (3.4)

    
 

   
 

   
 

   
 

Income from continuing operations before income taxes    50.4   43.4   156.4   127.7 
Income tax expense    (17.2)  (16.6)  (57.0)  (47.3)

    
 

   
 

   
 

   
 

Income from continuing operations    33.2   26.8   99.4   80.4 
Discontinued operations    —     0.4   —     0.5 

    
 

   
 

   
 

   
 

Net income   $ 33.2  $ 27.2  $ 99.4  $ 80.9 
    

 
   

 
   

 
   

 

THIRD QUARTER 2008 COMPARED TO THIRD QUARTER 2007

The following table summarizes the results of operations for the period:
 

   Three months ended September 30,  

In thousands   2008   2007   
Percent
Change 

Net sales   $396,017  $354,834  11.6%
Income from operations    52,454   45,792  14.5%
Net income    33,170   27,242  21.8%

Net sales increased by $41.2 million to $396.0 million from $354.8 million for the three months ended September 30, 2008 and 2007, respectively. The
increase is primarily due to internal growth from increased sales of $20.5 million for combined freight and transit brake products, $13.3 million for other transit
related products,
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$3.4 million for freight electronics and specialty products and $2.9 million for other products. Offsetting those increases was a decrease of $8.4 million for
remanufacturing, overhaul and build of locomotives in the freight and transit groups. The Company also realized net sales improvements of $2.0 million due to
foreign exchange, but net earnings were generally not impacted by foreign exchange. Net income for the three months ended September 30, 2008 was $33.2
million or $0.68 per diluted share. Net income for the three months ended September 30, 2007 was $27.2 million or $0.55 per diluted share. Net income improved
primarily due to sales increases and consistent operating costs.

Net sales by Segment The following table shows the Company’s net sales by business segment:
 

   
Three months ended

September 30,
In thousands   2008   2007
Freight Group   $ 183,276  $ 182,698
Transit Group    212,741   172,136

        

Net sales   $ 396,017  $ 354,834

Freight Group sales increased by $0.6 million or 0.3% primarily due to increased sales of $3.4 million for freight electronics and specialty products and
$2.6 million due to other products. Offsetting those increases were decreases of $5.1 million for remanufacturing, overhaul and build of locomotives and $4.1
million for brake products. Transit Group sales increased by $40.6 million or 23.6% primarily due to increased sales of $24.6 million for brake products, $13.3
million for other transit related products and $1.1 million due to foreign exchange. Offsetting those increases was a decrease of $3.3 million for remanufacturing,
overhaul and build of locomotives.

Gross profit Gross profit increased to $107.7 million in the third quarter of 2008 compared to $95.7 million in the same period of 2007. Gross profit is
dependent on a number of factors including pricing, sales volume and product mix. Gross profit, as a percentage of sales, was 27.2% compared to 27.0%, for the
third quarter of 2008 and 2007, respectively. The gross profit percentage was flat due to the changing mix of revenues from Freight to Transit as Transit margins
tend to be lower than Freight. This was offset by ongoing efficiency and cost saving initiatives. The provision for warranty expense was $1.6 million higher for
the third quarter of 2008 compared to the same period of 2007, which had a negative impact on gross profit. These provisions, which are established based on
historical claims as a percentage of revenue, were higher due to increased sales resulting in a higher reserve compared to the third quarter of 2007.

Operating expenses The following table shows our operating expenses:
 

   Three months ended September 30,  

In thousands   2008   2007   
Percent
Change  

Selling, general and administrative expenses   $ 43,841  $ 39,679  10.5%
Engineering expenses    9,713   9,237  5.2%
Amortization expense    1,666   1,009  65.1%

           
 

Total operating expenses   $ 55,220  $ 49,925  10.6%
           

 

Selling, general, and administrative expenses increased $4.2 million in the third quarter of 2008 compared to the same period of 2007 primarily due to
acquisition and legal expenses. Engineering expenses increased by $476,000 in the third quarter of 2008 compared to the same period of 2007. Amortization
expense increased in the third quarter of 2008 compared to the same period in 2007 due primarily to the acquisition in the third quarter of 2008. Total operating
expenses were 13.9% and 14.1% of sales for the third quarters of 2008 and 2007, respectively.
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Income from operations Income from operations totaled $52.5 million (or 13.2% of sales) in the third quarter of 2008 compared with $45.8 million (or
12.9% of sales) in the same period of 2007. Income from operations improved primarily due to sales increases and higher operating margins.

Interest expense, net Interest expense, net increased $506,000 in the third quarter of 2008 compared to the same period of 2007 primarily due to lower
interest income from a decrease in interest rates.

Other expense, net The Company recorded foreign exchange expense of $601,000 and $519,000 in the third quarter of 2008 and 2007, respectively, due to
the effect of currency exchange rate changes on intercompany transactions that are non U.S. dollar denominated amounts and charged or credited to earnings.

Income taxes The overall effective income tax rate was 34.2% and 38.4% for third quarters of 2008 and 2007, respectively. The decrease in effective rate is
primarily due to approximately $1.1 million of net tax benefits recognized during the third quarter of 2008 due to the expiration of statutory review periods and
current examinations in various tax jurisdictions.

Net income Net income for the third quarter of 2008 increased $6.4 million, compared with the same period of 2007. Net income improved primarily due
to sales increases and higher operating margins.

FIRST NINE MONTHS OF 2008 COMPARED TO FIRST NINE MONTHS OF 2007

The following table summarizes the results of operations for the period:
 

   Nine months ended September 30,  

In thousands   2008   2007   
Percent
Change 

Net sales   $1,169,538  $994,820  17.6%
Income from operations    162,262   133,973  21.1%
Net income    99,442   80,894  22.9%

Net sales increased by $174.7 million to $1,169.5 million from $994.8 million for the nine months ended September 30, 2008 and 2007, respectively. The
increase is primarily due to internal growth from increased sales of $44.1 million for combined freight and transit brake products, $23.7 million for
remanufacturing, overhaul and build of locomotives in the freight and transit groups, $22.5 million for other transit related products, $18.5 million for freight
electronics and specialty products and $9.8 million for other products. Net sales increased $40.5 million from acquisitions. The Company also realized net sales
improvements of $15.6 million due to foreign exchange, but net earnings are not materially impacted by foreign exchange. Net income for the nine months ended
September 30, 2008 was $99.4 million or $2.03 per diluted share. Net income for the nine months ended September 30, 2007 was $80.9 million or $1.65 per
diluted share. Net income improved primarily due to sales increases and consistent operating costs.

Net sales by Segment The following table shows the Company’s net sales by business segment:
 

   
Nine months ended

September 30,
In thousands   2008   2007
Freight Group   $ 574,673  $ 548,351
Transit Group    594,865   446,469

        

Net sales   $ 1,169,538  $ 994,820

Freight Group sales increased by $26.3 million or 4.8% primarily due to increased sales of $18.5 million for freight electronics and specialty products, $9.7
million for other products, $5.8 million for brake products, $2.9 million from an acquisition completed in the third quarter of 2008 and $5.5 million due to foreign
exchange.
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Offsetting those increases was a decrease of $16.1 million for remanufacturing, overhaul and build of locomotives. Transit Group sales increased by $148.4
million or 33.2% primarily due to increased sales of $39.8 million for remanufacturing, overhaul and build of locomotives, $38.3 million for brake products,
$22.5 million for other transit related products, $37.6 million from acquisitions and $10.1 million due to foreign exchange.

Gross profit Gross profit increased to $321.4 million for the first nine months of 2008 compared to $273.1 million in the same period of 2007. Gross profit
is dependent on a number of factors including pricing, sales volume and product mix. Gross Profit as a percentage of sales was 27.5% for the nine months ended
September 30, 2008 and 2007. The provision for warranty expense was $6.0 million higher compared to the same period of 2007, which had a negative impact on
gross profit. These provisions, which are established based on historical claims as a percentage of revenue, were slightly higher due to increased sales resulting in
a higher reserve compared to the first nine months of 2007.

Operating expenses The following table shows our operating expenses:
 

   Nine months ended September 30,  

In thousands   2008   2007   
Percent
Change 

Selling, general and administrative expenses   $126,322  $109,539  15.3%
Engineering expenses    29,325   27,079  8.3%
Amortization expense    3,481   2,542  36.9%

           
 

Total operating expenses   $159,128  $139,160  14.3%
           

 

Selling, general, and administrative expenses increased $16.8 million for the first nine months of 2008 compared to the same period of 2007. The first nine
months of 2008 included $14.5 million from acquisitions and legal expenses. The first nine months of 2007 included $2.5 million for expenses related to the
Bombardier settlement that were recorded in the first quarter of 2007. Engineering expenses increased by $2.2 million for the first nine months of 2008 compared
to the same period of 2007 mostly due to acquisitions. Amortization expense increased for the first nine months of 2008 compared to the same period in 2007 due
primarily to the acquisition in the third quarter of 2008. Total operating expenses were 13.6% and 14.0% of sales for the first nine months of 2008 and 2007,
respectively.

Income from operations Income from operations totaled $162.3 million (or 13.9% of sales) for the first nine months of 2008 compared with $134.0 million
(or 13.5% of sales) in the same period of 2007. Income from operations improved primarily due to sales increases and higher operating margins.

Interest expense, net Interest expense, net increased $1.8 million for the first nine months of 2008 compared to the same period of 2007 primarily due to
lower interest income from a decrease in interest rates.

Other expense, net The Company recorded foreign exchange expense of $1.8 million and $2.6 million during the first nine months of 2008 and 2007,
respectively, due to the effect of currency exchange rate changes on intercompany transactions that are non U.S. dollar denominated amounts and charged or
credited to earnings.

Income taxes The overall effective income tax rate was 36.4% and 37.0% for the nine months ended September 30, 2008 and 2007, respectively. The
decrease in effective rate is primarily due to approximately $1.1 million of net tax benefits recognized during the third quarter of 2008 due to the expiration of
statutory review periods and current examinations in various tax jurisdictions.

Net income Net income for the first nine months of 2008 increased $18.5 million, compared with the same period of 2007. Net income improved primarily
due to sales increases and higher operating margins.
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Liquidity and Capital Resources

Liquidity is provided primarily by operating cash flow and borrowings under the Company’s unsecured credit facility with a consortium of commercial
banks (“credit agreement”). The following is a summary of selected cash flow information and other relevant data:
 

   
Nine months ended

September 30,  
In thousands   2008   2007  
Cash provided by (used for):    

Operating activities   $ 77,295  $ 44,536 
Investing activities    (94,652)  (85,974)
Financing activities    (22,097)  977 

Decrease in cash   $(48,299) $(29,953)

Operating activities Cash provided by operations in the first nine months of 2008 was $77.3 million as compared to cash provided by operations of $44.5
million for the same period of 2007. This $32.8 million increase was the result of increased earnings and certain changes in operating assets and liabilities offset
primarily by a change in accounts receivable. Net income for the Company increased $18.5 million primarily as a result of increased sales and improved
operating margins. Accounts receivable decreased operating cash flows by $48.3 million due to large customer billings for certain transit contracts. Accrued
liabilities and customer deposits increased operating cash flows by $76.8 million due to the progress of customer billing for certain contracts. Inventories used
cash of $8.4 million primarily due to higher sales and better management of inventory.

Investing activities In the first nine months of 2008 and 2007, cash used in investing activities was $94.7 million and $86.0 million, respectively. During
the third quarter of 2008, Wabtec acquired Poli S.p.A, a European-based manufacture of rail braking equipment for a net price of $82.3 million in cash. During
the second quarter of 2007, Wabtec acquired Ricon Corporation, a manufacturer of wheelchair lifts and ramps, for $73.5 million. Capital expenditures were $12.5
million and $12.9 million in the first nine months of 2008 and 2007, respectively.

Financing activities In the first nine months of 2008, cash used by financing activities was $22.1 million, which included $4.1 million of proceeds from the
exercise of stock options and other benefit plan activity, offset by $1.5 million of dividend payments and $24.7 million for the repurchase of 718,100 shares of
stock. In the first nine months of 2007, cash provided by financing activities was $977,000, which included $7.3 million of proceeds from the exercise of stock
options and other benefit plans, offset by $1.5 million of dividend payments and $4.8 million for the repurchase of 131,200 shares of stock.

The following table shows outstanding indebtedness at September 30, 2008 and December 31, 2007.
 

In thousands   
September 30,

2008   
December 31,

2007
6.875% senior notes, due 2013   $ 150,000  $ 150,000
Capital Leases    186   250

        

Total    150,186   150,250
Less—current portion    65   73

        

Long-term portion   $ 150,121  $ 150,177
        

Cash balance at September 30, 2008 and December 31, 2007 was $186.4 million and $234.7 million, respectively.
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2008 Refinancing Credit Agreement

On November 4, 2008, the Company refinanced its existing unsecured revolving credit agreement with a consortium of commercial banks. This “2008
Refinancing Credit Agreement” provides the company with a $300 million five-year revolving credit facility and a $200 million five-year term loan facility. Both
facilities expire in January 2013. The 2008 Refinancing Credit Agreement borrowings bear variable interest rates indexed to the indices described below.

Under the 2008 Refinancing Credit Agreement, the Company may elect a Base Rate of interest or an interest rate based on the London Interbank Offered
Rate (“LIBOR”) of interest (“the Alternate Rate”). The Base Rate adjusts on a daily basis and is the greater of the PNC, N.A. prime rate, 30-day LIBOR plus 150
basis points or the Federal Funds Effective Rate plus 0.5% per annum, plus a margin that ranges from 25 to 50 basis points. The Alternate rate is based on quoted
LIBOR rates plus a margin that ranges from 125 to 200 basis points. Both the Base Rate and Alternate Rate margins are dependent on the Company’s
consolidated total indebtedness to cash flow ratios. The initial Base Rate margin is 25 basis points and the initial Alternate Rate margin is 175 basis points.

The 2008 Refinancing Credit Agreement limits the Company’s ability to declare or pay cash dividends and prohibits the Company from declaring or
making other distributions, subject to certain exceptions. The 2008 Refinancing Credit Agreement contains various other covenants and restrictions including the
following limitations: incurrence of additional indebtedness; mergers, consolidations, sales of assets and acquisitions; additional liens; sale and leasebacks;
permissible investments, loans and advances; certain debt payments; capital expenditures; and imposes a minimum interest expense coverage ratio of 3.0 and a
maximum debt to cash flow ratio 3.25.

Refinancing Credit Agreement

In January 2004, the Company refinanced its existing unsecured revolving credit agreement with a consortium of commercial banks. This “Refinancing
Credit Agreement” provided a $175 million five-year revolving credit facility expiring in January 2009. In November 2005, the Company entered into an
amendment to the Refinancing Credit Agreement which, among other things, extended the expiration of the agreement until December 2010. The Company
entered into an amendment to its Refinancing Credit Agreement in February 2007 which permits the Company to complete any acquisitions without prior
approval of the bank consortium as long as certain financial parameters and ratios are met. At September 30, 2008, the Company had available bank borrowing
capacity, net of $58.2 million of letters of credit, of approximately $116.8 million, subject to certain financial covenant restrictions.

Refinancing Credit Agreement borrowings bear variable interest rates indexed to the indices described below. The Company did not borrow under the
Refinancing Credit Agreement during the nine months ended September 30, 2008 or during the year ended December 31, 2007.

Under the Refinancing Credit Agreement, the Company may elect a base interest rate or an interest rate based on the London Interbank Offered Rates of
Interest (“LIBOR”). The base interest rate is the greater of LaSalle Bank National Association’s prime rate or the federal funds effective rate plus 0.5% per
annum. The LIBOR rate is based on LIBOR plus a margin that ranges from 62.5 to 175 basis points depending on the Company’s consolidated total indebtedness
to cash flow ratios. The current margin is 62.5 basis points.

The Refinancing Credit Agreement limits the Company’s ability to declare or pay cash dividends and prohibits the Company from declaring or making
other distributions, subject to certain exceptions. The Refinancing Credit Agreement contains various other covenants and restrictions including the following
limitations: incurrence of additional indebtedness; mergers, consolidations and sales of assets and acquisitions; additional liens; sale and leasebacks; permissible
investments, loans and advances; certain debt payments; capital expenditures; and imposes a minimum interest expense coverage ratio and a maximum debt to
cash flow ratio.
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The Refinancing Credit Agreement contains customary events of default, including payment defaults, failure of representations or warranties to be true in
any material respect, covenant defaults, defaults with respect to other indebtedness of the Company, bankruptcy, certain judgments against the Company, ERISA
defaults and “change of control” of the Company. The Refinancing Credit Agreement includes the following covenants: a minimum interest coverage ratio of 3,
maximum debt to cash flow ratio of 3.25 and a minimum net worth of $180 million plus 50% of consolidated net income since September 30, 2003. The
Company is in compliance with these measurements and covenants and expects that these measurements will not be any type of limiting factor in executing our
operating activities.

6.875% Senior Notes Due August 2013

In August 2003, the Company issued $150 million of Senior Notes due in 2013 (“the Notes”). The Notes were issued at par. Interest on the Notes accrues at
a rate of 6.875% per annum and is payable semi-annually on January 31 and July 31 of each year. The proceeds were used to repay debt outstanding under the
Company’s existing credit agreement, and for general corporate purposes. The principal balance is due in full at maturity.

The Company believes, based on current levels of operations and forecasted earnings, cash flow and liquidity will be sufficient to fund its working capital
and capital equipment needs as well as to meet its debt service requirements. If the Company’s sources of funds were to fail to satisfy the Company’s cash
requirements, the Company may need to refinance its existing debt or obtain additional financing. There is no assurance that such new financing alternatives
would be available, and, in any case, such new financing, if available, would be expected to be more costly and burdensome than the debt agreements currently in
place.

On July 31, 2006, the Board of Directors authorized the repurchase of up to $50 million of the Company’s outstanding shares. On February 20, 2008, the
Board of Directors authorized the repurchase of up to an additional $100 million of the Company’s outstanding shares. During the first quarter of 2008, the
Company completed the $50 million authorization made in 2006. Cumulative purchases under both plans have totaled $61.4 million, leaving $88.6 million under
the authorization.

The Company intends to purchase these shares on the open market or in negotiated or block trades. No time limit was set for the completion of the program
which qualifies under the Refinancing Credit Agreement, as well as the 6 7/8% Senior Notes currently outstanding.

Company Stock Repurchase Plan

During 2007, the Company repurchased 509,800 shares of its stock at an average price of $35.06 per share. During the first quarter of 2008, the Company
repurchased 712,900 shares at an average price of $34.29 per share. During the second quarter of 2008, the Company repurchased 5,200 shares at an average
price of $35.97 per share. No additional shares were repurchased during the third quarter of 2008. All purchases were on the open market.

Contractual Obligations and Off-Balance Sheet Arrangements

Since the adoption of FIN 48, the Company has recognized a total liability of $16.2 million for unrecognized tax benefits. The Company estimates that $3.1
million of the total unrecognized tax benefits relate to uncertain tax positions in various taxing jurisdictions that may be resolved within the next 12 months. At
this time, the Company is unable to make a reasonably reliable estimate of the timing of cash settlement for the remaining balances due to the uncertainty of the
timing and outcome of its audits and other factors.

Since December 31, 2007, there have been no other significant changes in the total amount of the Company’s contractual obligations or the timing of cash
flows in accordance with those obligations, as reported in the Company’s Annual Report on Form 10-K for the year ended December 31, 2007.
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Forward Looking Statements

We believe that all statements other than statements of historical facts included in this report, including certain statements under “Business” and
“Management’s Discussion and Analysis of Financial Condition and Results of Operations,” may constitute forward-looking statements. We have based these
forward-looking statements on our current expectations and projections about future events. Although we believe that our assumptions made in connection with
the forward-looking statements are reasonable, we cannot assure you that our assumptions and expectations are correct.

These forward-looking statements are subject to various risks, uncertainties and assumptions about us, including, among other things:

Economic and industry conditions
 

 
•  materially adverse changes in economic or industry conditions generally or in the markets served by us, including North America, South America,

Europe, Australia and Asia;
 

 •  demand for freight cars, locomotives, passenger transit cars, buses and related products and services;
 

 •  reliance on major original equipment manufacturer customers;
 

 •  original equipment manufacturers’ program delays;
 

 •  demand for services in the freight and passenger rail industry;
 

 •  demand for our products and services;
 

 •  orders either being delayed, canceled, not returning to historical levels, or reduced or any combination of the foregoing;
 

 •  consolidations in the rail industry;
 

 •  continued outsourcing by our customers; industry demand for faster and more efficient braking equipment; or
 

 •  fluctuations in interest rates and foreign currency exchange rates;
 

 •  availability of credit;

Operating factors
 

 •  supply disruptions;
 

 •  technical difficulties;
 

 •  changes in operating conditions and costs;
 

 •  increases in raw material costs;
 

 •  successful introduction of new products;
 

 •  performance under material long-term contracts;
 

 •  labor relations;
 

 •  completion and integration of acquisitions;
 

 •  the development and use of new technology; or
 

 •  the integration of recently completed or future acquisitions.
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Competitive factors
 

 •  the actions of competitors;

Political/governmental factors
 

 •  political stability in relevant areas of the world;
 

 •  future regulation/deregulation of our customers and/or the rail industry;
 

 •  levels of governmental funding on transit projects, including for some of our customers;
 

 •  political developments and laws and regulations; or
 

 
•  the outcome of our existing or any future legal proceedings, including litigation involving our principal customers and any litigation with respect to

environmental, asbestos-related matters and pension liabilities; and

Transaction or commercial factors
 

 •  the outcome of negotiations with partners, governments, suppliers, customers or others.

Statements in this 10-Q apply only as of the date on which such statements are made, and we undertake no obligation to update any statement to reflect events or
circumstances after the date on which the statement is made or to reflect the occurrence of unanticipated events.

Critical Accounting Policies

A summary of critical accounting policies is included in the Company’s Annual Report on Form 10-K for the year ended December 31, 2007. In particular,
judgment is used in areas such as accounts receivable and the allowance for doubtful accounts, inventories, goodwill and indefinite-lived intangibles, warranty
reserves, pensions and postretirement benefits, income taxes and revenue recognition. There have been no significant changes in accounting policies since
December 31, 2007.

Recent Accounting Pronouncements

See Note 2 of “Notes to Condensed Consolidated Financial Statements” included elsewhere in this report.

 
Item 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Interest Rate Risk

In the ordinary course of business, Wabtec is exposed to risks that increases in interest rates may adversely affect funding costs associated with its variable-
rate debt. There was no outstanding variable-rate debt at September 30, 2008.

Foreign Currency Exchange Risk

The Company has entered into foreign currency forward contracts to reduce the impact of changes in currency exchange rates. Forward contracts are
agreements with a counterparty to exchange two distinct currencies at a set exchange rate for delivery on a set date at some point in the future. There is no
exchange of funds until the delivery date. At the delivery date the Company can either take delivery of the currency or settle on a net basis.
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At September 30, 2008, the Company had forward contracts for the sale of USD and the purchase of Euro with a notional value of €733,000 Euro (or
$973,000 USD), with an average exchange rate of $1.33 USD per €1 Euro. These forward contracts are used to mitigate the variability in cash flows from the
payment of liabilities denominated in currencies other than the USD. Since the Company does not treat these derivatives as hedges, the change in fair value of
both the forward contracts and the related liabilities are recorded in the income statement. For the nine months ended September 30, 2008, the Company recorded
a fair value gain in the amount of $221,000.

