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We
have
made
forward-looking
statements
in
this
Annual
Report
that
are
based
on
our
management's
beliefs
and
assumptions
and
on
information
currently
available
to
our
management.
Forward-looking
statements
include,
among
others,
the
information
concerning
our
possible
or
assumed
future
results
of
operations,
business
strategies,
financing
plans,
competitive
position,
potential
growth
opportunities,
potential
operating
performance
improvements,
acquisitions,
divestitures,
the
effects
of
competition,
and
the
effects
of
future
legislation
or
regulations.
Forward-looking
statements
include
all
statements
that
are
not
historical
facts
and
can
be
identified
by
the
use
of
forward-looking
terminology
such
as
the
words
"believe,"
"expect,"
"plan,"
"intend,"
"anticipate,"
"estimate,"
"predict,"
"potential,"
"continue,"
"may,"
"should,"
or
the
negative
of
these
terms
or
similar
expressions.









Forward-looking
statements
involve
risks,
uncertainties,
and
assumptions.
Actual
results
may
differ
materially
from
those
expressed
in
these
forward-looking
statements.
Investors
should
not
place
undue
reliance
on
any
forward-looking
statements.
We
do
not
have
any
intention
or
obligation
to
update
forward-looking
statements
after
we
file
this
report
except
as
required
by
law.









The
risk
factors
discussed
in
"Risk
Factors"
and
other
risks
described
in
this
Annual
Report
could
cause
our
results
to
differ
materially
from
those
expressed
in
forward-looking
statements.
There
may
be
other
risks
and
uncertainties
that
we
are
unable
to
predict
at
this
time
or
that
we
currently
do
not
expect
to
have
a
material
adverse
effect
on
our
business.
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"TE
Connectivity"
and
"TE
Connectivity
(logo)"
are
trademarks.
This
report
further
contains
other
trademarks
of
ours
and
additional
trade
names
and
trademarks
of
other
companies
that
are
not
owned
by
TE
Connectivity.
We
do
not
intend
our
use
or
display
of
other
companies'
trade
names
or
trademarks
to
imply
an
endorsement
or
sponsorship
of
us
by
such
companies,
or
any
relationship
with
any
of
these
companies.










©
2018
TE
Connectivity
Ltd.
All
Rights
Reserved.

ITEM
1.



BUSINESS


General










TE
Connectivity
Ltd.
("TE
Connectivity"
or
the
"Company,"
which
may
be
referred
to
as
"we,"
"us,"
or
"our")
is
a
global
technology
and
manufacturing
leader
creating
a
safer,
sustainable,
productive,
and
connected
future.
Our
connectivity
and
sensor
solutions,
proven
in
the
harshest
environments,
have
enabled
advancements
in
transportation,
industrial
applications,
medical
technology,
energy,
data
communications,
and
the
home.









We
became
an
independent,
publicly
traded
company
in
2007;
however,
through
our
predecessor
companies,
we
trace
our
foundations
in
the
connectivity
business
back
to
1941.
We
are
organized
under
the
laws
of
Switzerland.
The
rights
of
holders
of
our
shares
are
governed
by
Swiss
law,
our
Swiss
articles
of
association,
and
our
Swiss
organizational
regulations.









We
have
a
52-
or
53-week
fiscal
year
that
ends
on
the
last
Friday
of
September.
For
fiscal
years
in
which
there
are
53
weeks,
the
fourth
quarter
reporting
period
includes
14
weeks.
Fiscal
2018,
2017,
and
2016
ended
on
September
28,
2018,
September
29,
2017,
and
September
30,
2016,
respectively.
Fiscal
2018
and
2017
were
52
weeks
in
length.
Fiscal
2016
was
a
53-week
year.

Segments










We
operate
through
three
reportable
segments:
Transportation
Solutions,
Industrial
Solutions,
and
Communications
Solutions.
We
believe
our
segments
serve
a
combined
market
of
approximately
$190
billion.
In
fiscal
2018,
our
Subsea
Communications
business
met
the
held
for
sale
and
discontinued
operations
criteria.
As
a
result,
we
reclassified
amounts
previously
reported
to
reflect
this
business
as
a
discontinued
operation
in
all
periods
presented.
Prior
to
reclassification
to
discontinued
operations,
this
business
was
included
in
our
Communications
Solutions
segment.









Our
net
sales
by
segment
as
a
percentage
of
our
total
net
sales
were
as
follows:









Below
is
a
description
of
our
reportable
segments
and
the
primary
products,
markets,
and
competitors
of
each
segment.
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 Fiscal 



 
 2018 
 2017 
 2016 

Transportation
Solutions 
 
 59%
 58%
 58%
Industrial
Solutions 
 
 28
 
 29
 
 28

Communications
Solutions 
 
 13
 
 13
 
 14

Total 
 
 100%
 100%
 100%



Table
of
Contents

Transportation Solutions









The
Transportation
Solutions
segment
is
a
leader
in
connectivity
and
sensor
technologies.
The
primary
products
sold
by
the
Transportation
Solutions
segment
include
terminals
and
connector
systems
and
components;
sensors;
antennas;
relays;
application
tooling;
and
wire
and
heat
shrink
tubing.
The
Transportation
Solutions
segment's
products,
which
must
withstand
harsh
conditions,
are
used
in
the
following
end
markets:

• Automotive
(74%
of
segment's
net
sales).


We
are
one
of
the
leading
providers
of
advanced
automobile
connectivity
solutions.
The
automotive
industry
uses
our
products
in
automotive
technologies
for
body
and
chassis
systems,
convenience
applications,
driver
information,
infotainment
solutions,
miniaturization
solutions,
motor
and
powertrain
applications,
and
safety
and
security
systems.
Hybrid
and
electronic
mobility
solutions
include
in-vehicle
technologies,
battery
technologies,
and
charging
solutions.


• Commercial
transportation
(15%
of
segment's
net
sales).


We
deliver
reliable
connectivity
products
designed
to
withstand
harsh
environmental
conditions
for
on-
and
off-highway
vehicles
and
recreational
transportation,
including
heavy
trucks,
construction,
agriculture,
buses,
and
other
vehicles.


• Sensors
(11%
of
segment's
net
sales).


We
offer
a
portfolio
of
intelligent,
efficient,
and
high-performing
sensor
solutions
that
are
used
by
customers
across
multiple
industries,
including
automotive,
industrial
equipment,
commercial
transportation,
medical
solutions,
aerospace
and
defense,
and
consumer
applications.









The
Transportation
Solutions
segment's
major
competitors
include
Yazaki,
Aptiv,
Delphi,
Sumitomo,
Sensata,
Honeywell,
Molex,
and
Amphenol.

Industrial Solutions









The
Industrial
Solutions
segment
is
a
leading
supplier
of
products
that
connect
and
distribute
power,
data,
and
signals.
The
primary
products
sold
by
the
Industrial
Solutions
segment
include
terminals
and
connector
systems
and
components;
heat
shrink
tubing;
relays;
and
wire
and
cable.
The
Industrial
Solutions
segment's
products
are
used
in
the
following
end
markets:

• Industrial
equipment
(52%
of
segment's
net
sales).


Our
products
are
used
in
factory
automation
and
process
control
systems
such
as
industrial
controls,
robotics,
human
machine
interface,
industrial
communication,
and
power
distribution.
Our
intelligent
building
products
are
used
to
connect
lighting,
HVAC,
elevators/escalators,
and
security.
Our
rail
products
are
used
in
high-speed
trains,
metros,
light
rail
vehicles,
locomotives,
and
signaling
switching
equipment.
Also,
our
products
are
used
by
the
solar
industry.
The
medical
industry
uses
our
products
in
imaging,
diagnostic,
surgical,
and
minimally
invasive
interventional
applications.


• Aerospace,
defense,
oil,
and
gas
(30%
of
segment's
net
sales).


We
design,
develop,
and
manufacture
a
comprehensive
portfolio
of
critical
electronic
components
and
systems
for
the
harsh
operating
conditions
of
the
aerospace,
defense,
and
marine
industries.
Our
products
and
systems
are
designed
and
manufactured
to
operate
effectively
in
harsh
conditions
ranging
from
the
depths
of
the
ocean
to
the
far
reaches
of
space.


• Energy
(18%
of
segment's
net
sales).


Our
products
are
used
by
OEMs
and
utility
companies
in
the
electrical
power
industry
and
include
a
wide
range
of
solutions
for
the
electrical
power
generation,
transmission,
distribution,
and
industrial
markets.









The
Industrial
Solutions
segment
competes
primarily
against
Amphenol,
Belden,
Hubbell,
Carlisle
Companies,
3M,
Integer
Holdings,
Esterline,
Molex,
and
Phoenix
Contact.
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The
Communications
Solutions
segment
is
a
leading
supplier
of
electronic
components
for
the
data
and
devices
and
the
appliances
markets.
The
primary
products
sold
by
the
Communications
Solutions
segment
include
terminals
and
connector
systems
and
components;
relays;
heat
shrink
tubing;
and
antennas.
The
Communications
Solutions
segment's
products
are
used
in
the
following
end
markets:

• Data
and
devices
(58%
of
segment's
net
sales).


We
deliver
products
and
solutions
that
are
used
in
a
variety
of
equipment
architectures
within
the
networking
equipment,
data
center
equipment,
and
wireless
infrastructure
industries.
Additionally,
we
deliver
a
range
of
connectivity
solutions
for
the
Internet
of
Things,
smartphones,
tablet
computers,
notebooks,
and
virtual
reality
applications
to
help
our
customers
meet
their
current
challenges
and
future
innovations.


• Appliances
(42%
of
segment's
net
sales).


We
provide
solutions
to
meet
the
daily
demands
of
home
appliances.
Our
products
are
used
in
many
household
appliances,
including
washers,
dryers,
refrigerators,
air
conditioners,
dishwashers,
cooking
appliances,
water
heaters,
and
microwaves.
Our
expansive
range
of
standard
products
is
supplemented
by
an
array
of
custom-designed
solutions.









The
Communications
Solutions
segment's
major
competitors
include
Amphenol,
Molex,
JST,
and
Korea
Electric
Terminal
(KET).

Customers










As
an
industry
leader,
we
have
established
close
working
relationships
with
many
of
our
customers.
These
relationships
allow
us
to
better
anticipate
and
respond
to
customer
needs
when
designing
new
products
and
new
technical
solutions.
By
working
with
our
customers
in
developing
new
products
and
technologies,
we
believe
we
can
identify
and
act
on
trends
and
leverage
knowledge
about
next-generation
technology
across
our
products.









Our
approach
to
our
customers
is
driven
by
our
dedication
to
further
develop
our
product
families
and
ensure
that
we
are
globally
positioned
to
best
provide
our
customers
with
sales
and
engineering
support.
We
believe
that
as
electronic
component
technologies
continue
to
proliferate,
our
broad
product
portfolio
and
engineering
capability
give
us
a
potential
competitive
advantage
when
addressing
the
needs
of
our
global
customers.









We
manufacture
and
sell
a
broad
portfolio
of
products
to
customers
in
various
industries.
Our
customers
include
many
of
the
leaders
in
their
respective
industries,
and
our
relationships
with
them
typically
date
back
many
years.
We
believe
that
our
diversified
customer
base
provides
us
an
opportunity
to
leverage
our
skills
and
experience
across
markets
and
reduce
our
exposure
to
individual
end
markets,
thereby
reducing
the
variability
of
our
financial
performance.
Additionally,
we
believe
that
the
diversity
of
our
customer
base
reduces
the
level
of
cyclicality
in
our
results
and
distinguishes
us
from
our
competitors.









No
single
customer
accounted
for
a
significant
amount
of
our
net
sales
in
fiscal
2018,
2017,
or
2016.

3



Table
of
Contents

Sales
and
Distribution










We
maintain
a
strong
local
presence
in
each
of
the
geographic
regions
in
which
we
operate.
Our
net
sales
by
geographic
region
(1)
as
a
percentage
of
our
total
net
sales
were
as
follows:









We
sell
our
products
into
approximately
140
countries
primarily
through
direct
selling
efforts
to
manufacturers.
In
fiscal
2018,
our
direct
sales
represented
approximately
80%
of
total
net
sales.
We
also
sell
our
products
indirectly
via
third-party
distributors.









We
maintain
distribution
centers
around
the
world.
Products
are
generally
delivered
to
the
distribution
centers
by
our
manufacturing
facilities
and
then
subsequently
delivered
to
the
customer.
In
some
instances,
however,
products
are
delivered
directly
from
our
manufacturing
facility
to
the
customer.
Our
global
coverage
positions
us
near
our
customers'
locations
and
allows
us
to
assist
them
in
consolidating
their
supply
base
and
lowering
their
production
costs.
We
contract
with
a
wide
range
of
transport
providers
to
deliver
our
products
globally
via
road,
rail,
sea,
and
air.
We
believe
our
balanced
sales
distribution
lowers
our
exposure
to
any
particular
geography
and
improves
our
financial
profile.

Seasonality
and
Backlog










We
experience
a
slight
seasonal
pattern
to
our
business.
Overall,
the
third
and
fourth
fiscal
quarters
are
typically
the
strongest
quarters
of
our
fiscal
year,
whereas
the
first
fiscal
quarter
is
negatively
affected
by
holidays
and
the
second
fiscal
quarter
may
be
affected
by
adverse
winter
weather
conditions
in
some
of
our
markets.









Certain
of
our
end
markets
experience
some
seasonality.
Our
sales
into
the
automotive
market
are
dependent
upon
global
automotive
production,
and
seasonal
declines
in
European
production
may
negatively
impact
net
sales
in
the
fourth
fiscal
quarter.
Also,
our
sales
into
the
energy
market
typically
increase
in
the
third
and
fourth
fiscal
quarters
as
customer
activity
increases.









Customer
orders
typically
fluctuate
from
quarter
to
quarter
based
upon
business
and
market
conditions.
Backlog
is
not
necessarily
indicative
of
future
net
sales
as
unfilled
orders
may
be
cancelled
prior
to
shipment
of
goods.
Backlog
by
reportable
segment
was
as
follows:









We
expect
that
the
majority
of
our
backlog
at
fiscal
year
end
2018
will
be
filled
during
fiscal
2019.

4



 
 Fiscal 



 
 2018 
 2017 
 2016 

Europe/Middle
East/Africa
("EMEA") 
 
 38%
 36%
 36%
Asia–Pacific 
 
 34
 
 35
 
 35

Americas 
 
 28
 
 29
 
 29

Total 
 
 100%
 100%
 100%

(1) Net
sales
to
external
customers
are
attributed
to
individual
countries
based
on
the
legal
entity
that
records
the
sale.



 
 Fiscal
Year
End 



 
 2018 
 2017 



 
 (in
millions)
 

Transportation
Solutions 
 $ 1,779
 $ 1,681

Industrial
Solutions 
 
 1,245
 
 1,032

Communications
Solutions 
 
 441
 
 418

Total 
 $ 3,465
 $ 3,131
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The
industries
in
which
we
operate
are
highly
competitive,
and
we
compete
with
thousands
of
companies
that
range
from
large
multinational
corporations
to
local
manufacturers.
Competition
is
generally
based
on
breadth
of
product
offering,
product
innovation,
price,
quality,
delivery,
and
service.
Our
markets
have
generally
been
growing
but
with
downward
pressure
on
prices.

Raw
Materials










We
use
a
wide
variety
of
raw
materials
in
the
manufacture
of
our
products.
The
principal
raw
materials
that
we
use
include
plastic
resins
for
molding;
precious
metals
such
as
gold
and
silver
for
plating;
and
other
metals
such
as
copper,
aluminum,
brass,
and
steel
for
manufacturing
cable,
contacts,
and
other
parts
that
are
used
for
cable
and
component
bodies
and
inserts.
Many
of
these
raw
materials
are
produced
in
a
limited
number
of
countries
around
the
world
or
are
only
available
from
a
limited
number
of
suppliers.
The
prices
of
these
materials
are
driven
by
global
supply
and
demand.

Intellectual
Property










Patents
and
other
proprietary
rights
are
important
to
our
business.
We
also
rely
upon
trade
secrets,
manufacturing
know-how,
continuing
technological
innovations,
and
licensing
opportunities
to
maintain
and
improve
our
competitive
position.
We
review
third-party
proprietary
rights,
including
patents
and
patent
applications,
as
available,
in
an
effort
to
develop
an
effective
intellectual
property
strategy,
avoid
infringement
of
third-party
proprietary
rights,
identify
licensing
opportunities,
and
monitor
the
intellectual
property
claims
of
others.









We
own
a
large
portfolio
of
patents
that
relate
principally
to
electrical,
optical,
and
electronic
products.
We
also
own
a
portfolio
of
trademarks
and
are
a
licensee
of
various
patents
and
trademarks.
Patents
for
individual
products
extend
for
varying
periods
according
to
the
date
of
patent
filing
or
grant
and
the
legal
term
of
patents
in
the
various
countries
where
patent
protection
is
obtained.
Trademark
rights
may
potentially
extend
for
longer
periods
of
time
and
are
dependent
upon
national
laws
and
use
of
the
trademarks.









While
we
consider
our
patents
and
trademarks
to
be
valued
assets,
we
do
not
believe
that
our
competitive
position
or
our
operations
are
dependent
upon
or
would
be
materially
impacted
by
any
single
patent
or
group
of
related
patents.

Management
Team
and
Employees










We
believe
our
management
team
has
the
experience
necessary
to
effectively
execute
our
strategy
and
advance
our
product
and
technology
leadership.
Our
chief
executive
officer
and
segment
leaders
average
over
25
years
of
industry
experience.
They
are
supported
by
an
experienced
and
talented
management
team
who
is
dedicated
to
maintaining
and
expanding
our
position
as
a
global
leader
in
the
industry.









Our
strong
employee
base,
along
with
their
commitment
to
uncompromising
values,
provides
the
foundation
of
our
company's
success.
We
continue
to
emphasize
employee
development
and
training,
and
we
embrace
diversity
and
inclusion.









We
have
employees
located
throughout
the
world.
As
of
fiscal
year
end
2018,
we
employed
approximately
80,000
people
worldwide,
of
whom
30,000
were
in
the
EMEA
region,
25,000
were
in
the
Asia–Pacific
region,
and
25,000
were
in
the
Americas
region.
Of
our
total
employees,
approximately
51,000
were
employed
in
manufacturing.
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Government
Regulation
and
Supervision










The
import
and
export
of
products
are
subject
to
regulation
by
the
various
jurisdictions
where
we
conduct
business.
A
small
portion
of
our
products,
including
defense-related
products,
may
require
governmental
import
and
export
licenses,
whose
issuance
may
be
influenced
by
geopolitical
and
other
events.
We
have
a
trade
compliance
organization
and
other
systems
in
place
to
apply
for
licenses
and
otherwise
comply
with
such
regulations.
Any
failure
to
maintain
compliance
with
domestic
and
foreign
trade
regulation
could
limit
our
ability
to
import
and
export
raw
materials
and
finished
goods
into
or
from
the
relevant
jurisdiction.

Environmental










Our
operations
are
subject
to
numerous
environmental,
health,
and
safety
laws
and
regulations,
including
those
regulating
the
discharge
of
materials
into
the
environment,
greenhouse
gas
emissions,
hazardous
materials
in
products,
and
chemical
usage.
We
are
committed
to
complying
with
these
laws
and
to
the
protection
of
our
employees
and
the
environment.
We
maintain
a
global
environmental,
health,
and
safety
program
that
includes
appropriate
policies
and
standards;
staff
dedicated
to
environmental,
health,
and
safety
issues;
periodic
compliance
auditing;
training;
and
other
measures.
We
also
have
a
program
for
compliance
with
the
European
Union
("EU")
Restriction
of
Hazardous
Substances
and
Waste
Electrical
and
Electronic
Equipment
Directives,
the
China
Restriction
of
Hazardous
Substances
law,
the
EU
Registration,
Evaluation,
Authorization,
and
Restriction
of
Chemicals
("REACH")
Regulation,
and
similar
laws.









Compliance
with
these
laws
has
increased
our
costs
of
doing
business
in
a
variety
of
ways
and
may
continue
to
do
so
in
the
future.
For
example,
laws
regarding
product
content
and
chemical
registration
require
extensive
and
costly
data
collection,
management,
and
reporting,
and
laws
regulating
greenhouse
gas
emissions
may
increase
our
costs
for
energy
and
certain
materials
and
products.
We
also
have
projects
underway
at
a
number
of
current
and
former
manufacturing
sites
to
investigate
and
remediate
environmental
contamination
resulting
from
past
operations.
Based
upon
our
experience,
available
information,
and
applicable
laws,
as
of
fiscal
year
end
2018,
we
concluded
that
we
would
incur
investigation
and
remediation
costs
at
these
sites
in
the
reasonably
possible
range
of
$15
million
to
$42
million,
and
we
accrued
$17
million
as
the
probable
loss,
which
was
the
best
estimate
within
this
range.
We
do
not
anticipate
any
material
capital
expenditures
during
fiscal
2019
for
environmental
control
facilities
or
other
costs
of
compliance
with
laws
or
regulations
relating
to
greenhouse
gas
emissions.

Available
Information










All
periodic
and
current
reports,
registration
filings,
and
other
filings
that
we
are
required
to
file
with
the
United
States
Securities
and
Exchange
Commission
("SEC"),
including
Annual
Reports
on
Form
10-K,
Quarterly
Reports
on
Form
10-Q,
Current
Reports
on
Form
8-K,
and
amendments
to
those
reports
filed
or
furnished
pursuant
to
Section
13(a)
or
15(d)
of
the
Securities
Exchange
Act
of
1934
("Exchange
Act")
are
available
free
of
charge
through
our
internet
website
at
www.te.com
.
Such
documents
are
available
as
soon
as
reasonably
practicable
after
electronic
filing
or
furnishing
of
the
material
with
the
SEC.
The
information
on
our
website
is
not
incorporated
by
reference
in
this
Annual
Report
on
Form
10-K.
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ITEM
1A.



RISK
FACTORS











Investors
should
carefully
consider
the
risks
described
below
before
investing
in
our
securities.
These
risks
are
not
the
only
ones
facing
us.
Our
business
is
also
subject
to
general
risks
that
affect
many
other
companies.
Additional
risks
not
currently
known
to
us
or
that
we
currently
believe
are
immaterial
may
also
impair
our
business
operations,
financial
condition,
and
liquidity.

Risks
Relating
to
the
Macroeconomic
Environment
and
Our
Global
Presence


         Conditions in global or regional economies, capital and money markets, and banking systems, and cyclical industry demand may adversely affect our
results of operations, financial position, and cash flows.









Our
business
and
operating
results
have
been
and
will
continue
to
be
affected
by
economic
conditions
regionally
or
globally,
including
the
cost
and
availability
of
consumer
and
business
credit,
end
demand
from
consumer
and
industrial
markets,
and
concerns
as
to
sovereign
debt
levels
including
credit
rating
downgrades
and
defaults
on
sovereign
debt
and
significant
bank
failures
or
defaults.
Any
of
these
economic
factors
could
cause
our
customers
to
experience
deterioration
of
their
businesses,
cash
flow,
and
ability
to
obtain
financing.
As
a
result,
existing
or
potential
customers
may
delay
or
cancel
plans
to
purchase
our
products
and
may
not
be
able
to
fulfill
their
obligations
to
us
in
a
timely
fashion
or
in
full.
Further,
our
vendors
may
experience
similar
problems,
which
may
impact
their
ability
to
fulfill
our
orders
or
meet
agreed
service
and
quality
levels.
If
regional
or
global
economic
conditions
deteriorate,
our
results
of
operations,
financial
position,
and
cash
flows
could
be
materially
adversely
affected.
Also,
deterioration
in
economic
conditions
could
trigger
the
recognition
of
impairment
charges
for
our
goodwill
or
other
long-lived
assets.
Impairment
charges,
if
any,
may
be
material
to
our
results
of
operations
and
financial
position.

         Foreign currency exchange rates may adversely affect our results.









Our
Consolidated
Financial
Statements
are
prepared
in
United
States
("U.S.")
dollars;
however,
a
significant
portion
of
our
business
is
conducted
outside
the
U.S.
Changes
in
the
relative
values
of
currencies
may
have
a
significant
effect
on
our
results
of
operations,
financial
position,
and
cash
flows.









We
are
exposed
to
the
effects
of
changes
in
foreign
currency
exchange
rates
on
our
costs
and
revenue.
Approximately
60%
of
our
net
sales
for
fiscal
2018
were
invoiced
in
currencies
other
than
the
U.S.
dollar,
and
we
expect
non-U.S.
dollar
revenue
to
continue
to
represent
a
significant
portion
of
our
future
net
sales.
We
have
elected
not
to
hedge
this
foreign
currency
exposure.
Therefore,
when
the
U.S.
dollar
strengthens
in
relation
to
the
currencies
of
the
countries
where
we
sell
our
products,
such
as
the
euro
or
Asian
currencies,
our
U.S.
dollar
reported
revenue
and
income
will
decrease.









We
manage
certain
cash,
intercompany,
and
other
balance
sheet
currency
exposures
in
part
by
entering
into
financial
derivative
contracts.
In
addition
to
the
risk
of
non-performance
by
the
counterparty
to
these
contracts,
our
efforts
to
manage
these
risks
might
not
be
successful.

         We could suffer significant business interruptions.









Our
operations
and
those
of
our
suppliers
and
customers,
and
the
supply
chains
that
support
their
operations,
may
be
vulnerable
to
interruption
by
natural
disasters
such
as
earthquakes,
tsunamis,
typhoons,
or
floods;
or
other
disasters
such
as
fires,
explosions,
acts
of
terrorism
or
war,
disease,
or
failures
of
management
information
or
other
systems
due
to
internal
or
external
causes.
If
a
business
interruption
occurs
and
we
are
unsuccessful
in
our
continuing
efforts
to
minimize
the
impact
of
these
events,
our
business,
results
of
operations,
financial
position,
and
cash
flows
could
be
materially
adversely
affected.
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         We could be adversely affected by a decline in the market value of our pension plans' investment portfolios or a reduction in returns on plan assets.









Concerns
about
deterioration
in
the
global
economy,
together
with
concerns
about
credit,
inflation,
or
deflation,
have
caused
and
could
continue
to
cause
significant
volatility
in
the
price
of
all
securities,
including
fixed
income
and
equity
securities,
which
has
reduced
and
could
further
reduce
the
value
of
our
pension
plans'
investment
portfolios.
In
addition,
the
expected
returns
on
plan
assets
may
not
be
achieved.
A
decrease
in
the
value
of
our
pension
plans'
investment
portfolios
or
a
reduction
in
returns
on
plan
assets
could
have
an
adverse
effect
on
our
results
of
operations,
financial
position,
and
cash
flows.

         Disruption in credit markets and volatility in equity markets may affect our ability to access sufficient funding.









The
global
equity
markets
have
been
volatile
and
at
times
credit
markets
have
been
disrupted,
which
has
reduced
the
availability
of
investment
capital
and
credit.
Downgrades
of
sovereign
debt
credit
ratings
have
similarly
affected
the
availability
and
cost
of
capital.
As
a
result,
we
may
be
unable
to
access
adequate
funding
to
operate
and
grow
our
business.
Our
inability
to
access
adequate
funding
or
to
generate
sufficient
cash
from
operations
may
require
us
to
reconsider
certain
projects
and
capital
expenditures.
The
extent
of
any
impact
will
depend
on
several
factors,
including
our
operating
cash
flows,
the
duration
of
tight
credit
conditions
and
volatile
equity
markets,
our
credit
ratings
and
credit
capacity,
the
cost
of
financing,
and
other
general
economic
and
business
conditions.

         We are subject to global risks of political, economic, and military instability.









Our
workforce;
manufacturing,
research,
administrative,
and
sales
facilities;
markets;
customers;
and
suppliers
are
located
throughout
the
world.
As
a
result,
we
are
exposed
to
risks
that
could
negatively
affect
sales
or
profitability,
including:

• changes
in
global
trade
policies,
including
sanctions,
tariffs,
trade
barriers,
and
trade
disputes;


• regulations
related
to
customs
and
import/export
matters;


• variations
in
lengths
of
payment
cycles
and
challenges
in
collecting
accounts
receivable;


• tax
law
and
regulatory
changes
in
the
U.S.
and
EU
among
other
jurisdictions,
including
tax
law
and
regulatory
changes
that
may
be
effected
as
a
result
of
tax
policy
recommendations
from
quasi-governmental
organizations
such
as
the
Organisation
for
Economic
Co-operation
and
Development
("OECD"),
examinations
by
taxing
authorities,
variations
in
tax
laws
from
country
to
country,
changes
to
the
terms
of
income
tax
treaties,
and
difficulties
in
the
tax-efficient
repatriation
of
cash
generated
or
held
in
a
number
of
jurisdictions;


• employment
regulations
and
local
labor
conditions,
including
increases
in
employment
costs,
particularly
in
low-cost
regions
in
which
we
currently
operate;


• difficulties
protecting
intellectual
property;


• instability
in
economic
or
political
conditions,
including
sovereign
debt
levels,
Eurozone
uncertainty,
inflation,
recession,
actual
or
anticipated
military
or
political
conflicts,
and
any
impact
as
a
result
of
the
expected
exit
of
the
United
Kingdom
from
the
EU;
and


• the
impact
of
each
of
the
foregoing
on
our
outsourcing
and
procurement
arrangements.









We
have
sizeable
operations
in
China,
including
16
manufacturing
sites.
In
addition,
approximately
20%
of
our
net
sales
in
fiscal
2018
were
made
to
customers
in
China.
Economic
conditions
in
China
have
been
and
may
continue
to
be
volatile
and
uncertain.
In
addition,
the
legal
and
regulatory
system
in
China
is
still
developing
and
subject
to
change.
Accordingly,
our
operations
and
transactions
with
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customers
in
China
could
be
adversely
affected
by
changes
to
market
conditions,
changes
to
the
regulatory
environment,
or
interpretation
of
Chinese
law.









In
addition,
any
downgrade
by
rating
agencies
of
long-term
U.S.
sovereign
debt
or
downgrades
or
defaults
of
sovereign
debt
of
other
nations
may
negatively
affect
global
financial
markets
and
economic
conditions,
which
could
negatively
affect
our
business,
financial
condition,
and
liquidity.

         Changes in U.S. federal tax laws could result in adverse consequences to U.S. persons treated as owning 10% or more of our shares.









Although
we
are
a
Swiss
corporation,
recent
U.S.
tax
law
changes
have
expanded
application
of
certain
ownership
attribution
rules
and
cause
certain
of
our
non-U.S.
subsidiaries
to
be
treated
as
Controlled
Foreign
Corporations
("CFCs")
for
U.S.
federal
income
tax
purposes.
A
U.S.
person
that
is
treated
for
U.S.
federal
income
tax
purposes
as
owning,
directly,
indirectly,
or
constructively,
10%
or
more
of
our
shares
may
be
required
to
annually
report
and
include
in
its
U.S.
taxable
income
its
pro
rata
share
of
certain
types
of
income
earned
by
our
subsidiaries
that
are
treated
as
CFCs,
whether
or
not
we
make
any
distributions
to
such
U.S.
shareholder.
A
U.S.
person
that
owns
10%
or
more
of
our
shares
should
consult
a
tax
adviser
regarding
the
potential
implications
to
it
of
these
changes
in
U.S.
federal
income
tax
law.
The
risk
of
U.S.
federal
income
tax
reporting
and
compliance
obligations
with
respect
to
our
subsidiaries
that
now
are
treated
as
CFCs
may
deter
our
current
shareholders
from
increasing
their
investment
in
us,
and
others
from
investing
in
us,
which
could
impact
the
demand
for,
and
value
of,
our
shares.

Risks
Relating
to
the
Industry
in
Which
We
Operate


         We are dependent on the automotive and other industries.









We
are
dependent
on
end
market
dynamics
to
sell
our
products,
and
our
operating
results
could
be
adversely
affected
by
cyclical
and
reduced
demand
in
these
markets.
Periodic
downturns
in
our
customers'
industries
can
significantly
reduce
demand
for
certain
of
our
products,
which
could
have
a
material
adverse
effect
on
our
results
of
operations,
financial
position,
and
cash
flows.









Approximately
44%
of
our
net
sales
for
fiscal
2018
were
to
customers
in
the
automotive
industry.
The
automotive
industry
is
dominated
by
large
manufacturers
that
can
exert
significant
price
pressure
on
their
suppliers.
Additionally,
the
automotive
industry
has
historically
experienced
significant
downturns
during
periods
of
deteriorating
global
or
regional
economic
or
credit
conditions.
As
a
supplier
of
automotive
electronics
products,
our
sales
of
these
products
and
our
profitability
have
been
and
could
continue
to
be
negatively
affected
by
significant
declines
in
global
or
regional
economic
and
credit
conditions
and
changes
in
the
operations,
products,
business
models,
part-sourcing
requirements,
financial
condition,
and
market
share
of
automotive
manufacturers,
as
well
as
potential
consolidations
among
automotive
manufacturers.









During
fiscal
2018,
approximately
14%
of
our
net
sales
were
to
customers
in
the
industrial
equipment
end
market,
9%
of
our
net
sales
were
to
customers
in
the
commercial
transportation
market,
and
8%
of
our
net
sales
were
to
customers
in
the
aerospace,
defense,
oil,
and
gas
end
market.
Demand
for
industrial
equipment
is
dependent
upon
economic
conditions,
including
customer
investment
in
factory
automation,
intelligent
buildings,
and
process
control
systems,
as
well
as
market
conditions
in
the
medical,
rail
transportation,
solar
and
lighting,
and
other
major
industrial
markets
we
serve.
The
commercial
transportation
industry
can
experience
variability
in
demand
depending
on
the
economic
environment
and
market
conditions
in
the
heavy
truck,
construction,
agriculture,
and
recreational
vehicle
markets.
The
aerospace
and
defense
industry
has
undergone
significant
fluctuations
in
demand,
depending
on
worldwide
economic
and
political
conditions.
Demand
in
the
oil
and
gas
market
is
impacted
by
oil
price
volatility.
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         We encounter competition in substantially all areas of the electronic components industry.









We
operate
in
highly
competitive
markets
for
electronic
components,
and
expect
that
both
direct
and
indirect
competition
will
increase
in
the
future.
Our
overall
competitive
position
depends
on
a
number
of
factors
including
the
price,
quality,
and
performance
of
our
products;
the
level
of
customer
service;
the
development
of
new
technology;
our
ability
to
participate
in
emerging
markets;
and
customers'
expectations
relating
to
socially
responsible
operations.
The
competition
we
experience
across
product
lines
from
other
companies
ranges
in
size
from
large,
diversified
manufacturers
to
small,
highly
specialized
manufacturers.
The
electronic
components
industry
has
become
increasingly
concentrated
and
globalized
in
recent
years,
and
our
major
competitors
have
significant
financial
resources
and
technological
capabilities.
A
number
of
these
competitors
compete
with
us
primarily
on
price,
and
in
some
instances
may
enjoy
lower
production
costs
for
certain
products.
We
cannot
provide
assurance
that
additional
competitors
will
not
enter
our
markets,
or
that
we
will
be
able
to
compete
successfully
against
existing
or
new
competitors.
Increased
competition
may
result
in
price
reductions,
reduced
margins,
or
loss
of
market
share,
any
of
which
could
materially
and
adversely
affect
our
results
of
operations,
financial
position,
and
cash
flows.

         We are dependent on market acceptance of our new product introductions and product innovations for future revenue.









Substantially
all
markets
in
which
we
operate
are
impacted
by
technological
change
or
change
in
consumer
tastes
and
preferences,
which
are
rapid
in
certain
end
markets.
Our
operating
results
depend
substantially
upon
our
ability
to
continually
design,
develop,
introduce,
and
sell
new
and
innovative
products;
to
modify
existing
products;
and
to
customize
products
to
meet
customer
requirements
driven
by
such
change.
There
are
numerous
risks
inherent
in
these
processes,
including
the
risk
that
we
will
be
unable
to
anticipate
the
direction
of
technological
change
or
that
we
will
be
unable
to
develop
and
market
profitable
new
products
and
applications
in
time
to
satisfy
customer
demands.

         Like other suppliers to the electronics industry, we are subject to continuing pressure to lower our prices.









We
have
historically
experienced,
and
we
expect
to
continue
to
experience,
continuing
pressure
to
lower
our
prices.
In
recent
years,
we
have
experienced
price
erosion
averaging
from
1%
to
2%
each
year.
To
maintain
our
margins,
we
must
continue
to
reduce
our
costs
by
similar
amounts.
We
cannot
provide
assurance
that
continuing
pressures
to
reduce
our
prices
will
not
have
a
material
adverse
effect
on
our
margins,
results
of
operations,
financial
position,
and
cash
flows.

         We may be negatively affected as our customers and vendors continue to consolidate.









Many
of
the
industries
to
which
we
sell
our
products,
as
well
as
many
of
the
industries
from
which
we
buy
materials,
have
become
more
concentrated
in
recent
years,
including
the
automotive,
data
and
devices,
and
aerospace
and
defense
industries.
Consolidation
of
customers
may
lead
to
decreased
product
purchases
from
us.
In
addition,
as
our
customers
buy
in
larger
volumes,
their
volume
buying
power
has
increased,
enabling
them
to
negotiate
more
favorable
pricing
and
find
alternative
sources
from
which
to
purchase.
Our
materials
suppliers
similarly
have
increased
their
ability
to
negotiate
favorable
pricing.
These
trends
may
adversely
affect
the
margins
on
our
products,
particularly
for
commodity
components.

         The life cycles of certain of our products can be very short.









The
life
cycles
of
certain
of
our
products
can
be
very
short
relative
to
their
development
cycle.
As
a
result,
the
resources
devoted
to
product
sales
and
marketing
may
not
result
in
material
revenue
and,
from
time
to
time,
we
may
need
to
write
off
excess
or
obsolete
inventory
or
equipment.
If
we
were
to
incur
significant
engineering
expenses
and
investments
in
inventory
and
equipment
that
we
were
not
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able
to
recover,
and
we
were
not
able
to
compensate
for
those
expenses,
our
results
of
operations,
financial
position,
and
cash
flows
could
be
materially
and
adversely
affected.

Risks
Relating
to
Our
Operations


         Our results are sensitive to raw material availability, quality, and cost.