At September 30, 2008, the Company had forward contracts for the sale of USD and the purchase of South African Rand (ZAR). The Company concluded
that these foreign currency forward contracts qualify for cash flow hedge accounting which permits the recording of the fair value of the forward contract and
corresponding adjustment to other comprehensive income (loss), net of tax, on the balance sheet. As of September 30, 2008, the Company had forward contracts
with a notional value of R9.7 million ZAR (or $1.2 million USD), with an average exchange rate of R7.96 ZAR per USD, resulting in the recording of a current
asset of $68,000 and a corresponding offset in accumulated other comprehensive loss of $43,000, net of tax.

At December 31, 2006, the Company had forward contracts for the sale of U.S. Dollars (USD) and the purchase of Canadian Dollars (CAD). The Company
concluded that these foreign currency forward contracts qualify for cash flow hedge accounting which permits the recording of the fair value of the forward
contract and corresponding adjustment to other comprehensive income (loss), net of tax, on the balance sheet. As of December 31, 2006, the Company had
forward contracts with a notional value of $48 million CAD (or $42.7 million U.S.) with an average exchange rate of $0.89 USD per $1 CAD, resulting in the
recording of a current liability of $1.3 million and a corresponding offset in accumulated other comprehensive loss of $825,000, net of tax. During 2007, these
foreign currency forward contracts were settled.

We are also subject to certain risks associated with changes in foreign currency exchange rates to the extent our operations are conducted in currencies
other than the U.S. dollar. For the nine months of 2008, approximately 58% of Wabtec’s net sales were to customers in the United States, 9% in Canada, 3% in
Mexico, 5% in Australia, 3% in Germany, 12% in the United Kingdom, and 10% in other international locations.
 
Item 4. CONTROLS AND PROCEDURES

Wabtec’s principal executive officer and its principal financial officer have evaluated the effectiveness of Wabtec’s “disclosure controls and procedures,”
(as defined in Exchange Act Rule 13a-15(e)) as of September 30, 2008. Based upon their evaluation, the principal executive officer and principal financial officer
concluded that Wabtec’s disclosure controls and procedures are effective to provide reasonable assurance that information required to be disclosed by Wabtec in
the reports filed or submitted by it under the Exchange Act is recorded, processed, summarized and reported within the time periods specified in the SEC’s rules
and forms, and to provide reasonable assurance that information required to be disclosed by Wabtec in such reports is accumulated and communicated to
Wabtec’s Management, including its principal executive officer and principal financial officer, as appropriate to allow timely decisions regarding required
disclosure.

There was no change in Wabtec’s “internal control over financial reporting” (as defined in Rule 13a-15(f) under the Exchange Act) that occurred during the
quarter ended September 30, 2008, that has materially affected, or is reasonably likely to materially affect, Wabtec’s internal control over financial reporting.
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PART II—OTHER INFORMATION
 
Item 1. LEGAL PROCEEDINGS

Except as described in Note 14, there have been no material changes regarding the Company’s commitments and contingencies as described in Note 18 of
the Company’s Annual Report on Form 10-K for the Year Ended December 31, 2007.
 
Item 1A. RISK FACTORS

There have been no material changes in our risk factors from those disclosed in our 2007 Annual Report on Form 10-K.
 
Item 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

On July 31, 2006, the Board of Directors authorized the repurchase of up to $50 million of the Company’s outstanding shares. On February 20, 2008, the
Board of Directors authorized the repurchase of up to an additional $100 million of the Company’s outstanding shares. During the first quarter of 2008, the
Company completed the $50 million authorization made in 2006.

The Company intends to purchase these shares on the open market or in negotiated or block trades. No time limit was set for the completion of the program
which qualifies under the Refinancing Credit Agreement and the 2008 Refinancing Credit Agreement, as well as the 6 7/8 % Senior Notes currently outstanding.

During 2007, 509,800 shares were repurchased at an average price of $35.06 per share. During the first quarter of 2008, the Company repurchased 712,900
shares at an average price of $34.29 per share. During the second quarter of 2008, the Company repurchased 5,200 shares at an average price of $35.97 per share.
No additional shares were repurchased during the third quarter of 2008. All purchases were on the open market.
 

Period   

Total
Number
of Shares

Purchased  

Average
Price

Paid per
Share   

Number of
Shares

Purchased
for

Announced
Program   

Approximate
Dollar Value

of Shares that
May Yet Be
Purchased

June 29, 2008 to July 26, 2008   —     —    —    $88,584,329
July 27, 2008 to August 23, 2008   —     —    —    $88,584,329
August 24, 2008 to September 27, 2008   —     —    —    $88,584,329

              

Total   —    $ —    —    $88,584,329
              

 
Item 5. OTHER INFORMATION.

On November 4, 2008 the company entered into a new credit facility as discussed on pages 13 and 36 herein.
 

41



Table of Contents

Item 6. EXHIBITS

The following exhibits are being filed with this report:
 
  3.1   Restated Certificate of Incorporation of the Company dated January 30, 1995, as amended March 30, 1995.

  3.2   Amended and Restated By-Laws of the Company, effective December 13, 2007.

10.1   Stock Purchase Agreement dated September 12, 2008 among the Company, Standard Car Truck Company and Robclif, Inc.*

31.1   Rule 13a-14(a) Certification of Chief Executive Officer.

31.2   Rule 13a-14(a) Certification of Chief Financial Officer.

32.1   Section 1350 Certification of Chief Executive Officer and Chief Financial Officer.
 

* The schedules and exhibits to this agreement have been omitted. A copy of the omitted schedule and exhibits will be provided to the Securities and
Exchange Commission upon request.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Company has duly caused this report to be signed on its
behalf by the undersigned thereunto duly authorized.
 

WESTINGHOUSE AIR BRAKE
TECHNOLOGIES CORPORATION

By:  /s/    ALVARO GARCIA-TUNON        
 Alvaro Garcia-Tunon,
 Senior Vice President,
 Chief Financial Officer and Secretary

DATE: November 6, 2008
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EXHIBIT INDEX
 
Exhibit
Number   Description and Method of Filing
  3.1

  

Restated Certificate of Incorporation of the Company dated January 30, 1995, as amended March 30, 1995, filed as an exhibit to the
Company’s Registration Statement on Form S-1 (No. 33-90866), and incorporated herein by reference.

  3.2
  

Amended and Restated By-Laws of the Company, effective December 13, 2007, filed as Exhibit 3.1 to Form 8-K filed on December 14, 2007,
and incorporated herein by reference.

10.1   Stock Purchase Agreement dated September 12, 2008 among the Company, Standard Car Truck Company and Robclif, Inc.*

31.1   Rule 13a-14(a) Certification of Chief Executive Officer, filed herewith.

31.2   Rule 13a-14(a) Certification of Chief Financial Officer, filed herewith.

32.1   Section 1350 Certification of Chief Executive Officer and Chief Financial Officer, filed herewith.
 

* The schedules and exhibits to this agreement have been omitted. A copy of the omitted schedule and exhibits will be provided to the Securities and
Exchange Commission upon request.
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STOCK PURCHASE AGREEMENT

by and among

WESTINGHOUSE AIR BRAKE TECHNOLOGIES CORPORATION,

STANDARD CAR TRUCK COMPANY

and

ROBCLIF, INC.

Dated September 12, 2008
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STOCK PURCHASE AGREEMENT

This STOCK PURCHASE AGREEMENT, dated this 12th day of September, 2008, is by and among Westinghouse Air Brake Technologies Corporation, a
Delaware corporation (“Buyer”), Standard Car Truck Company, a Delaware corporation (the “Company”), and Robclif, Inc., a Delaware corporation (“Seller”).
Buyer, the Company and Seller may be referred to in this Agreement individually as a “Party” or collectively as “Parties.” Capitalized terms used herein shall
have the meanings set forth in Article I unless otherwise defined herein.

WHEREAS, the Company owns 100% of the Durox Shares and the Company desires to sell to RFPC Holding Corp., a Delaware corporation and
Subsidiary of Buyer (“RFPC”), and RFPC desires to purchase from the Company, all, but not less than all, of the Durox Shares upon the terms and subject to the
conditions set forth in this Agreement. As a result of the transactions contemplated hereby, RFPC will acquire all of the Durox Shares, and Seller, as the parent of
the Company, will receive the consideration described in Article II of this Agreement; and

WHEREAS, Seller owns 100% of the Shares and Seller desires to sell to Buyer, and Buyer desires to purchase from Seller, all, but not less than all, of the
Shares upon the terms and subject to the conditions set forth in this Agreement. As a result of the transactions contemplated hereby, Buyer will acquire all of the
Shares, and Seller will receive the consideration described in Article II of this Agreement.

NOW, THEREFORE, in consideration of the premises, promises and covenants set forth herein, and intending to be legally bound hereby, the Parties agree
as follows:

ARTICLE I

DEFINITIONS

Defined terms used in this Agreement shall have the meanings set forth below:

“Affiliate” means, with respect to any Person, any other Person that controls, is controlled by, or is under common control with such Person. The term
“control” means the possession, directly or indirectly, of the power to direct or cause the direction of the management and policies of a Person, by ownership of
securities, contract, credit arrangement or otherwise.

“Agreement” means this Stock Purchase Agreement, including all Exhibits, Schedules, the Disclosure Letter and the Buyer Disclosure Letter, as each may
be amended, modified or supplemented from time to time in accordance with its terms or this Agreement.

“Allocation” has the meaning set forth in Section 2.4.

“Anchor Obligations” has the meaning set forth in Section 7.10.

“Ancillary Agreements” has the meaning set forth in Section 13.13.

“Antitrust Laws” means the Sherman Act, the Clayton Act, the HSR Act, the Federal Trade Commission Act and all other applicable Laws issued by any
Governmental Authority that are designed or intended to prohibit, restrict or regulate actions having the purpose or effect of monopolization or restraint of trade
or lessening of competition through merger or acquisition.
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“Asbestos Claims” means (a) any claims against the Company or any SCT Subsidiary arising out of or relating to the use, sale, distribution or handling of
asbestos or any asbestos containing product prior to the Closing Date by the Company, any SCT Subsidiary, any of their Affiliates or any of their predecessors or
successors (including products liability claims or premises liability claims) and (b) any claims described on Exhibit I.

“Asbestos Loss” means cash paid by the Company, any SCT Subsidiary or Buying Parties to an unaffiliated third party of Buying Parties with respect to an
Asbestos Claim and the reasonable out-of-pocket costs, fees and expenses incurred in defending such Asbestos Claim.

“Asbestos Protocol” means the Company’s and the SCT Subsidiaries’ historical practice, as of the Closing Date, of managing, communicating and
reporting the Asbestos Claims as set forth on Exhibit F.

“Benefit Plans” means all material employee benefit plans (as defined in Section 3.3 of ERISA), pension, retirement savings, stock purchase, stock option,
welfare, severance, employment, change-in-control, vacation, fringe benefit, collective bargaining, bonus, incentive and deferred compensation plans and
agreements maintained on or before the Closing Date by the Company or any of the SCT Subsidiaries or to which on or before the Closing Date the Company or
any of the SCT Subsidiaries contributes or is a party or is bound or under which it may have liability.

“Books and Records” has the meaning set forth in Section 7.4(b).

“Brake Shoe Business” means the business conducted by Anchor Brake Shoe Company, including the sintered brake shoe business.

“Business” means the business of designing, manufacturing, distributing, marketing and selling railway-related components, parts and products to the
railroad freight car and locomotive markets as conducted by the Company and the SCT Subsidiaries on the date hereof, other than the Brake Shoe Business.

“Business Day” means any day, excluding Saturday, Sunday and any other day on which commercial banks in Chicago, Illinois are authorized or required
by Law to close.

“Buyer” has the meaning set forth in the introductory paragraph of this Agreement.

“Buyer Disclosure Letter” means the letter delivered by the Buying Parties to Seller in a letter executed by the Buying Parties dated the date hereof.

“Buyer Indemnitees” has the meaning set forth in Section 10.1(a).

“Buyer Material Adverse Effect” means a material adverse effect on the ability of any of the Buying Parties to consummate the Transactions and perform
all of their obligations hereunder.
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“Buying Parties” means the Buyer, RFPC and the Designated Buyer, if any.

“Cash” means all cash and cash equivalents of the Company and SCT Subsidiaries.

“Clayton Act” means the Clayton Act of 1914, as amended, and the rules and regulations promulgated thereunder, and any successor to such statute, rules
or regulations.

“Closing” has the meaning set forth in Section 9.1.

“Closing Date” has the meaning set forth in Section 9.1.

“Closing Payment” means $300,000,000 less (i) the Preliminary Net Funded Debt, (ii) the Preliminary Customer Deposits and (iii) the Escrow Amount.

“Code” means the Internal Revenue Code of 1986, as amended, and the rules and regulations promulgated thereunder, and any successor to such statute,
rules or regulations.

“Company” has the meaning set forth in the introductory paragraph of this Agreement.

“Company Intellectual Property” has the meaning set forth in Section 4.12(a).

“Company’s Auditors” means Grant Thornton LLP.

“Confidentiality Letter” means the letter agreement dated April 4, 2008 between the Company and Buyer.

“Contract” means any contract or other legally binding agreement, whether written or oral.

“Customer Deposits” means the cash deposit by Companhia Vale Do Rio Doce.

“Deemed Asset Sale” has the meaning set forth in Section 2.4.

“Designated Buyer” shall be a 100% wholly-owned Subsidiary of Buyer designated by Buyer to purchase the Shares by Buyer providing prior written
notice to Seller at least ten (10) Business Days prior to the Closing Date.

“Designated Claims” means the claims specifically described on Exhibit D attached hereto.

“Disclosed Contracts” has the meaning set forth in Section 4.10(a).

“Designated Environmental Conditions” means the conditions specifically described on Exhibit E attached hereto.

“Designated Environmental Conditions Protocol” means the Company’s and the SCT Subsidiaries’ historical practice, as of the Closing Date, of
managing communicating and reporting the Designated Environmental Conditions as set forth on Exhibit G.
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“Designated Environmental Losses” means cash paid by the Buying Parties after the Closing Date as a result of any Third Party Claim with respect to
any Designated Environmental Conditions.

“Designated Losses” means cash paid by the Company, any SCT Subsidiary or Buying Parties to an unaffiliated third party of Buying Parties with respect
to a Designated Claim and the reasonable out-of-pocket costs, fees and expenses incurred in defending such Designated Claim.

“Disclosure Letter” means the letter delivered by Seller to the Buying Parties dated the date hereof.

“Dispute Notice” has the meaning set forth in Section 3.3.

“Divestiture” means the sale of Anchor Brake Shoe Company and the Brake Shoe Business.

“Divestiture Adjustment” means the adjustment to the Purchase Price, if any, as set forth on Exhibit C attached hereto.

“Durox” means Durox Company, an Ohio corporation and a wholly-owned Subsidiary of the Company.

“Durox Shares” means all of the issued and outstanding shares of capital stock of Durox.

“Employees” has the meaning set forth in Section 4.15(a)

“Environmental Law” means all federal, state and local statutes and regulations having the force of law and as in force on the date of this Agreement and
concerning pollution or protection of the environment, including all those relating to the presence, use, production, generation, handling, transportation, treatment,
storage, disposal, distribution, labeling, testing, processing, discharge, release, threatened release, control, investigation, remediation, remedial action, or cleanup
of any Hazardous Substances.

“Environmental Work” has the meaning set forth in Section 10.7(b).

“ERISA” means the Employee Retirement Income Security Act of 1974, as amended, and the rules and regulations promulgated thereunder, and any
successor to such statute, rules or regulations.

“Escrow Agent” means Manufacturers and Traders Trust Company, a New York commercial bank with trust powers.

“Escrow Agreement” means the Escrow Agreement in the form attached hereto as Attachment I.

“Escrow Amount” means an amount equal to Twenty-Five Million Dollars ($25,000,000).
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“Escrow Fund” has the meaning set forth in Section 10.10(a).

“Exchange Rate” means the applicable exchange rate for converting the relevant foreign currency into U.S. currency that was used to calculate the
Preliminary Working Capital.

“Executive Incentive Plan” means the Standard Car Truck Company and Affiliates Executive Incentive Compensation Plan, as amended and restated
effective as of January 1, 2005.

“Federal Trade Commission Act” means the Federal Trade Commission Act of 1914, as amended, and the rules and regulations promulgated thereunder,
and any successor to such statute, rules or regulations.

“Final Closing Balance Sheet” has the meaning set forth in Section 3.2.

“Final Distribution Date” has the meaning set forth in Section 10.10(b)(iii).

“Financial Statements” has the meaning set forth in Section 4.7(a).

“First Distribution Date” has the meaning set forth in Section 10.10(b)(i).

“Funded Debt” means all interest rate swap agreements and debt for borrowed money of the Company and the SCT Subsidiaries owed to any bank or
other financial institution as of the Closing Date, excluding trade accounts payable of the Company and the SCT Subsidiaries.

“GAAP” means United States generally accepted accounting principles.

“Governmental Authority” means any foreign, federal, state, provincial or local governmental or regulatory commission, board, bureau, agency, court or
regulatory or administrative body.

“Hazardous Substances” means any chemical, material or substance whether solid, liquid or gaseous, designated as a hazardous waste, hazardous
substance, hazardous material, pollutant, contaminant or toxic substance by any applicable Environmental Law, including any petroleum, petroleum products or
other hydrocarbon products, by-products, derivatives, additives or fractions (including used or spent products), asbestos or asbestos containing materials,
polychlorinated biphenyls, or radioactive materials.

“HSR Act” means the Hart-Scott-Rodino Antitrust Improvements Act of 1976, as amended, and the rules and regulations promulgated thereunder, and any
successor to such statute, rules or regulations.

“Indemnifying Party” has the meaning set forth in Section 10.3.

“Indemnitees” has the meaning set forth in Section 10.1(c).

“Independent Auditor” has the meaning set forth in Section 3.3.
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“Intellectual Property” means any of the following intellectual property: (a) patents and patent applications, (b) trademarks, service marks, trade names,
trade dress and domain names, together with the goodwill associated exclusively therewith, (c) copyrights, including copyrights in computer software,
(d) confidential and proprietary information, including Trade Secrets and (e) registrations and applications for registration of the foregoing.

“Interim Loss” means cash paid at any time by or on behalf of any Buyer Indemnitee to an unaffiliated third party of any Buyer Indemnitee and the
reasonable out-of-pocket costs, fees and expenses incurred in defending any related Third Party Claim.

“Knowledge”, when used to qualify any representation or warranty, means that such Party has no actual knowledge after reasonable inquiry that such
representation or warranty is not true and correct to the same extent as provided in the applicable representation or warranty. For the purpose of this definition, the
“actual knowledge” of the Company shall mean the actual present awareness, upon reasonable inquiry, of Rick Mathes, Dan Schroeder, Mark Pace, David Watson
and Mickey Korzeniowski and the “actual knowledge” of a Buying Party for purposes of Article VI and Section 7.2(e) shall mean the actual present awareness,
upon reasonable inquiry, of Mark Cox, David M. Seitz and Pat Dugan.

“Law” means any foreign, federal, state or local law, statute, ordinance, regulation, rule, constitution, code, order or treaty of any Governmental Authority.

“Lease” has the meaning set forth in Section 4.9(b).

“Leased Real Property” has the meaning set forth in Section 4.9(b).

“Liens” mean all liens, charges, security interests, pledges, mortgages or other material encumbrances (other than restrictions on transfer generally arising
under the Securities Act or other applicable securities Laws).

“Loss” means any liability, expense (including reasonable attorney’s fees), loss, damage, or obligation, including Asbestos Losses, Interim Losses,
Designated Environmental Losses and Designated Losses.

“Management” means the members of management of the Company who are entitled to receive payments under the Management Incentive Program.

“Management Escrow Amount” means that portion of the Escrow Amount to be contributed by Management, which amount will be provided to Buyer
three (3) days prior to the Closing.

“Management Incentive Compensation Program” means the Standard Car Truck Company Senior Management Incentive Compensation Program dated
October 24, 2006.

“Management Incentive Payment” means the aggregate amount to be paid to Management pursuant to the Management Incentive Compensation
Program less the Management Escrow Amount.
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“Material Adverse Effect” means a material adverse effect on (a) the results of operations or financial condition of the Company and the SCT Subsidiaries
taken as a whole, after taking into effect any insurance recoveries; provided, however, that none of the following shall be deemed in and of themselves, either
alone or in combination, to constitute, and none of the following shall be taken into account in determining whether there has been or will be, a Material Adverse
Effect: (i) any failure by the Company and the SCT Subsidiaries to meet internal projections or forecasts or revenue or earnings predictions for any period ending
(or for which revenues or earnings are released) on or after the date of this Agreement, (ii) changes, effects, events, occurrences or circumstances that generally
affect the United States or the global economy or the securities, financial capital or credit markets in the United States or elsewhere or the industries in which the
Company and the SCT Subsidiaries operate, (iii) general economic, financial or securities market conditions in the United States or elsewhere, (iv) the execution,
delivery or announcement of this Agreement or the announcement or pendency of the Transactions (including any cancellations of or delays in customer orders,
any reductions in sales, any disruption in supplier, distributor, partner or similar relationships or any loss of employees), (v) changes in GAAP or legal
requirements applicable to the Company and the SCT Subsidiaries, (vi) changes in Laws or interpretations thereof by a Governmental Authority, (vii) changes,
effects or events caused by or resulting from the taking of any action required by this Agreement or approved by Buyer, (viii) any actions required to be taken
under this Agreement to obtain any approval or authorization under any Antitrust Laws for the consummation of the Transactions, (ix) national or international
political or social conditions, including the engagement by the United States in hostilities, whether or not pursuant to the declaration of a national emergency or
war, any outbreak or material escalation of hostilities in which the United States is involved or the occurrence of any military or any terrorist attack upon the
United States, or any of its territories, possessions or diplomatic or consular offices or upon any military installation, equipment or personnel of the United States
or directed against United States’ facilities or citizens wherever located or (x) as described on Exhibit H; or (b) the ability of the Company or Seller to
consummate the Transactions.

“Maximum Amount” has the meaning set forth in Section 10.1(b)(ii).

“Media” has the meaning set forth in Section 10.7(a).

“Minimum Amount” has the meaning set forth in Section 10.1(b)(i).

“Multiple Employer Plan” has the meaning set forth in Section 4.15(a).

“Net Funded Debt” means the amount equal to the Funded Debt less Cash, in each case as of the Closing Date.

“Owned Real Property” has the meaning set forth in Section 4.9(a).

“Party” or “Parties” has the meaning set forth in the introductory paragraph of this Agreement.

“Permits” means licenses, permits or franchises issued by any Governmental Authority and other certificates, authorizations and approvals of any
Governmental Authority.
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“Permitted Liens” means all (a) Liens set forth on Section 1.1 of the Disclosure Letter; (b) Liens disclosed in the Financial Statements; (c) Liens for
Taxes, assessments and other governmental charges not yet due and payable or, if due, (i) not delinquent or (ii) being contested in good faith by appropriate
proceedings described on Section 4.13(d) of the Disclosure Letter; (d) materialmen’s, mechanics’, workmen’s, repairmen’s, warehousemen’s, carriers’ or other
like Liens arising or incurred in the ordinary course of business; (e) Liens associated with original purchase price conditional sales contracts and equipment leases
with third parties entered into in the ordinary course of business; and (f) with respect to any parcel of the Real Property: (i) easements, licenses, covenants, rights-
of-way and other similar restrictions, including any other agreements or restrictions which would be shown by a current title report or other similar report or
listing, (ii) any conditions that may be shown by a current survey or physical inspection of the Real Property and (iii) zoning, building and other similar
restrictions, so long as none of (i), (ii) or (iii) prevent the use of such Real Property substantially as currently used.

“Permitted Transactions” has the meaning set forth in Section 7.1.

“Person” means any individual, firm, partnership, association, trust, corporation, joint venture, unincorporated organization, limited liability company,
Governmental Authority or other entity.

“Post-Signing Supplemental Information” has the meaning set forth in Section 7.6(a).

“Post-Signing Supplemental Information Losses” has the meaning set forth in Section 7.6(c).

“Pre-Signing Supplemental Information” has the meaning set forth in Section 7.6(a).

“Preliminary Closing Balance Sheet” has the meaning set forth in Section 3.1.

“Preliminary Customer Deposits” means the good faith estimate of Customer Deposits as of the Closing Date as determined in accordance with Article
III.

“Preliminary Net Funded Debt” means the good faith estimate of the Net Funded Debt as of the Closing Date as determined in accordance with Article
III.

“Proceeding” means any action, arbitration, litigation, suit or formal investigation (whether civil, criminal, administrative, judicial or investigative)
commenced, brought, conducted or heard by or before any Governmental Authority or arbitrator.

“Product” has the meaning set forth in Section 4.23(a).

“Proper Courts” has the meaning set forth in Section 13.8.

“Purchase Price” has the meaning set forth in Section 2.2.

“QSub Election” has the meaning set forth in Section 4.13(f).

“Qualified Claims” has the meaning set forth in Section 10.1(b)(i).
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“Real Property” has the meaning set forth in Section 4.9(d).

“Recalls” has the meaning set forth in Section 4.23(a).

“Release” means any spilling, leaking, emitting, discharging, disposing, injecting, depositing, escaping, leaching, dumping, or other releasing into the
environment, whether intentional or unintentional.

“Restrictions” means any transfer restrictions, proxies, voting agreements, agreements to sell or purchase and similar restrictions (other than restrictions on
transfer generally arising under the Securities Act or other applicable securities Laws).

“RFPC” has the meaning set forth in the recitals of this Agreement.

“S Corporation Parent” has the meaning set forth in Section 4.13(f).

“S Election” has the meaning set forth in Section 4.13(f).

“SCT Subsidiary” or SCT Subsidiaries” means any or all Standard Research and Design Corporation, SanCasT, Inc., Durox Company, Standard Car
Truck-Asia, Inc., Barber Truck International, Inc., Standard Car Truck of Canada, Inc., SCT Europe Ltd., SCT Technology, LLC, Barber Tian Rui Railway
Supply, LLC and Barber Brake Beam LLC.

“Second Distribution Date” has the meaning set forth in Section 10.10(b)(ii).

“Securities Act” means the Securities Act of 1933, as amended, and the rules and regulations promulgated thereunder, and any successor to such statute,
rules or regulations.

“Seller” has the meaning set forth in the introductory paragraph of this Agreement.

“Seller Indemnitees” has the meaning set forth in Section 10.1(c).

“Seller Representative” shall mean H.S. Russell, or such other person as designated, from time to time, by Seller in writing to Buyer.

“Shares” means all of the issued and outstanding shares of capital stock of the Company.

“Sherman Act” means the Sherman Act of 1890, as amended, and the rules and regulations promulgated thereunder, and any successor to such statute,
rules or regulations.

“Straddle Period” has the meaning set forth in Section 7.8(b).

“Subsidiary” or “Subsidiaries” of any Person means any corporation, partnership, limited liability company or other legal entity in which such Person
(either alone or through or together with any other Subsidiary), owns, directly or indirectly, 25% or more of the stock or other equity or ownership interests.

“Taxes” means any federal, state, provincial, local, territorial and foreign income, profits, franchise, gross receipts, payroll, sales, employment, use,
property, real estate, excise, value added, estimated, stamp, withholding and any other taxes, duties or assessments, together with all interest, penalties and
additions imposed with respect to such amounts.
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“Tax Returns” means all federal, state, local, provincial and foreign tax returns, declarations, statements, reports, schedules, forms and information returns
and any amended tax return relating to Taxes (as they relate to the Business).

“Termination Date” means December 31, 2008; provided, however, that the Parties may, by mutual agreement, extend such date if the Closing has not
occurred due to the condition set forth in Section 8.3(b) not being fulfilled.

“Third Party Claim” has the meaning set forth in Section 10.4.

“Trade Secrets” means all secret, proprietary or confidential information of the Company or any SCT Subsidiary, including any and all information not
generally known to, or ascertainable by, Persons not employed by the Company or any SCT Subsidiary, the disclosure or knowledge of which would permit those
Persons to derive actual material economic value therefrom or to cause material economic or material financial harm to the Company or any SCT Subsidiary.

“Transactions” means the transactions contemplated by this Agreement.

“Working Capital” has the meaning set forth in Section 3.2. Any amounts which are to be included in any calculation of Working Capital which are
expressed in a currency other than U.S. dollars shall be converted into U.S. dollars at the Exchange Rate.

ARTICLE II

TRANSACTIONS; PURCHASE PRICE

2.1 Sale of Shares and Durox Shares. Subject to the satisfaction or waiver of the conditions set forth in Article VIII, at the Closing and as of the Closing
Date:

(a) The Company shall sell, convey, assign and transfer to RFPC, and RFPC shall purchase, acquire and accept from the Company, all of the
Company’s right, title and interest in and to all of the Durox Shares free and clear of any Liens; and

(b) Immediately after the transfer of the Durox Shares to RFPC pursuant to Section 2.1(a) above, Seller shall sell, convey, assign and transfer to
Buyer, and Buyer shall purchase, acquire and accept from Seller, all of Seller’s right, title and interest in and to all of the Shares free and clear of any Liens.

2.2 Purchase Price. The aggregate purchase price for the Durox Shares and the Shares shall be $300,000,000 less (a) Net Funded Debt and (b) Customer
Deposits, subject to adjustment pursuant to Article III below (the “Purchase Price”); provided, however, that the Purchase Price shall be adjusted by the
Divestiture Adjustment, if any.
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2.3 Payment of Closing Payment and Escrow Amount. At the Closing, Buyer shall (a) pay to Seller in immediately available U.S. federal funds the Closing
Payment and (b) deposit with Escrow Agent in immediately available U.S. federal funds the Escrow Amount pursuant to the Escrow Agreement.

2.4 Tax Treatment of Sale of Shares and the Durox Shares. Pursuant to Treasury Regulation Section 1.1361-5(b), the Parties shall treat the purchase and
sale of the Shares and the purchase and sale of the Durox Shares hereunder for U.S. federal income tax purposes (and, where applicable, for state and local
income tax purposes), as a sale of the assets of the Company and each of the SCT Subsidiaries for which a QSub election has been made by Seller to Buyer in
exchange for the Purchase Price plus the amount of liabilities as of the Closing Date of the Company and the SCT Subsidiaries for which a QSub election has
been made (the “Deemed Asset Sale”). Any amounts received by Seller for the purchase and sale of the Durox Shares shall be deemed received by the Company
and distributed by the Company to Seller immediately prior to the Buyer’s purchase and sale of the Shares. Consistent with such treatment, Seller will include any
income, gain, loss, deduction or other Tax item resulting from the Deemed Asset Sale on its Tax Returns in accordance with applicable Law.

2.5 Allocation of Purchase Price. The Purchase Price (as adjusted pursuant to Article III) plus the amount of liabilities as of the Closing Date of the
Company and each of the SCT Subsidiaries for which a QSub election has been made shall be allocated among the assets pursuant to the methodology set forth
on the attached Exhibit A (the “Allocation”). Buyer and Seller shall prepare all relevant Tax Returns in a manner consistent with the Allocation and shall
cooperate with each other in the preparation thereof. At least five (5) Business Days prior to the Closing, the Parties shall submit a mutually acceptable Allocation
of the Purchase Price, which Allocation will not be changed without both Parties’ written consent.

ARTICLE III

ADJUSTMENTS TO PURCHASE PRICE

3.1 Pre-Closing Calculation. Three (3) Business Days prior to the Closing Date, the Company shall prepare and deliver to Parent a consolidated balance
sheet of the Company and the SCT Subsidiaries (the “Preliminary Closing Balance Sheet”) setting forth the Preliminary Net Funded Debt and the Preliminary
Customer Deposits. The Preliminary Closing Balance Sheet shall be calculated in accordance with GAAP and the Financial Statements and shall be reasonably
acceptable to Buyer.

3.2 Post-Closing Calculation. Within seventy-five (75) days following the Closing Date, Buyer shall, at its sole expense, prepare and deliver to Seller a
consolidated balance sheet of the Company and the SCT Subsidiaries as of the Closing Date (the “Final Closing Balance Sheet”) setting forth in reasonable
detail the Net Funded Debt, the Customer Deposits and the Working Capital. The Final Closing Balance Sheet shall be prepared in accordance with GAAP and
the Financial Statements. In connection therewith, from and after Closing, the Buying Parties shall provide Seller and its advisors with reasonable access during
normal working hours to all Company records and work papers used in preparing the Final Closing Balance Sheet and necessary to compute the Net Funded
Debt, the Customer Deposits and the Working Capital, as
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well as the right to make copies of all such records and work papers. The Buying Parties shall also make available to Seller and its advisors the Company’s
personnel and advisors involved in preparing the foregoing. Without limiting or prejudicing Seller’s rights with respect to access to records, work papers,
personnel and advisors as set forth above, the Parties, however, agree that in the event that there is a dispute with respect to the calculations, the Parties shall not
have the right to discovery under the Federal Rules of Procedures. The calculation of the Net Funded Debt, the Customer Deposits and the Working Capital as
delivered to Seller shall be final and binding on the Parties unless, within thirty (30) Business Days after delivery to Seller, Seller shall deliver to Buyer a Dispute
Notice. After delivery of a Dispute Notice, Buyer and Seller shall promptly negotiate in good faith with respect to the subject of the Dispute Notice, and if they
are unable to reach an agreement within fifteen (15) Business Days after delivery to Buyer of the Dispute Notice, the dispute shall be submitted to the
Independent Auditor. In the event that Buyer and Seller disagree on the process and procedure relating to the resolution of the dispute, the Independent Auditor
shall conclusively resolve such dispute and establish the process and procedure to be used in connection with its review of the disputed items. The Independent
Auditor shall be directed to issue a final and binding decision within thirty (30) days of submission of the Dispute Notice, as to the issues of disagreement referred
to in the Dispute Notice and not resolved by the Parties. The calculation of the Net Funded Debt, the Customer Deposits and the Working Capital, as so adjusted
by agreement or by the Independent Auditor (if required), shall be final and binding on the Parties. “Working Capital” shall mean the amount equal to Seller’s
total current assets (excluding Cash) less Seller’s total current liabilities, calculated in accordance with GAAP consistently applied and applied on a basis
consistent with the Financial Statements (including the calculation of the value of inventory on a “last in-first out” basis) as of the Closing Date. A sample
calculation of the Working Capital as of December 31, 2007 is attached hereto as Exhibit B.

3.3 Dispute Notice. In connection with the calculations of the Net Funded Debt, the Customer Deposits and the Working Capital, a “Dispute Notice” shall
mean a written notice from Seller indicating disagreement with the calculations of the Net Funded Debt, the Customer Deposits and/or the Working Capital and
summarizing the items in dispute. The “Independent Auditor” shall mean a national public accounting firm with no material relationship to either of the Parties
or their respective Affiliates chosen by agreement of the Parties, or, if they are unable to agree, shall mean a national firm with no such material relationship
chosen by lot. The fees and expenses of the Independent Auditor retained as a result of any dispute related to any statement shall be equitably allocated by the
Independent Auditor, based on the accuracy of the Parties’ positions relative to the final determination by the Independent Auditor.

3.4 Adjustments.

(a) If the Net Funded Debt as determined pursuant to Section 3.2 is more than the Preliminary Net Funded Debt, then Buyer shall be entitled to
recover from the Escrow Fund the amount of the difference within three (3) Business Days following the determination thereof. If the Net Funded Debt as
determined pursuant to Section 3.2 is less than the Preliminary Net Funded Debt, then Buyer shall promptly, but in no event later than three (3) Business Days
following the determination thereof, pay the amount of the difference to Seller.
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(b) If the Customer Deposits as determined pursuant to Section 3.2 are more than the Preliminary Customer Deposits, then Buyer shall be entitled to
recover from the Escrow Fund the amount of the difference within three (3) Business Days following the determination thereof. If the Customer Deposits as
determined pursuant to Section 3.2 are less than the Preliminary Customer Deposits, then Buyer shall promptly, but in no event later than three (3) Business Days
following the determination thereof, pay the amount of the difference to Seller.

(c) If the Working Capital as determined pursuant to Section 3.2 is less than $40,349,000, then Buyer shall be entitled to recover from the Escrow
Fund the amount of the difference within three (3) Business Days following the determination thereof. If the Working Capital as determined pursuant to Section
3.2 is more than $40,349,000, then Buyer shall promptly, but in no event later than three (3) Business Days following the determination thereof, pay the amount
of the difference to Seller.

3.5 Payment. Any amounts due to Buyer or to Seller under Section 3.4 shall be netted against one another such that only one payment shall be necessary to
satisfy the Parties’ obligations under Section 3.4. Amounts due to Seller under Section 3.4 shall be reduced by any payments required to be paid under the
Management Incentive Compensation Program as a result of the adjustments to the Purchase Price set forth herein, such amounts to be paid to Management by
the Company or the Buyer at the same time payment is made to Seller. The Seller Representative shall provide Buyer in writing no later than two (2) Business
Days prior to the payment date with the amounts to be paid to each member of Management along with wire transfer instructions.

ARTICLE IV

REPRESENTATIONS AND WARRANTIES OF THE COMPANY

Except as set forth on the Disclosure Letter, the Company hereby represents and warrants to Buying Parties that, as of the date of this Agreement:

4.1 Corporate Existence. The Company and each SCT Subsidiary is a corporation or limited liability company validly existing and in good standing under
the laws of the jurisdiction of its incorporation or organization and has all necessary corporate power and authority to carry on its business as now conducted. The
Company and each SCT Subsidiary is legally qualified to transact business as a foreign corporation and is in good standing in each jurisdiction where the nature
of its properties and the conduct of its business requires such qualification, except for those jurisdictions where the failure to so qualify or be in good standing
would not reasonably be expected to have a Material Adverse Effect.

4.2 Corporate Authority. This Agreement and the consummation of the Transactions have been duly authorized by all requisite corporate acts or
proceedings of the Company prior to Closing, and the Company has all necessary corporate power and authority to execute and deliver this Agreement and to
perform its obligations hereunder. This Agreement has been duly executed and delivered by the Company and, assuming due authorization, execution and
delivery hereof by the Buying Parties, constitutes a valid and binding obligation of the Company, enforceable in accordance with its terms.
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4.3 Absence of Conflicts. Except as set forth on Section 4.3 of the Disclosure Letter, the execution and delivery of this Agreement by the Company and,
subject to the required compliance with Antitrust Laws related to the Transactions, the consummation by the Company of the Transactions will not (a) violate,
conflict with or result in the breach of the certificate of incorporation, bylaws or operating agreement (or similar organizational documents) of the Company or
any of the SCT Subsidiaries, (b) conflict with or violate any Law, judgment or decree of any Governmental Authority applicable to the Company or any of the
SCT Subsidiaries or (c) conflict with, result in any breach of, constitute a default (or event which with the giving of notice or lapse of time, or both, would
become a default) under, require any consent under, or give to others any rights of termination or cancellation, modification or acceleration of, any Disclosed
Contract to which the Company or any of the SCT Subsidiaries is a party.

4.4 Capitalization. Section 4.4 of the Disclosure Letter sets forth the authorized, issued and outstanding shares of capital stock of the Company. Seller is the
sole record and beneficial owner of, and has good and valid title to, all of the Shares, free and clear of all Liens and Restrictions. The Company is the sole record
and beneficial owner of, and has good and valid title to, all of the Durox Shares, free and clear of all Liens and Restrictions. All of the Shares and the Durox
Shares are duly authorized, validly issued, fully paid and nonassessable. There are no outstanding options, warrants, preemptive rights, agreements or other rights
of any kind relating to the sale or issuance of additional shares of capital stock or other securities convertible into, exchangeable for or evidencing the right to
purchase, any shares of capital stock or other securities in the Company.

4.5 Subsidiaries.

(a) Section 4.5(a) of the Disclosure Letter sets forth for each SCT Subsidiary (i) its name and jurisdiction of formation, (ii) the authorized, issued and
outstanding equity ownership interests of such entity, and (iii) the names of the holders thereof, and the number of ownership interests held by each such holder.

(b) Each holder of the ownership interests of each SCT Subsidiary has good and valid title to, and is the sole record and beneficial owner of, such
ownership interests, free and clear of all Liens and Restrictions.

(c) All of the equity ownership interests of each SCT Subsidiary are duly authorized, validly issued, fully paid and nonassessable. Except as set forth
on Section 4.5(c) of the Disclosure Letter, there are no outstanding options, warrants, agreements or other rights of any kind relating to the sale or issuance of
additional shares of capital stock or other securities convertible into, exchangeable for or evidencing the right to purchase any shares of capital stock or other
securities in any SCT Subsidiary. Except for the ownership of the equity interests in each SCT Subsidiary, neither the Company nor any SCT Subsidiary legally
and beneficially owns any equity interest in any other Person.

4.6 Governmental Approvals; Consents. No claim, legal action, suit, arbitration, governmental investigation or other legal or administrative Proceeding is
pending or, to the Knowledge of the Company, threatened in writing against the Company or any SCT Subsidiary which would enjoin or delay the Transactions.
Except as set forth on Section 4.6 of the
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Disclosure Letter and except as required by Antitrust Laws, no consent, approval, order or authorization of, license or permit from, notice to or registration,
declaration or filing with any Governmental Authority, or any third party with respect to a Disclosed Contract, is required on the part of the Company or any SCT
Subsidiary in connection with the execution and delivery of this Agreement or the consummation of the Transactions, except for such consents, approvals, orders
or authorizations of, licenses or permits, filings, registrations, declarations or notices which have been obtained or which may be necessary as a result of any facts
relating solely to the Buying Parties or their Affiliates.

4.7 Financial Statements.

(a) The Company has heretofore delivered to Buyer the following consolidated financial statements of the Company (the “Financial Statements”),
copies of which are attached as Section 4.7(a) of the Disclosure Letter:

(i) audited financial statements of the Company for the fiscal years ended December 31, 2006 and December 31, 2007;

(ii) consolidated balance sheet as of June 30, 2008;

(iii) consolidated statement of operations for the six-month period ended June 30, 2008; and

(iv) consolidated cash flow statement for the six-month period ended June 30, 2008.

(b) The Financial Statements have been prepared from the books, records and accounts of the Company and the SCT Subsidiaries in accordance with
GAAP consistently applied during the periods covered thereby (except for the absence of footnotes in the interim period Financial Statements). Each balance
sheet included in the Financial Statements fairly presents in all material respects the consolidated financial position of the Company and the SCT Subsidiaries as
of the respective dates thereof, and the consolidated operations and cash flow statements included in the Financial Statements fairly present in all material
respects the results of operations and the cash flows of the Company and the SCT Subsidiaries for the respective periods indicated therein, in accordance with
GAAP (except for the absence of footnotes in the interim period Financial Statements). The books of account, ledgers and other records of the Company and each
of the SCT Subsidiaries are complete and correct in all material respects.

4.8 Absence of Changes. Except as set forth in Section 4.8 of the Disclosure Letter, since June 30, 2008 to the date hereof:

(a) except as contemplated or permitted by this Agreement, the Business has been conducted in all material respects in the ordinary course consistent
with past practice; and

(b) there has not occurred any change or event that has resulted in, or would reasonably be expected to have, a Material Adverse Effect.
 

- 15 -



4.9 Real Property.

(a) Section 4.9(a) of the Disclosure Letter lists all of the real property and interests therein owned by the Company or any of the SCT Subsidiaries
(with all easements and other rights appurtenant to such property, the “Owned Real Property”). The Company or a SCT Subsidiary, as the case may be, holds fee
simple title to the applicable parcel of Owned Real Property, free and clear of any Liens, except Permitted Liens.

(b) Section 4.9(b) of the Disclosure Letter lists all of the real property and interests therein leased or subleased by the Company or any of the SCT
Subsidiaries (the “Leased Real Property”). For each item of Leased Real Property, Section 4.9(b) of the Disclosure Letter lists the lease or sublease, pursuant to
which the Company or a SCT Subsidiary, as the case may be, holds a possessory interest in the Leased Real Property and all material amendments, renewals, or
extensions thereto (each, a “Lease”). The leasehold interest of the Company or a SCT Subsidiary, as the case may be, with respect to each item of Leased Real
Property is held free and clear of any Liens, except Permitted Liens. Except as set forth on Section 4.9(b) of the Disclosure Letter, neither the Company nor any
of the SCT Subsidiaries is a sublessor of, and has not assigned any Lease covering, any portion of the Leased Real Property.

(c) Each Lease is valid and binding on the Company or the applicable SCT Subsidiary and, to the Knowledge of the Company, is valid and binding
on the other parties thereto. The Company or the applicable SCT Subsidiary that is a party to the Lease and, to the Knowledge of the Company, the other parties
thereto are not in material default or breach under any such Lease, and there are no pending claims affecting the Leases as of which the Company and the SCT
Subsidiaries have written notice.

(d) The Owned Real Property and the Leased Real Property (collectively, the “Real Property”) constitute all material interests in real property
currently owned or leased by the Company or any of the SCT Subsidiaries in connection with the Business. Neither the Company nor any of the SCT Subsidiaries
has received written notice that the location, construction, occupancy, operation or use of the buildings located on the Real Property violates any restrictive
covenant or deed restriction recorded against such Real Property or any other Laws.

4.10 Contracts.

(a) Except as set forth on Section 4.10 of the Disclosure Letter, there are no outstanding Contracts to which the Company or any of the SCT
Subsidiaries is a party or by which the Company or any of the SCT Subsidiaries is bound that:

(i) involve commitments by such Person for terms in excess of three (3) years and involve annual payments or sales of more than $100,000;

(ii) individually and currently involve annual payments or sales of more than $500,000 in the aggregate by such Person;

(iii) consist of obligations for Funded Debt;

(iv) involve employment, severance, change in control, or other agreements involving compensation of any employees of such Person for
services rendered or to be rendered, other than offer letters to (a) current salaried employees in the ordinary course of business and (b) hourly employees;
 

- 16 -



(v) involve the retention of any sales representative, marketing representative, agent or consultant to the Company or to any SCT Subsidiary;

(vi) consist of Contracts between the Company or any of the SCT Subsidiaries, on one hand, and Seller or its Affiliates (other than the
Company and the SCT Subsidiaries), on the other hand;

(vii) involve any political contribution;

(viii) by their express terms purport to limit or restrain the Company or any SCT Subsidiary from engaging or competing in any business;

(ix) involve any license, sublicense or agreement pursuant to which the Company or any SCT Subsidiary has granted rights to a third Person
pertaining to the Company’s or any SCT Subsidiary’s Intellectual Property, which license, sublicense or agreement is material to the Company and the SCT
Subsidiaries;

(x) involve any license, sublicense or agreement pursuant to which the Company or any SCT Subsidiary has been granted any rights to the
Intellectual Property of any third Person, which grant of rights is material to the Company and the SCT Subsidiaries;

(xi) represent a joint venture or similar arrangement; and

(xii) represent a guaranty or suretyship arrangement.