We
are
a
large
buyer
of
resins,
chemicals,
additives,
and
metals,
including
copper,
gold,
silver,
aluminum,
brass,
steel,
and
zinc.
Many
of
these
raw
materials
are
produced
in
a
limited
number
of
countries
around
the
world
or
are
only
available
from
a
limited
number
of
suppliers.
In
addition,
the
price
of
many
of
these
raw
materials,
including
gold
and
copper,
continues
to
fluctuate.
If
we
have
difficulty
obtaining
these
raw
materials,
the
quality
of
available
raw
materials
deteriorates,
or
there
are
significant
price
increases
for
these
raw
materials,
it
could
have
a
substantial
impact
on
the
price
we
pay
for
raw
materials.
To
the
extent
we
cannot
compensate
for
cost
increases
through
productivity
improvements
or
price
increases
to
our
customers,
our
margins
may
decline,
materially
affecting
our
results
of
operations,
financial
position,
and
cash
flows.
In
addition,
we
use
financial
instruments
to
hedge
the
volatility
of
certain
commodities
prices.
The
success
of
our
hedging
program
depends
on
accurate
forecasts
of
planned
consumption
of
the
hedged
commodity
materials.
We
could
experience
unanticipated
hedge
gains
or
losses
if
these
forecasts
are
inaccurate.









In
accordance
with
the
Dodd-Frank
Wall
Street
Reform
and
Consumer
Protection
Act,
the
SEC
established
annual
disclosure
and
reporting
requirements
for
those
companies
who
use
tin,
tantalum,
tungsten,
or
gold
("conflict
minerals"
or
"3TG")
mined
from
the
Democratic
Republic
of
the
Congo
("DRC")
and
adjoining
countries
(together
with
the
DRC,
the
"Covered
Countries")
in
their
products.
These
requirements
could
affect
the
sourcing,
pricing,
and
availability
of
3TG
used
in
the
manufacture
of
certain
of
our
products.
As
a
result,
there
may
only
be
a
limited
pool
of
suppliers
who
can
demonstrate
that
they
do
not
source
any
3TG
from
the
Covered
Countries,
and
we
cannot
provide
assurance
that
we
will
be
able
to
obtain
non-conflict
3TG
in
sufficient
quantities
or
at
competitive
prices.
Further,
since
our
supply
chain
is
complex,
we
may
face
reputational
challenges
with
our
customers
and
other
stakeholders
if
we
are
unable
to
sufficiently
verify
the
origins
and
chain
of
custody
for
all
conflict
minerals
used
in
our
products
through
our
due
diligence
procedures.

         We may use components and products manufactured by third parties.









We
may
rely
on
third-party
suppliers
for
the
components
used
in
our
products,
and
we
may
rely
on
third-party
manufacturers
to
manufacture
certain
of
our
assemblies
and
finished
products.
Our
results
of
operations,
financial
position,
and
cash
flows
could
be
adversely
affected
if
such
third
parties
lack
sufficient
quality
control
or
if
there
are
significant
changes
in
their
financial
or
business
condition.
If
these
third
parties
fail
to
deliver
quality
products,
parts,
and
components
on
time
and
at
reasonable
prices,
we
could
have
difficulties
fulfilling
our
orders,
sales
and
profits
could
decline,
and
our
commercial
reputation
could
be
damaged.

         Our future success is significantly dependent on our ability to attract and retain management and executive management employees.









Our
success
depends
to
a
significant
extent
upon
our
continued
ability
to
retain
our
management
and
executive
management
employees
and
hire
new
management
and
executive
management
employees
to
replace,
succeed,
or
add
to
members
of
our
management
team.
Our
management
team
has
significant
industry
experience
and
would
be
difficult
to
replace.
Competition
for
management
talent
is
intense,
and
any
difficulties
we
may
have
to
retain
or
hire
members
of
mangagement
to
achieve
our
objectives
may
have
an
adverse
effect
on
our
results
of
operations,
financial
position,
and
cash
flows.
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         Security breaches and other disruptions to our information technology infrastructure could interfere with our operations, compromise confidential
information, and expose us to liability which could materially adversely impact our business and reputation.









Security
breaches
and
other
disruptions
to
our
information
technology
infrastructure
could
interfere
with
our
operations;
compromise
information
belonging
to
us,
our
employees,
customers,
and
suppliers;
and
expose
us
to
liability
which
could
adversely
impact
our
business
and
reputation.
In
the
normal
course
of
business,
we
rely
on
information
technology
networks
and
systems,
some
of
which
are
managed
by
third
parties,
to
process,
transmit,
and
store
electronic
information,
and
to
manage
or
support
a
variety
of
business
processes
and
activities.
Additionally,
we
collect
and
store
certain
data,
including
proprietary
business
information
and
customer
and
employee
data,
and
may
have
access
to
confidential
or
personal
information
in
certain
of
our
businesses
that
is
subject
to
privacy
and
security
laws,
regulations,
and
customer-imposed
controls.
Despite
our
cybersecurity
measures
(including
employee
and
third-party
training,
monitoring
of
networks
and
systems,
and
maintenance
of
backup
and
protective
systems)
which
are
continuously
reviewed
and
upgraded
to
mitigate
persistent
and
continuously
evolving
cybersecurity
threats,
our
information
technology
networks
and
infrastructure
may
still
be
vulnerable
to
damage,
disruptions,
or
shutdowns
due
to
attack
by
hackers
or
breaches,
employee
error
or
malfeasance,
power
outages,
computer
viruses,
telecommunication
or
utility
failures,
systems
failures,
natural
disasters,
or
other
catastrophic
events.
Any
such
events
could
result
in
legal
claims
or
proceedings,
liability
or
penalties
under
privacy
laws,
disruption
in
operations,
and
damage
to
our
reputation,
which
could
materially
adversely
affect
our
business.
While
we
have
experienced,
and
expect
to
continue
to
experience,
these
types
of
threats
to
our
information
technology
networks
and
infrastructure,
to
date
none
of
these
threats
have
had
a
material
impact
on
our
business
or
operations.

         Covenants in our debt instruments may adversely affect us.









Our
five-year
unsecured
senior
revolving
credit
facility
("Credit
Facility")
contains
financial
and
other
covenants,
such
as
a
limit
on
the
ratio
of
Consolidated
Total
Debt
to
Consolidated
EBITDA
(as
defined
in
the
Credit
Facility)
and
limits
on
the
amount
of
subsidiary
debt
and
incurrence
of
liens.
Our
outstanding
notes'
indentures
contain
customary
covenants
including
limits
on
incurrence
of
liens,
sale
and
lease-back
transactions,
and
our
ability
to
consolidate,
merge,
and
sell
assets.









Although
none
of
these
covenants
are
presently
restrictive
to
our
operations,
our
continued
ability
to
meet
the
Credit
Facility
financial
covenant
can
be
affected
by
events
beyond
our
control,
and
we
cannot
provide
assurance
that
we
will
continue
to
comply
with
the
covenant.
A
breach
of
any
of
our
covenants
could
result
in
a
default
under
our
Credit
Facility
or
indentures.
Upon
the
occurrence
of
certain
defaults
under
our
Credit
Facility
and
indentures,
the
lenders
or
trustee
could
elect
to
declare
all
amounts
outstanding
thereunder
to
be
immediately
due
and
payable,
and
our
lenders
could
terminate
commitments
to
extend
further
credit
under
our
Credit
Facility.
If
the
lenders
or
trustee
accelerate
the
repayment
of
borrowings,
we
cannot
provide
assurance
that
we
will
have
sufficient
assets
or
access
to
lenders
or
capital
markets
to
repay
or
fund
the
repayment
of
any
amounts
outstanding
under
our
Credit
Facility
and
our
other
affected
indebtedness.
Acceleration
of
any
debt
obligation
under
any
of
our
material
debt
instruments
may
permit
the
holders
or
trustee
of
our
other
material
debt
to
accelerate
payment
of
debt
obligations
to
the
creditors
thereunder.









The
indentures
governing
our
outstanding
senior
notes
contain
covenants
that
may
require
us
to
offer
to
buy
back
the
notes
for
a
price
equal
to
101%
of
the
principal
amount,
plus
accrued
and
unpaid
interest
to
the
repurchase
date,
upon
a
change
of
control
triggering
event
(as
defined
in
the
indentures).
We
cannot
provide
assurance
that
we
will
have
sufficient
funds
available
or
access
to
funding
to
repurchase
tendered
notes
in
that
event,
which
could
result
in
a
default
under
the
notes.
Any
future
debt
that
we
incur
may
contain
covenants
regarding
repurchases
in
the
event
of
a
change
of
control
triggering
event.
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         The market price of our shares may fluctuate widely.









The
market
price
of
our
shares
may
fluctuate
widely,
depending
upon
many
factors,
including:

• our
quarterly
or
annual
earnings;


• quarterly
or
annual
sales
or
earnings
guidance
that
we
may
provide
or
changes
thereto;


• actual
or
anticipated
fluctuations
in
our
operating
results;


• volatility
in
financial
markets
and
market
fluctuations
caused
by
global
and
regional
economic
conditions
and
investors'
concerns
about
potential
risks
to
future
economic
growth;


• changes
in
earnings
estimates
by
securities
analysts
or
our
ability
to
meet
those
estimates;


• changes
in
accounting
standards,
policies,
guidance,
interpretations,
or
principles;


• tax
legislative
and
regulatory
actions
and
proposals
in
Switzerland,
the
U.S.,
and
other
jurisdictions;


• announcements
by
us
or
our
competitors
of
significant
acquisitions
or
dispositions;
and


• the
operating
and
stock
price
performance
of
comparable
companies
and
companies
that
serve
end
markets
important
to
our
business.

Risks
Relating
to
Strategic
Transactions


         Future acquisitions may not be successful.









We
regularly
evaluate
the
possible
acquisition
of
strategic
businesses,
product
lines,
or
technologies
which
have
the
potential
to
strengthen
our
market
position
or
enhance
our
existing
product
offerings.
We
cannot
provide
assurance
that
we
will
identify
or
successfully
complete
transactions
with
acquisition
candidates
in
the
future.
We
also
cannot
provide
assurance
that
completed
acquisitions
will
be
successful.
If
an
acquired
business
fails
to
operate
as
anticipated
or
cannot
be
successfully
integrated
with
our
existing
business,
our
results
of
operations,
financial
position,
and
cash
flows
could
be
materially
and
adversely
affected.

         Future acquisitions could require us to issue additional debt or equity.









If
we
were
to
make
a
substantial
acquisition
with
cash,
the
acquisition
may
need
to
be
financed
in
part
through
funding
from
banks,
public
offerings
or
private
placements
of
debt
or
equity
securities,
or
other
arrangements.
This
acquisition
financing
might
decrease
our
ratio
of
earnings
to
fixed
charges
and
adversely
affect
other
leverage
measures.
We
cannot
provide
assurance
that
sufficient
acquisition
financing
would
be
available
to
us
on
acceptable
terms
if
and
when
required.
If
we
were
to
make
an
acquisition
partially
or
wholly
funded
by
issuing
equity
securities
or
equity-linked
securities,
the
issued
securities
may
have
a
dilutive
effect
on
the
interests
of
the
holders
of
our
shares.

         Divestitures of some of our businesses or product lines may have a material adverse effect on our results of operations, financial position, and cash flows.









We
continue
to
evaluate
the
strategic
fit
of
specific
businesses
and
products
which
may
result
in
additional
divestitures.
Any
divestitures
may
result
in
significant
write-offs,
including
those
related
to
goodwill
and
other
intangible
assets,
which
could
have
a
material
adverse
effect
on
our
results
of
operations
and
financial
position.
Divestitures
could
involve
additional
risks,
including
difficulties
in
the
separation
of
operations,
services,
products,
and
personnel;
the
diversion
of
management's
attention
from
other
business
concerns;
the
disruption
of
our
business;
and
the
potential
loss
of
key
employees.
There
can
be
no
assurance
that
we
will
be
successful
in
addressing
these
or
any
other
significant
risks
encountered.
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Risks
Relating
to
Intellectual
Property,
Litigation,
and
Regulations


         Our ability to compete effectively depends, in part, on our ability to maintain the proprietary nature of our products and technology.









The
electronics
industry
is
characterized
by
litigation
regarding
patent
and
other
intellectual
property
rights.
Within
this
industry,
companies
have
become
more
aggressive
in
asserting
and
defending
patent
claims
against
competitors.
There
can
be
no
assurance
that
we
will
not
be
subject
to
future
litigation
alleging
infringement
or
invalidity
of
certain
of
our
intellectual
property
rights
or
that
we
will
not
have
to
pursue
litigation
to
protect
our
property
rights.
Depending
on
the
importance
of
the
technology,
product,
patent,
trademark,
or
trade
secret
in
question,
an
unfavorable
outcome
regarding
one
of
these
matters
may
have
a
material
adverse
effect
on
our
results
of
operations,
financial
position,
and
cash
flows.

         We are a defendant to a variety of litigation in the course of our business that could cause a material adverse effect on our results of operations, financial
position, and cash flows.









In
the
normal
course
of
business,
we
are,
from
time
to
time,
a
defendant
in
litigation,
including
litigation
alleging
the
infringement
of
intellectual
property
rights,
anti-competitive
behavior,
product
liability,
breach
of
contract,
and
employment-related
claims.
In
certain
circumstances,
patent
infringement
and
antitrust
laws
permit
successful
plaintiffs
to
recover
treble
damages.
The
defense
of
these
lawsuits
may
divert
our
management's
attention,
and
we
may
incur
significant
expenses
in
defending
these
lawsuits.
In
addition,
we
may
be
required
to
pay
damage
awards
or
settlements,
or
become
subject
to
injunctions
or
other
equitable
remedies,
that
could
cause
a
material
adverse
effect
on
our
results
of
operations,
financial
position,
and
cash
flows.

         If any of our operations are found not to comply with applicable antitrust or competition laws or applicable trade regulations, our business may suffer.









Our
operations
are
subject
to
applicable
antitrust
and
competition
laws
in
the
jurisdictions
in
which
we
conduct
our
business,
in
particular
the
U.S.
and
the
EU.
These
laws
prohibit,
among
other
things,
anticompetitive
agreements
and
practices.
If
any
of
our
commercial
agreements
and
practices
with
respect
to
the
electronic
components
or
other
markets
are
found
to
violate
or
infringe
such
laws,
we
may
be
subject
to
civil
and
other
penalties.
We
may
also
be
subject
to
third-
party
claims
for
damages.
Further,
agreements
that
infringe
these
antitrust
and
competition
laws
may
be
void
and
unenforceable,
in
whole
or
in
part,
or
require
modification
in
order
to
be
lawful
and
enforceable.
If
we
are
unable
to
enforce
our
commercial
agreements,
whether
at
all
or
in
material
part,
our
results
of
operations,
financial
position,
and
cash
flows
could
be
adversely
affected.
Further,
any
failure
to
maintain
compliance
with
trade
regulations
could
limit
our
ability
to
import
and
export
raw
materials
and
finished
goods
into
or
from
the
relevant
jurisdiction,
which
could
negatively
impact
our
results
of
operations,
financial
position,
and
cash
flows.

         We could be adversely affected by violations of the U.S. Foreign Corrupt Practices Act, the United Kingdom's Bribery Act, and similar worldwide anti-
bribery laws.









The
U.S.
Foreign
Corrupt
Practices
Act,
the
United
Kingdom's
Bribery
Act,
and
similar
worldwide
anti-bribery
laws
generally
prohibit
companies
and
their
intermediaries
from
making
improper
payments
to
government
officials
for
the
purpose
of
obtaining
or
retaining
business.
Our
policies
mandate
compliance
with
these
anti-bribery
laws.
We
operate
in
many
parts
of
the
world
that
have
experienced
governmental
corruption
to
some
degree,
and
in
certain
circumstances,
strict
compliance
with
anti-bribery
laws
may
conflict
with
local
customs
and
practices.
Despite
our
training
and
compliance
program,
we
cannot
provide
assurance
that
our
internal
control
policies
and
procedures
always
will
protect
us
from
reckless
or
criminal
acts
committed
by
our
employees
or
agents.
Violations
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of
these
laws,
or
allegations
of
such
violations,
could
disrupt
our
business
and
result
in
a
material
adverse
effect
on
our
results
of
operations,
financial
position,
and
cash
flows.

         Our operations expose us to the risk of material environmental liabilities, litigation, government enforcement actions, and reputational risk.









We
are
subject
to
numerous
federal,
state,
and
local
environmental
protection
and
health
and
safety
laws
and
regulations
in
the
various
countries
where
we
operate
and
where
our
products
are
sold.
These
laws
and
regulations
govern,
among
other
things:

• the
generation,
storage,
use,
and
transportation
of
hazardous
materials;


• emissions
or
discharges
of
substances
into
the
environment;


• investigation
and
remediation
of
hazardous
substances
or
materials
at
various
sites;


• greenhouse
gas
emissions;


• product
hazardous
material
content;
and


• the
health
and
safety
of
our
employees.









We
may
not
have
been,
or
we
may
not
always
be,
in
compliance
with
all
environmental
and
health
and
safety
laws
and
regulations.
If
we
violate
these
laws,
we
could
be
fined,
criminally
charged,
or
otherwise
sanctioned
by
regulators.
In
addition,
environmental
and
health
and
safety
laws
are
becoming
more
stringent,
resulting
in
increased
costs
and
compliance
requirements.









Certain
environmental
laws
assess
liability
on
current
or
previous
owners
or
operators
of
real
property
for
the
costs
of
investigation,
removal,
and
remediation
of
hazardous
substances
or
materials
at
their
properties
or
at
properties
at
which
they
have
disposed
of
hazardous
substances.
Liability
for
investigation,
removal,
and
remediation
costs
under
certain
federal
and
state
laws
is
retroactive,
strict,
and
joint
and
several.
In
addition
to
cleanup
actions
brought
by
governmental
authorities,
private
parties
could
bring
personal
injury
or
other
claims
due
to
the
presence
of,
or
exposure
to,
hazardous
substances.
We
have
received
notifications
from
the
U.S.
Environmental
Protection
Agency,
other
environmental
agencies,
and
third
parties
that
conditions
at
a
number
of
currently
and
formerly-owned
or
operated
sites
where
we
and
others
have
disposed
of
hazardous
substances
require
investigation,
cleanup,
and
other
possible
remedial
action
and
require
that
we
reimburse
the
government
or
otherwise
pay
for
the
costs
of
investigation
and
remediation
and
for
natural
resource
damage
claims
from
such
sites.
We
also
have
independently
investigated
various
sites
and
determined
that
further
investigation
and/or
remediation
is
necessary.









While
we
plan
for
future
capital
and
operating
expenditures
to
maintain
compliance
with
environmental
laws,
we
cannot
provide
assurance
that
our
costs
of
complying
with
current
or
future
environmental
protection
and
health
and
safety
laws,
or
our
liabilities
arising
from
past
or
future
releases
of,
or
exposures
to,
hazardous
substances
will
not
exceed
our
estimates
or
adversely
affect
our
results
of
operations,
financial
position,
and
cash
flows
or
that
we
will
not
be
subject
to
additional
environmental
claims
for
personal
injury,
property
damage,
and/or
cleanup
in
the
future
based
on
our
past,
present,
or
future
business
activities.

         Our products are subject to various requirements related to chemical usage, hazardous material content, and recycling.