Contracts required to be disclosed on Section 4.10 of the Disclosure Letter are hereafter referred to as the “Disclosed Contracts”.

(b) Each Disclosed Contract is valid and binding on the Company or the applicable SCT Subsidiary and, to the Knowledge of the Company, is valid
and binding on the other parties thereto. The Company or the applicable SCT Subsidiary that is a party to the Disclosed Contract and, to the Knowledge of the
Company, the other parties thereto are not in material default or breach under any such Disclosed Contract, and there are no pending claims affecting the
Disclosed Contracts as of which the Company and the SCT Subsidiaries have written notice.

4.11 Litigation; Orders. Except as set forth on Section 4.11 of the Disclosure Letter, there is no pending or, to the Knowledge of the Company, threatened in
writing legal or administrative Proceeding, against the Company or any of the SCT Subsidiaries. There is no judgment, order, injunction or decree imposed upon
the Company or any of the SCT Subsidiaries by any Governmental Authority.
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4.12 Intellectual Property Rights.

(a) Section 4.12(a) of the Disclosure Letter sets forth an accurate and complete list of all patents and patent applications, registered trademarks and
trademark applications, and registered copyrights and copyright applications which are owned by the Company and the SCT Subsidiaries and are material to the
operation of the Business as currently conducted (“Company Intellectual Property”). With respect to each item of Company Intellectual Property, the Company
or a SCT Subsidiary, as the case may be, owns the entire right, title and interest in and to such Company Intellectual Property, free and clear of all Liens (other
than Permitted Liens). To the Knowledge of the Company, and as described on Exhibit D, (i) except as set forth on Section 4.12(a)(i) of the Disclosure Letter no
Person is engaging in any activity that infringes any Company Intellectual Property, (ii) except as set forth on Section 4.12(a)(ii) of the Disclosure Letter no claim
has been asserted to the Company in writing that the use of any Company Intellectual Property or the operation of the Business as currently conducted infringes
or violates the Intellectual Property of any third Person and (iii) the Company or a SCT Subsidiary, as the case may be, owns or has the right to use all Intellectual
Property material to the operation of the Business as currently conducted.

(b) The Company or a SCT Subsidiary, as the case may be, owns or has the right to use all computer software (including data bases and related
documentation) which is used in the conduct of the Business.

(c) Except as described on Exhibit D, none of the Company Intellectual Property infringes upon or is in misappropriation of any patent, copyright,
trade secret or other proprietary right of any third Person.

4.13 Tax Matters.

(a) All Tax Returns required to be filed by, or with respect to, the Company and the SCT Subsidiaries have been timely filed and are true, accurate
and complete in all material respects. All Taxes (whether or not shown to be due on any Tax Returns) have been paid or have been accrued for on the Financial
Statements.

(b) The Company and each SCT Subsidiary has duly and timely withheld and paid all Taxes and other amounts required by any Governmental
Authority to be collected or withheld by it (including any Taxes and other amounts required to be withheld by it in respect of any amount paid or credited or
deemed to be paid or credited by it to or for the account or benefit of any Person, including any employees, officers, directors and any non-resident Person), and
have properly prepared in all material respects and timely filed all Form W-2s and 1099s (and any similar state, local or foreign forms) with the appropriate
Governmental Authorities.

(c) No waivers of statute of limitations or any agreement to extend the time with respect to a Tax assessment or deficiency have been given or
requested with respect to any Taxes payable by the Company or any of the SCT Subsidiaries.

(d) There are no Liens for Taxes (other than for Taxes not yet due or being contested in good faith and by appropriate proceedings, which
proceedings, if any, are set forth on Section 4.13(d) of the Disclosure Letter) on any of the assets of the Company or the SCT Subsidiaries.
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(e) No Tax is required to be withheld pursuant to Section 1445 of the Code as a result of the transfer contemplated by this Agreement.

(f) From May 1, 1997 through December 31, 2000, Seller (i) had in effect and maintained a valid election pursuant to Section 1362 of the Code to be
subject to taxation under Subchapter S of the Code (an “S Election”), (ii) was an S corporation within the meaning of Section 1361(a)(1) of the Code, (iii) filed
all income Tax Returns in a manner consistent with its status as an S corporation, and (iv) had in effect and maintained, with respect to the Company and each
SCT Subsidiary set forth on Section 4.13(f) of the Disclosure Letter, valid “qualified subchapter S subsidiary” elections pursuant to Section 1361(b)(3) of the
Code (a “QSub Election”). Since December 31, 2000 and at all times thereafter, Russell Enterprises, Inc., the owner of all of the outstanding capital stock of
Seller (“S Corporation Parent”), has had in effect and maintained a valid S Election and has been an S corporation within the meaning of Section 1361(a)(1) of
the Code, and has had in effect and maintained, with respect to Seller, the Company and each of the SCT Subsidiaries set forth on Section 4.13(f) of the
Disclosure Letter, a valid QSub Election. Neither the Company nor any SCT Subsidiary set forth on Section 4.13(f) of the Disclosure Letter has in the past ten
years: acquired assets from another corporation in a transaction in which the Tax basis for the acquired assets was determined, in whole or in part, by reference to
the Tax basis of the acquired assets (or any other property) in the hands of the transferor, or acquired the stock of any corporation which is a qualified subchapter
S subsidiary.

(g) Except as set forth on Section 4.13(g) of the Disclosure Letter, neither the Company nor any SCT Subsidiary will be required to include any item
of income in or exclude any item of deduction from any Tax period (or portion thereof) beginning on or after the Closing Date as a result of: (i) a change in
accounting method for a Tax period (or portion thereof) beginning on or before the Closing Date; (ii) any “closing agreement” as described in Section 7121 of the
Code (or any similar provision of state, local or foreign Law); (iii) any installment sale or open transaction made on or prior to the Closing Date; or (iv) any
prepaid amount received on or prior to the Closing Date.

(h) Neither the Company nor any SCT Subsidiary constitutes either a “distributing corporation” or a “controlled corporation” (within the meaning of
Section 355(a)(1)(A) of the Code) in a distribution of shares qualifying for tax-free treatment under Section 355 of the Code (i) in the five years prior to the date
of this Agreement or (ii) in a distribution that could otherwise constitute part of a “plan” or “series of related transactions” (within the meaning of Section 355(e)
of the Code) in conjunction with the purchase of the Shares.

4.14 Labor Matters. Except as described on Section 4.14 of the Disclosure Letter, (a) as of August 15, 2008, there are no pending unfair labor practice
charges, grievances or complaints filed with any Governmental Authority based on the employment or termination by the Company or any of the SCT
Subsidiaries of any employee, (b) there is no labor strike, dispute, slowdown or work stoppage actually pending or, to the Knowledge of the Company, threatened
in writing against the Company or any of the SCT Subsidiaries, (c) neither the Company nor any of the SCT Subsidiaries is a party to a collective bargaining
agreement, and no collective bargaining agreement relating to the employees of the Company or any of the SCT
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Subsidiaries is currently being negotiated, and (d) neither the Company nor any SCT Subsidiary has committed any violation of any Law prohibiting
discrimination in employment in any form (including claims for harassment and/or other discrimination on the basis of age, race, color, religion, sex, national
origin and/or mental or physical disability) and no events or circumstances exist which would reasonably be expected to give rise to such a claim against the
Company.

4.15 Employee Benefit Plans; Employees.

(a) Section 4.15(a) of the Disclosure Letter sets forth a complete list of all Benefit Plans covering the current or former employees of the Business,
the Company and the SCT Subsidiaries (“Employees”), and neither the Company nor any SCT Subsidiary has any other Benefits Plans. Each Benefit Plan has in
all material respects been established and administered in accordance with its terms and in compliance with applicable Laws. Except as provided in
Section 4.15(a) of the Disclosure Letter, the Internal Revenue Service has issued a favorable determination letter with respect to each Benefit Plan that is intended
to be a “qualified plan” within the meaning of Section 401(a) of the Code. Section 4.15(a) of the Disclosure Letter lists each Benefit Plan subject to Title IV or
Section 302 of ERISA or Section 412 of the Code. Except as provided in Section 4.15(a) of the Disclosure Letter, no Benefit Plan is a “multiemployer plan”
within the meaning of Section 3(37) of ERISA. Except as provided in Section 4.15(a) of the Disclosure Letter, no Benefit Plan has two or more contributing
sponsors at least two of whom are not under common control, within the meaning of Section 4063 of ERISA (a “Multiple Employer Plan”), nor has the
Company or any SCT Subsidiary at any time contributed to, or been obligated to contribute to, any Multiple Employer Plan or any “multiemployer plan”.

(b) Except as provided in Section 4.15(b) of the Disclosure Letter, except for continuation coverage as required by Section 4980(B) of the Code or
by applicable state insurance Laws, no Benefit Plan provides life, health, medical or other welfare benefits to former employees or beneficiaries or dependents
thereof and the Company and the SCT Subsidiaries have no current or projected liability with respect to post employment or post retirement health or medical or
life insurance benefits for retired, former or current employees, except as required to avoid excise tax under Section 4980B of the Code.

(c) With respect to any Benefit Plan for current or former Employees, no event has occurred and no condition or set of circumstances exists other
than the Divestiture under which any of the Company, the SCT Subsidiaries or the Business has indemnified or is required to indemnify any person against any
liability (except liability for benefit claims and funding obligations payable in the ordinary course). Except as provided in Section 4.15(c) of the Disclosure Letter
neither the Company, the SCT Subsidiaries or their Affiliates nor any defined benefit plan maintained by the Company, the SCT Subsidiaries or their Affiliates
have incurred any material liability to the Pension Benefit Guaranty Corporation or the Internal Revenue Code except liabilities to the PBGC pursuant to
Section 4007 of ERISA, all of which have been paid as due. Except as provided in Section 4.15(c) of the Disclosure Letter no reportable event (as such term is
used in section of 4043 of ERISA) or no “accumulated funding deficiency” (as such term is used in section 412 or 4971 of the Code) has occurred with respect to
Benefit Plan subject to Title IV of ERISA.
 

- 20 -



(d) Except as set forth on Section 4.15(d) of the Disclosure Letter, neither the execution and delivery of this Agreement, nor the consummation of the
Transactions will (i) entitle any current or former employee of the Company or the SCT Subsidiaries to any increased or modified benefit or payment;
(ii) increase the amount of compensation due to any such employee, consultant, officer or director; (iii) accelerate the vesting, payment or funding of any
compensation, stock-based benefit, incentive or other benefit; or (iv) result in any “parachute payment” under Section 280G of the Code (whether or not such
payment is considered to be reasonable compensation for services rendered).

(e) Section 4.15(e) of the Disclosure Letter sets forth a complete and accurate list of all of the Employees together with the following information for
each such Employee: name, position held, current salary, 2008 (anticipated) annual bonus and long-term incentive payments, (if any), Fair Labor Standards Act
status, date of hire, annual vacation entitlement, accrued but unused vacation and service date for employee benefit plan purposes. Section 4.15(e) of the
Disclosure Letter indicates which Employees are inactive employees due to an approved medical, family, military or personal leave and, to the extent known, the
date on which each inactive employee is expected to return to active employment. Section 4.15(e) of the Disclosure Letter will be updated as of the date that is
five (5) Business Days prior to the Closing Date and will be true and correct as of that date.

(f) Except as set forth in Section 4.15(f) of the Disclosure Letter, all Employees are employees “at will” whose employment is terminable without
liability therefor. Except as described in Section 4.15(f) of the Disclosure Letter and other than offer letters to (i) current salaried employees in the ordinary course
of business and (ii) hourly employees, none of the Employees have contracts or other agreements relating to stay bonuses and offer letters providing for retention
or stay payments, commissions, compensation, special monetary or vacation awards, non-compete provisions or agreements, perquisites (e.g., club memberships),
stock options, warrants or other benefits to Employees.

(g) Except as provided in Section 4.15(g) of the Disclosure Letter, the Company and the SCT Subsidiaries have not received written notification of
any impediment to the employment of the Employees under applicable Laws and the Company does not otherwise have Knowledge of any impediment. Except as
set forth in Section 4.15(g) of the Disclosure Letter, each of the Company and the SCT Subsidiaries is in material compliance with the requirements of IRCA and
none of the Employees is working based upon a non-resident Visa. Seller and its Affiliates have each complied in all material respects with the requirements of
Executive Order 11246.

4.16 Permits; Compliance with Laws. The Company and the SCT Subsidiaries have all Permits required by any Governmental Authority that are material
to the operation of the Business and the use of its properties as presently conducted or used, and all such Permits are in full force and effect. No action, claim or
proceeding is pending, nor, to the Knowledge of the Company, threatened in writing, to suspend, revoke, revise, limit, restrict or terminate any of such Permits or
declare any such Permit invalid. The Company and the SCT Subsidiaries are in compliance in all material respects with the Permits and all applicable Laws, and
the Company has not received any written notice to the contrary.
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4.17 Assets, Inventories and Receivables.

(a) Except as set forth on Section 4.17 of the Disclosure Letter, the Company or one of the SCT Subsidiaries has good and valid title to, and is the
lawful owner of, all of the tangible assets the Company or such SCT Subsidiary purports to own, free and clear of all Liens, other than Permitted Liens. The
tangible assets of the Company and the SCT Subsidiaries are in good working condition, reasonable wear and tear and loss due to normal operations excepted.

(b) The inventories of the Business consist of a quality and quantity usable and, with respect to finished goods, saleable, in the ordinary course of the
Business, and do not include obsolete items (consistently calculated in accordance with the Company’s and the SCT Subsidiaries’ current methodology) in excess
of any reserves for obsolete inventory included in the Financial Statements and the Final Closing Balance Sheet.

(c) (i) No fact or circumstance exists which would result in the un-collectability of any accounts receivables of the Company or any SCT Subsidiary
and (ii) there is no contest, claim, defense or right of setoff pending, other than returns in the ordinary course of business, under any Contract with any account
debtor of an account receivable relating to the amount or validity of such account receivable, in each case in excess of any reserves included in the Financial
Statements and the Final Closing Balance Sheet.

4.18 Environmental Matters.

(a) Except as set forth on Section 4.18(a) of the Disclosure Letter:

(i) The Company and SCT Subsidiaries have complied in all material respects with all Environmental Laws;

(ii) Neither the Company nor any SCT Subsidiary has received written notice of any violation of Environmental Laws by any Governmental
Authority or other Person;

(iii) None of the Company or any SCT Subsidiary has received any written notice that any property owned, operated or leased by the
Company or any SCT Subsidiary is listed on any list of sites requiring investigation or cleanup; and no Lien has been filed against either the personal or real
property of the Company or any SCT Subsidiary under any Environmental Law or any regulation promulgated thereunder or order issued with respect thereto;

(iv) There has been no Release of any Hazardous Substance in, on or affecting any properties owned, leased or operated by the Company or
any SCT Subsidiary other than in accordance with applicable Environmental Laws;

(v) None of the Company or any SCT Subsidiary has treated, stored, disposed of, arranged for disposal or treatment of, or arranged with a
transporter for disposal or treatment of, or Released any Hazardous Substance at or to any third party owned property or facility, so as to give rise to any current
or future liability, including any liability for response costs, corrective action costs, personal injury, property damage, natural resources damages or attorney’s
fees, or any investigative, corrective or remedial obligation, pursuant to any Environmental Laws;
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(vi) The Company and the SCT Subsidiaries have obtained all material Permits required under applicable Environmental Laws necessary for
the operation of the Business, and all such Permits are in full force and effect, and no action, claim or proceeding is pending, nor, to the Knowledge of the
Company, threatened, to suspend, revoke, revise, limit, restrict or terminate any of such Permits or declare any such Permit invalid; and

(vii) There are no underground or above ground storage tanks regulated pursuant to RCRA § 9001 (42 U.S.C. § 6991) or equivalent
authorized state program located at, on, in or under the Real Property.

(b) Notwithstanding the generality of any other representations and warranties in this Agreement, the representations and warranties in this Section
4.18 shall be deemed the only representations and warranties in this Agreement with respect to matters directly or indirectly relating to, or arising out of,
Environmental Laws or Hazardous Substances.

4.19 Insurance. Section 4.19 of the Disclosure Letter sets forth the following information with respect to each insurance policy to which the Company or
any of the SCT Subsidiaries is a party: the name of the insurer, the policy number, the period of coverage and the amount of coverage. To the Knowledge of the
Company, all of the insurance policies set forth on Section 4.19 of the Disclosure Letter are in full force and effect. All premiums due with respect to the
insurance policies set forth on Section 4.19 of the Disclosure Letter have been paid and no notice of cancellation or termination or intent to cancel any such
insurance policy has been received by the Company or any SCT Subsidiary, and neither Company nor any SCT Subsidiary is in default under any such insurance
policy.

4.20 Absence of Undisclosed Liabilities. Except (a) for liabilities incurred in connection with the Transactions; (b) for liabilities set forth in the Financial
Statements or otherwise disclosed in the notes thereto; (c) for liabilities or obligations arising under any Contract to which the Company or any of the SCT
Subsidiaries is a party or is bound (excluding any liability for a breach by the Company or any of the SCT Subsidiaries of any such Contract); (d) for liabilities
incurred in the ordinary course of business since June 30, 2008; or (e) as set forth on Section 4.20 of the Disclosure Letter, the Company has no liabilities or
obligations of any nature (whether accrued, absolute, contingent or otherwise) required by GAAP to be set forth on a consolidated balance sheet of the Company
or in the notes thereto.

4.21 Related Party Transactions. Except as set forth on Section 4.21 of the Disclosure Letter, no stockholder, director or officer of the Company or any SCT
Subsidiary:

(a) owns or leases any asset used in the Business, or

(b) is a party to any Contract with the Company or any of the SCT Subsidiaries.

4.22 Product Warranties. Except as set forth on Section 4.22 of the Disclosure Letter, each product manufactured, sold, leased or delivered by the Company
or any SCT Subsidiary in
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connection with the Business has been in conformity in all material respects with all applicable Contracts and all express and implied warranties. None of the
Company or any SCT Subsidiary has any liability for replacement or repair of any product manufactured, sold, leased or delivered by the Company or any SCT
Subsidiary in connection with the Business in excess of the reserves therefor set forth on the Financial Statements and the Final Closing Balance Sheet.

4.23 Product Liability.

(a) Except as set forth on Section 4.23(a) of the Disclosure Letter, (i) there is no Proceeding, nor has the Company received any written notice of
violation or investigation of a civil, criminal or administrative nature by or before any court or other Governmental Authority against or involving any product,
substance or material manufactured, assembled, produced, distributed, serviced or sold by or on behalf of the Company or any SCT Subsidiary (collectively,
“Product”), or class of claims or lawsuits involving a Product which is pending or, to the Knowledge of the Company, threatened in writing, on behalf of the
purchaser of any Product, resulting from an alleged defect in design, manufacture, materials or workmanship of any Product, or any alleged failure to warn or
from any breach of express or implied specifications or warranties or representations, and (ii) there has not been, and there is not under consideration or
investigation by the Company or any SCT Subsidiary, any Product recall or post-sale warning (collectively, such recalls and post-sale warnings are referred to as
“Recalls”) conducted by or on behalf of the Company or any SCT Subsidiary concerning any Product, or, to the Knowledge of the Company, any Recall
conducted by or on behalf of any third Person as a result of any alleged defect in any Product in excess of the reserves therefor set forth on the Financial
Statements and the Final Closing Balance Sheet for product warranty and product liability.

(b) No event has occurred and no circumstance exists that would reasonably be expected to give rise to any liability in excess of the reserves therefor
set forth on the Financial Statements and the Final Closing Balance Sheet for product warranty and product liability or serve as a basis for the commencement of
any Proceeding, hearing, charge, complaint or claim against the Company or any SCT Subsidiary or otherwise relating to the Business based on or related to any
Product.

4.24 Finders; Brokers. Except as set forth on Section 4.24 of the Disclosure Letter, the Company is not party to any agreement with any finder or broker, or
in any way obligated to any finder or broker for any commissions, fees or expenses, in connection with the origin, negotiation, execution or performance of this
Agreement for which the Buying Parties will be liable.
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ARTICLE V

REPRESENTATIONS AND WARRANTIES OF SELLER

Except as set forth on the Disclosure Letter, Seller hereby represents and warrants to Buying Parties that, as of the date of this Agreement:

5.1 Corporate Existence. Seller is a corporation validly existing and in good standing under the laws of the State of Delaware and has all necessary
corporate power and authority to enter into this Agreement, to carry out its obligations hereunder and to consummate the Transactions.

5.2 Corporate Authority and Ownership. This Agreement and the consummation of the Transactions have been duly authorized by all requisite corporate
acts or proceedings of Seller, and Seller has all necessary corporate power and authority to execute and deliver this Agreement and to perform its obligations
hereunder. This Agreement has been duly executed and delivered by Seller and, assuming due authorization, execution and delivery hereof by the Buying Parties,
this Agreement constitutes a valid and binding obligation of Seller, enforceable in accordance with its terms. Seller is the sole record and beneficial owner of, and
has good and valid title to, all of the Shares, free and clear of all Liens and Restrictions.

5.3 Absence of Conflicts. The execution and delivery of this Agreement by Seller and, subject to the required compliance with Antitrust Laws related to the
Transactions, the consummation by Seller of the Transactions will not (a) violate, conflict with or result in the breach of the certificate of incorporation or bylaws
of Seller, (b) conflict with or violate any Law, judgment or decree of any Governmental Authority applicable to Seller or (c) conflict with, result in any breach of,
constitute a default (or event which with the giving of notice or lapse of time, or both, would become a default) under, require any consent under, or give to others
any rights of termination or cancellation, modification or acceleration of, any Contract to which Seller is a party.

5.4 Governmental Approvals; Consents. No claim, legal action, suit, arbitration, governmental investigation or other legal or administrative Proceeding is
pending or, to the Knowledge of Seller, threatened in writing against Seller which would enjoin or delay the Transactions. Except as required by Antitrust Laws,
no consent, approval, order or authorization of, license or permit from, notice to or registration, declaration or filing with any Governmental Authority or of any
third party, is or has been required on the part of Seller in connection with the execution and delivery of this Agreement or the consummation of the Transactions,
except for such consents, approvals, orders or authorizations of, licenses or permits, filing, registrations, declarations or notices which have been obtained or
which may be necessary as a result of any facts relating solely to the Buying Parties or their Affiliates.