The
EU,
China,
and
other
jurisdictions
in
which
our
products
are
sold
have
enacted
or
are
proposing
to
enact
laws
addressing
environmental
and
other
impacts
from
product
disposal,
use
of
hazardous
materials
in
products,
use
of
chemicals
in
manufacturing,
recycling
of
products
at
the
end
of
their
useful
life,
and
other
related
matters.
These
laws
include
but
are
not
limited
to
the
EU
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Restriction
of
Hazardous
Substances,
End
of
Life
Vehicle,
and
Waste
Electrical
and
Electronic
Equipment
Directives;
the
EU
REACH
Regulation;
and
the
China
law
on
Management
Methods
for
Controlling
Pollution
by
Electronic
Information
Products.
These
laws
prohibit
the
use
of
certain
substances
in
the
manufacture
of
our
products
and
directly
and
indirectly
impose
a
variety
of
requirements
for
modification
of
manufacturing
processes,
registration,
chemical
testing,
labeling,
and
other
matters.
These
laws
continue
to
proliferate
and
expand
in
these
and
other
jurisdictions
to
address
other
materials
and
other
aspects
of
our
product
manufacturing
and
sale.
These
laws
could
make
the
manufacture
or
sale
of
our
products
more
expensive
or
impossible,
could
limit
our
ability
to
sell
our
products
in
certain
jurisdictions,
and
could
result
in
liability
for
product
recalls,
penalties,
or
other
claims.

Risks
Relating
to
Our
Swiss
Jurisdiction
of
Incorporation


         As a Swiss corporation, we have less flexibility with respect to certain aspects of capital management involving the issuance of shares.









As
a
Swiss
corporation,
our
board
of
directors
may
not
declare
and
pay
dividends
or
distributions
on
our
shares
or
reclassify
reserves
on
our
standalone
unconsolidated
Swiss
balance
sheet
without
shareholder
approval
and
without
satisfying
certain
other
requirements.
In
addition,
our
articles
of
association
allow
us
to
create
authorized
share
capital
that
can
be
issued
by
the
board
of
directors,
but
this
authorization
is
limited
to
(i)
authorized
share
capital
up
to
50%
of
the
existing
registered
shares
with
such
authorization
valid
for
a
maximum
of
two
years,
which
authorization
period
ends
on
March
14,
2020,
approved
by
our
shareholders
at
our
March
14,
2018
annual
general
meeting
of
shareholders
and
(ii)
conditional
share
capital
of
up
to
50%
of
the
existing
registered
shares
that
may
be
issued
only
for
specific
purposes.
Additionally,
subject
to
specified
exceptions,
Swiss
law
grants
preemptive
rights
to
existing
shareholders
to
subscribe
for
new
issuances
of
shares
from
authorized
share
capital
and
advance
subscription
rights
to
existing
shareholders
to
subscribe
for
new
issuances
of
shares
from
conditional
share
capital.
Swiss
law
also
does
not
provide
much
flexibility
in
the
various
terms
that
can
attach
to
different
classes
of
shares,
and
reserves
for
approval
by
shareholders
many
types
of
corporate
actions,
including
the
creation
of
shares
with
preferential
rights
with
respect
to
liquidation,
dividends,
and/or
voting.
Moreover,
under
Swiss
law,
we
generally
may
not
issue
registered
shares
for
an
amount
below
par
value
without
prior
shareholder
approval
to
decrease
the
par
value
of
our
registered
shares.
Any
such
actions
for
which
our
shareholders
must
vote
will
require
that
we
file
a
preliminary
proxy
statement
with
the
SEC
and
convene
a
meeting
of
shareholders,
which
would
delay
the
timing
to
execute
such
actions.
Such
limitations
provide
the
board
of
directors
less
flexibility
with
respect
to
our
capital
management.
While
we
do
not
believe
that
Swiss
law
requirements
relating
to
the
issuance
of
shares
will
have
a
material
adverse
effect
on
us,
we
cannot
provide
assurance
that
situations
will
not
arise
where
such
flexibility
would
have
provided
substantial
benefits
to
our
shareholders
and
such
limitations
on
our
capital
management
flexibility
would
make
our
stock
less
attractive
to
investors.

         We might not be able to make distributions on our shares without subjecting shareholders to Swiss withholding tax.









In
order
to
make
distributions
on
our
shares
to
shareholders
free
of
Swiss
withholding
tax,
we
anticipate
making
distributions
to
shareholders
through
a
reduction
of
contributed
surplus
(as
determined
for
Swiss
tax
and
statutory
purposes).
Various
tax
law
and
corporate
law
proposals
in
Switzerland,
if
passed
in
the
future,
may
affect
our
ability
to
pay
dividends
or
distributions
to
our
shareholders
free
from
Swiss
withholding
tax.
There
can
be
no
assurance
that
we
will
be
able
to
meet
the
legal
requirements
for
future
distributions
to
shareholders
through
dividends
from
contributed
surplus
or
through
a
reduction
of
registered
share
capital,
or
that
Swiss
withholding
rules
would
not
be
changed
in
the
future.
In
addition,
over
the
long
term,
the
amount
of
registered
share
capital
available
for
reductions
will
be
limited.
Our
ability
to
pay
dividends
or
distributions
to
our
shareholders
free
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from
Swiss
withholding
tax
is
a
significant
component
of
our
capital
management
and
shareholder
return
practices
that
we
believe
is
important
to
our
shareholders,
and
any
restriction
on
our
ability
to
do
so
could
make
our
stock
less
attractive
to
investors.

         Currency fluctuations between the U.S. dollar and the Swiss franc may limit the amount available for any future distributions on our shares without
subjecting shareholders to Swiss withholding tax.









Under
Swiss
law,
the
registered
share
capital
in
our
unconsolidated
Swiss
statutory
financial
statements
is
required
to
be
denominated
in
Swiss
francs.
Although
distributions
that
are
effected
through
a
return
of
contributed
surplus
or
registered
share
capital
are
expected
to
be
paid
in
U.S.
dollars,
shareholder
resolutions
with
respect
to
such
distributions
must
take
into
account
the
Swiss
francs
denomination
of
the
registered
share
capital.
If
the
U.S.
dollar
were
to
increase
in
value
relative
to
the
Swiss
franc,
the
U.S.
dollar
amount
of
registered
share
capital
available
for
future
distributions
without
Swiss
withholding
tax
will
decrease.

         We have certain limitations on our ability to repurchase our shares.









The
Swiss
Code
of
Obligations
regulates
a
corporation's
ability
to
hold
or
repurchase
its
own
shares.
We
and
our
subsidiaries
may
only
repurchase
shares
to
the
extent
that
sufficient
freely
distributable
reserves
(including
contributed
surplus
as
determined
for
Swiss
tax
and
statutory
purposes)
are
available.
The
aggregate
par
value
of
our
registered
shares
held
by
us
and
our
subsidiaries
may
not
exceed
10%
of
our
registered
share
capital.
We
may
repurchase
our
registered
shares
beyond
the
statutory
limit
of
10%,
however,
only
if
our
shareholders
have
adopted
a
resolution
at
a
general
meeting
of
shareholders
authorizing
the
board
of
directors
to
repurchase
registered
shares
in
an
amount
in
excess
of
10%
and
the
repurchased
shares
are
dedicated
for
cancellation.
Additionally,
various
tax
law
and
corporate
law
proposals
in
Switzerland,
if
passed
in
the
future,
may
affect
our
ability
to
repurchase
our
shares.
Our
ability
to
repurchase
our
shares
is
a
significant
component
of
our
capital
management
and
shareholder
return
practices
that
we
believe
is
important
to
our
shareholders,
and
any
restriction
on
our
ability
to
repurchase
our
shares
could
make
our
stock
less
attractive
to
investors.

         Registered holders of our shares must be registered as shareholders with voting rights in order to vote at shareholder meetings.









Our
articles
of
association
contain
a
provision
regarding
voting
rights
that
is
required
by
Swiss
law
for
Swiss
companies
like
us
that
issue
registered
shares
(as
opposed
to
bearer
shares).
This
provision
provides
that
to
be
able
to
exercise
voting
rights,
holders
of
our
shares
must
be
registered
in
our
share
register
(Aktienbuch)
as
shareholders
with
voting
rights.
Only
shareholders
whose
shares
have
been
registered
with
voting
rights
on
the
record
date
may
participate
in
and
vote
at
our
shareholders'
meetings,
but
all
shareholders
will
be
entitled
to
dividends,
distributions,
preemptive
rights,
advance
subscription
rights,
and
liquidation
proceeds.
The
board
of
directors
may,
in
its
discretion,
refuse
to
register
shares
as
shares
with
voting
rights
if
a
shareholder
does
not
fulfill
certain
disclosure
requirements
in
our
articles
of
association.
Additionally,
various
proposals
in
Switzerland
for
corporate
law
changes,
if
passed
in
the
future,
may
require
shareholder
registration
in
order
to
exercise
voting
rights
for
shareholders
who
hold
their
shares
in
street
name
through
brokerages
and
banks.
Such
a
registration
requirement
could
make
our
stock
less
attractive
to
investors.
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         Certain provisions of our articles of association may reduce the likelihood of any unsolicited acquisition proposal or potential change of control that our
shareholders might consider favorable.









Our
articles
of
association
contain
provisions
that
could
be
considered
"anti-takeover"
provisions
because
they
would
make
it
harder
for
a
third
party
to
acquire
us
without
the
consent
of
our
incumbent
board
of
directors.
Under
these
provisions,
among
others:

• shareholders
may
act
only
at
shareholder
meetings
and
not
by
written
consent,
and


• restrictions
will
apply
to
any
merger
or
other
business
combination
between
our
company
and
any
holder
of
15%
or
more
of
our
issued
voting
shares
who
became
such
without
the
prior
approval
of
our
board
of
directors.









These
provisions
may
only
be
amended
by
the
affirmative
vote
of
the
holders
of
80%
of
our
issued
voting
shares,
which
could
have
the
effect
of
discouraging
an
unsolicited
acquisition
proposal
or
delaying,
deferring,
or
preventing
a
change
of
control
transaction
that
might
involve
a
premium
price,
or
otherwise
be
considered
favorable
by
our
shareholders.
Our
articles
of
association
also
contain
provisions
permitting
our
board
of
directors
to
issue
new
shares
from
authorized
or
conditional
capital
(in
either
case,
representing
a
maximum
of
50%
of
the
shares
presently
registered
in
the
commercial
register
and
in
case
of
issuances
from
authorized
capital,
until
March
14,
2020
unless
re-authorized
by
shareholders
for
a
subsequent
two-year
period)
without
shareholder
approval
and
without
regard
for
shareholders'
preemptive
rights
or
advance
subscription
rights,
for
the
purpose
of
the
defense
of
an
actual,
threatened,
or
potential
unsolicited
takeover
bid,
in
relation
to
which
the
board
of
directors,
upon
consultation
with
an
independent
financial
advisor,
has
not
recommended
acceptance
to
the
shareholders.
We
note
that
Swiss
courts
have
not
addressed
whether
or
not
a
takeover
bid
of
this
nature
is
an
acceptable
reason
under
Swiss
law
for
withdrawing
or
limiting
preemptive
rights
with
respect
to
authorized
share
capital
or
advance
subscription
rights
with
respect
to
conditional
share
capital.
In
addition,
the
New
York
Stock
Exchange
("NYSE"),
on
which
our
shares
are
listed,
requires
shareholder
approval
for
issuances
of
shares
equal
to
20%
or
more
of
the
outstanding
shares
or
voting
power,
with
limited
exceptions.

         Legislative and regulatory actions and proposals in Switzerland, the U.S., and other jurisdictions could cause a material change in our worldwide
effective corporate tax rate.









Various
legislative
and
regulatory
proposals
have
been
directed
at
multinational
companies
with
operations
in
lower-tax
jurisdictions.
There
has
been
heightened
focus
on
adoption
of
such
legislation
and
on
other
initiatives,
such
as:

• the
OECD's
initiative
to
develop
agreed-upon
best
practices
to
prevent
base
erosion
and
profit
shifting,
which
contemplate
changes
to
numerous
long-standing
tax
principles
related
to
the
distribution
of
profits
between
affiliated
entities
in
different
tax
jurisdictions,


• corporate
tax
reform
in
Switzerland,
which
is
proposed
in
response
to
OECD
and
EU
concerns,


• EU
and
other
country
efforts
to
adopt
certain
OECD
proposals
and
modified
OECD
proposals
(including
the
Anti-Tax
Avoidance
Directive,
state
aid
cases,
and
various
transparency
proposals),
and


• tax
policy
in
the
U.S.,
such
as
federal
tax
reform
and
revisions
to
the
Model
Income
Tax
Treaty.









If
these
proposals
are
adopted
in
the
main
jurisdictions
in
which
we
do
business,
they
could,
among
other
things,
cause
double
taxation,
increase
audit
risk,
and
materially
increase
our
worldwide
corporate
effective
tax
rate.
We
cannot
predict
the
outcome
of
any
specific
legislative
proposals
or
initiatives,
and
we
cannot
provide
assurance
that
any
such
legislation
or
initiative
will
not
apply
to
us.
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         Legislation in the U.S. could adversely impact our results of operations, financial position, and cash flows.









Various
U.S.
federal
and
state
legislative
proposals
have
been
introduced
in
recent
years
that
may
negatively
impact
the
growth
of
our
business
by
denying
government
contracts
to
U.S.
companies
that
have
moved
to
lower-tax
jurisdictions.









We
expect
the
U.S.
Congress
to
continue
to
consider
implementation
and/or
expansion
of
policies
that
would
restrict
the
federal
and
state
governments
from
contracting
with
entities
that
have
corporate
locations
abroad.
We
cannot
predict
the
likelihood
that,
or
final
form
in
which,
any
such
proposed
legislation
might
become
law,
the
nature
of
regulations
that
may
be
promulgated
under
any
future
legislative
enactments,
the
effect
such
enactments
and
increased
regulatory
scrutiny
may
have
on
our
business,
or
the
outcome
of
any
specific
legislative
proposals.
Therefore,
we
cannot
provide
assurance
that
any
such
legislative
action
will
not
apply
to
us.
In
addition,
we
are
unable
to
predict
whether
the
final
form
of
any
potential
legislation
discussed
above
also
would
affect
our
indirect
sales
to
U.S.
federal
or
state
governments
or
the
willingness
of
our
non-governmental
customers
to
do
business
with
us.
As
a
result
of
these
uncertainties,
we
are
unable
to
assess
the
potential
impact
of
any
proposed
legislation
in
this
area
and
cannot
provide
assurance
that
the
impact
will
not
be
materially
adverse
to
us.

         Swiss law differs from the laws in effect in the U.S. and may afford less protection to holders of our securities.









As
we
are
organized
under
the
laws
of
Switzerland,
it
may
not
be
possible
to
enforce
court
judgments
obtained
in
the
U.S.
against
us
in
Switzerland
based
on
the
civil
liability
provisions
of
the
U.S.
federal
or
state
securities
laws.
In
addition,
there
is
some
uncertainty
as
to
whether
the
courts
of
Switzerland
would
recognize
or
enforce
judgments
of
U.S.
courts
obtained
against
us
or
our
directors
or
officers
based
on
the
civil
liability
provisions
of
the
U.S.
federal
or
state
securities
laws
or
hear
actions
against
us
or
those
persons
based
on
those
laws.
We
have
been
advised
that
the
U.S.
and
Switzerland
currently
do
not
have
a
treaty
providing
for
the
reciprocal
recognition
and
enforcement
of
judgments
in
civil
and
commercial
matters.
Some
remedies
available
under
the
laws
of
U.S.
jurisdictions,
including
some
remedies
available
under
the
U.S.
federal
securities
laws,
would
not
be
allowed
in
Swiss
courts
as
they
are
contrary
to
Switzerland's
public
policy.









Swiss
law
differs
in
certain
material
respects
from
laws
generally
applicable
to
U.S.
corporations
and
their
shareholders.
These
differences
include
the
manner
in
which
directors
must
disclose
transactions
in
which
they
have
an
interest,
the
rights
of
shareholders
to
bring
class
action
and
derivative
lawsuits,
and
the
scope
of
indemnification
available
to
directors
and
officers.
Thus,
holders
of
our
securities
may
have
more
difficulty
protecting
their
interests
than
would
holders
of
securities
of
a
corporation
incorporated
in
a
jurisdiction
of
the
U.S.
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ITEM
2.



PROPERTIES










Our
principal
executive
office
is
located
in
Schaffhausen,
Switzerland.
As
of
fiscal
year
end
2018,
we
owned
approximately
20
million
square
feet
and
leased
approximately
9
million
square
feet
of
manufacturing,
warehousing,
and
office
space.
We
believe
our
facilities
are
suitable
for
the
conduct
of
our
business
and
adequate
for
our
current
needs.









We
manufacture
our
products
in
approximately
25
countries
worldwide.
Our
manufacturing
sites
focus
on
various
aspects
of
our
manufacturing
processes,
including
our
primary
processes
of
stamping,
plating,
molding,
extrusion,
beaming,
and
assembly.
We
consider
the
productive
capacity
of
our
manufacturing
facilities
sufficient.
As
of
fiscal
year
end
2018,
our
principal
centers
of
manufacturing
output
by
segment
and
geographic
region
were
as
follows:

ITEM
3.



LEGAL
PROCEEDINGS










In
the
normal
course
of
business,
we
are
subject
to
various
legal
proceedings
and
claims,
including
product
liability
matters,
employment
disputes,
disputes
on
agreements,
other
commercial
disputes,
environmental
matters,
antitrust
claims,
and
tax
matters,
including
non-income
tax
matters
such
as
value
added
tax,
sales
and
use
tax,
real
estate
tax,
and
transfer
tax.
In
addition,
we
operate
in
an
industry
susceptible
to
significant
patent
legal
claims.
At
any
given
time
in
the
normal
course
of
business,
we
are
involved
as
either
a
plaintiff
or
defendant
in
a
number
of
patent
infringement
actions.
If
infringement
of
a
third
party's
patent
were
to
be
determined
against
us,
we
might
be
required
to
make
significant
royalty
or
other
payments
or
might
be
subject
to
an
injunction
or
other
limitation
on
our
ability
to
manufacture
or
sell
one
or
more
products.
If
a
patent
owned
by
or
licensed
to
us
were
determined
to
be
invalid
or
unenforceable,
we
might
be
required
to
reduce
the
value
of
the
patent
on
our
Consolidated
Balance
Sheet
and
to
record
a
corresponding
charge,
which
could
be
significant
in
amount.









Management
believes
that
these
legal
proceedings
and
claims
likely
will
be
resolved
over
an
extended
period
of
time.
Although
it
is
not
feasible
to
predict
the
outcome
of
these
proceedings,
based
upon
our
experience,
current
information,
and
applicable
law,
we
do
not
expect
that
the
outcome
of
these
proceedings,
either
individually
or
in
the
aggregate,
will
have
a
material
effect
on
our
results
of
operations,
financial
position,
or
cash
flows.









During
the
fourth
quarter
of
fiscal
2018,
one
of
our
manufacturing
sites
in
China
was
found
to
have
failed
to
complete
the
environmental
impact
assessment
inspection
for
certain
of
its
production
lines
and
assets
within
the
mandatory
timeframe
as
defined
within
applicable
environmental
regulation.
At
the
request
of
the
Shanghai
Xuhui
Environmental
Protection
Bureau,
we
are
taking
remedial
action
to
cure
the
deficiencies,
and
we
expect
to
pay
an
administrative
penalty
in
the
amount
of
700,000
Chinese
renminbi
(approximately
$0.1
million
using
an
exchange
rate
of
$0.15
per
renminbi).
We
do
not
anticipate
that
any
monetary
sanctions
or
remedial
actions
we
take
will
have
a
material
adverse
effect
on
our
results
of
operations,
financial
position,
or
cash
flows.
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Transportation


Solutions 

Industrial

Solutions 


Communications

Solutions 
 Total 




 
 (number
of
manufacturing
facilities)
 

EMEA 
 
 19
 
 22
 
 3
 
 44

Asia–Pacific 
 
 7
 
 7
 
 8
 
 22

Americas 
 
 11
 
 23
 
 4
 
 38

Total 
 
 37
 
 52
 
 15
 
 104




Table
of
Contents

PART
II


ITEM
5.



MARKET
FOR
REGISTRANT'S
COMMON
EQUITY,
RELATED
STOCKHOLDER
MATTERS
AND
ISSUER
PURCHASES
OF
EQUITY
SECURITIES


Market
Information
and
Holders










Our
common
shares
are
listed
and
traded
on
the
NYSE
under
the
symbol
"TEL."
The
number
of
registered
holders
of
our
common
shares
at
November
8,
2018
was
20,236.

Performance
Graph










The
following
graph
compares
the
cumulative
total
shareholder
return
on
our
common
shares
against
the
cumulative
return
on
the
S&P
500
Index
and
the
Dow
Jones
Electrical
Components
and
Equipment
Index.
The
graph
assumes
the
investment
of
$100
in
our
common
shares
and
in
each
index
at
fiscal
year
end
2013
and
assumes
the
reinvestment
of
all
dividends
and
distributions.
The
graph
shows
the
cumulative
total
return
for
the
last
five
fiscal
years.
The
comparisons
in
the
graph
are
based
upon
historical
data
and
are
not
indicative
of,
nor
intended
to
forecast,
future
performance
of
our
common
shares.

COMPARISON
OF
CUMULATIVE
TOTAL
RETURN

AMONG
TE
CONNECTIVITY
LTD.,
S&P
500
INDEX,
AND


DOW
JONES
ELECTRICAL
COMPONENTS
AND
EQUIPMENT
INDEX
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 Fiscal
Year
End 



 
 2013
(1) 
 2014 
 2015 
 2016 
 2017 
 2018 

TE
Connectivity
Ltd.
 
 $ 100.00
 $ 115.30
 $ 116.76
 $ 131.63
 $ 173.37
 $ 186.80

S&P
500
Index 
 
 100.00
 
 119.64
 
 118.93
 
 136.54
 
 161.95
 
 190.95

Dow
Jones
Electrical
Components
and
Equipment
Index 
 
 100.00
 
 111.56
 
 102.46
 
 121.63
 
 156.84
 
 174.41


(1) $100
invested
on
September
27,
2013
in
TE
Connectivity
Ltd.'s
common
shares
and
in
indexes.
Indexes
calculated
on
month-end
basis.
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Issuer
Purchases
of
Equity
Securities










The
following
table
presents
information
about
our
purchases
of
our
common
shares
during
the
quarter
ended
September
28,
2018:
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Period 


Total
Number

of
Shares


Purchased
(1) 


Average
Price

Paid
Per

Share
(1) 


Total
Number
of

Shares
Purchased


as
Part
of

Publicly
Announced


Plans
or

Programs
(2) 


Maximum

Approximate

Dollar
Value


of
Shares
that
May

Yet
Be
Purchased

Under
the
Plans

or
Programs
(2) 


June
30–July
27,
2018 
 
 1,465
 $ 93.28
 
 —
 $ 1,368,819,073

July
28–August
31,
2018 
 
 2,217,725
 
 92.90
 
 2,213,500
 
 1,163,190,015

September
1–September
28,
2018 
 
 1,655,395
 
 90.63
 
 1,635,400
 
 1,014,947,770

Total 
 
 3,874,585
 $ 91.93
 
 3,848,900
 
 



(1) These
columns
include
the
following
transactions
which
occurred
during
the
quarter
ended
September
28,
2018:


(i) the
acquisition
of
25,685
common
shares
from
individuals
in
order
to
satisfy
tax
withholding
requirements
in
connection
with
the
vesting
of
restricted
share
awards
issued
under
equity
compensation
plans;
and


(ii) open
market
purchases
totaling
3,848,900
common
shares,
summarized
on
a
trade-date
basis,
in
conjunction
with
the
share
repurchase
program
announced
in
September
2007.


(2) Our
share
repurchase
program
authorizes
us
to
purchase
a
portion
of
our
outstanding
common
shares
from
time
to
time
through
open
market
or
private
transactions,
depending
on
business
and
market
conditions.
The
share
repurchase
program
does
not
have
an
expiration
date.
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ITEM
6.



SELECTED
FINANCIAL
DATA










The
following
table
presents
selected
consolidated
financial
data.
The
data
presented
should
be
read
in
conjunction
with
our
Consolidated
Financial
Statements
and
accompanying
notes
and
"Management's
Discussion
and
Analysis
of
Financial
Condition
and
Results
of
Operations"
included
elsewhere
in
this
Annual
Report.
Our
consolidated
financial
information
may
not
be
indicative
of
our
future
performance.
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 As
of
or
for
Fiscal 



 
 2018 
 2017
(1) 
 2016
(1)(2) 
 2015
(1) 
 2014
(1) 



 
 (in
millions,
except
per
share
data)
 

Statement
of
Operations
Data 
 
 

 
 

 
 

 
 

 
 


Net
sales 
 $ 13,988
 $ 12,185
 $ 11,352
 $ 11,524
 $ 11,690

Acquisition
and
integration
costs 
 
 14
 
 6
 
 22
 
 55
 
 31

Restructuring
and
other
charges
(credits),
net
(3) 
 
 126
 
 147
 
 (2) 
 152
 
 15

Other
income
(expense),
net
(4) 
 
 1
 
 (42) 
 (677) 
 (55) 
 63


Income
tax
(expense)
benefit
(4) 
 
 344
 
 (180) 
 826
 
 (306) 
 (160)
Income
from
continuing
operations 
 
 2,584
 
 1,540
 
 1,847
 
 1,180
 
 1,634

Income
(loss)
from
discontinued
operations,
net
of
income
taxes

(5) 
 
 (19) 
 143
 
 162
 
 1,240
 
 147

Net
income 
 $ 2,565
 $ 1,683
 $ 2,009
 $ 2,420
 $ 1,781


Per
Share
Data 
 
 

 
 

 
 

 
 

 
 


Basic
earnings
per
share: 
 
 

 
 

 
 

 
 

 
 


Income
from
continuing
operations 
 $ 7.38
 $ 4.34
 $ 5.05
 $ 2.91
 $ 3.99

Net
income 
 
 7.33
 
 4.74
 
 5.49
 
 5.98
 
 4.34


Diluted
earnings
per
share: 
 
 

 
 

 
 

 
 

 
 


Income
from
continuing
operations 
 $ 7.32
 $ 4.30
 $ 5.01
 $ 2.87
 $ 3.92

Net
income 
 
 7.27
 
 4.70
 
 5.44
 
 5.89
 
 4.27


Dividends
paid
per
common
share 
 $ 1.68
 $ 1.54
 $ 1.40
 $ 1.24
 $ 1.08


Balance
Sheet
Data 
 
 

 
 

 
 

 
 

 
 


Total
assets 
 $ 20,386
 $ 19,403
 $ 17,608
 $ 20,589
 $ 20,132

Long-term
liabilities 
 
 5,145
 
 5,805
 
 6,057
 
 7,429
 
 7,128

Total
shareholders'
equity 
 $ 10,831
 $ 9,751
 $ 8,485
 $ 9,585
 $ 9,007


(1) In
fiscal
2018,
our
Subsea
Communications
business
met
the
held
for
sale
and
discontinued
operations
criteria.
As
a
result,
we
reclassified
amounts
previously
reported
to
reflect
this
business
as
a
discontinued
operation
in
all
periods
presented.
For
additional
information
regarding
discontinued
operations,
see
Notes
4
and
23
to
the
Consolidated
Financial
Statements.


(2) Fiscal
2016
was
a
53-week
year.


(3) Fiscal
2016
included
a
pre-tax
gain
of
$144
million
on
the
sale
of
our
Circuit
Protection
Devices
business.
See
Note
3
to
the
Consolidated
Financial
Statements
for
additional
information.


(4) For
fiscal
2018,
2017,
and
2016,
see
Notes
15
and
16
to
the
Consolidated
Financial
Statements
for
additional
information.
Fiscal
2015
income
tax
(expense)
benefit
included
a
$216
million
income
tax
charge
associated
with
the
tax
impacts
of
certain
intercompany
legal
entity
restructurings
made
in
connection
with
our
integration
of
Measurement
Specialties,
Inc;
a
$201
million
income
tax
benefit
related
to
the
effective
settlement
of
all
undisputed
tax
matters
for
the
years
2001
through
2007
and
the
related
impact
of
$84
million
to
other
expense
pursuant
to
the
Tax
Sharing
Agreement
with
Tyco
International
plc
and
Covidien
plc;
and
a
$63
million
income
tax
benefit
associated
with
the
effective
settlement
of
all
undisputed
tax
matters
for
the
years
2008
through
2010.
Fiscal
2014
income
tax
(expense)
benefit
included
a
$282
million
income
tax
benefit
recognized
in
connection
with
a
reduction
in
the
valuation
allowance
associated
with
certain
tax
loss
carryforwards
relating
to
ADC
Telecommunications,
Inc.


(5) Fiscal
2015
included
a
pre-tax
gain
of
$1.1
billion
on
the
sale
of
our
Broadband
Network
Solutions
business.
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MANAGEMENT'S
DISCUSSION
AND
ANALYSIS
OF
FINANCIAL
CONDITION
AND
RESULTS
OF
OPERATIONS










The
following
discussion
and
analysis
of
our
financial
condition
and
results
of
operations
should
be
read
in
conjunction
with
our
Consolidated
Financial
Statements
and
the
accompanying
notes
included
elsewhere
in
this
Annual
Report.
The
following
discussion
may
contain
forward-looking
statements
that
reflect
our
plans,
estimates,
and
beliefs.
Our
actual
results
could
differ
materially
from
those
discussed
in
these
forward-looking
statements.
Factors
that
could
cause
or
contribute
to
these
differences
include
those
factors
discussed
below
and
elsewhere
in
this
Annual
Report,
particularly
in
"Risk
Factors"
and
"Forward-Looking
Information."









Our
Consolidated
Financial
Statements
have
been
prepared
in
U.S.
dollars,
in
accordance
with
accounting
principles
generally
accepted
in
the
U.S.
("GAAP").









The
following
discussion
includes
organic
net
sales
growth
which
is
a
non-GAAP
financial
measure.
See
"Non-GAAP
Financial
Measure"
for
additional
information
regarding
this
measure.

Overview










We
are
a
global
technology
and
manufacturing
leader
creating
a
safer,
sustainable,
productive,
and
connected
future.
For
more
than
75
years,
our
connectivity
and
sensor
solutions,
proven
in
the
harshest
environments,
have
enabled
advancements
in
transportation,
industrial
applications,
medical
technology,
energy,
data
communications,
and
the
home.









Fiscal
2018
highlights
included
the
following:

• Our
fiscal
2018
net
sales
increased
14.8%
over
fiscal
2017
levels
due
to
growth
in
all
segments.
On
an
organic
basis,
our
net
sales
increased
9.2%
in
fiscal
2018
as
compared
to
fiscal
2017.


• Our
net
sales
by
segment
were
as
follows:


• Transportation
Solutions
—Our
net
sales
increased
17.8%
as
a
result
of
increased
sales
in
all
end
markets.
Also,
our
net
sales
in
the
automotive
end
market
benefited
from
sales
contributions
from
a
recent
acquisition.


• Industrial
Solutions
—Our
net
sales
increased
10.0%
due
to
increased
sales
in
the
industrial
equipment
end
market
and,
to
a
lesser
degree,
the
aerospace,
defense,
oil,
and
gas
and
the
energy
end
markets.


• Communications
Solutions
—Our
net
sales
increased
12.4%
due
to
sales
increases
in
the
appliances
and
the
data
and
devices
end
markets.


• During
fiscal
2018,
our
shareholders
approved
a
dividend
payment
to
shareholders
of
$1.76
per
share,
payable
in
four
equal
quarterly
installments
of
$0.44
beginning
in
the
third
quarter
of
fiscal
2018
and
ending
in
the
second
quarter
of
fiscal
2019.


• Net
cash
provided
by
continuing
operating
activities
was
$2,301
million
in
fiscal
2018.

Outlook










In
the
first
quarter
of
fiscal
2019,
we
expect
our
net
sales
to
be
between
$3.33
billion
and
$3.43
billion
as
compared
to
$3.34
billion
in
the
first
quarter
of
fiscal
2018,
with
sales
increases
in
the
Industrial
Solutions
and
Communications
Solutions
segments.
Additional
information
regarding
expectations
for
our
reportable
segments
for
the
first
quarter
of
fiscal
2019
as
compared
to
the
same
period
of
fiscal
2018
is
as
follows:

• Transportation
Solutions
—We
expect
our
net
sales
increase
in
the
sensors
end
market
to
be
offset
by
sales
declines
in
the
automotive
end
market.
Our
net
sales
in
the
automotive
end
market
are
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expected
to
benefit
from
content
gains;
however,
this
growth
will
be
more
than
offset
by
the
negative
impact
of
foreign
currency
exchange
rates.
We
expect
global
automotive
production
to
decline
approximately
2%
in
the
first
quarter
of
fiscal
2019.

• Industrial
Solutions
—We
expect
our
net
sales
growth
to
be
driven
primarily
by
increased
sales
in
the
aerospace,
defense,
oil,
and
gas
and
the
industrial
equipment
end
markets.


• Communications
Solutions
—We
expect
net
sales
growth
primarily
as
a
result
of
increased
sales
in
the
data
and
devices
end
market.

In
the
first
quarter
of
fiscal
2019,
we
expect
diluted
earnings
per
share
from
continuing
operations
to
be
in
the
range
of
$1.09
to
$1.13
per
share.
This
outlook
reflects
the
negative
impact
of
foreign
currency
exchange
rates
on
net
sales
and
earnings
per
share
of
approximately
$75
million
and
$0.04
per
share,
respectively,
in
the
first
quarter
of
fiscal
2019
as
compared
to
the
same
period
of
fiscal
2018.









We
expect
our
net
sales
to
be
between
$13.9
billion
and
$14.3
billion
in
fiscal
2019
as
compared
to
$14.0
billion
in
fiscal
2018,
with
moderate
growth
in
all
segments.
Additional
information
regarding
expectations
for
our
reportable
segments
for
fiscal
2019
as
compared
to
fiscal
2018
is
as
follows:

• Transportation
Solutions
—We
expect
our
net
sales
increases
in
the
sensors
end
market
to
be
largely
offset
by
sales
declines
in
the
commercial
transportation
end
market.
Fiscal
2019
global
automotive
production
is
expected
to
be
consistent
with
fiscal
2018
levels.


• Industrial
Solutions
—We
expect
our
net
sales
to
increase
in
the
industrial
equipment
end
market
due
primarily
to
continued
growth
in
medical
applications
and
a
recent
acquisition.


• Communications
Solutions
—We
expect
net
sales
growth
due
primarily
to
sales
increases
in
the
data
and
devices
end
market.

We
expect
diluted
earnings
per
share
from
continuing
operations
to
be
in
the
range
of
$5.20
to
$5.40
per
share
in
fiscal
2019.
This
outlook
reflects
the
negative
impact
of
foreign
currency
exchange
rates
on
net
sales
and
earnings
per
share
of
approximately
$400
million
and
$0.16
per
share,
respectively,
in
fiscal
2019
as
compared
to
fiscal
2018.









The
above
outlook
is
based
on
foreign
currency
exchange
rates
and
commodity
prices
that
are
consistent
with
current
levels.









We
are
monitoring
the
current
macroeconomic
environment
and
its
potential
effects
on
our
customers
and
the
end
markets
we
serve.
We
continue
to
closely
manage
our
costs
in
line
with
economic
conditions.
Additionally,
we
are
managing
our
capital
resources
and
monitoring
capital
availability
to
ensure
that
we
have
sufficient
resources
to
fund
future
capital
needs.
See
further
discussion
in
"Liquidity
and
Capital
Resources."

Acquisitions










During
fiscal
2018,
we
acquired
two
businesses
for
a
combined
cash
purchase
price
of
$153
million,
net
of
cash
acquired.
The
acquisitions
were
reported
as
part
of
our
Industrial
Solutions
segment
from
the
date
of
acquisition.









We
acquired
two
businesses
during
fiscal
2017
for
a
combined
cash
purchase
price
of
$250
million,
net
of
cash
acquired.
The
acquisitions
were
reported
as
part
of
our
Transportation
Solutions
and
Industrial
Solutions
segments
from
the
date
of
acquisition.









In
fiscal
2016,
we
acquired
four
businesses,
including
the
Creganna
Medical
group
("Creganna"),
for
a
combined
cash
purchase
price
of
$1.3
billion,
net
of
cash
acquired.
The
acquisitions
were
reported
as
part
of
our
Industrial
Solutions
and
Transportation
Solutions
segments
from
the
date
of
acquisition.
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See
Note
5
to
the
Consolidated
Financial
Statements
for
additional
information
regarding
acquisitions.

Discontinued
Operations










On
September
16,
2018,
we
entered
into
a
definitive
agreement
to
sell
our
Subsea
Communications
("SubCom")
business
for
$325
million,
subject
to
a
final
working
capital
adjustment.
The
SubCom
business
met
the
held
for
sale
and
discontinued
operations
criteria
and
has
been
reported
as
such
in
all
periods
presented
on
the
Consolidated
Financial
Statements.
Prior
to
reclassification
to
discontinued
operations,
the
SubCom
business
was
included
in
the
Communications
Solutions
segment.









See
Notes
4
and
23
to
the
Consolidated
Financial
Statements
for
additional
information
regarding
discontinued
operations.

Divestiture










During
fiscal
2016,
we
sold
our
Circuit
Protection
Devices
("CPD")
business
for
net
cash
proceeds
of
$333
million.
We
recognized
a
pre-tax
gain
of
$144
million
on
the
transaction.
The
CPD
business
was
reported
as
part
of
the
Data
and
Devices
business
within
our
Communications
Solutions
segment.