EXCEPT FOR THE REPRESENTATIONS AND WARRANTIES SET FORTH IN ARTICLE IV AND ARTICLE V, NONE OF SELLER, THE
COMPANY OR ANY SCT SUBSIDIARY NOR ANY OTHER PERSON MAKES ANY OTHER REPRESENTATIONS OR WARRANTIES, WRITTEN OR
ORAL, STATUTORY, EXPRESS OR IMPLIED, WITH RESPECT TO THE COMPANY AND THE SCT SUBSIDIARIES OR THE BUSINESS,
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OPERATIONS, ASSETS, LIABILITIES, CONDITION (FINANCIAL OR OTHERWISE) OR PROSPECTS OF THE COMPANY AND THE SCT
SUBSIDIARIES OR THE NEGOTIATION, EXECUTION, DELIVERY OR PERFORMANCE OF THIS AGREEMENT BY THE COMPANY OR SELLER.
MORE SPECIFICALLY, EXCEPT AS EXPRESSLY PROVIDED IN ARTICLE IV, THE COMPANY AND SELLER DO NOT MAKE OR PROVIDE, ANY
WARRANTY OR REPRESENTATION, EXPRESS OR IMPLIED, AS TO THE QUALITY, MERCHANTABILITY, FITNESS FOR A PARTICULAR
PURPOSE, CONFORMITY TO SAMPLES, OR CONDITION OF THE COMPANY’S AND THE SCT SUBSIDIARIES’ ASSETS OR ANY PART THEREOF.

ARTICLE VI

REPRESENTATIONS AND WARRANTIES OF THE BUYING PARTIES

Except as set forth on Buyer Disclosure Letter, the Buying Parties jointly and severally represent and warrant to the Company and Seller, as of the date of
this Agreement:

6.1 Corporate Existence. Each of the Buying Parties is a corporation validly existing and in good standing under the laws of the jurisdiction of its
incorporation and has all necessary corporate power and authority to enter into this Agreement, to carry out its obligations hereunder and to consummate the
Transactions.

6.2 Corporate Authority. This Agreement and the consummation of all of the Transactions have been duly authorized by all requisite corporate acts or
proceedings of each Buying Party, and each Buying Party has all necessary corporate power and authority to execute and deliver this Agreement and to perform
its obligations hereunder. This Agreement has been duly executed and delivered by each Buying Party and, assuming due authorization, execution and delivery
hereof by the Company and Seller, constitutes a valid and binding obligation of each Buying Party, enforceable in accordance with its terms.

6.3 Absence of Conflicts. The execution and delivery of this Agreement by the Buying Parties and, subject to the required compliance with Antitrust Laws
related to the Transactions, the consummation by the Buying Parties of the Transactions will not (a) violate, conflict with or result in the breach of the certificate
of incorporation or bylaws (or similar organizational documents) of any Buying Party, (b) conflict with or violate any Law, judgment or decree of any
Governmental Authority applicable to any Buying Party or (c) conflict with, result in any breach of, constitute a default (or event which with the giving of notice
or lapse of time, or both, would become a default) under, require any consent under, or give to others any rights of termination or cancellation, modification or
acceleration of, any Contract to which either of the Buying Parties is a party, except, in the case of clauses (b) and (c), as would not reasonably be expected to
have a Buyer Material Adverse Effect.

6.4 Governmental Approvals; Consents. No claim, legal action, suit, arbitration, governmental investigation, action, or other legal or administrative
Proceeding is pending or, to the Knowledge of either Buying Party, threatened in writing against a Buying Party which would enjoin or delay the Transactions.
Except as required by Antitrust Laws, no consent, approval, order or authorization of, license or permit from, notice to or registration, declaration or filing
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with any Governmental Authority or of any third party, is or has been required on the part of either Buying Party in connection with the execution and delivery of
this Agreement or the consummation of the Transactions, except for such consents, approvals, orders or authorizations of, licenses or permits, filings,
registrations, declarations or notices the failure of which to obtain or make would not reasonably be expected to have a Buyer Material Adverse Effect or which
have been obtained.

6.5 Finders; Brokers. Neither Buying Party is a party to any agreement with any finder or broker, or in any way obligated to any finder or broker for any
commissions, fees or expenses, in connection with the origin, negotiation, execution or performance of this Agreement for which Seller or any of its Affiliates
will be liable.

6.6 Purchase for Investment. Each Buying Party is aware that the Shares and the Durox Shares being acquired are not registered under the Securities Act,
or under any state or foreign securities Laws. Neither Buying Party is an underwriter, as such term is defined under the Securities Act, and the Buying Parties are
purchasing such Shares and such Durox Shares solely for investment, with no present intention to distribute any such Shares or such Durox Shares to any Person,
and neither Buying Party will sell or otherwise dispose of the Shares or the Durox Shares except in compliance with the registration requirements or exemption
provisions under the Securities Act and the rules and regulations promulgated thereunder, or any other applicable securities laws.

6.7 Financing. On the Closing Date, the Buying Parties will have sufficient cash, available lines of credit or other sources of immediately available funds to
enable the Buying Parties to pay, in cash, the Purchase Price and all other amounts payable pursuant to this Agreement or otherwise necessary to consummate the
Transactions.

6.8 Litigation. There is no pending or, to the Knowledge of the Buying Parties, threatened in writing legal or administrative Proceeding, against either of
the Buying Parties which would reasonably be expected to affect the legality, validity or enforceability of this Agreement or the consummation of the
Transactions.

6.9 Independent Investigation. The representations and warranties of the Company and Seller set forth in Article IV and Article V constitute the sole and
exclusive representations and warranties of the Company and Seller to the Buying Parties in connection with the Transactions, and the Buying Parties understand,
acknowledge and agree that all other representations and warranties of any kind or nature expressed or implied, at common law, by statute or otherwise
(including, any relating to the future or historical financial condition, results of operations, assets or liabilities of the Company and the SCT Subsidiaries, or the
quality, quantity or condition of the Company’s and SCT Subsidiaries’ assets) are specifically disclaimed by the Company and Seller. Except as expressly set
forth in Article IV, the Company and Seller do not make or provide any warranty or representation, express or implied, as to the quality, merchantability, fitness
for a particular purpose, conformity to samples, or condition of the Company’s or the SCT Subsidiaries’ assets or any part thereof. The Buying Parties hereby
acknowledge and agree to the limitations and acknowledgements set forth in all capital letters at the end of Article V. Except as expressly provided in this
Agreement and the Disclosure Schedules and except for fraud, the Buying Parties hereby expressly waive and relinquish any
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and all rights, claims and causes of action against the Company, the SCT Subsidiaries, Seller and their respective Affiliates and representatives in connection
with, the accuracy, completeness or materiality of any information, data or other materials (written or oral) heretofore furnished to the Buying Parties and their
respective representatives by or on behalf of the Company or Seller (including the confidential memorandum, management presentation and other information
provided to the Buying Parties by the Company, Seller or their representatives). Without limiting the foregoing, neither the Company nor Seller are making any
representation or warranty to the Buying Parties with respect to any financial projection or forecast relating to the business, operations, assets, liabilities,
condition (financial or otherwise) or prospects of the Company and the SCT Subsidiaries or any subset thereof. With respect to any projection or forecast
delivered on behalf of the Company or Seller to the Buying Parties or their respective representatives, the Buying Parties acknowledge that (i) there are
uncertainties inherent in attempting to make such projections and forecasts, (ii) the Buying Parties are familiar with such uncertainties, (iii) the Buying Parties are
taking full responsibility for making their own evaluation of the adequacy and accuracy of all such projections and forecasts furnished to them and (iv) the
Buying Parties shall have no claim against Seller, the Company, the SCT Subsidiaries or their respective Affiliates with respect solely thereto.

ARTICLE VII

AGREEMENTS OF ALL PARTIES

7.1 Operation of the Business. Except as contemplated by this Agreement or as disclosed on Section 7.1 of the Disclosure Letter (such exceptions and
disclosed matters herein referred to as “Permitted Transactions”), from the date hereof until the earlier of the Closing or the termination of this Agreement,
Seller shall cause the Company and the SCT Subsidiaries to use all commercially reasonable efforts (i) to continue, in a manner consistent with the past practices
of the Business, operating and conducting the Business in the ordinary course, and (ii) not to take any of the following actions in connection with or on behalf of
the Business without the prior written approval of Buyer (which approval shall not be unreasonably withheld, conditioned or delayed):

(a) sell, lease, transfer or otherwise dispose of or encumber (other than Permitted Liens) any of the properties or assets of the Business, other than
(i) in the ordinary course of business, (ii) properties or assets of the Business with an aggregate value less than $500,000 or (iii) with respect to the Divestiture;

(b) cancel any material debts or waive any material claims or rights pertaining to the Business, except in the ordinary course of business;

(c) grant any increase in the compensation of officers or employees, except for increases (i) in the ordinary course of business and consistent with
past practice, (ii) as a result of collective bargaining, (iii) as required by any Benefit Plan or agreement, or (iv) as required by Law;

(d) except in the ordinary course of business, incur, assume or guarantee any Funded Debt other than (i) purchase money borrowings, (ii) refunding
of existing Funded Debt, (iii) indebtedness to an Affiliate incurred in the ordinary course of business, and (iv) other Funded Debt with an aggregate principal
amount of less than $1,000,000;
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(e) issue, sell or grant any shares of capital stock of the Company or any capital stock or other equity interest of any SCT Subsidiary, or any
securities or rights convertible into, exchangeable or exercisable for, or evidencing the right to subscribe for, any shares of such capital stock or other equity
interest other than with respect to the Divestiture;

(f) make voluntary investments in or acquisitions on behalf of or for the Business (by purchase of securities or assets, merger or consolidation, or
otherwise) of other Persons, businesses or divisions thereof for consideration in excess of $500,000 in the aggregate for all such investments and acquisitions,
except for acquisitions in settlement of outstanding debts or pursuant to bankruptcy or restructuring plans of entities of which the Company or any of the SCT
Subsidiaries is a creditor;

(g) make loans or advances on behalf of or for the Business (other than travel and similar advances to its employees and trade credit to customers in
the ordinary course of business) to any Person, except for those loans or advances not in excess of $5,000 in the aggregate outstanding at any time without taking
into account any Permitted Transactions;

(h) amend in any respect the organizational or charter documents of the Company or any of the SCT Subsidiaries;

(i) adopt a plan or agreement of complete or partial liquidation, dissolution, restructuring, recapitalization, merger, consolidation or other
reorganization of the Company or any of the SCT Subsidiaries (other than as contemplated hereby);

(j) enter into any new customer or supplier Contract involving aggregate payments or sales in excess of $500,000;

(k) take any action that would cause the Company or any SCT Subsidiary (other than any SCT Subsidiary that is not currently a qualified subchapter
S subsidiary) to not be a qualified subchapter S subsidiary as defined in Section 1361(b)(3)(B) of the Code as of the Closing Date; or

(l) agree, whether in writing or otherwise, to do any of the foregoing;

provided, however, that the limitations set forth in clauses Section 7.1(a) through Section 7.1(l) shall not apply to any action, transaction or event occurring
exclusively between the Company and any SCT Subsidiary or between any of the SCT Subsidiaries in the ordinary course of business.

7.2 Mutual Cooperation; No Inconsistent Action.

(a) Subject to the terms and conditions of this Agreement, Seller and the Company, on the one hand, and the Buying Parties, on the other hand, shall
cooperate with each other and use their respective commercially reasonable efforts to promptly (i) take or cause to be taken all actions, and do or cause to be done
all things necessary, proper or advisable under this
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Agreement and applicable Laws to consummate the Transactions as soon as practicable, including preparing and filing promptly and fully all documentation to
effect all necessary filings, notices, petitions, statements, registrations, submissions of information, applications and other documents (including any required
filings under applicable Antitrust Laws) and (ii) subject to this Section 7.2, obtain all approvals, consents, registrations, permits, authorizations and other
confirmations from any Governmental Authority necessary to consummate the Transactions. The Company shall in good faith consult with Buyer regarding the
material terms and progress of any negotiation or renegotiation of any collective bargaining agreement or other union contract. Subject to applicable Laws
relating to the exchange of information and in addition to Section 7.2(c), the Parties shall have the right to review in advance, and to the extent practicable each
will consult the other regarding, all the information relating to the Party, as the case may be, that appears in any filing made with, or written materials submitted
to, any third party and/or any Governmental Authority in connection with the Transactions.

(b) In furtherance and not in limitation of the foregoing, each Party agrees to make an appropriate filing of a Notification and Report Form pursuant
to the HSR Act with respect to the Transactions as promptly as practicable and in any event within ten (10) Business Days of the date hereof and to supply as
promptly as practicable any additional information and documentary material that may be requested pursuant to the HSR Act and any other applicable Antitrust
Laws and use its best efforts to take, or cause to be taken, all other actions consistent with, and subject to, this Section 7.2 necessary to cause the expiration or
termination of the applicable mandatory waiting periods under the HSR Act as soon as practicable, including requesting early termination of the waiting period
under the HSR Act.

(c) Each Party shall use commercially reasonable efforts to (i) cooperate in all respects with each other in connection with any filing or submission
with any Governmental Authority in connection with the Transactions and in connection with any investigation or other inquiry by or before a Governmental
Authority relating to the Transactions, including any Proceeding initiated by a private party, and (ii) keep the other Party informed in all material respects and on a
reasonably timely basis of any communication received by such Party or its Affiliates from, or given by such Party to, the Federal Trade Commission, the
Antitrust Division of the Department of Justice, or any other Governmental Authority and of any communication received or given in connection with any
Proceeding by a private party, in each case regarding any of the Transactions.

(d) In furtherance and not in limitation of the covenants of the Parties contained in this Section 7.2, and subject to the conditions below, each Party
shall use its best efforts to resolve such objections, if any, as may be asserted by a Governmental Authority or other Person with respect to the Transactions.
Without limiting any other provision hereof, but subject to the conditions below, the Parties shall each use its best efforts to (i) avoid the entry of, or to have
vacated or terminated, any decree, order or judgment that would restrain, prevent or delay the consummation of the Transactions, on or before the Termination
Date, including by defending through litigation on the merits any claim asserted in any court by any Person, and (ii) avoid or eliminate each and every
impediment under any Antitrust Law that may be asserted by any Governmental Authority with respect to the Transactions so as to enable the consummation of
the Transactions to occur as soon as reasonably possible (and in any event no later than the Termination Date). The Buying Parties agree to negotiate, commit to
or effect as promptly as
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practicable, by consent decree, hold separate orders, or otherwise, the sale, divesture or disposition of such assets, properties or businesses of the Buying Parties
or of the Business to be acquired by them pursuant hereto, and the entrance into such other arrangements, as are necessary or advisable in order to avoid the entry
of, and the commencement of litigation seeking the entry of, or to effect the dissolution of, any injunction, temporary restraining order or other order in any
Proceeding, which would otherwise have the effect of materially delaying or preventing the consummation of the Transactions; provided, however, that the
Buying Parties shall not be required to take any such actions that would cause the Buying Parties or their Subsidiaries to (i) divest any business, asset, or product
line of the Business generating either revenues in excess of Twenty-Five Million Dollars ($25,000,000), or earnings before interest and taxes in excess of Three
Million Dollars ($3,000,000), in fiscal year 2007, (ii) restrict, curtail, hold separate or otherwise affect or limit the operation of any business, asset or product line
of the Business such that the Buying Parties’ or their Subsidiaries’ revenues (or anticipated revenues in the case of the Business) would be decreased by more
than Twenty-Five Million Dollars ($25,000,000) or the Buying Parties’ or their Subsidiaries’ earnings before interest and taxes (or anticipated earnings before
interest and taxes in the case of the Business) would be decreased by more than Three Million Dollars ($3,000,000), based on the results of fiscal year 2007 or
(iii) divest any other business or product line of Buyer or its Affiliates (other than as provided in subclauses (i) and (ii) above). In addition, the Buying Parties
shall use their best efforts to defend through litigation on the merits any claim asserted in court by any party in order to avoid entry of, or to have vacated or
terminated, any decree, order or judgment (whether temporary, preliminary or permanent) that would prevent the Closing from occurring as promptly as
practicable; provided, however, that such efforts shall not require the Buying Parties to appeal any adverse decision beyond the United States Court of Appeals.

(e) The Company and Seller, on the one hand, and the Buying Parties, on the other hand, shall notify and keep the other advised as to any litigation
or administrative Proceeding pending and known to such Party, or, to its Knowledge, threatened in writing, which challenges the Transactions. Subject to Section
7.2 and Article XI, the Company, Seller and the Buying Parties shall not take any action inconsistent with their obligations under this Agreement or which would
materially hinder or delay the consummation of the Transactions.

7.3 Public Disclosures. Prior to the Closing Date, no Party shall (except in the case of the Company with respect to disclosures made to the employees or
customers of the Company and the SCT Subsidiaries) issue any press release or make any other public disclosures concerning this Transactions or the contents of
this Agreement without the prior written consent of the other Party, unless a Party believes, upon advice of counsel, it is required by Law or regulation (of any
applicable stock or securities exchange or otherwise) to make such public disclosure. The Parties shall reasonably cooperate as to the timing and contents of any
public announcement or communication.

7.4 Access to Records and Personnel.

(a) From the date hereof until the earlier of the Closing or termination of this Agreement, upon reasonable notice, Seller shall cause the Company
and the SCT Subsidiaries to (i) afford the Buying Parties and their representatives reasonable access to the senior managers of the Company and the SCT
Subsidiaries and (ii) furnish to the representatives of the Buying
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Parties such additional financial and operating data and other material information regarding the Business (or copies thereof) as the Buying Parties may from time
to time reasonably request; provided, however, that any such access or furnishing of information shall be conducted at the Buying Parties’ expense, during normal
business hours, and in such a manner as not to unreasonably interfere with the normal operations of the Business. Notwithstanding anything to the contrary in this
Agreement, neither Seller, the Company nor the SCT Subsidiaries shall be required to disclose any information to the Buying Parties if such disclosure would
(i) jeopardize any attorney-client or other legal privilege, (ii) contravene any applicable Laws (including applicable Antitrust Laws), fiduciary duty or binding
agreement entered into prior to the date hereof, (iii) disrupt or jeopardize any material customer or vendor relationship or (iv) include Tax information pertaining
to Seller or its Affiliates other than the Company and the SCT Subsidiaries.

(b) From and after the Closing Date, the Parties shall, and the Buying Parties shall cause the Company and the SCT Subsidiaries to, retain the books,
records, documents, instruments, accounts, correspondence, writings, evidences of title and other papers relating to the Company and the SCT Subsidiaries in
their possession (the “Books and Records”) for seven (7) years or for such longer period as may be required by Law.

(c) From and after the Closing Date, the Parties shall allow each other, and Buyer shall cause the Company and the SCT Subsidiaries to allow Seller,
its Affiliates and their respective representatives, reasonable access during normal business hours to the Books and Records and to personnel having knowledge of
the whereabouts and/or contents of the Books and Records, for legitimate non-competitive business reasons, including all information required to calculate and
verify the amounts set forth in Article III, the preparation of the Preliminary Closing Balance Sheet, the Final Closing Balance Sheet and Seller’s Tax Returns and
the defense of Proceedings. Each Party shall be entitled to recover its out-of-pocket costs (including copying costs) incurred in providing such Books and Records
to the other Party, except with respect to information provided by Buyer, the Company and the SCT Subsidiaries to Seller in connection with the preparation of
the Preliminary Closing Balance Sheet, the Final Closing Balance Sheet or Seller’s Tax Returns or resolution of any dispute with respect to Article III. The
requesting Party shall, and the Buying Parties shall cause the Company, the SCT Subsidiaries and their respective Affiliates to hold in confidence all confidential
information identified as such by, and obtained after the Closing from, the disclosing Party or any of its officers, agents, representatives or employees; provided,
however, that information that (i) was in the public domain; (ii) was in fact known to the requesting Party prior to disclosure by the disclosing Party, its officers,
agents, representatives or employees; (iii) becomes known to the requesting Party from or through a third party not under an obligation of non-disclosure to the
disclosing Party; or (iv) Seller is required by Law or otherwise deems necessary and proper to disclose in connection with the filing, examination or defense of
any Tax Return or other document required to be filed, shall not be deemed to be confidential information. In addition, the Parties agree that confidential
information may only be used for the purpose for which it was supplied.
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7.5 Employee Relations and Benefits.

(a) Immediately prior to the Closing, the Company shall pay to Management in immediately available U.S. federal funds the Management Incentive
Payment. Seller shall be responsible for all Tax, withholding, reporting, accounting and other obligations associated with the Management Incentive Payment and
except as provided in Section 3.5, the Buying Parties shall have no responsibility therefor.

(b) (i) As soon as practicable after the Closing, Seller and the Company shall take appropriate corporate action to distribute the balances of the
incentive compensation accounts of all participants in the Executive Incentive Plan in the form of a lump sum in accordance with the terms of the Executive
Incentive Plan. Upon completion of such distribution, the Buying Parties shall be under no obligation to continue to maintain the Executive Incentive Plan.

(ii) Buying Parties acknowledge and agree that the Company shall pay to the employees all accrued benefits under the Annual SCT Bonus
Plan including any appropriate accruals related to the period beginning on January 1, 2008 and ending on the Closing Date, in accordance with the terms of the
Annual SCT Bonus Plan, to the extent that such accrued benefits and 2008 accruals are reserved against on the Preliminary Closing Balance Sheet; provided,
however, that in no event shall the Company pay to the employees pursuant to the Annual SCT Bonus Plan any amounts that are less than the amount of such
benefits that have been reserved against on the Preliminary Closing Balance Sheet. After the Closing Date, employees may become eligible to participate in
Buyer bonus and incentive plans in Buyer’s discretion.

(iii) Buying Parties acknowledge and agree that the accruals for the Company’s existing 401(k) profit sharing plans (as described in
Section 4.15(a) of the Disclosure Letter) related to the period beginning on January 1, 2008 and ending on the Closing Date shall be credited and funded to
eligible Employees’ profit sharing accounts as soon as practicable following the Closing Date.

All amounts described in this Section 7.5(b) shall be paid or credited, as applicable, no later than the last day of the calendar month following the calendar month
in which the Closing Date occurs.

(c) The Buying Parties or one of its Affiliates shall recognize all service of the employees with the Company and the SCT Subsidiaries prior to the
Closing Date as service with the Buying Parties and its Affiliates in connection with any tax-qualified pension plan, 401(k) savings plan, welfare benefit plans
and employment policies (including vacations and holiday policies) maintained by the Buying Parties or one of their Affiliates that are made available following
the Closing Date by the Buying Parties or one of their Affiliates for purposes of any waiting period, vesting, eligibility and benefit entitlement (but excluding
pension plan accruals); provided, however, that with respect to any defined benefit pension plan maintained by the Buying Parties or one of their Affiliates in
which such employee participates following the Closing Date, such service credit shall be measured from the earliest date that such employee commenced
participation in a tax-qualified pension or savings plan maintained by the Company and the SCT Subsidiaries.
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(d) The Buying Parties shall (i) waive, or use commercially reasonable efforts to cause their insurance carriers to waive, all limitations as to pre-
existing and at-work conditions, if any, with respect to participation and coverage requirements applicable to the employees of the Company and the SCT
Subsidiaries under any welfare benefit plan (as defined in Section 3(l) of ERISA) that is made available to such employees following the Closing Date by the
Buying Parties or one of their Affiliates, and (ii) provide credit to such employees for any co-payments, deductibles and out-of-pocket expenses paid by such
employees under the employee benefit plans, programs and arrangements of the Company and the SCT Subsidiaries during the portion of the relevant plan year
including the Closing Date. The Buying Parties shall assume responsibility for all liabilities arising under the Benefit Plans in accordance with Section 4980B of
the Code regardless of whether such liability accrued before or after the Closing Date.