Results
of
Operations


Net
Sales










The
following
table
presents
our
net
sales
and
the
percentage
of
total
net
sales
by
segment:









The
following
table
provides
an
analysis
of
the
change
in
our
net
sales
compared
to
the
prior
fiscal
year
by
segment:









Net
sales
increased
$1,803
million,
or
14.8%,
in
fiscal
2018
as
compared
to
fiscal
2017.
The
increase
in
net
sales
resulted
from
organic
net
sales
growth
of
9.2%,
the
positive
impact
of
foreign
currency
translation
of
3.6%
due
to
the
strengthening
of
certain
foreign
currencies,
and
sales
contributions
from
acquisitions
of
2.0%.
Organic
net
sales
were
adversely
affected
by
price
erosion
of
$180
million
in
fiscal
2018.
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 Fiscal 



 
 2018 
 2017 
 2016 



 
 ($
in
millions)
 

Transportation
Solutions 
 $ 8,290
 
 59% $ 7,039
 
 58% $ 6,503
 
 58%
Industrial
Solutions 
 
 3,856
 
 28
 
 3,507
 
 29
 
 3,215
 
 28

Communications
Solutions 
 
 1,842
 
 13
 
 1,639
 
 13
 
 1,634
 
 14

Total 
 $ 13,988
 
 100% $ 12,185
 
 100% $ 11,352
 
 100%



 
 Fiscal 



 
 2018 
 2017 



 
 Change
in
Net
Sales
versus
Prior
Fiscal
Year 
 Change
in
Net
Sales
versus
Prior
Fiscal
Year 




 

Net
Sales

Growth 


Organic
Net

Sales
Growth 
 Translation 
 Acquisitions 


Net
Sales

Growth 


Organic
Net

Sales
Growth 
 Translation 


Acquisitions

(Divestiture) 




 
 ($
in
millions)
 

Transportation
Solutions 
 $ 1,251
 
 17.8% $ 739
 
 10.5% $ 295
 $ 217
 $ 536
 
 8.2% $ 553
 
 8.5% $ (47) $ 30

Industrial
Solutions 
 
 349
 
 10.0
 
 207
 
 5.9
 
 110
 
 32
 
 292
 
 9.1
 
 50
 
 1.6
 
 (20) 
 262

Communications
Solutions 
 
 203
 
 12.4
 
 172
 
 10.5
 
 31
 
 —
 
 5
 
 0.3
 
 91
 
 5.7
 
 (16) 
 (70)
Total 
 $ 1,803
 
 14.8% $ 1,118
 
 9.2% $ 436
 $ 249
 $ 833
 
 7.3% $ 694
 
 6.1% $ (83) $ 222
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Net
sales
increased
$833
million,
or
7.3%,
in
fiscal
2017
as
compared
to
fiscal
2016.
The
increase
in
net
sales
resulted
from
organic
net
sales
growth
of
6.1%
and
net
sales
contributions
from
acquisitions
and
a
divestiture
of
1.9%,
partially
offset
by
the
negative
impact
of
foreign
currency
translation
of
0.7%
due
to
the
weakening
of
certain
foreign
currencies.
Organic
net
sales
were
adversely
affected
by
price
erosion
of
$218
million
in
fiscal
2017.
Fiscal
2016
included
an
additional
week
which
contributed
$227
million
in
net
sales.
The
impact
of
the
additional
week
was
estimated
using
an
average
weekly
sales
figure
for
the
last
month
of
the
fiscal
year.









See
further
discussion
of
net
sales
below
under
"Segment
Results."

        Net Sales by Geographic Region. 



Our
business
operates
in
three
geographic
regions—EMEA,
Asia–Pacific,
and
the
Americas—and
our
results
of
operations
are
influenced
by
changes
in
foreign
currency
exchange
rates.
Increases
or
decreases
in
the
value
of
the
U.S.
dollar,
compared
to
other
currencies,
will
directly
affect
our
reported
results
as
we
translate
those
currencies
into
U.S.
dollars
at
the
end
of
each
fiscal
period.
We
sell
our
products
into
approximately
140
countries,
and
approximately
60%
of
our
net
sales
were
invoiced
in
currencies
other
than
the
U.S.
dollar
in
fiscal
2018.
The
percentage
of
net
sales
in
fiscal
2018
by
major
currencies
invoiced
was
as
follows:









The
following
table
presents
our
net
sales
and
the
percentage
of
total
net
sales
by
geographic
region:









The
following
table
provides
an
analysis
of
the
change
in
our
net
sales
compared
to
the
prior
fiscal
year
by
geographic
region:
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Currencies 
 Percentage 

U.S.
dollar 
 
 40%
Euro 
 
 32

Chinese
renminbi 
 
 14

Japanese
yen 
 
 6

All
others 
 
 8

Total 
 
 100%



 
 Fiscal 



 
 2018 
 2017 
 2016 



 
 ($
in
millions)
 

EMEA 
 $ 5,255
 
 38%$ 4,399
 
 36%$ 4,114
 
 36%
Asia–Pacific 
 
 4,762
 
 34
 
 4,312
 
 35
 
 3,923
 
 35

Americas 
 
 3,971
 
 28
 
 3,474
 
 29
 
 3,315
 
 29

Total 
 $ 13,988
 
 100%$ 12,185
 
 100%$ 11,352
 
 100%



 
 Fiscal 



 
 2018 
 2017 



 
 Change
in
Net
Sales
versus
Prior
Fiscal
Year 
 Change
in
Net
Sales
versus
Prior
Fiscal
Year 




 

Net
Sales

Growth 


Organic
Net

Sales
Growth 
 Translation 
 Acquisitions 


Net
Sales

Growth 


Organic
Net

Sales
Growth 
 Translation 


Acquisitions

(Divestiture) 




 
 ($
in
millions)
 

EMEA 
 $ 856
 
 19.5% $ 330
 
 7.5% $ 332
 $ 194
 $ 285
 
 6.9% $ 140
 
 3.4% $ (24) $ 169

Asia–Pacific 
 
 450
 
 10.4
 
 318
 
 7.4
 
 117
 
 15
 
 389
 
 9.9
 
 498
 
 12.7
 
 (66) 
 (43)
Americas 
 
 497
 
 14.3
 
 470
 
 13.6
 
 (13) 
 40
 
 159
 
 4.8
 
 56
 
 1.7
 
 7
 
 96

Total 
 $ 1,803
 
 14.8% $ 1,118
 
 9.2% $ 436
 $ 249
 $ 833
 
 7.3% $ 694
 
 6.1% $ (83) $ 222
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Cost
of
Sales
and
Gross
Margin










The
following
table
presents
cost
of
sales
and
gross
margin
information:









In
fiscal
2018,
gross
margin
increased
$562
million
as
compared
to
fiscal
2017,
primarily
as
a
result
of
higher
volume
and
the
positive
impact
of
foreign
currency
translation,
partially
offset
by
price
erosion.
Gross
margin
as
a
percentage
of
net
sales
decreased
to
33.9%
in
fiscal
2018
from
34.3%
in
fiscal
2017.
Gross
margin
increased
$356
million
in
fiscal
2017
as
compared
to
fiscal
2016
due
primarily
to
higher
volume
and
lower
material
costs,
partially
offset
by
price
erosion.
Gross
margin
as
a
percentage
of
net
sales
increased
to
34.3%
in
fiscal
2017
from
33.7%
in
fiscal
2016.









Cost
of
sales
and
gross
margin
are
subject
to
variability
in
raw
material
prices
which
continue
to
fluctuate
for
many
of
the
raw
materials
used
in
the
manufacture
of
our
products.
In
fiscal
2018,
we
purchased
approximately
195
million
pounds
of
copper,
139,000
troy
ounces
of
gold,
and
2.8
million
troy
ounces
of
silver.
The
following
table
presents
the
average
prices
incurred
related
to
copper,
gold,
and
silver.









In
fiscal
2019,
we
expect
to
purchase
approximately
210
million
pounds
of
copper,
140,000
troy
ounces
of
gold,
and
2.8
million
troy
ounces
of
silver.

Operating
Expenses










The
following
table
presents
operating
expense
information:

        Selling, General, and Administrative Expenses. 



In
fiscal
2018,
selling,
general,
and
administrative
expenses
increased
$51
million
as
compared
to
fiscal
2017
due
primarily
to
increased
selling
expenses
to
support
higher
sales
levels
and
incremental
expenses
attributable
to
recently
acquired
businesses,
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 Fiscal




Fiscal

2018

versus

2017 


Fiscal

2017

versus

2016






 
 2018 
 2017 
 2016 



 
 ($
in
millions)
 

Cost
of
sales 
 $ 9,243
 $ 8,002
 $ 7,525
 $ 1,241
 $ 477

As
a
percentage
of
net
sales 
 
 66.1% 
 65.7% 
 66.3% 
 

 
 



Gross
margin 
 $ 4,745
 $ 4,183
 $ 3,827(1) $ 562
 $ 356

As
a
percentage
of
net
sales 
 
 33.9% 
 34.3% 
 33.7% 
 

 
 



(1) Fiscal
2016
included
an
additional
week
which
contributed
$86
million
in
gross
margin.



 
 

 
 Fiscal 



 
 Measure 
 2018 
 2017 
 2016 

Copper 
 Lb.
 $ 2.86
 $ 2.48
 $ 2.49

Gold 
 Troy
oz.
 
 1,281
 
 1,229
 
 1,212

Silver 
 Troy
oz.
 
 17.15
 
 16.75
 
 16.08




 
 Fiscal




Fiscal

2018

versus

2017 


Fiscal

2017

versus

2016






 
 2018 
 2017 
 2016 



 
 ($
in
millions)
 

Selling,
general,
and
administrative
expenses 
 $ 1,594
 $ 1,543
 $ 1,396
 $ 51
 $ 147

As
a
percentage
of
net
sales 
 
 11.4% 
 12.7% 
 12.3% 
 

 
 



Research,
development,
and
engineering
expenses 
 $ 680
 $ 611
 $ 603
 $ 69
 $ 8

Restructuring
and
other
charges
(credits),
net 
 
 126
 
 147
 
 (2) 
 (21) 
 149




Table
of
Contents

partially
offset
by
lower
incentive
compensation
costs
and
a
gain
on
the
sale
of
certain
assets.
Selling,
general,
and
administrative
expenses
increased
$147
million
in
fiscal
2017
as
compared
to
fiscal
2016
primarily
as
a
result
of
increased
incentive
compensation
costs,
increased
selling
expenses
to
support
higher
sales
levels,
and
increased
costs
associated
with
long-term
expense
reduction
initiatives.

        Research, Development, and Engineering Expenses. 



In
fiscal
2018,
research,
development,
and
engineering
expenses
increased
$69
million
as
compared
to
fiscal
2017
due
to
costs
related
to
growth
initiatives,
primarily
in
the
Transportation
Solutions
segment.

        Restructuring and Other Charges (Credits), Net. 



We
are
committed
to
continuous
productivity
improvements,
and
we
evaluate
opportunities
to
simplify
our
global
manufacturing
footprint,
migrate
facilities
to
lower-cost
regions,
reduce
fixed
costs,
and
eliminate
excess
capacity.
These
initiatives
are
designed
to
help
us
maintain
our
competitiveness
in
the
industry,
improve
our
operating
leverage,
and
position
us
for
future
growth.









During
fiscal
2018,
we
initiated
a
restructuring
program
associated
with
footprint
consolidation
and
structural
improvements
primarily
impacting
the
Industrial
Solutions
and
Transportation
Solutions
segments.
During
fiscal
2017,
we
initiated
a
restructuring
program
associated
with
footprint
consolidation
related
to
recent
acquisitions
and
structural
improvements
impacting
all
segments.
During
fiscal
2016,
we
initiated
a
restructuring
program
associated
with
headcount
reductions
impacting
all
segments
and
product
line
closures
in
the
Communications
Solutions
segment.









In
connection
with
these
initiatives,
we
recorded
net
restructuring
charges
of
$140
million,
$146
million,
and
$121
million
in
fiscal
2018,
2017,
and
2016,
respectively.
Annualized
cost
savings
related
to
actions
initiated
in
fiscal
2018
are
expected
to
be
approximately
$125
million
and
are
expected
to
be
realized
by
the
end
of
fiscal
2020.
Cost
savings
will
be
reflected
primarily
in
cost
of
sales
and
selling,
general,
and
administrative
expenses.
During
fiscal
2019,
we
expect
net
restructuring
charges
to
be
similar
to
fiscal
2018
levels
and
we
expect
total
spending,
which
will
be
funded
with
cash
from
operations,
to
be
approximately
$140
million.









During
fiscal
2016,
we
recognized
a
pre-tax
gain
of
$144
million
on
the
sale
of
our
CPD
business.









See
Note
3
to
the
Consolidated
Financial
Statements
for
additional
information
regarding
net
restructuring
and
other
charges
(credits).

Operating
Income










The
following
table
presents
operating
income
and
operating
margin
information:
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 Fiscal




Fiscal

2018

versus

2017 


Fiscal

2017

versus

2016






 
 2018 
 2017 
 2016 



 
 ($
in
millions)
 

Operating
income 
 $ 2,331
 $ 1,876
 $ 1,808(1) $ 455
 $ 68

Operating
margin 
 
 16.7% 
 15.4% 
 15.9% 
 

 
 



(1) Fiscal
2016
included
an
additional
week
which
contributed
$53
million
in
operating
income.
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Operating
income
included
the
following:









See
discussion
of
operating
income
below
under
"Segment
Results."

Non-Operating
Items










The
following
table
presents
select
non-operating
information:

        Other Income (Expense), Net. 



In
fiscal
2016,
we
recorded
net
other
expense
primarily
pursuant
to
the
Tax
Sharing
Agreement
with
Tyco
International
plc
("Tyco
International")
and
Covidien
plc
("Covidien").
See
Note
16
to
the
Consolidated
Financial
Statements
for
further
information
regarding
net
other
income
(expense).

        Income Taxes. 



See
Note
15
to
the
Consolidated
Financial
Statements
for
information
regarding
items
impacting
income
tax
expense
(benefit)
and
the
effective
tax
rate
for
fiscal
2018,
2017,
and
2016
and
information
regarding
the
Tax
Cuts
and
Jobs
Act
(the
"Act").
We
do
not
expect
a
significant
change
in
our
effective
tax
rate
on
future
results
of
operations
as
a
result
of
the
Act.









The
valuation
allowance
for
deferred
tax
assets
was
$2,191
million
and
$3,627
million
at
fiscal
year
end
2018
and
2017,
respectively.
See
Note
15
to
the
Consolidated
Financial
Statements
for
further
information
regarding
the
valuation
allowance
for
deferred
tax
assets.









As
of
fiscal
year
end
2018,
certain
subsidiaries
had
approximately
$23
billion
of
cumulative
undistributed
earnings
that
have
been
retained
indefinitely
and
reinvested
in
our
global
manufacturing
operations,
including
working
capital;
property,
plant,
and
equipment;
intangible
assets;
and
research
and
development
activities.
See
Note
15
to
the
Consolidated
Financial
Statements
for
additional
information
regarding
undistributed
earnings.

        Income (Loss) from Discontinued Operations, Net of Income Taxes. 



On
September
16,
2018,
we
entered
into
a
definitive
agreement
to
sell
our
SubCom
business.
The
net
sales
of
the
business
were
$702
million,
$928
million,
$886
million
in
fiscal
2018,
2017,
and
2016,
respectively.
In
fiscal
2018,
net
sales
and
operating
income
were
negatively
impacted
by
production
delays
on
a
program.
In
fiscal
2017,
net
sales
increased
as
a
result
of
higher
project
activity
and
operating
income
was
positively
impacted
by
lower
material
costs
and
improved
manufacturing
productivity
as
compared
to
fiscal
2016.
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 Fiscal 



 
 2018 
 2017 
 2016 



 
 (in
millions)
 

Acquisition
related
charges: 
 
 

 
 

 
 


Acquisition
and
integration
costs 
 $ 14
 $ 6
 $ 22

Charges
associated
with
the
amortization
of
acquisition-related
fair
value
adjustments 
 
 8
 
 5
 
 10



 
 22
 
 11
 
 32


Restructuring
and
other
charges
(credits),
net 
 
 126
 
 147
 
 (2)
Total 
 $ 148
 $ 158
 $ 30




 
 Fiscal




Fiscal

2018

versus

2017 


Fiscal

2017

versus

2016






 
 2018 
 2017 
 2016 



 
 ($
in
millions)
 

Other
income
(expense),
net 
 $ 1
 $ (42) $ (677) $ 43
 $ 635


Income
tax
expense
(benefit) 
 
 (344) 
 180
 
 (826) 
 (524) 
 1,006

Effective
tax
rate 
 
 (15.4)% 
 10.5% 
 (80.9)% 
 

 
 



Income
(loss)
from
discontinued
operations,
net
of
income
taxes 
 $ (19) $ 143
 $ 162
 $ (162) $ (19)
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In
connection
with
the
sale
of
the
SubCom
business,
in
fiscal
2018,
we
recorded
a
pre-tax
impairment
charge
of
$19
million,
which
is
included
in
income
(loss)
from
discontinued
operations
on
the
Consolidated
Statement
of
Operations,
to
write
the
carrying
value
of
the
business
down
to
its
estimated
fair
value
less
costs
to
sell.
We
expect
to
incur
a
pre-tax
loss
on
sale
of
approximately
$90
million,
related
primarily
to
the
recognition
of
cumulative
translation
adjustment
losses
and
certain
guarantee
liabilities,
which
will
be
presented
in
income
(loss)
from
discontinued
operations
on
the
Consolidated
Statement
of
Operations.
In
November
2018,
we
completed
the
sale
of
the
SubCom
business
for
$325
million.
The
proceeds
received
are
subject
to
a
final
working
capital
adjustment.









During
fiscal
2016,
we
settled
a
lawsuit
with
the
former
shareholders
of
Com-Net,
which
we
acquired
in
fiscal
2001,
and
recorded
pre-tax
credits
of
$30
million
representing
a
release
of
excess
reserves.
This
amount
was
reflected
in
income
(loss)
from
discontinued
operations
on
the
Consolidated
Statement
of
Operations
as
the
Com-Net
case
was
associated
with
our
former
Wireless
Systems
business
which
was
sold
in
fiscal
2009.
Also
during
fiscal
2016,
we
recognized
an
additional
pre-tax
gain
of
$29
million
on
the
fiscal
2015
divestiture
of
our
Broadband
Network
Solutions
("BNS")
business,
related
primarily
to
pension
and
net
working
capital
adjustments.









See
Notes
4
and
23
to
the
Consolidated
Financial
Statements
for
additional
information
regarding
discontinued
operations.

Segment
Results


Transportation
Solutions


        Net Sales. 



The
following
table
presents
the
Transportation
Solutions
segment's
net
sales
and
the
percentage
of
total
net
sales
by
primary
industry
end
market
(1)
:









The
following
table
provides
an
analysis
of
the
change
in
the
Transportation
Solutions
segment's
net
sales
compared
to
the
prior
fiscal
year
by
primary
industry
end
market:









In
fiscal
2018,
net
sales
in
the
Transportation
Solutions
segment
increased
$1,251
million,
or
17.8%,
from
fiscal
2017
due
to
organic
net
sales
growth
of
10.5%,
the
positive
impact
of
foreign
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 Fiscal 



 
 2018 
 2017 
 2016 



 
 ($
in
millions)
 

Automotive 
 $ 6,092
 
 74% $ 5,228
 
 74% $ 4,912
 
 75%
Commercial
transportation 
 
 1,280
 
 15
 
 997
 
 14
 
 825
 
 13

Sensors 
 
 918
 
 11
 
 814
 
 12
 
 766
 
 12

Total 
 $ 8,290
 
 100% $ 7,039
 
 100% $ 6,503
 
 100%

(1) Industry
end
market
information
is
presented
consistently
with
our
internal
management
reporting
and
may
be
revised
periodically
as
management
deems
necessary.



 
 Fiscal 



 
 2018 
 2017 



 
 Change
in
Net
Sales
versus
Prior
Fiscal
Year 
 Change
in
Net
Sales
versus
Prior
Fiscal
Year 




 

Net
Sales

Growth 


Organic
Net

Sales
Growth 
 Translation 
 Acquisition 


Net
Sales

Growth 


Organic
Net

Sales
Growth 
 Translation 
 Acquisition 




 
 ($
in
millions)
 

Automotive 
 $ 864
 
 16.5%$ 434
 
 8.2%$ 213
 $ 217
 $ 316
 
 6.4%$ 349
 
 7.1%$ (33) $ —

Commercial
transportation 
 
 283
 
 28.4
 
 233
 
 23.2
 
 50
 
 —
 
 172
 
 20.8
 
 181
 
 21.9
 
 (9) 
 —


Sensors 
 
 104
 
 12.8
 
 72
 
 8.9
 
 32
 
 —
 
 48
 
 6.3
 
 23
 
 3.0
 
 (5) 
 30

Total 
 $ 1,251
 
 17.8%$ 739
 
 10.5%$ 295
 $ 217
 $ 536
 
 8.2%$ 553
 
 8.5%$ (47) $ 30
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currency
translation
of
4.2%,
and
sales
contributions
from
an
acquisition
of
3.1%.
Our
organic
net
sales
by
primary
industry
end
market
were
as
follows:

• Automotive
—Our
organic
net
sales
increased
8.2%
in
fiscal
2018
with
growth
of
16.0%
in
the
Americas
region,
8.3%
in
the
EMEA
region,
and
5.0%
in
the
Asia–Pacific
region.
Our
growth
in
the
Americas
region
resulted
from
electronification
and
market
share
gains
in
North
America
and
market
growth
in
South
America.
In
the
EMEA
region,
our
growth
was
driven
by
market
growth,
electronification,
and
market
share
gains.
Our
growth
in
the
Asia–Pacific
region
was
driven
by
market
share
gains
and
electronification.


• Commercial
transportation
—Our
organic
net
sales
increased
23.2%
in
fiscal
2018
with
growth
in
all
regions
due
primarily
to
strength
in
the
heavy
truck,
construction,
and
agriculture
markets.


• Sensors
—Our
organic
net
sales
increased
8.9%
in
fiscal
2018
primarily
as
a
result
of
growth
in
the
commercial
transportation,
industrial
equipment,
and
automotive
markets.









Net
sales
in
the
Transportation
Solutions
segment
increased
$536
million,
or
8.2%,
in
fiscal
2017
from
fiscal
2016
primarily
as
a
result
of
organic
net
sales
growth
of
8.5%.
Fiscal
2016
included
an
additional
week
which
contributed
$130
million
in
net
sales.
Our
organic
net
sales
by
primary
industry
end
market
were
as
follows:

• Automotive
—Our
organic
net
sales
increased
7.1%
in
fiscal
2017.
The
increase
resulted
from
growth
of
11.1%
in
the
Asia–Pacific
region,
5.6%
in
the
EMEA
region,
and
1.4%
in
the
Americas
region.
Our
growth
in
the
Asia–Pacific
region
was
driven
by
increased
demand
in
China
resulting
from
a
tax
incentive
program,
market
share
gains,
and
increased
electronification.
In
the
EMEA
region,
our
organic
net
sales
growth
was
driven
by
market
growth,
electronification,
and
new
model
launches.
Our
growth
in
the
Americas
region
resulted
from
continued
market
recovery
in
South
America.


• Commercial
transportation
—Our
organic
net
sales
increased
21.9%
in
fiscal
2017
primarily
as
a
result
of
growth
in
the
heavy
truck
market
in
all
regions
and
content
gains
in
China.


• Sensors
—Our
organic
net
sales
increased
3.0%
in
fiscal
2017
due
primarily
to
growth
in
the
industrial
equipment
and
commercial
transportation
markets,
partially
offset
by
declines
in
the
data
and
devices
market.

        Operating Income. 



The
following
table
presents
the
Transportation
Solutions
segment's
operating
income
and
operating
margin
information:









Operating
income
in
the
Transportation
Solutions
segment
increased
$284
million
in
fiscal
2018
as
compared
to
fiscal
2017.
In
fiscal
2017,
operating
income
in
the
Transportation
Solutions
segment
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 Fiscal




Fiscal

2018

versus

2017 


Fiscal

2017

versus

2016






 
 2018 
 2017 
 2016 



 
 ($
in
millions)
 

Operating
income 
 $ 1,578
 $ 1,294
 $ 1,209
 $ 284
 $ 85

Operating
margin 
 
 19.0% 
 18.4% 
 18.6% 
 

 
 





Table
of
Contents

increased
$85
million
from
fiscal
2016.
The
Transportation
Solutions
segment's
operating
income
included
the
following:

Excluding
these
items,
operating
income
increased
in
fiscal
2018
primarily
as
a
result
of
higher
volume
and,
to
a
lesser
degree,
lower
material
costs,
partially
offset
by
price
erosion.
Excluding
these
items,
operating
income
increased
in
fiscal
2017
primarily
as
a
result
of
higher
volume,
partially
offset
by
price
erosion.

Industrial
Solutions


        Net Sales. 



The
following
table
presents
the
Industrial
Solutions
segment's
net
sales
and
the
percentage
of
total
net
sales
by
primary
industry
end
market
(1)
:









The
following
table
provides
an
analysis
of
the
change
in
the
Industrial
Solutions
segment's
net
sales
compared
to
the
prior
fiscal
year
by
primary
industry
end
market:









Net
sales
in
the
Industrial
Solutions
segment
increased
$349
million,
or
10.0%,
in
fiscal
2018
as
compared
to
fiscal
2017
due
to
organic
net
sales
growth
of
5.9%,
the
positive
impact
of
foreign
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 Fiscal 



 
 2018 
 2017 
 2016 



 
 (in
millions)
 

Acquisition
related
charges: 
 
 

 
 

 
 


Acquisition
and
integration
costs 
 $ 8
 $ 3
 $ 9

Charges
associated
with
the
amortization
of
acquisition-related
fair
value
adjustments 
 
 4
 
 —
 
 —



 
 12
 
 3
 
 9

Restructuring
and
other
charges,
net 
 
 33
 
 69
 
 47

Total 
 $ 45
 $ 72
 $ 56




 
 Fiscal 



 
 2018 
 2017 
 2016 



 
 ($
in
millions)
 

Industrial
equipment 
 $ 1,987
 
 52% $ 1,747
 
 50% $ 1,419
 
 44%
Aerospace,
defense,
oil,
and
gas 
 
 1,157
 
 30
 
 1,075
 
 31
 
 1,100
 
 34

Energy 
 
 712
 
 18
 
 685
 
 19
 
 696
 
 22

Total 
 $ 3,856
 
 100% $ 3,507
 
 100% $ 3,215
 
 100%

(1) Industry
end
market
information
is
presented
consistently
with
our
internal
management
reporting
and
may
be
revised
periodically
as
management
deems
necessary.



 
 Fiscal 



 
 2018 
 2017 



 
 Change
in
Net
Sales
versus
Prior
Fiscal
Year 
 Change
in
Net
Sales
versus
Prior
Fiscal
Year 




 

Net
Sales

Growth 


Organic
Net

Sales
Growth 
 Translation 
 Acquisitions 


Net
Sales

Growth 


Organic
Net

Sales
Growth 
 Translation 
 Acquisitions 




 
 ($
in
millions)
 

Industrial
equipment 
 $ 240
 
 13.7%$ 150
 
 8.6%$ 58
 $ 32
 $ 328
 
 23.1%$ 77
 
 5.5%$ (10) $ 261

Aerospace,
defense,
oil,
and
gas 
 
 82
 
 7.6
 
 51
 
 4.7
 
 31
 
 —
 
 (25) 
 (2.3) 
 (19) 
 (1.7) 
 (7) 
 1


Energy 
 
 27
 
 3.9
 
 6
 
 0.9
 
 21
 
 —
 
 (11) 
 (1.6) 
 (8) 
 (1.0) 
 (3) 
 —

Total 
 $ 349
 
 10.0%$ 207
 
 5.9%$ 110
 $ 32
 $ 292
 
 9.1%$ 50
 
 1.6%$ (20) $ 262
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currency
translation
of
3.2%,
and
sales
contributions
from
acquisitions
of
0.9%.
Our
organic
net
sales
by
primary
industry
end
market
were
as
follows:

• Industrial
equipment
—Our
organic
net
sales
increased
8.6%
in
fiscal
2018
primarily
as
a
result
of
strength
in
factory
automation
and
controls
and
medical
applications.


• Aerospace,
defense,
oil,
and
gas
—Our
organic
net
sales
increased
4.7%
in
fiscal
2018
due
to
growth
in
the
commercial
aerospace,
defense,
and
oil
and
gas
markets.


• Energy
—Our
organic
net
sales
increased
0.9%
in
fiscal
2018
as
a
result
of
growth
in
the
Americas
region,
partially
offset
by
declines
in
the
EMEA
and
Asia–Pacific
regions.









In
the
Industrial
Solutions
segment,
net
sales
increased
$292
million,
or
9.1%,
in
fiscal
2017
from
fiscal
2016
due
to
sales
contributions
from
acquisitions
of
8.1%
and
organic
net
sales
growth
of
1.6%,
partially
offset
by
the
negative
impact
of
foreign
currency
translation
of
0.6%.
Fiscal
2016
included
an
additional
week
which
contributed
$65
million
in
net
sales.
Our
organic
net
sales
by
primary
industry
end
market
were
as
follows:

• Industrial
equipment
—Our
organic
net
sales
increased
5.5%
in
fiscal
2017
due
primarily
to
growth
in
factory
automation
and
controls
and
medical
applications.


• Aerospace,
defense,
oil,
and
gas
—Our
organic
net
sales
decreased
1.7%
in
fiscal
2017
due
to
continued
weakness
in
the
oil
and
gas
market
and
declines
in
our
sales
into
the
commercial
aerospace
market,
partially
offset
by
growth
in
the
defense
market.


• Energy
—Our
organic
net
sales
decreased
1.0%
in
fiscal
2017
due
to
declines
in
the
EMEA
and
Americas
regions,
partially
offset
by
growth
in
the
Asia–Pacific
region.

        Operating Income. 



The
following
table
presents
the
Industrial
Solutions
segment's
operating
income
and
operating
margin
information:









Operating
income
in
the
Industrial
Solutions
segment
increased
$101
million
in
fiscal
2018
as
compared
to
fiscal
2017
and
increased
$11
million
in
fiscal
2017
as
compared
to
fiscal
2016.
The
Industrial
Solutions
segment's
operating
income
included
the
following:
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 Fiscal




Fiscal

2018

versus

2017 


Fiscal

2017

versus

2016






 
 2018 
 2017 
 2016 



 
 ($
in
millions)
 

Operating
income 
 $ 465
 $ 364
 $ 353
 $ 101
 $ 11

Operating
margin 
 
 12.1% 
 10.4% 
 11.0% 
 

 
 





 
 Fiscal 



 
 2018 
 2017 
 2016 



 
 (in
millions)
 

Acquisition
related
charges: 
 
 

 
 

 
 


Acquisition
and
integration
costs 
 $ 6
 $ 3
 $ 13

Charges
associated
with
the
amortization
of
acquisition-related
fair
value
adjustments 
 
 4
 
 5
 
 10



 
 10
 
 8
 
 23

Restructuring
and
other
charges,
net 
 
 80
 
 74
 
 31

Total 
 $ 90
 $ 82
 $ 54
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Excluding
these
items,
operating
income
increased
in
fiscal
2018
due
primarily
to
higher
volume.
Excluding
these
items,
operating
income
increased
in
fiscal
2017
primarily
as
a
result
of
higher
volume,
partially
offset
by
price
erosion.

Communications
Solutions


        Net Sales. 



The
following
table
presents
the
Communications
Solutions
segment's
net
sales
and
the
percentage
of
total
net
sales
by
primary
industry
end
market
(1)
:









The
following
table
provides
an
analysis
of
the
change
in
the
Communications
Solutions
segment's
net
sales
compared
to
the
prior
fiscal
year
by
primary
industry
end
market:









In
fiscal
2018,
net
sales
in
the
Communications
Solutions
segment
increased
$203
million,
or
12.4%,
as
compared
to
fiscal
2017
due
to
organic
net
sales
growth
of
10.5%
and
the
positive
impact
of
foreign
currency
translation
of
1.9%.
Our
organic
net
sales
by
primary
industry
end
market
were
as
follows:

• Data
and
devices
—Our
organic
net
sales
increased
9.5%
in
fiscal
2018
as
a
result
of
growth
in
all
regions,
primarily
attributable
to
growth
in
high
speed
connectivity
in
data
center
applications.


• Appliances
—Our
organic
net
sales
increased
12.0%
in
fiscal
2018
as
a
result
of
growth
in
all
regions
and
market
share
gains.









Net
sales
in
the
Communications
Solutions
segment
increased
$5
million
in
fiscal
2017
as
compared
to
fiscal
2016.
Organic
net
sales
growth
of
5.7%
was
largely
offset
by
sales
declines
resulting
from
a
divestiture
of
4.3%
and
the
negative
impact
of
foreign
currency
translation
of
1.1%.
Fiscal
2016
included
an
additional
week
which
contributed
$32
million
in
net
sales.
Our
organic
net
sales
by
primary
industry
end
market
were
as
follows:

• Data
and
devices
—Our
organic
net
sales
increased
2.3%
in
fiscal
2017
primarily
as
a
result
of
increased
sales
to
cloud
infrastructure
customers,
partially
offset
by
sales
declines
resulting
from
weakness
in
the
wireless
market.


• Appliances
—Our
organic
net
sales
increased
10.8%
in
fiscal
2017
due
primarily
to
growth
in
the
Asia–Pacific
region
as
a
result
of
increased
market
demand
and
share
gains.
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 Fiscal 



 
 2018 
 2017 
 2016 



 
 ($
in
millions)
 

Data
and
devices 
 $ 1,068
 
 58% $ 963
 
 59% $ 1,019
 
 62%
Appliances 
 
 774
 
 42
 
 676
 
 41
 
 615
 
 38

Total 
 $ 1,842
 
 100% $ 1,639
 
 100% $ 1,634
 
 100%

(1) Industry
end
market
information
is
presented
consistently
with
our
internal
management
reporting
and
may
be
revised
periodically
as
management
deems
necessary.



 
 Fiscal 



 
 2018 
 2017 



 
 Change
in
Net
Sales
versus
Prior
Fiscal
Year 
 Change
in
Net
Sales
versus
Prior
Fiscal
Year 




 

Net
Sales

Growth 


Organic
Net

Sales
Growth 
 Translation 


Net
Sales

Growth 


Organic
Net

Sales
Growth 
 Translation 
 Divestiture 




 
 ($
in
millions)
 

Data
and
devices 
 $ 105
 
 10.9% $ 91
 
 9.5% $ 14
 $ (56) 
 (5.5)% $ 24
 
 2.3% $ (10) $ (70)
Appliances 
 
 98
 
 14.5
 
 81
 
 12.0
 
 17
 
 61
 
 9.9
 
 67
 
 10.8
 
 (6) 
 —

Total 
 $ 203
 
 12.4% $ 172
 
 10.5% $ 31
 $ 5
 
 0.3% $ 91
 
 5.7% $ (16) $ (70)
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        Operating Income. 



The
following
table
presents
the
Communications
Solutions
segment's
operating
income
and
operating
margin
information:









In
the
Communications
Solutions
segment,
operating
income
increased
$70
million
in
fiscal
2018
as
compared
to
fiscal
2017
and
decreased
$28
million
in
fiscal
2017
as
compared
to
fiscal
2016.
The
Communications
Solutions
segment's
operating
income
included
the
following:

Excluding
these
items,
operating
income
increased
in
both
fiscal
2018
and
2017
due
primarily
to
higher
volume
and
improved
manufacturing
productivity,
partially
offset
by
price
erosion.

Liquidity
and
Capital
Resources










Our
ability
to
fund
our
future
capital
needs
will
be
affected
by
our
ability
to
continue
to
generate
cash
from
operations
and
may
be
affected
by
our
ability
to
access
the
capital
markets,
money
markets,
or
other
sources
of
funding,
as
well
as
the
capacity
and
terms
of
our
financing
arrangements.
We
believe
that
cash
generated
from
operations
and,
to
the
extent
necessary,
these
other
sources
of
potential
funding
will
be
sufficient
to
meet
our
anticipated
capital
needs
for
the
foreseeable
future,
including
the
payment
of
$325
million
of
2.375%
senior
notes
and
$250
million
of
2.35%
senior
notes
due
in
fiscal
2019.
We
may
use
excess
cash
to
purchase
a
portion
of
our
common
shares
pursuant
to
our
authorized
share
repurchase
program,
to
acquire
strategic
businesses
or
product
lines,
to
pay
dividends
on
our
common
shares,
or
to
reduce
our
outstanding
debt.
The
cost
or
availability
of
future
funding
may
be
impacted
by
financial
market
conditions.
We
will
continue
to
monitor
financial
markets
and
respond
as
necessary
to
changing
conditions.









As
of
fiscal
year
end
2018,
our
cash
and
cash
equivalents
were
held
in
subsidiaries
which
are
located
in
various
countries
throughout
the
world.
Under
current
applicable
laws,
substantially
all
of
these
amounts
can
be
repatriated
to
Tyco
Electronics
Group
S.A.
("TEGSA"),
our
Luxembourg
subsidiary,
which
is
the
obligor
of
substantially
all
of
our
debt,
and
to
TE
Connectivity
Ltd.,
our
Swiss
parent
company;
however,
the
repatriation
of
these
amounts
could
subject
us
to
additional
tax
expense.
We
provide
for
tax
liabilities
on
the
Consolidated
Financial
Statements
with
respect
to
amounts
that
we
expect
to
repatriate;
however,
no
tax
liabilities
are
recorded
for
amounts
that
we
consider
to
be
retained
indefinitely
and
reinvested
in
our
global
manufacturing
operations.
As
of
fiscal
year
end
2018,
we
had
approximately
$11.6
billion
of
cash,
cash
equivalents,
and
intercompany
deposits,
principally
in
our
subsidiaries,
that
we
have
the
ability
to
distribute
to
TEGSA
and
TE
Connectivity
Ltd.
but
we
consider
to
be
permanently
reinvested.
We
estimate
that
up
to
$0.9
billion
of
tax
expense
would
be
recognized
on
the
Consolidated
Financial
Statements
if
our
intention
to
permanently
reinvest
these
amounts
were
to
change.
Our
current
plans
do
not
demonstrate
a
need
to
repatriate
cash,
cash
equivalents,
and
intercompany
deposits
that
are
designated
as
permanently
reinvested
in
order
to
fund
our
operations,
including
investing
and
financing
activities.
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 Fiscal




Fiscal

2018

versus

2017 


Fiscal

2017

versus

2016






 
 2018 
 2017 
 2016 



 
 ($
in
millions)
 

Operating
income 
 $ 288
 $ 218
 $ 246
 $ 70
 $ (28)
Operating
margin 
 
 15.6% 
 13.3% 
 15.1% 
 

 
 





 
 Fiscal 



 
 2018 
 2017 
 2016 



 
 (in
millions)
 


Restructuring
and
other
charges
(credits),
net 
 $ 13
 $ 4
 $ (80)
(1)

(1) Includes
pre-tax
gain
of
$144
million
on
the
sale
of
our
CPD
business
during
fiscal
2016.
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Cash
Flows
from
Operating
Activities










Net
cash
provided
by
continuing
operating
activities
increased
$28
million
to
$2,301
million
in
fiscal
2018
as
compared
to
$2,273
million
in
fiscal
2017.
The
increase
resulted
primarily
from
higher
pre-tax
income
levels,
substantially
offset
by
the
impact
of
higher
working
capital
to
support
increased
business
levels
and
increased
incentive
compensation
payments.