(e) Nothing herein, expressed or implied, shall confer upon any employee or former employee of the Company or any of the SCT Subsidiaries, or the
Buying Parties or any of their respective Affiliates, any right to employment or continued employment for any specified period, under or by reason of this
Agreement.

(f) The Buying Parties shall retain full responsibility for compliance with the Worker’s Adjustment and Restraining Notification Act of 1988, as
amended, and be solely responsible for furnishing any required notice of any “plant closing” or “mass layoff”, as applicable, which arise as a result of any facility
closings, reductions in work force or termination or other action, that the Company and the SCT Subsidiaries may cause or initiate on or after the Closing Date
and shall jointly and severally indemnify Seller and its Affiliates for any liability related thereto, including reasonable attorneys’ fees related thereto.

(g) If the terms of any Benefit Plan named in Section 4.15(b) of the Disclosure Letter, provide any eligible current or former employee of the
Company or the SCT Subsidiaries, as a result of the Transactions, with (i) an increased or modified benefit or payment; (ii) an increased amount of compensation
due to any such employee, consultant, officer or director; or (iii) accelerated vesting, payment or funding of any compensation, stock-based benefit, incentive or
other benefit, then Buyer shall provide such benefit or compensation as soon as reasonably practicable following the Closing Date. This Section 7.5(g) includes
the full and immediate vesting and payment of the balances in the incentive compensation accounts of each individual who is a participant in the Standard Car
Truck Company and Affiliates Executive Incentive Compensation Plan on the Closing Date, which payment shall be in the form of a lump sum and shall be made
as soon as practicable following the Closing Date.

7.6 Update to Disclosure.

(a) Between the date of this Agreement and the Closing, Seller shall promptly inform Buyer in writing should it become aware of the existence or
occurrence of (i) any representation or warranty in this Agreement made as of the date hereof being untrue or of any breach of any covenant of Seller in this
Agreement (“Pre-Signing Supplemental Information”) or (ii) any matter arising after the date hereof but prior to the Closing that if existing or occurring
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at or prior to the date of this Agreement would have been required to be set forth or described in the Disclosure Letter, (“Post-Signing Supplemental
Information”). Pre-Signing Supplemental Information and Post-Signing Supplemental Information shall be taken into account in determining satisfaction of the
conditions specified in Section 8.1(a) and Section 8.1(c).

(b) If the Closing occurs, Buyer Indemnitees shall be entitled to indemnification in accordance with and subject to Article X for any Losses incurred
as a result of a breach of representation and warranty or covenant identified in the Pre-Signing Supplemental Information.

(c) If the Closing occurs, Buyer Indemnitees shall be entitled to indemnification in accordance with and subject to Article X for any Interim Losses
incurred as a result of a breach of representation and warranty or covenant identified in the Post-Signing Supplemental Information solely to the extent such
Interim Losses are in excess of Two Million Five Hundred Thousand Dollars ($2,500,000); provided, however, that any Interim Losses in relation to Post-Signing
Supplemental Information (whether indemnified or not) (“Post-Signing Supplemental Information Losses”) shall be taken into account in determining whether
the Minimum Amount has been met.

7.7 Director and Officer Indemnification.

(a) For a period of six (6) years from and after the Closing Date, the Buying Parties, shall cause the charter and other organizational documents of the
Company and the SCT Subsidiaries to contain provisions no less favorable in any manner to the directors and officers of the Company and the SCT Subsidiaries
with respect to limitation of liabilities of directors and officers, indemnification and advancement of expenses than are set forth as of the date of this Agreement in
the applicable organizational or charter documents of the Company and the SCT Subsidiaries, which provisions shall not be amended, repealed or otherwise
modified in a manner that would adversely affect the rights thereunder of the directors and officers of the Company and the SCT Subsidiaries. In addition, the
Buying Parties shall, and shall cause the Company and the SCT Subsidiaries to, pay any expenses (including fees and expenses of legal counsel) of any director
or officer under this Section 7.7 (including in connection with enforcing the indemnity and other obligations provided for in this Section 7.7) as incurred to the
fullest extent permitted under applicable Law, provided that the Person to whom expenses are advanced provides an undertaking to repay such advances to the
extent required by applicable Law.

(b) The Company shall purchase a “run-off” or “tail” directors’ and officers’ liability and fiduciary liability insurance policy to the current policy of
the Company with a claims period of at least six (6) years from and after the Closing Date from an insurance carrier with the same or better credit rating as the
Company’s current insurance carrier and having (i) the coverage levels, benefits and other terms and conditions no less favorable as the current policies of the
Company with respect to matters existing or occurring at or prior to the Closing Date (including in connection with this Agreement or the Transactions) and
(ii) an annual premium no greater than $12,000.

(c) In the event any claim is asserted or made, any determinations that are required to be made with respect to whether a director’s or an officer’s
conduct complies with an
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applicable standard shall be made by independent legal counsel selected by the director or officer in question; provided that nothing in this Section 7.7 shall
impair any rights of any current or former director or officers of the Company or any of the SCT Subsidiaries, including pursuant to the respective organizational
or charter documents, under applicable Law or otherwise.

(d) For a period of six (6) years from and after the Closing Date, the obligations of the Buying Parties, the Company and the SCT Subsidiaries under
this Section 7.7 shall continue in full force and effect following the Closing and shall not be terminated or modified in such a manner as to adversely affect the
rights of any director or officer to whom this Section 7.7 applies unless the affected director or officer shall have consented in writing to such termination or
modification (it being expressly agreed that the directors and officers to whom this Section 7.7 applies shall be third party beneficiaries of this Section 7.7). The
provisions of this Section 7.7 are (i) intended to be for the benefit of, and shall be enforceable by, each director and officer, his or her heirs and his or her
representatives and (ii) in addition to, and not in substitution for, any other rights to indemnification or contribution that any such Person may have by contract,
Law or otherwise.

(e) For a period of six (6) years from and after the Closing Date, if Buyer or any of its successors or assigns (i) consolidates with or merges into any
other Person and shall not be the continuing or surviving corporation or entity in such consolidation or merger or (ii) transfers all or substantially all its properties
and assets to any Person, then, and in each case, proper provision shall be made so that the successors and assigns of Buyer, assume, honor and discharge the
obligations set forth in this Section 7.7.

7.8 Tax Matters.

(a) Seller will be responsible for the preparation and filing of all Tax Returns of the Company and the SCT Subsidiaries for all periods ending on or
prior to the Closing Date. Seller will make all payments required with respect to any such Tax Returns. If Seller utilizes in connection with the filing of any such
Tax Return any Tax asset taken into account in determining the Working Capital, Seller shall immediately reimburse Buyer for such amount.

(b) Buyer will be responsible for the preparation and filing of all Tax Returns of the Company and the SCT Subsidiaries for all periods ending after
the Closing Date including for any Tax year beginning before and ending after the Closing Date (“Straddle Period”). Buyer shall provide Seller, at least 30 days
prior to the applicable deadline for filing Tax Returns relating to any Straddle Period, a copy of such Tax Returns for Seller’s review and comment. Buyer will
make all payments required with respect to any such Tax Return; provided, however, that Seller will reimburse Buyer for Taxes related to any Straddle Period to
the extent (i) any payment by Buyer relates to the operation of the Company or any SCT Subsidiary for any period ending on or before the Closing Date as
determined pursuant to Section 7.8(e) and (ii) such portion exceeds the amount identified for such Taxes and taken into account in determining the Working
Capital.

(c) Buyer and Seller agree to utilize, or cause their respective affiliates to utilize the alternative procedure set forth in Rev. Proc. 2004-53 with
respect to wage reporting.
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(d) Without regard to the limitations set forth in Section 10.1(b), Seller agrees to indemnify and hold harmless Buyer, the Company and the SCT
Subsidiaries from and against any Loss that any of Buyer, Company, the SCT Subsidiaries or any of their Affiliates may suffer from, arising out of, relating to, in
the nature of, or caused by: (i) any liability of Seller or its stockholders that becomes a liability of Buyer, the Company, any SCT Subsidiary or their Affiliates
under any bulk transfer law of any jurisdiction, under any common law doctrine of de facto merger or successor liability, or otherwise by operation of Law;
(ii) any liability of the Company or any SCT Subsidiary for unpaid Taxes with respect to any Tax year or portion thereof ending on or before the Closing Date (or
for any Straddle Period) identified for such Taxes and to the extent allocable to the portion of such year beginning before and ending on the Closing Date to the
extent such Taxes exceed the amount, if any, taken into account in determining the Working Capital; (iii) any liability of the Company or any SCT Subsidiary for
unpaid Taxes of any Person (including Seller and its subsidiaries) under Regulation Section 1.1502-6 (or any similar provision of state, local or foreign Law), as a
transferee or successor, by contract, or otherwise; or (iv) any Tax liability of the SCT Subsidiaries, the Company or the Buying Parties, with respect to payments
made under the Management Incentive Compensation Program (including liabilities arising under Code Sections 280G or 4999).

(e) For purposes of this Section 7.8, whenever it is necessary to determine the liability for Taxes based on the income or receipts of the Company or a
SCT Subsidiary for a Straddle Period, the determination of the Taxes of the Company or any SCT Subsidiary for the portion of the Straddle Period ending on and
including, and the portion of the Straddle Period beginning and ending after, the Closing Date shall be determined by assuming that the Straddle Period consisted
of two taxable periods, one which ended at the close of the Closing Date and the other which began at the beginning of the day following the Closing Date and
items of income, gain, deduction, loss or credit of the Company for the Straddle Period shall be allocated between such two taxable years or periods on a “closing
of the books basis” by assuming that the books of the Company and any SCT Subsidiary, as the case may be, were closed at the close of the Closing Date;
provided, however, that, occurrences or events occurring on the Closing Date but after the Closing that are outside of the ordinary course of business shall be
apportioned to the post-Closing period; provided further, that, exemptions, allowances or deductions that are calculated on an annual basis, such as the deduction
for depreciation, shall be apportioned between such two taxable years or periods on a daily basis. Notwithstanding the previous sentence, any income associated
with the Divestiture shall be apportioned to the pre-Closing period. The amount of other Taxes of the Company for a Straddle Period shall be allocated to the
periods before and after the Closing Date pro rata, based on the number of days of the Straddle Period in the period before and ending on the Closing Date, on the
one hand, and the number of days in the Straddle Period in the period after the Closing Date, on the other hand. By way of clarification, this Section 7.8(e) shall
govern any and all indemnification rights that Buyer Indemnitees, the Company and any SCT Subsidiary may have with respect to any Tax matters and none of
the Buyer Indemnitees, the Company or any SCT Subsidiary shall have any additional rights to collect for the same matters for a breach of Section 4.13.

(f) Seller, the Company and Buyer shall reasonably cooperate, and shall cause their respective Affiliates, officers, employees, agents, auditors and
representatives reasonably to cooperate, in preparing and filing all Tax Returns, including maintaining and making available to each other all records necessary in
connection with Taxes and in resolving all disputes and audits
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with respect to all taxable periods relating to Taxes. Buyer recognizes that Seller and its stockholders may need access, from time to time, after the Closing Date,
to certain accounting and tax records and information held by the Company to the extent such records and information pertain to events occurring prior to the
Closing Date; therefore, Buyer agrees that from and after the Closing Date, Buyer shall, and shall cause the Company, the SCT Subsidiaries and their affiliates
and successors to (i) retain and maintain such records and information until such time as Seller agrees in writing that such retention and maintenance is no longer
necessary, and (ii) allow Seller and its stockholders (and their agents and representatives) to inspect, review and make copies of such records and information as
they may deem necessary or appropriate from time to time. Buyer shall cause the Company to permit Seller and its stockholders to control any Tax audit for or
covering any pre-Closing Tax period, and shall promptly forward and shall cause the Company to promptly forward to Seller and its stockholders all notices or
other communications received with respect to any such Tax audit; provided that Seller shall promptly inform Buyer of any material development in any such Tax
Audit and promptly provide Buyer with copies of any correspondence received from or sent to the relevant taxing authority in connection with any such Tax
Audit.

(g) Seller shall be entitled to receive any refunds of any Taxes of the Company and the SCT Subsidiaries for any taxable year or period that ends on
or before the Closing Date and, with respect to any taxable year or period beginning before and ending after the Closing Date, the portion of such taxable year
ending on and including the Closing Date, except (i) to the extent that any such refunds are taken into account in determining the Working Capital and (ii) occurs
as a result of a carry back of a loss attributable to a post-Closing Tax period.

(h) The Parties acknowledge and agree that any income Tax deductions related to payments under the Management Incentive Compensation
Program, whether paid at Closing or thereafter, shall be claimed by the S Corporation Parent on its income Tax Returns and the Parties shall not take any position
inconsistent with this Section 7.8(h).

(i) Following the Closing, Buyer shall not amend any Tax Returns for taxable years or periods ending on or before the Closing Date without Seller’s
prior written consent.

7.9 No Negotiation. Until such time, if any, as this Agreement is closed or terminated pursuant to Article XI, Seller will not, and will cause the Company
not to, directly or indirectly solicit, initiate, or encourage any inquiries or proposals from, discuss or negotiate with, provide any non-public information to, or
consider the merits of any unsolicited inquiries or proposals from, any Person (other than Buying Parties) relating to any transaction involving the sale of the
Business or assets (other than in the ordinary course of business or with respect to the Divestiture) of the Company or any SCT Subsidiary, or any of the capital
stock of the Company or any SCT Subsidiary, or any merger, consolidation, business combination, or similar transaction involving the Company or any SCT
Subsidiary (other than with respect to the Divestiture).

7.10 Divestiture. Subject to any transition services or similar agreement entered into between the Company and the purchaser of Anchor Brake Shoe
Company for the provision of administrative services, Seller will cause such purchaser to (a) acknowledge and agree that
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neither the Company nor any SCT Subsidiary nor Buying Parties will have any liability or obligation to indemnify purchaser with respect to Anchor Brake Shoe
Company or its operations (“Anchor Obligations”) and (b) agree to defend any and all Anchor Obligations. In addition, the definitive agreement with respect to
the Divestiture shall expressly provide that Buyer is a third party beneficiary of such agreement with respect to the Anchor Obligations. For a period not to exceed
eighteen (18) months from the Closing Date, Buyer agrees to provide administrative or reasonable transition services to the third party buyer in connection with
the Divestiture.

ARTICLE VIII

CONDITIONS

8.1 Conditions to the Obligations of the Buying Parties. The obligations of the Buying Parties to consummate the Transactions shall be subject to the
satisfaction or waiver at or prior to the Closing Date of the following conditions:

(a) the representations and warranties of the Company and Seller contained in this Agreement shall be true and correct in all material respects at and
as of the date hereof and as of the Closing Date (except for representations and warranties qualified by materiality which shall be true and correct in all respects)
except (i) for changes specifically permitted by this Agreement, (ii) that those representations and warranties which address matters only as of a particular date
shall remain true and correct as of such date and (iii) that those instances in which the failure of the representations and warranties in the aggregate to be true and
correct would not reasonably be expected to have a Material Adverse Effect;

(b) the Company and Seller shall have performed and complied in all material respects with all of their respective obligations required by this
Agreement to be performed or complied with at or prior to the Closing Date;

(c) since the date of this Agreement, there shall not have occurred or be existing any fact, event or circumstance that would reasonably be expected to
have a Material Adverse Effect; and

(d) the Company and Seller shall have delivered to Buyer a certificate executed by an executive officer of the Company on behalf of the Company
and an executive officer of Seller on behalf of Seller, respectively, dated as of the Closing Date, certifying that the conditions specified in paragraphs (a), (b) and
(c) immediately above have been satisfied.

8.2 Conditions to the Obligations of Seller. The obligations of Seller to consummate the Transactions shall be subject to the satisfaction or waiver at or
prior to the Closing Date of the following conditions:

(a) the representations and warranties of the Buying Parties contained in this Agreement shall be true and correct in all material respects at and as of
the Closing Date with the same force and effect as though made at and as of that time except (i) that those representations and warranties which address matters
only as of a particular date shall remain true and correct as of such date, (ii) that those representations and warranties which by their terms are qualified by
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materiality shall be true in all respects, and (iii) those instances in which the failure of the representations and warranties in the aggregate to be true and correct
would not reasonably be expected to have a Buyer Material Adverse Effect;

(b) the Buying Parties shall have performed and complied with all of their respective obligations required by this Agreement to be performed or
complied with at or prior to the Closing Date; and

(c) the Buying Parties shall have delivered to Seller a certificate, dated as of the Closing Date, and executed by an executive officer of Buyer on
behalf of Buyer, certifying that the conditions specified in paragraphs (a) and (b) immediately above have been satisfied.

8.3 Conditions to Obligations of Buying Parties and Seller. The respective obligations of the Buying Parties and Seller to consummate the Transactions
shall be subject to the satisfaction or waiver at or prior to the Closing Date of the following conditions:

(a) No Injunction, Etc. At the Closing Date, there shall be no injunction, restraining order or decree of any nature of any Governmental Authority
that is in effect that prohibits or materially restricts the consummation of the purchase by, or the transfer by Seller to Buyer of the Shares; provided, however, that
the benefits of this Section 8.3(a) shall not be available to a Party whose failure to fulfill its obligations pursuant to Sections 7.2 and 7.4 shall have been the cause
of, or shall have resulted in, such injunction, restraining order or decree.

(b) Antitrust Approvals. All mandatory (i) waiting periods specified under the HSR Act or similar domestic or foreign Antitrust Laws with respect to
the Transactions shall have elapsed or been terminated and (ii) approvals required under foreign Antitrust Laws with respect to the Transactions have been
obtained, all of which are listed on Section 8.3(b) of the Buyer Disclosure Letter.

(c) Divestiture. The Divestiture shall have been completed on or before the Closing Date.

8.4 Frustration of Closing Conditions. Neither the Buying Parties nor Seller may rely on the failure of any condition set forth in Section 8.1, Section 8.2 or
Section 8.3, as the case may be, to be satisfied if such failure was caused by such Party’s failure to consummate the Transactions, as required by and subject to
Section 7.2.

ARTICLE IX

CLOSING

9.1 Closing Date. Unless this Agreement shall have been terminated pursuant to Article XI hereof, the closing of the Transactions (the “Closing”) shall
take place at the offices of McDermott Will & Emery LLP, 227 West Monroe Street, Chicago, Illinois, at 10:00 A.M., Chicago time, three (3) Business Days after
all of the conditions to the Closing set forth in Article VIII hereof have been satisfied or waived, or such other date, time and place as shall be agreed upon by
Seller and Buyer (the actual date and time being herein called the “Closing Date”).
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9.2 The Buying Parties’ Deliveries to Seller. At the Closing, the Buying Parties shall deliver, or caused to be delivered, to Seller the following, in form and
substance reasonably acceptable to Seller:

(a) a copy of the certificate of incorporation and bylaws, partnership agreement or analogous organizational document of each Buying Party, as
amended, certified by the corporate secretary or assistant secretary of such Buying Party;

(b) a copy of the resolutions duly adopted by the Board of Directors of each Buying Party evidencing its authorization of the execution and delivery
of this Agreement and the consummation of the Transactions, certified by the corporate secretary or assistant secretary of such Buying Party;

(c) the Closing Payment in immediately available U.S. federal funds;

(d) the Escrow Agreement duly executed by the Buying Parties; and

(e) a certificate of an officer of each Buying Party (i) certifying the names and signatures of the officers of such Buying Party authorized to sign this
Agreement and the other agreements relating hereto and (ii) certifying those matters set forth in Section 8.2 above.

9.3 The Buying Parties’ Delivery to Escrow Agent. At the Closing, the Buying Parties shall deliver or cause to be delivered, to Escrow Agent, the Escrow
Amount in immediately available U.S. federal funds.

9.4 Seller’s Deliveries. At the Closing, Seller shall deliver, or cause to be delivered, to the Buying Parties the following, in form and substance reasonably
acceptable to the Buying Parties:

(a) a copy of the certificate of incorporation and bylaws, partnership agreement, operating agreement or analogous organizational document of
Seller, the Company and each of the SCT Subsidiaries certified by the corporate secretary of such entity;

(b) certificates evidencing the Shares properly endorsed or with stock powers executed in blank or otherwise in form suitable for transfer;

(c) certificates evidencing the Durox Shares properly endorsed or with stock powers executed in blank or otherwise in form suitable for transfer;

(d) certificates of good standing dated not more than thirty (30) days prior to the Closing Date with respect each of Seller, the Company and the SCT
Subsidiaries (other than Standard Car Truck of Canada, Inc. and SCT Europe Ltd.) from the Secretary of State (or other appropriate governmental official) of the
state, province or country of its formation if such certificates or analogous documents are issued by the appropriate Governmental Authority;

(e) a certificate of an officer of the Company (i) certifying the names and signatures of the officers of the Company authorized to sign this
Agreement and any other agreements relating hereto and (ii) certifying those matters set forth in Section 8.1 above;
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(f) a certificate of an officer of Seller (i) certifying the names and signatures of the officers of Seller authorized to sign this Agreement and any other
agreements relating hereto and (ii) certifying those matters set forth in Section 8.1 above;

(g) a copy of the resolutions duly adopted by the Board of Directors of the Company and Seller evidencing its authorization of the execution and
delivery of this Agreement and the consummation of the Transactions, certified by the corporate secretary of the Company and Seller, respectively;

(h) noncompetition agreements in substantially the form attached hereto as Attachment II, from each of H.S. Russell, Patricia Russell and Diana
Terlato;

(i) non-competition agreements in substantially the form attached hereto as Attachment III duly executed by each of Rick Mathes, Dan Schroeder,
Mark Pace, Mickey Korzeniowski and David Watson;

(j) non-competition agreements in substantially the form attached hereto as Attachment IV duly executed by each of David East, Donald Popernick,
Wilson Pak, Phillip Lindsell, Andrew Haas and Paul Bumby;

(k) the Escrow Agreement duly executed by Seller;

(l) written resignations of the officers and directors of the Company and the SCT Subsidiaries;

(m) payoff letters and release and termination of all Liens associated with all debt for borrowed money owed to any bank or other financial
institution by the Company and the SCT Subsidiaries, each in a form reasonably satisfactory to Buyer; and

(n) evidence reasonably satisfactory to Buyer that Seller and/or the S Corporation Parent has withheld and/or reported any Taxes required to be
withheld and/or reported in connection with the Management Incentive Payment.

ARTICLE X

INDEMNIFICATION

10.1 Agreement to Indemnify.

(a) Subject to the limitations provided in this Article X and in Sections 7.6 and 10.11, Seller shall indemnify and hold harmless the Buying Parties
and their respective Affiliates, the Company and any SCT Subsidiary (collectively, the “Buyer Indemnitees”) to the extent set forth in this Article X in respect of
any Losses incurred by Buyer Indemnitees as a result of any (i) inaccuracy or misrepresentation in any representation or warranty of the Company or Seller made
herein, (ii) breach of or failure to perform any covenant, agreement or obligation of the Company or Seller in this Agreement or any agreement, document or
certificate delivered hereunder, (iii) Asbestos Claims (but only with respect to Asbestos Losses), (iv) Designated Claim I (but only with respect to Designated
Losses), (v) Designated Claim II (but only with respect to Designated Losses) or (vi) Designated Environmental Conditions (but only with respect to Designated
Environmental Losses).
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(b) Notwithstanding the foregoing paragraph (a):

(i) Seller shall not be liable under Section 10.1(a): (A) for any Losses (other than any Designated Losses with respect to Designated Claim I)
in respect of any claim (or group of directly related claims) subject to Section 10.1(a) having an aggregate value of not more than $5,000 (“Qualified Claims”),
and (B) until all Losses in respect of all Qualified Claims exceed $1,500,000 in the aggregate (the “Minimum Amount”), and thereafter Seller shall be liable,
subject to the other limitations provided for elsewhere in this Agreement, for Qualified Claims to the extent in excess of the Minimum Amount. Notwithstanding
the foregoing, any Designated Losses with respect to Designated Claim I and any Asbestos Losses with respect to the Asbestos Claims described on Exhibit I
shall not be subject to the Minimum Amount.

(ii) Other than with respect to (a) fraud by Seller, (b) Section 7.8(d), and (c) Section 11.2, the aggregate liability of Seller and its Affiliates
for all Losses under this Agreement and any agreement, document or certificate delivered herewith and the Transactions shall not exceed the amount held in the
Escrow Fund (the “Maximum Amount”) and the rights of Buyer Indemnitees to assert claims against the Escrow Fund under this Article X shall be the sole and
exclusive remedy of Buyer Indemnitees for any breach of this Agreement, the Asbestos Claims, Designated Claims, Designated Environmental Conditions or the
Transactions contemplated hereby.

(iii) Buyer shall not be entitled to indemnification for any Losses under Section 10.1(a)(i) in the event that Seller can prove by a
preponderance of the evidence that Mark Cox, David M. Seitz or Pat Dugan (i) had actual knowledge prior to the Closing of facts which clearly and obviously
constitute a breach by the Company or Seller of a representation or warranty made in this Agreement, (ii) had an actual understanding prior to the Closing that
such facts constitute a breach of a representation or warranty by the Company or Seller under this Agreement, and (iii) fails to disclose such knowledge to the
Company and Seller prior to the Closing.

(iv) IN NO EVENT SHALL SELLER OR ITS AFFILIATES HAVE ANY LIABILITY OR OBLIGATION TO INDEMNIFY ANY BUYER
INDEMNITEE FOR CONSEQUENTIAL DAMAGES, SPECIAL DAMAGES, SPECULATIVE DAMAGES, INCIDENTAL DAMAGES, INDIRECT
DAMAGES, PUNITIVE DAMAGES, DIMINUTION IN VALUE, LOST PROFITS OR SIMILAR ITEMS; PROVIDED, HOWEVER, THAT INCIDENTAL
DAMAGES, INDIRECT DAMAGES, PUNITIVE DAMAGES, DIMINUTION IN VALUE, LOST PROFITS OR SIMILAR ITEMS PAID TO AN
UNAFFILIATED THIRD PARTY OF ANY PARTY HERETO WILL BE DEEMED TO BE DIRECT LOSSES UNDER THIS AGREEMENT AND NOT
INCLUDED IN THIS EXCEPTION; and

(v) Seller shall have no liability to indemnify any Buyer Indemnitee for any Losses (A) related to any liability that is reflected or reserved for
(i) in the calculation of Working Capital or (ii) on the Financial Statements or the Final Closing Balance Sheet, (B) as
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set forth in Section 10.1(b)(iii), (C), except with respect to actions taken by Buying Parties pursuant to this Agreement, to the extent arising as a result of any
action taken or omitted to be taken by any Buying Party or their respective Affiliates (including failure to comply with the Asbestos Protocol or the Designated
Environmental Conditions Protocol), or (D) to the extent arising from a change in Law that becomes effective after the Closing Date.

(c) Buying Parties jointly and severally shall indemnify and hold harmless Seller and its Affiliates (collectively the “Seller Indemnitees” and,
together with Buyer Indemnitees, the “Indemnitees”) to the extent set forth in this Article X in respect of any and all Losses incurred by any Seller Indemnitee:
(i) as a result of any inaccuracy or misrepresentation in any representation or warranty of a Buying Party made herein or any breach of or failure to perform any
covenant, agreement or obligation of any Buying Party in this Agreement or any agreement, document or certificate delivered hereunder; or (ii) except as
specifically permitted in Article X, as a result of liabilities of the Company and its Subsidiaries, including liabilities arising from matters, facts and circumstances
set forth in the Disclosure Letter to Article IV hereof. IN NO EVENT SHALL THE BUYER OR ITS AFFILIATES HAVE ANY LIABILITY OR OBLIGATION
TO INDEMNIFY ANY SELLER INDEMNITEE FOR CONSEQUENTIAL DAMAGES, SPECIAL DAMAGES, SPECULATIVE DAMAGES, INCIDENTAL
DAMAGES, INDIRECT DAMAGES, PUNITIVE DAMAGES, DIMINUTION IN VALUE, LOST PROFITS OR SIMILAR ITEMS; PROVIDED, HOWEVER,
THAT INCIDENTAL DAMAGES, INDIRECT DAMAGES, PUNITIVE DAMAGES, DIMINUTION IN VALUE, LOST PROFITS OR SIMILAR ITEMS
PAID TO AN UNAFFILIATED THIRD PARTY OF ANY PARTY HERETO WILL BE DEEMED TO BE DIRECT LOSSES UNDER THIS AGREEMENT
AND NOT INCLUDED IN THIS EXCEPTION.

10.2 Survival of Representations and Warranties. All representations and warranties shall survive the Closing and expire on the eighteen (18) month
anniversary of the Closing Date; provided, however, that (i) the representations and warranties contained in Sections 4.1 (Corporate Existence), 4.2 (Corporate
Authority), 4.4 (Capitalization), 5.1 (Corporate Existence) and 5.2 (Corporate Authority and Ownership) shall survive until the ten (10) year anniversary of the
Closing Date, (ii) the representation and warranties contained in Sections 4.13 (Tax Matters), 4.15 (Employee Benefit Plans) and 4.18 (Environmental Matters)
shall survive until the five (5) year anniversary of the Closing Date and (iii) claims of fraud by Seller with respect to its representations and warranties shall
survive for the applicable statute of limitations. The covenants, agreements or obligations of the Parties hereto shall survive the Closing and expire on the first
anniversary of the Closing Date, unless a different term is expressly specified. All claims for indemnification of Designated Environmental Losses shall survive
the Closing and expire on the five (5) year anniversary of the Closing Date. All claims for indemnification of Asbestos Losses shall survive the Closing and
expire on the ten (10) year anniversary of the Closing Date. All claims for indemnification of Designated Losses shall survive the Closing and shall expire at such
time that the applicable U.S. Proceedings referred to in the definition of Designated Claims shall have ended conclusively and no right to appeal shall exist with
respect to such U.S. Proceeding or the Complaint. Any cause of action for any inaccuracy, misrepresentation, failure or breach of a representation or warranty,
covenant, agreement or obligation (including any indemnification obligation for any Asbestos Loss, Designated Environmental Loss or Designated Loss)
contained herein shall expire and terminate unless the Party claiming that such inaccuracy, misrepresentation, failure, breach or obligation occurred
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delivers to the other Party written notice and a reasonably detailed explanation of the alleged inaccuracy, misrepresentation, failure, breach or obligation on or
before 5:00 P.M., Chicago time, on the date on which such representation or warranty, covenant, agreement or obligation expires pursuant to this Section 10.2.

10.3 Notice of Claims for Indemnification. If any Indemnitee shall believe that such Indemnitee is entitled to indemnification pursuant to Section 10.1 in
respect of any Losses, such Indemnitee shall give the appropriate indemnifying Party (the “Indemnifying Party”) written notice within thirty (30) days of its
becoming aware thereof (but prior to the expiration of the survival period specified in Section 10.2 for the relevant representation, warranty, covenant, agreement,
or obligation), which notice shall specify in reasonably sufficient detail the facts alleged to give rise to a claim for indemnification and the amount the Indemnitee
seeks hereunder from the Indemnifying Party, together with such information as may be necessary for the Indemnifying Party to determine whether the limitations
in Section 10.1(b)(i), have been satisfied; provided, however, the failure to give such notice shall not release the Indemnifying Party from its obligations under
this Article X except to the extent the Indemnifying Party has been prejudiced by the failure. If the Indemnifying Party contests the assertion of a claim, the
Parties covenant and agree to use their commercially reasonable efforts to resolve their dispute with respect to such claim.

10.4 Defense of Claims. Subject to the last sentence of this Section 10.4, in connection with any claim for which indemnification has been sought under
this Article X resulting from or arising out of any claim or Proceeding against an Indemnitee by a Person that is not a Party hereto (a “Third Party Claim”), the
Indemnifying Party may assume the defense of any such Third Party Claim (unless such Indemnitee elects not to seek indemnity hereunder for such Third Party
Claim), upon written notice to the relevant Indemnitee. If the Indemnifying Parties shall have assumed the defense of any Third Party Claim in accordance with
this Section 10.4, the Indemnifying Parties shall be authorized to settle, or consent to the entry of any judgment arising from, any such Third Party Claim, without
the prior written consent of such Indemnitee; provided, however, that the Indemnifying Parties shall pay or cause to be paid all amounts arising out of such
settlement or judgment concurrently with the effectiveness thereof (less any unapplied portion of the Minimum Amount and up to the Maximum Amount);
provided, further, that the Indemnifying Parties shall not be authorized to encumber any of the assets of any Indemnitee or to agree to any restriction that would
apply to any Indemnitee or to its conduct of business; and provided, further, that a condition to any such settlement shall be a complete release of such Indemnitee
and its Affiliates, officers, employees, consultants and agents with respect to such Third Party Claim. Each Indemnitee shall be entitled to participate in (but not
control) the defense of any such Third Party Claim, with its own counsel and at its own expense. Each Indemnitee shall, and shall cause each of its Affiliates,
officers, employees, consultants and agents to, cooperate fully with the Indemnifying Parties in the defense of any Third Party Claim being defended by the
Indemnifying Parties pursuant to this Section 10.4. The assumption of any defense hereunder by an Indemnifying Party shall not be deemed an admission of
responsibility for the Third Party Claim. If the Indemnifying Parties do not assume the defense of any Third Party Claim in accordance with the terms of this
Section 10.4, the Indemnitee must defend against such Third Party Claim. The Indemnitee shall not pay, or permit to be paid, any part of a settlement or a
judgment arising from a Third Party Claim unless the Indemnifying Parties consent in writing to such payment or unless a final judgment from which no appeal
may
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be taken by or on behalf of the Indemnifying Party is entered against the Indemnitee for such Third Party Claim; provided, however, (a) that the Indemnifying
Party shall respond no later than the earlier of (i) ten (10) Business Days or (ii) the response deadline required by the terms of such settlement offer (provided the
Indemnifying Party is given reasonable advance notice of the deadline) with respect to its consent to such settlement or judgment and (b) if Seller is the
Indemnifying Party such consent (or withholding of consent) shall be given by the Seller Representative. If the Indemnitee assumes the defense of any Third
Party Claim in accordance with this Section 10.4 and proposes to settle such Third Party Claim prior to a final judgment thereon or to forego any appeal with
respect thereto, then the Indemnitee shall give the Indemnifying Party prompt written notice thereof and the Indemnifying Party shall have the right to participate
in the settlement negotiations or assume or reassume the defense of such Third Party Claim. Any Asbestos Claims described on Exhibit I shall be handled in
accordance with the procedures described in Exhibit I.

10.5 Settlement or Compromise. Any settlement or compromise made or caused to be made by the Indemnitee (unless the Indemnifying Party has the
exclusive right to settle or compromise under Section 10.4) or the Indemnifying Party, as the case may be, of any such claim, suit, action or proceeding of the kind
referred to in Section 10.4 shall also be binding upon the Indemnifying Party or the Indemnitee, as the case may be, in the same manner as if a final judgment or
decree had been entered by a court of competent jurisdiction in the amount of such settlement or compromise; provided, that (i) no obligation, restriction or Loss
shall be imposed on the Indemnitee as a result of such settlement or compromise without its prior written consent, which consent shall not be unreasonably
withheld, and (ii) the Indemnitee will not compromise or settle any claim, suit, action or proceeding without the prior written consent of the Indemnifying Party,
which consent shall not be unreasonably withheld; provided, however, (a) that the Indemnifying Party shall respond no later than the earlier of (i) ten
(10) Business Days or (ii) the response deadline required by the terms of such settlement offer (provided the Indemnifying Party is given reasonable advance
notice of the deadline) with respect to its consent to such settlement or judgment and (b) if Seller is the Indemnifying Party, such consent (or withholding of
consent) shall be given by the Seller Representative. Any Asbestos Claims described on Exhibit I shall be handled in accordance with the procedures described in
Exhibit I.

10.6 Subrogation and Mitigation. To the extent that any Indemnifying Party discharges any claim for indemnification hereunder, such Indemnifying Party
shall be subrogated to all rights of any Indemnitee against third parties, including all rights relating to claims under any insurance, contracts, common law or
otherwise. Such Indemnitee (and its Affiliates) and Indemnifying Party will execute upon request all instruments reasonably necessary to evidence or further
protect such subrogation rights. The Indemnitee shall take, and shall cause their respective Affiliates to take, all reasonable steps to mitigate and otherwise
minimize their Losses to the maximum extent reasonably possible upon and after becoming aware of any event which would reasonably be expected to give rise
to any Losses.

10.7 Environmental Actions.

(a) With respect to the Designated Environmental Conditions, Buying Parties shall not, directly or indirectly, initiate any communication with any
Governmental Authority authorized to enforce any Environmental Laws or any other Person unless (i) Buying Parties are
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required to do so under applicable Environmental Law and such communication is limited to those issues addressed in the applicable Environmental Laws or
(ii) approved by Seller (in Seller’s reasonable discretion) after Seller has received reasonable prior notice of Buying Parties’ intended communications. Buying
Parties shall provide Seller with reasonable prior notice of actions or communications to or from any Governmental Authority or other Person that are reasonably
likely to result in any Designated Environmental Losses, and shall provide full access to information at Buyer’s disposal regarding such claims. Nothing in this
Agreement will be construed as an admission by any Party of any Losses under the Environmental Laws. None of the Buying Parties or their respective Affiliates,
nor any of their consultants, contractors, agents or representatives shall perform or undertake after the Closing Date any investigation or sampling of any
Hazardous Substance or contaminants in, on, at, upon or under any surface soil, subsurface soil, surface water, groundwater, building material or any other media
of any form or type in, at, upon, under or from the Real Property (collectively “Media”), except to the extent that Buyer, in its sole discretion, concludes that an
investigation and/or sampling of any Media is (a) reasonably required in connection with a future sale of the Real Property by Buyer to a bona fide third party
purchaser; (b) reasonably required in connection with a bona fide third party financing transaction in which Buyer or any of its Affiliates is the borrowing entity;
(c) warranted by any future construction or development on the Real Property by Buyer (and then only to the extent related to the area of construction or
development); (d) required by Law; or (e) reasonably required in connection with a response to a bona fide Third Party Claim asserting liability for the Release of
Hazardous Substances in, at, upon, under or from the Real Property.

(b) To the extent that any environmental, health and safety compliance equipment costs and corrective action activity costs related to the Designated
Environmental Conditions are incurred (“Environmental Work”):

(i) The Environmental Work shall be performed in a manner employing the most cost effective reasonable means available that are
acceptable to the applicable Governmental Authority, including, for example, the development of site specific clean-up standards, risk assessment, utilization of
performance standards (e.g., capping) and/or institutional controls. Except as may be required by applicable Law, all Environmental Work shall take into account
and be based on the industrial use of the affected Real Property.

(ii) The Environmental Work shall include only the equipment and activities that are legally required to bring the Company and affected Real
Property into compliance with Environmental Laws for the Business as it was conducted as of the Closing Date.

(iii) Management of the Buyer shall control and direct such environmental consultants and contractors in the performance of the
Environmental Work.

(c) If either Seller or Buyer disagrees as to whether any particular cost or activity is included within the scope of the Environmental Work, as to
whether any particular non-compliance issue or release of Hazardous Substances existed pre-Closing, or as to whether any cost or activity is required by
Designated Environmental Conditions or satisfies the conditions of subparts (i) or (ii) above, then either Party can elect to have the issue decided by an
independent third party expert mutually agreed to by the Parties. If the Parties cannot mutually agree on the selection and retention of a third party environmental
expert, then either Party can elect to have the issue decided in accordance with subparagraph (e) below.
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(d) The Escrow Fund shall be the sole source for the satisfaction of all Designated Environmental Losses. Buyer Indemnitee’s sole recourse against
Seller related to environmental matters and environmental claims or liabilities, including all Designated Environmental Losses arising from or relating in any way
to any Designated Environmental Conditions, shall be the Escrow Fund and Seller shall have no obligation to Buyer for any environmental matters and
environmental claims or liabilities, including all Designated Environmental Losses arising from or relating in any way to any Designated Environmental
Conditions, beyond the Escrow Fund.

(e) In the event of a disagreement between the Parties on who the expert should be, the Parties will select a nationally recognized third party expert
with no material relationship with any Party by lot. The decision of the third party expert shall be final and binding upon the Parties. The fees and expenses of
such third party expert retained pursuant to this Section 10.7 as a result of any dispute related to the Environmental Work shall be equitably allocated by such
third party expert based on the accuracy of the Parties’ positions relative to the final determination by such third party expert.

10.8 Indemnification Calculations. The amount of any Losses for which indemnification is provided under this Article X shall be computed net of any
insurance proceeds or other recoveries actually received by any Indemnitee in connection with such Losses and net of any Tax benefits arising by reason of any
such Loss. Each Indemnitee shall exercise commercially reasonable efforts to obtain such proceeds, benefits and recoveries. If any such proceeds, benefits or
recoveries are received by an Indemnitee (or any of its Affiliates) with respect to any Losses after an Indemnifying Party has made a payment to the Indemnitee
with respect thereto, the Indemnitee (or such Affiliate) shall promptly pay to the Indemnifying Party the amount of such proceeds, benefits or recoveries (up to the
amount of the Indemnifying Party’s payment).

10.9 Tax Treatment. The Parties agree that any indemnification payments made pursuant to this Agreement shall be treated for Tax purposes, as between
Buyer and Seller, as an adjustment to the Purchase Price, unless otherwise required by applicable Law or Governmental Authority interpretations thereof.

10.10 Escrow Amount.

(a) On the Closing Date, Seller, Buyer and Escrow Agent shall enter into an Escrow Agreement providing for the formation of an escrow fund. In
order to secure Seller’s indemnity obligations to Buyer under this Agreement, the Escrow Amount shall be deposited by wire transfer into an account designated
by Escrow Agent in accordance with Section 2.3 to be held in escrow pursuant to the terms of the Escrow Agreement (the amount held in escrow as reduced from
time to time pursuant to this Section 10.10 and this Article X, is hereinafter referred to as the “Escrow Fund”).
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(b) Pursuant to the Escrow Agreement and subject to Section 10.11, the Escrow Amount shall be released from the Escrow Fund as follows:

(i) On the eighteen (18) month anniversary of the Closing Date (the “First Distribution Date”), Escrow Agent shall distribute to Seller an
amount from the Escrow Fund equal to Fifteen Million Dollars ($15,000,000) less the sum of (x) any portion of the Escrow Fund previously distributed to Buyer
on or prior to the First Distribution Date, (y) any amounts to satisfy a claim for indemnification made by Buyer under Section 10.1(a)(i), (ii), (iv) or (v) prior to
the First Distribution Date but which remains pending as of the First Distribution Date (to the extent such amount is reasonably estimable) and (z) any pending
Asbestos Claims described on Exhibit I (to the extent such amount is reasonably estimable). If on the First Distribution Date, there are Asbestos Claims (other
than any Asbestos Claims described on Exhibit I) that all of the Company’s insurers are unwilling or unable to fully insure or indemnify (as opposed to providing
coverage with a reservation of rights) after proper notice of such claim has been made to the insurers, then in that event only $7,500,000 as adjusted pursuant to
subsections (x), (y) and (z) shall be distributed from the Escrow Fund by Escrow Agent to Seller on the First Distribution Date; provided, however, that in the
event Seller is able to obtain a final, non-appealable judgment against the Company’s insurers awarding Seller 100% of the damages associated with such
Asbestos Claims and the Buyer Indemnitees have reasonable assurance that the Company’s insurers (either jointly or severally) are liable for coverage of such
Asbestos Claims and are financially able to honor any liability with respect to such Asbestos Claims, then, upon Seller providing Buyer with satisfactory evidence
establishing the foregoing, the Escrow Agent shall distribute to Seller an additional amount from the Escrow Fund equal to Seven Million Five Hundred
Thousand Dollars ($7,500,000).

(ii) On the fifth (5th) anniversary of the Closing Date (the “Second Distribution Date”), Escrow Agent shall distribute to Seller an amount
from the Escrow Funds equal to (i) Five Million Dollars ($5,000,000) or (ii) if less than Five Million Dollars ($5,000,000) is then remaining in the Escrow Fund,
all remaining amounts from the Escrow Fund, if on the Second Distribution Date Asbestos Losses paid as of the Second Distribution Date are equal to or less than
One Million Dollars ($1,000,000) less (x) any amounts to satisfy a claim for indemnification made by Buyer under Section 10.1(a)(i), (ii), (iv) or (v) prior to the
Second Distribution Date but which remains pending as of the Second Distribution Date (to the extent such amount is reasonably estimable) and (y) any pending
Asbestos Claims described on Exhibit I (to the extent such amount is reasonably estimable). If on the Second Distribution Date, (i) Asbestos Losses (other than
any Asbestos Claims described on Exhibit I) paid as of the Second Distribution Date are greater than One Million Dollars ($1,000,000) or (ii) there are Asbestos
Claims that all of the Company’s insurers are unwilling or unable to fully insure or indemnify (as opposed to providing coverage with a reservation of rights) after
proper notice of such claim has been made to the insurers, then no distributions from the Escrow Fund shall be made by Escrow Agent to Seller on the Second
Distribution Date; provided, however, that in the event Seller is able to obtain a final, non-appealable judgment against the Company’s insurers awarding Seller
100% of the damages associated with such Asbestos Claims and the Buyer Indemnitees have reasonable assurance that the Company’s insurers (either jointly or
severally) are liable for coverage of such Asbestos Claims and are financially able to honor any liability with respect to such Asbestos Claims, then, upon Seller
providing Buyer with satisfactory evidence establishing the foregoing, the Escrow Agent shall distribute to Seller that portion of the Escrow Fund retained with
respect to the Asbestos Claims.
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(iii) On the tenth (10th) anniversary of the Closing Date (the “Final Distribution Date”), Escrow Agent shall distribute to Seller all
remaining amounts from the Escrow Fund less any amounts reasonably necessary to satisfy a claim for indemnification made by Buyer under Section 10.1(a)(i)
prior to the Final Distribution Date, but which remain pending as of the Final Distribution Date.

(c) In the event of a disagreement between the Parties on the reasonable estimate of any amounts to satisfy a claim for indemnification made by
Buyer under Section 10.1(a)(i), (ii), (iv) or (v), or with respect to the Asbestos Claims described in Exhibit I, prior to the First Distribution Date or the Second
Distribution Date but which remains pending as of the First Distribution Date or the Second Distribution Date, as the case may be, the Parties will select a third
party expert with no material relationship with any Party by lot to determine the reasonable estimated amount of such pending claim within thirty (30) days
following the Parties’ submission of the claim to such expert. The decision of the third party expert shall be final and binding upon the Parties and the estimated
amount determined by the third party expert shall remain in the Escrow Fund pending resolution of the indemnification claim in accordance with Article X. The
fees and expenses of such third party expert retained pursuant to this Section 10.10(c) shall be equitably allocated by such third party expert based on the
accuracy of the Parties’ positions relative to the final determination of the estimated amount by such third party expert.

10.11 Asbestos Losses, Designated Losses and Designated Environmental Losses.

(a) Notwithstanding anything in this Article X to the contrary and subject to Section 10.1, Buyer Indemnitees shall only be entitled to
indemnification for Asbestos Claims to the extent any of the Company, any SCT Subsidiary or Buying Parties have actually paid Asbestos Losses to unaffiliated
third parties prior to the First Distribution Date, the Second Distribution Date or the Final Distribution Date, as applicable. More specifically, and for the
avoidance of doubt, to the extent there are any pending Asbestos Claims as of the First Distribution Date, the Second Distribution Date or the Final Distribution
Date pursuant to which the Company, any SCT Subsidiary or Buying Parties have not paid any Asbestos Losses prior to the First Distribution Date, the Second
Distribution Date or the Final Distribution Date, as applicable, Buyer Indemnitees shall not be entitled to retain any portion of the Escrow Fund with respect to
such Asbestos Claims. The Buying Parties shall, and shall cause the Company and the SCT Subsidiaries to, comply with the Asbestos Protocol and with the
protocol described on Exhibit I as of and from the Closing Date.

(b) Notwithstanding anything in Article X to the contrary and subject to Section 10.1, Buyer Indemnitees shall only be entitled to indemnification for
Designated Environmental Conditions to the extent any of the Company, any SCT Subsidiary or Buying Parties have actually paid Designated Environmental
Losses to unaffiliated third parties prior to the Second Distribution Date. In addition, and for the avoidance of doubt, to the extent there are any pending Third
Party Claims with respect to Designated Environmental Conditions as of the First Distribution Date or Second Distribution Date, the Buyer Indemnitees shall be
entitled to
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retain that portion of the Escrow Fund with respect to such pending Third Party Claims relating to the Designated Environmental Conditions equal to a reasonable
estimate of the costs related to remediation based on a report or recommendation prepared by a nationally recognized third party expert selected in accordance
with Section 10.7(e). The Buying Parties shall, and shall cause the Company and the SCT Subsidiaries, to comply with the Designated Environmental Conditions
Protocol as of and from the Closing Date.

10.12 Exclusive Remedy. Except as set forth in Section 13.9 or as specifically provided in this Agreement and except for fraud, the indemnification
provisions in Section 7.8 and in Article X of this Agreement shall provide the sole and exclusive remedy of the Buying Parties with respect to any and all Losses
of any kind or nature whatever incurred because of or resulting from or arising out of this Agreement, any agreement, document or certificate delivered herewith
or therewith, the Transactions, the Business, the Company and the SCT Subsidiaries and any of their assets and liabilities.

ARTICLE XI

TERMINATION

11.1 Termination Events. Without prejudice to other remedies which may be available to the Parties by Law or this Agreement, this Agreement may be
terminated and the Transactions may be abandoned prior to Closing:

(a) by mutual written consent of the Parties hereto;

(b) by Buyer or Seller, by written notice to the other if:

(i) the Closing shall not have been consummated on or before the Termination Date, unless extended by written agreement of the Parties
hereto; provided, however, that the right to terminate this Agreement under this Section 11.1(b) shall not be available to any Party whose failure to perform or
comply with any of its obligations under this Agreement shall have been the cause of, or shall have resulted in, the failure of the Closing to occur by such date; or

(ii) any Governmental Authority shall have enacted, promulgated, issued, entered or enforced (A) any Law prohibiting the Transactions or
making them illegal, or (B) any injunction, judgment, order or ruling or taking any other action, in each case, permanently enjoining, restraining or prohibiting the
Transactions, which shall have become final and nonappealable.

(c) by Buyer:

(i) if the condition set forth in Sections 8.1 shall not have been satisfied on or prior to the Termination Date; or
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(ii) if all of the conditions set forth in Article VIII shall have been satisfied and Seller shall not have made all of the deliveries required by
Section 9.4 on or before ten (10) days following the date designated for Closing pursuant to Section 9.1; or

(d) by Seller:

(i) if the condition set forth in Section 8.2 shall not have been satisfied on or prior to the Termination Date; or

(ii) if all of the conditions set forth in Article VIII shall have been satisfied and (i) the Buying Parties shall not have made all of the
deliveries required by Section 9.2 or Section 9.3 on or before ten (10) days following the date designated for Closing pursuant to Section 9.1.

11.2 Effect of Termination. In the event of any termination of the Agreement as provided in Section 11.1 above, then all further obligations of the Parties
under this Agreement shall terminate without further liability on the part of any Party to the others, other than (a) with respect to the obligations of the Buying
Parties and Seller under the Confidentiality Letter and Sections 7.3, 11.2, 12.1, 12.2, and 13.3 of this Agreement, (b) liability for any intentional or fraudulent
misrepresentation, breach or default in connection with any warranty, representation, covenant or obligation given, occurring or arising pursuant to this
Agreement, including failing to consummate the transactions contemplated hereby and (c) specific performance as contemplated in Section 13.9. Nothing herein
nor any termination hereof shall limit the right of the non-breaching Party to seek specific performance and all other remedies available at Law or equity. A
Party’s right to terminate this Agreement is in addition to, and not in lieu of, any other legal or equitable rights or remedies which such Party may have.

ARTICLE XII

GUARANTEE

12.1 Buyer Guarantee. In the event that Buyer designates a Designated Buyer, Buyer hereby unconditionally and absolutely guarantees to Seller the prompt
and full payment and performance of all covenants, agreements and other obligations of Buyer hereunder, including Buyer’s indemnification obligations pursuant
to Article X. The foregoing guarantee shall be direct, absolute, irrevocable and unconditional and shall not be impaired irrespective of any modification, release,
supplement, extension or other change in the terms of all or any of the obligations of Buyer hereunder, including payment of the Purchase Price or for any other
reason whatsoever. Buyer hereby waives any requirement of promptness, diligence or notice with respect to the foregoing guaranty and any requirement that
Seller exhaust any right or take any action against Buyer in respect of any of their obligations hereunder. The Parties hereto agree that any third party
beneficiaries to this Agreement shall be a third party beneficiary of, shall be entitled to rely on and shall be entitled to enforce the provisions of this Section 12.1.
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12.2 Joint and Several Obligations. All obligations of the Buying Parties and each of them under this Agreement and in connection with the Transactions
shall be joint and several, regardless of whether specifically stated in each instance.

ARTICLE XIII

MISCELLANEOUS AGREEMENTS OF THE PARTIES

13.1 Notices. All notices and other communications provided for hereunder shall be in writing and deemed given if (i) delivered personally, (ii) sent by
facsimile, with conforming copy sent as set forth in clause (iii), or (iii) sent by Federal Express, DHL, UPS or overnight courier (providing proof of delivery) to
the Parties, in each case at the following addresses:
 

If to any Buying Party:

Westinghouse Air Brake Technologies Corporation
1001 Air Brake Avenue
Wilmerding, PA 15148
Attention: Legal Department
Fax: 412-825-1305

with a copy to:

Reed Smith LLP
435 Sixth Avenue
Pittsburgh, PA 15219
Attention: David L. DeNinno
Fax: 412-288-3063

If to Seller prior to Closing:

Robclif, Inc.
865 Busse Highway
Park Ridge, IL 60068
Attention: Richard A. Mathes
Fax: 847-692-7404

with a copy to:

McDermott Will & Emery LLP
227 West Monroe Street
Chicago, IL 60606
Attention:

 

Michael R. Fayhee, P.C.
John P. Tamisiea

Fax.: 312-984-7700
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If to Seller or Seller Representative following Closing:

Robclif, Inc.
74 Pondsbury Road
Mount Pleasant, SC 29464
Attention: H.S. Russell
Fax: 843-216-3986

with a copy to:

McDermott Will & Emery LLP
227 West Monroe Street
Chicago, IL 60606
Attention:  Michael R. Fayhee, P.C.

 John P. Tamisiea
Fax.: 312-984-7700

Unless otherwise specified herein, such notices or other communications shall be deemed effective, (a) on the date received, if personally delivered or sent by
facsimile during normal business hours, or (b) if delivered by overnight courier, on the date delivered as established by return receipt or courier service
confirmation or the date on which the return receipt or courier service confirms that acceptance of delivery was returned by the addressee. Each of the Parties
hereto shall be entitled to specify a different address by giving notice as aforesaid to each of the other Parties hereto.

13.2 Transfer Taxes. Buyer and Seller shall each be responsible for the payment of fifty percent (50%) of any sales and transfer Taxes that may be payable
with respect to the consummation of the Transactions and, to the extent any exemptions from such Taxes are available, Buyer and Seller shall cooperate to
prepare any certificates or other documents necessary to claim such exemptions.

13.3 Expenses. Subject to Section 13.2, Seller, Seller on behalf of the Company and the Buying Parties shall each pay their respective expenses (such as
legal, investment banker and accounting fees) incurred in connection with the origination, negotiation, execution and performance of this Agreement, except that
the Buying Parties shall be responsible for the payment of all filing fees under the HSR Act and any other Antitrust Laws.

13.4 Non-Assignability. This Agreement shall inure to the benefit of and be binding on the Parties hereto and their respective successors and permitted
assigns. This Agreement shall not be assigned by operation of Law or otherwise by any Party hereto without the express prior written consent of the other Parties,
and any attempted assignment, without such consents, shall be null and void. Notwithstanding the foregoing and subject to Article XII, Buyer may assign its
rights under this Agreement to a Designated Buyer without the prior consent of Seller.

13.5 Amendment; Waiver. This Agreement may be amended, supplemented or otherwise modified only by a written instrument executed by the Parties
hereto. No waiver by any Party of any of the provisions hereof shall be effective unless explicitly set forth in writing
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and executed by the Party so waiving. The waiver by any Party hereto of any condition to this Agreement or breach of any provision of this Agreement shall not
operate or be construed as a waiver of any other condition of this Agreement or subsequent breach.

13.6 Third Parties. Except for the rights provided in Sections 7.5 and 7.7 and Article XII, this Agreement does not create any rights, claims or benefits
inuring to any Person that is not a Party hereto nor create or establish any third party beneficiary hereto.

13.7 Currency. All references to currency, monetary values and dollars set forth herein shall mean U.S. dollars and all payments hereunder shall be made in
U.S. dollars.

13.8 Governing Law; Submission to Jurisdiction; Waivers. This Agreement and each other document delivered pursuant to this Agreement shall be
determined under, governed by, and construed in accordance with, the internal laws of the State of Illinois without regard to principles of conflicts of laws. Each
of the Parties agrees that if any dispute is not resolved by the Parties, it shall be resolved only in the courts of the State of Illinois sitting in Cook County or the
United States District Court for the Northern District of Illinois and the appellate courts having jurisdiction of appeals in such courts (collectively, the “Proper
Courts”). In that context, and without limiting the generality of the foregoing, each of the Parties irrevocably and unconditionally (a) submits for itself and its
property in any action relating to this Agreement or any document delivered pursuant to this Agreement or for recognition and enforcement of any judgment in
respect thereof, to the exclusive jurisdiction of the courts, and agrees that all claims in respect of any such action shall be heard and determined in such Illinois
state court or, to the extent permitted by Law, in such federal court; (b) consents that any such action may and shall be brought in such Proper Court and waives
any objection that it may now or thereafter have to the venue or jurisdiction of any such action in any such Proper Court or that such action was brought in an
inconvenient court and agrees not to plead or claim the same; (c) waives all right to trial by jury in any action (whether based on contract, tort or otherwise)
arising out of or relating to this Agreement or any document delivered pursuant to this Agreement, or its performance under or the enforcement of this Agreement
or any document delivered pursuant to this Agreement; (d) agrees that service of process in any such action may be effected by mailing a copy of such process by
registered or certified mail (or any substantially similar form of mail), postage prepaid, to such Party at its address as provided in Section 13.1; and (e) agrees that
nothing in this Agreement or any document delivered pursuant to this Agreement shall affect the right to effect service of process in any other manner permitted
by the Laws of the State of Illinois.

13.9 Specific Performance. The Parties agree that irreparable damage would occur in the event that any of the provisions of this Agreement were not
performed in accordance with their specific terms or were otherwise breached. The Parties hereto agree and acknowledge that, in the event of a breach of any
provision of this Agreement, the aggrieved Party may be without an adequate remedy at law. The Parties therefore agree that in the event of a breach of any
provision of this Agreement the aggrieved party may elect to institute and prosecute proceedings exclusively in the Proper Court to obtain specific performance or
to enjoin the continuing breach of such provision, as well as to obtain damages for breach of this Agreement and to obtain reasonable attorneys’ fees, without
bond or other security being required. By seeking or obtaining any such relief, the aggrieved Party will not be precluded from seeking or obtaining any other
relief to which it may be entitled at Law or in equity.
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13.10 Entire Agreement. This Agreement, the Disclosure Letter hereto and Exhibits, Schedules and agreements referred to herein (including the
Confidentiality Letter) set forth the entire understanding of the Parties hereto as to matters not expressly excepted or excluded herefrom.

13.11 Interpretation and Rules of Construction. In this Agreement, except to the extent otherwise provided or that the context otherwise requires:

(a) when a reference is made in this Agreement to an Article, Section, Exhibit or Schedule, such reference is to an Article or Section of, or an Exhibit
or Schedule to, this Agreement unless otherwise indicated;

(b) the table of contents and headings for this Agreement are for reference purposes only, are for convenience only and not deemed to be a part of
this Agreement and do not affect in any way the meaning or interpretation of this Agreement;

(c) whenever the words “include,” “includes” or “including” are used in this Agreement, they are deemed to be followed by the words “without
limitation”;

(d) the words “hereof,” “herein” and “hereunder” and words of similar import, when used in this Agreement, refer to this Agreement as a whole and
not to any particular provision of this Agreement;

(e) all terms defined in this Agreement have the defined meanings when used in any certificate or other document made or delivered pursuant hereto,
unless otherwise defined therein;

(f) the definitions contained in this Agreement are applicable to the singular as well as the plural forms of such terms;

(g) reference to any agreement (including this Agreement), document, schedule, exhibit or instrument means such agreement, document, schedule,
exhibit or instrument as amended or modified and in effect from time to time in accordance with the terms thereof, and, if applicable, the terms hereof;

(h) references to a Person are also to its permitted successors and assigns;

(i) reference to a Person in a particular capacity excludes such Person in any other capacity or individually; and

(j) the use of “or” is not intended to be exclusive unless expressly indicated otherwise.

13.12 Severability. If any provision of this Agreement shall be declared by any court of competent jurisdiction to be illegal, void or unenforceable, all other
provisions of this Agreement
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shall not be affected and shall remain in full force and effect. Upon such determination that any term or other provision is invalid, illegal or incapable of being
enforced, the Parties hereto shall negotiate in good faith to modify this Agreement so as to effect the original intent of the Parties as closely as possible to the
fullest extent permitted by applicable Law in an acceptable manner to the end that the Transactions are fulfilled to the fullest extent possible. With respect to any
provision of this Agreement finally determined by a court of competent jurisdiction to be unenforceable, the Buying Parties and Seller hereby agree that such
court shall have jurisdiction to reform such provision so that it is enforceable to the maximum extent permitted by Law, and the Parties agree to abide by such
court’s determination. If any such provision of this Agreement cannot be reformed, such provision shall be deemed to be severed from this Agreement, but every
other provision of this Agreement shall remain in full force and effect.

13.13 Disclosure Letter. Any information disclosed pursuant to a particular section of the Disclosure Letter hereto shall be deemed to be disclosed with
respect to any other section of the Disclosure Letter to which it is reasonably apparent that the information is applicable to such section of the Disclosure Letter
and corresponding representation and warranty, notwithstanding the omission of a cross-reference thereto. Neither the specification of any dollar amount or any
item or matter in any provision of this Agreement or any agreement, document or instrument entered into or delivered in connection with the Transactions (the
“Ancillary Agreements”) nor the inclusion of any specific item or matter in the Disclosure Letter or any schedule to any Ancillary Agreement is intended to
imply that such amount, or higher or lower amounts, or the item or matter so specified or included, or other items or matters, are or are not material, shall not be
employed as a point of reference in determining any standard of materiality under this Agreement and no Party shall use the fact of the specification of any such
amount or the specification or inclusion of any such item or matter in any dispute or controversy between the Parties as to whether any item or matter is or is not
material for purposes of this Agreement or any Ancillary Agreement. Neither the specification of any item or matter in any provision of this Agreement or any
Ancillary Agreement nor the inclusion of any specific item or matter in the Disclosure Letter or any schedule to any Ancillary Agreement is intended to imply
that such item or matter, or other items or matters, are or are not in the ordinary course of business and no Party shall use the fact or the specification or the
inclusion of any such item or matter in any dispute or controversy between the Parties as to whether any item or matter is or is not in the ordinary course of
business for purposes of this Agreement or any Ancillary Agreement.

13.14 Language. Seller and the Buying Parties agree that the language used in this Agreement is the language chosen by the Parties to express their mutual
intent, and that no rule of strict construction is to be applied against Seller or the Buying Parties. Each of Seller and the Buying Parties and their respective
counsel have reviewed and negotiated the terms of this Agreement.

13.15 Counterparts. This Agreement may be executed in any number of counterparts, each of which shall be deemed to be an original and all of which
together shall be deemed to be one and the same instrument.

*    *    *
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IN WITNESS WHEREOF, the Parties have caused this Agreement to be duly executed as of the date first above written.
 

WESTINGHOUSE AIR BRAKE TECHNOLOGIES
CORPORATION

By:  /s/ Alvaro Garcia-Tunon
Name: Alvaro Garcia-Tunon
Title:

 

Senior Vice President, Chief Financial Officer and
Secretary

STANDARD CAR TRUCK COMPANY

By:  /s/ Richard A. Mathes
Name: Richard A. Mathes
Title:  President

ROBCLIF, INC.

By:  /s/ H.S. Russell
Name: H.S. Russell
Title:  Vice President



Exhibit/Schedule List for SCT Stock Purchase Agreement*

Exhibits

Exhibit A

Exhibit B

Exhibit C

Exhibit D

Exhibit E

Exhibit F

Exhibit G

Exhibit H

Exhibit I

Seller Disclosure Letter

Section 1.1 Permitted Liens

Section 4.3 Absence of Conflicts

Section 4.4 Capitalization

Sections 4.5 SCT Subsidiaries

Section 4.6 Governmental Approvals; Consents

Section 4.7 Financial Statements

Section 4.8 Absence of Changes

Section 4.9 Real Property

Section 4.10 Contracts

Section 4.11 Litigation

Section 4.12 Intellectual Property Rights

Section 4.13 Tax Matters

Section 4.14 Labor Matters



Section 4.15(a) Employee Benefit Plans

Section 4.17 Title to Assets

Section 4.18 Environmental Matters

Section 4.19 Insurance

Section 4.20 Undisclosed Liabilities

Section 4.21 Related Party Transactions

Section 4.22 Product Warranties

Section 4.23 Product Liability

Section 4.24 Finders; Brokers

Section 7.1 Operation of the Business

4.7 (i) Consolidated Financial Statements and Report of Independent Certified Public Accountants Standard Car Truck Company and Subsidiaries December 31,
2007 and 2006

4.7 (ii) Balance Sheet 6/30/08

4.7 (iii) Income Statement 6/30/08

4.7 (iv) Cash Flow Statement 6/30/08

4.10 (iii) 2 Outstanding Letters of Credit 7/8/08

4.12 List of Patents and Trademarks

Section 4.15 (e) Schedule of Employee Compensation

Section 4.15 (e) Leave Schedule

4.22-2 SCT QER Report as of 8/22/08

4.22-3 Triangle QER Report as of 8/22/08

4.22-4 Durox QER Report as of 8/22/08



Buyer Disclosure Letter

Section 8.3(b) Antitrust approvals

Attachment I – Escrow Agreement

Attachment II Wabtec Corporation Non-Competition and Confidentiality Agreement

Attachment III – Wabtec Corporation Employee Non-Competition and Confidentiality Agreement

Attachment IV – Wabtec Corporation Employee Non-Competition and Confidentiality Agreement
 
* The schedules and exhibits to this agreement have been omitted. A copy of the omitted schedule and exhibits will be provided to the Securities and

Exchange Commission upon request.



Exhibit 31.1

CERTIFICATION

I, Albert J. Neupaver, certify that:

1. I have reviewed this quarterly report on Form 10-Q of Westinghouse Air Brake Technologies Corporation.

2. Based on my knowledge, this quarterly 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 quarterly
report;

3. Based on my knowledge, the financial statements, and other financial information included in this quarterly 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 quarterly report;

4. The registrant’s other certifying officers 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)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the
registrant and we have:

(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 quarterly report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes
in accordance with generally accepted accounting principles;

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

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

5. The registrant’s other certifying officers 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 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: November 6, 2008
 

By:  /s/    ALBERT J. NEUPAVER        
Name:  Albert J. Neupaver
  Title:  President, Chief Executive Officer and Director



Exhibit 31.2

CERTIFICATION

I, Alvaro Garcia-Tunon, certify that:

1. I have reviewed this quarterly report on Form 10-Q of Westinghouse Air Brake Technologies Corporation.

2. Based on my knowledge, this quarterly 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 quarterly
report;

3. Based on my knowledge, the financial statements, and other financial information included in this quarterly 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 quarterly report;

4. The registrant’s other certifying officers 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)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the
registrant and we have:

(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 quarterly report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes
in accordance with generally accepted accounting principles;

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

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

5. The registrant’s other certifying officers 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 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: November 6, 2008
 

By:  /s/    ALVARO GARCIA-TUNON        
Name:  Alvaro Garcia-Tunon
  Title:

 
Senior Vice President,

Chief Financial Officer and Secretary



Exhibit 32.1

CERTIFICATION

Pursuant to 18 U.S.C. § 1350, the undersigned officers of Westinghouse Air Brake Technologies Corporation (the “Company”), hereby certify, to the best
of their knowledge, that the Company’s Quarterly Report on Form 10-Q for the quarter ended September 30, 2008 (the “Report”) fully complies with the
requirements of Section 13(a) or 15(d), as applicable, of the Securities Exchange Act of 1934 and that the information contained in the Report fairly presents, in
all material respects, the financial condition and results of operations of the Company.
 

By:  /s/    ALBERT J. NEUPAVER        

 
Albert J. Neupaver

President, Chief Executive Officer and Director

Date: November 6, 2008

By:  /s/    ALVARO GARCIA-TUNON        

 

Alvaro Garcia-Tunon,
Senior Vice President,

Chief Financial Officer and Secretary

Date: November 6, 2008