Net
cash
provided
by
continuing
operating
activities
increased
$340
million
to
$2,273
million
in
fiscal
2017
as
compared
to
$1,933
million
in
fiscal
2016.
The
increase
resulted
primarily
from
higher
pre-tax
income
levels,
an
increase
in
accrued
and
other
current
liabilities
related
primarily
to
incentive
compensation,
and
a
decrease
in
net
payments
related
to
pre-separation
tax
matters,
partially
offset
by
the
impact
of
increased
sales
on
accounts
receivable
levels.









The
amount
of
income
taxes
paid,
net
of
refunds,
during
fiscal
2018,
2017,
and
2016
was
$393
million,
$323
million,
and
$806
million,
respectively.
In
fiscal
2017
and
2016,
these
amounts
included
refunds
of
$23
million
and
payments
of
$471
million,
respectively,
related
to
pre-separation
tax
matters.
During
fiscal
2016,
we
received
net
reimbursements
of
$321
million
from
Tyco
International
and
Covidien
pursuant
to
their
indemnifications
for
pre-separation
tax
matters.
We
do
not
expect
a
significant
change
in
our
income
tax
payments
as
a
result
of
the
Tax
Cuts
and
Jobs
Act.









See
Note
15
to
the
Consolidated
Financial
Statements
for
further
information
regarding
the
Tax
Sharing
Agreement
and
payments
related
to
pre-separation
tax
matters.









Pension
contributions
in
fiscal
2018,
2017,
and
2016
were
$54
million,
$48
million,
and
$67
million,
respectively.
We
expect
pension
contributions
to
be
$47
million
in
fiscal
2019,
before
consideration
of
any
voluntary
contributions.

Cash
Flows
from
Investing
Activities










Capital
expenditures
were
$935
million,
$679
million,
and
$603
million
in
fiscal
2018,
2017,
and
2016,
respectively.
Capital
spending
increased
in
fiscal
2018
as
a
result
of
increased
investments
in
growth
initiatives,
primarily
in
the
Transportation
Solutions
segment.
We
expect
fiscal
2019
capital
spending
levels
to
be
approximately
5-6%
of
net
sales.
We
believe
our
capital
funding
levels
are
adequate
to
support
new
programs,
and
we
continue
to
invest
in
our
manufacturing
infrastructure
to
further
enhance
productivity
and
manufacturing
capabilities.









During
fiscal
2018,
we
acquired
two
businesses
for
a
combined
cash
purchase
price
of
$153
million,
net
of
cash
acquired.
We
acquired
two
businesses
during
fiscal
2017
for
a
combined
cash
purchase
price
of
$250
million,
net
of
cash
acquired.
In
fiscal
2016,
we
acquired
four
businesses,
including
Creganna,
for
a
combined
cash
purchase
price
of
$1.3
billion,
net
of
cash
acquired.
See
Note
5
to
the
Consolidated
Financial
Statements
for
additional
information
regarding
acquisitions.









During
fiscal
2016,
we
received
net
cash
proceeds
of
$333
million
related
to
the
sale
of
our
CPD
business.
See
Note
3
to
the
Consolidated
Financial
Statements
for
further
information.

Cash
Flows
from
Financing
Activities
and
Capitalization










Total
debt
at
fiscal
year
end
2018
and
2017
was
$4,000
million
and
$4,344
million,
respectively.
See
Note
11
to
the
Consolidated
Financial
Statements
for
additional
information
regarding
debt.









TEGSA,
our
100%-owned
subsidiary,
has
a
five-year
unsecured
senior
revolving
credit
facility
("Credit
Facility")
with
a
maturity
date
of
December
2020
and
total
commitments
of
$1,500
million.
TEGSA
had
no
borrowings
under
the
Credit
Facility
at
fiscal
year
end
2018
or
2017.









The
Credit
Facility
contains
a
financial
ratio
covenant
providing
that
if,
as
of
the
last
day
of
each
fiscal
quarter,
our
ratio
of
Consolidated
Total
Debt
to
Consolidated
EBITDA
(as
defined
in
the
Credit
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Facility)
for
the
then
most
recently
concluded
period
of
four
consecutive
fiscal
quarters
exceeds
3.75
to
1.0,
an
Event
of
Default
(as
defined
in
the
Credit
Facility)
is
triggered.
The
Credit
Facility
and
our
other
debt
agreements
contain
other
customary
covenants.
None
of
our
covenants
are
presently
considered
restrictive
to
our
operations.
As
of
fiscal
year
end
2018,
we
were
in
compliance
with
all
of
our
debt
covenants
and
believe
that
we
will
continue
to
be
in
compliance
with
our
existing
covenants
for
the
foreseeable
future.









Periodically,
TEGSA
issues
commercial
paper
to
U.S.
institutional
accredited
investors
and
qualified
institutional
buyers
in
accordance
with
available
exemptions
from
the
registration
requirements
of
the
Securities
Act
of
1933
as
part
of
our
ongoing
effort
to
maintain
financial
flexibility
and
to
potentially
decrease
the
cost
of
borrowings.
Borrowings
under
the
commercial
paper
program
are
backed
by
the
Credit
Facility.









TEGSA's
payment
obligations
under
its
senior
notes,
commercial
paper,
and
Credit
Facility
are
fully
and
unconditionally
guaranteed
by
its
parent,
TE
Connectivity
Ltd.









Payments
of
common
share
dividends
to
shareholders
were
$588
million,
$546
million,
and
$509
million
in
fiscal
2018,
2017,
and
2016,
respectively.
See
Note
18
to
the
Consolidated
Financial
Statements
for
additional
information
regarding
dividends
on
our
common
shares.









Future
dividends
on
our
common
shares,
if
any,
must
be
approved
by
our
shareholders.
In
exercising
their
discretion
to
recommend
to
the
shareholders
that
such
dividends
be
approved,
our
board
of
directors
will
consider
our
results
of
operations,
cash
requirements
and
surplus,
financial
condition,
statutory
requirements
of
applicable
law,
contractual
restrictions,
and
other
factors
that
they
may
deem
relevant.









During
fiscal
2018
and
2016,
our
board
of
directors
authorized
increases
of
$1.5
billion
and
$1.0
billion,
respectively,
in
the
share
repurchase
program.
We
repurchased
approximately
10
million
of
our
common
shares
for
$966
million,
8
million
of
our
common
shares
for
$621
million,
and
43
million
of
our
common
shares
for
$2,610
million
under
the
share
repurchase
program
during
fiscal
2018,
2017,
and
2016,
respectively.
At
fiscal
year
end
2018,
we
had
$1.0
billion
of
availability
remaining
under
our
share
repurchase
authorization.

Commitments
and
Contingencies










The
following
table
provides
a
summary
of
our
contractual
obligations
and
commitments
for
debt,
minimum
lease
payment
obligations
under
non-cancelable
leases,
and
other
obligations
at
fiscal
year
end
2018:
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 Payments
Due
by
Fiscal
Year 



 
 Total 
 2019 
 2020 
 2021 
 2022 
 2023 
 Thereafter 



 
 (in
millions)
 


Debt
(1) 
 $ 4,021
 $ 963
 $ —
 $ 252
 $ 501
 $ 639
 $ 1,666

Interest
payments
on
debt
(2) 
 
 1,092
 
 119
 
 109
 
 103
 
 88
 
 79
 
 594

Operating
leases 
 
 403
 
 97
 
 76
 
 62
 
 48
 
 38
 
 82

Purchase
obligations
(3) 
 
 820
 
 798
 
 17
 
 2
 
 —
 
 —
 
 3

Total
contractual
cash
obligations
(4)(5)(6) 
 $ 6,336
 $ 1,977
 $ 202
 $ 419
 $ 637
 $ 756
 $ 2,345


(1) Debt
represents
principal
payments.
See
Note
11
to
the
Consolidated
Financial
Statements
for
additional
information
regarding
debt.


(2) Interest
payments
exclude
the
impact
of
our
interest
rate
swap
contracts.


(3) Purchase
obligations
consist
primarily
of
commitments
for
purchases
of
goods
and
services.
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Legal
Proceedings










In
the
normal
course
of
business,
we
are
subject
to
various
legal
proceedings
and
claims,
including
patent
infringement
claims,
product
liability
matters,
employment
disputes,
disputes
on
agreements,
other
commercial
disputes,
environmental
matters,
antitrust
claims,
and
tax
matters,
including
non-income
tax
matters
such
as
value
added
tax,
sales
and
use
tax,
real
estate
tax,
and
transfer
tax.
Although
it
is
not
feasible
to
predict
the
outcome
of
these
proceedings,
based
upon
our
experience,
current
information,
and
applicable
law,
we
do
not
expect
that
the
outcome
of
these
proceedings,
either
individually
or
in
the
aggregate,
will
have
a
material
effect
on
our
results
of
operations,
financial
position,
or
cash
flows.

Off-Balance
Sheet
Arrangements










In
certain
instances,
we
have
guaranteed
the
performance
of
third
parties
and
provided
financial
guarantees
for
uncompleted
work
and
financial
commitments.
The
terms
of
these
guarantees
vary
with
end
dates
ranging
from
fiscal
2019
through
the
completion
of
such
transactions.
The
guarantees
would
be
triggered
in
the
event
of
nonperformance,
and
the
potential
exposure
for
nonperformance
under
the
guarantees
would
not
have
a
material
effect
on
our
results
of
operations,
financial
position,
or
cash
flows.









In
disposing
of
assets
or
businesses,
we
often
provide
representations,
warranties,
and/or
indemnities
to
cover
various
risks
including
unknown
damage
to
assets,
environmental
risks
involved
in
the
sale
of
real
estate,
liability
for
investigation
and
remediation
of
environmental
contamination
at
waste
disposal
sites
and
manufacturing
facilities,
and
unidentified
tax
liabilities
and
legal
fees
related
to
periods
prior
to
disposition.
We
do
not
expect
that
these
uncertainties
will
have
a
material
adverse
effect
on
our
results
of
operations,
financial
position,
or
cash
flows.









At
fiscal
year
end
2018,
we
had
outstanding
letters
of
credit,
letters
of
guarantee,
and
surety
bonds
of
$275
million.









As
discussed
above,
in
September
2018,
we
entered
into
a
definitive
agreement
to
sell
our
SubCom
business.
Following
the
divestiture,
we
will
continue
to
honor
performance
guarantees
and
letters
of
credit
related
to
the
SubCom
business'
existing
projects.
These
existing
guarantees
have
a
combined
value
of
approximately
$1.7
billion
and
are
expected
to
expire
at
various
dates
through
fiscal
2025;
however,
the
majority
are
expected
to
expire
within
two
years.
Also,
under
the
terms
of
the
definitive
agreement,
we
are
required
to
issue
up
to
$300
million
of
new
performance
guarantees,
subject
to
certain
limitations,
for
projects
entered
into
by
the
SubCom
business
following
the
sale
for
a
period
of
up
to
three
years.
We
have
contractual
recourse
against
the
SubCom
business
if
we
are
required
to
perform
on
these
guarantees;
however,
based
on
historical
experience,
we
do
not
anticipate
having
to
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(4) The
above
table
does
not
reflect
unrecognized
income
tax
benefits
of
$566
million
and
related
accrued
interest
and
penalties
of
$60
million,
the
timing
of
which
is
uncertain.
See
Note
15
to
the
Consolidated
Financial
Statements
for
additional
information
regarding
unrecognized
income
tax
benefits,
interest,
and
penalties.


(5) The
above
table
does
not
reflect
pension
obligations
to
certain
employees
and
former
employees.
We
are
obligated
to
make
contributions
to
our
pension
plans;
however,
we
are
unable
to
determine
the
amount
of
plan
contributions
due
to
the
inherent
uncertainties
of
obligations
of
this
type,
including
timing,
interest
rate
charges,
investment
performance,
and
amounts
of
benefit
payments.
We
expect
to
contribute
$47
million
to
pension
plans
in
fiscal
2019,
before
consideration
of
any
voluntary
contributions.
See
Note
14
to
the
Consolidated
Financial
Statements
for
additional
information
regarding
these
plans
and
our
estimates
of
future
contributions
and
benefit
payments.


(6) Other
long-term
liabilities
of
$487
million
are
excluded
from
the
above
table
as
we
are
unable
to
estimate
the
timing
of
payment
for
these
items.
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perform.
See
Notes
4
and
23
to
the
Consolidated
Financial
Statements
for
additional
information
regarding
the
divestiture
of
the
SubCom
business.

Critical
Accounting
Policies
and
Estimates










The
preparation
of
the
Consolidated
Financial
Statements
in
conformity
with
GAAP
requires
management
to
make
estimates
and
assumptions
that
affect
the
reported
amounts
of
assets
and
liabilities,
the
disclosure
of
contingent
assets
and
liabilities,
and
the
reported
amounts
of
revenue
and
expenses.
Our
significant
accounting
policies
are
summarized
in
Note
2
to
the
Consolidated
Financial
Statements.
We
believe
the
following
accounting
policies
are
the
most
critical
as
they
require
significant
judgments
and
assumptions
that
involve
inherent
risks
and
uncertainties.
Management's
estimates
are
based
on
the
relevant
information
available
at
the
end
of
each
period.

Revenue
Recognition










Our
revenue
recognition
policies
are
in
accordance
with
Accounting
Standards
Codification
("ASC")
605,
Revenue
Recognition
.
Our
revenues
are
generated
principally
from
the
sale
of
our
products.
Revenue
from
the
sale
of
products
is
recognized
at
the
time
title
and
the
risks
and
rewards
of
ownership
pass
to
the
customer.
This
generally
occurs
when
the
products
reach
the
shipping
point,
the
sales
price
is
fixed
and
determinable,
and
collection
is
reasonably
assured.
A
reserve
for
estimated
returns
is
established
at
the
time
of
sale
based
on
historical
return
experience
and
is
recorded
as
a
reduction
of
sales.
Other
allowances
include
customer
quantity
and
price
discrepancies.
A
reserve
for
other
allowances
is
generally
established
at
the
time
of
sale
based
on
historical
experience
and
also
is
recorded
as
a
reduction
of
sales.









Contract
revenues
for
construction
related
projects,
which
are
generated
in
the
SubCom
business
which
is
reported
in
discontinued
operations,
are
recorded
primarily
using
the
percentage-of-completion
method.
Profits
recognized
on
contracts
in
process
are
based
upon
estimated
contract
revenue
and
related
cost
to
complete.
Percentage-of-completion
is
measured
based
on
the
ratio
of
actual
costs
incurred
to
total
estimated
costs.
Revisions
in
cost
estimates
as
contracts
progress
have
the
effect
of
increasing
or
decreasing
profits
in
the
current
period.
Provisions
for
anticipated
losses
are
made
in
the
period
in
which
they
first
become
determinable.
In
addition,
provisions
for
credit
losses
related
to
unbilled
receivables
on
construction
related
projects
are
recorded
as
reductions
of
revenue
in
the
period
in
which
they
first
become
determinable.









See
Notes
4
and
23
to
the
Consolidated
Financial
Statements
for
additional
information
regarding
the
SubCom
business.
See
Note
2
to
the
Consolidated
Financial
Statements
for
information
regarding
our
adoption
of
ASC
606,
Revenue
from
Contracts
with
Customers
,
in
fiscal
2019.

Goodwill
and
Other
Intangible
Assets










Intangible
assets
include
both
indeterminable-lived
residual
goodwill
and
determinable-lived
identifiable
intangible
assets.
Intangible
assets
with
determinable
lives
primarily
include
intellectual
property,
consisting
of
patents,
trademarks,
and
unpatented
technology,
and
customer
relationships.
Recoverability
estimates
range
from
1
to
50
years
and
costs
are
generally
amortized
on
a
straight-line
basis.
Evaluations
of
the
remaining
useful
lives
of
determinable-lived
intangible
assets
are
performed
on
a
periodic
basis
and
when
events
and
circumstances
warrant.









We
test
for
goodwill
impairment
at
the
reporting
unit
level.
A
reporting
unit
is
generally
an
operating
segment
or
one
level
below
an
operating
segment
(a
"component")
if
the
component
constitutes
a
business
for
which
discrete
financial
information
is
available
and
regularly
reviewed
by
segment
management.
At
fiscal
year
end
2018,
we
had
five
reporting
units,
all
of
which
contained
goodwill.
There
were
two
reporting
units
in
both
the
Transportation
Solutions
and
Industrial
Solutions
segments
and
one
reporting
unit
in
the
Communications
Solutions
segment.
When
changes
occur
in
the
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composition
of
one
or
more
reporting
units,
goodwill
is
reassigned
to
the
reporting
units
affected
based
on
their
relative
fair
values.
We
review
our
reporting
unit
structure
each
year
as
part
of
our
annual
goodwill
impairment
test,
or
more
frequently
based
on
changes
in
our
structure.









Goodwill
impairment
is
evaluated
by
comparing
the
carrying
value
of
each
reporting
unit
to
its
fair
value
on
the
first
day
of
the
fourth
fiscal
quarter
of
each
year
or
whenever
we
believe
a
triggering
event
requiring
a
more
frequent
assessment
has
occurred.
In
assessing
the
existence
of
a
triggering
event,
management
relies
on
a
number
of
reporting
unit-specific
factors
including
operating
results,
business
plans,
economic
projections,
anticipated
future
cash
flows,
transactions,
and
market
place
data.
There
are
inherent
uncertainties
related
to
these
factors
and
management's
judgment
in
applying
these
factors
to
the
impairment
analysis.









When
testing
for
goodwill
impairment,
we
perform
a
step
I
goodwill
impairment
test
to
identify
potential
impairment
by
comparing
the
fair
value
of
a
reporting
unit
with
its
carrying
amount.
If
the
carrying
amount
of
a
reporting
unit
exceeds
its
fair
value,
goodwill
may
be
impaired
and
a
step
II
goodwill
impairment
test
is
performed
to
measure
the
amount
of
impairment,
if
any.
In
the
step
II
goodwill
impairment
test,
we
compare
the
implied
fair
value
of
reporting
unit
goodwill
with
the
carrying
amount
of
that
goodwill.
If
the
carrying
amount
of
reporting
unit
goodwill
exceeds
the
implied
fair
value
of
that
goodwill,
an
impairment
loss
is
recognized
in
an
amount
equal
to
the
excess.
The
implied
fair
value
of
goodwill
is
determined
in
a
manner
consistent
with
how
goodwill
is
recognized
in
a
business
combination.
We
allocate
the
fair
value
of
a
reporting
unit
to
the
assets
and
liabilities
of
that
unit,
including
intangible
assets,
as
if
the
reporting
unit
had
been
acquired
in
a
business
combination.
Any
excess
of
the
fair
value
of
a
reporting
unit
over
the
amounts
assigned
to
its
assets
and
liabilities
is
the
implied
fair
value
of
goodwill.









Fair
value
estimates
used
in
the
step
I
goodwill
impairment
tests
are
calculated
using
an
income
approach
based
on
the
present
value
of
future
cash
flows
of
each
reporting
unit.
The
income
approach
has
been
supported
by
guideline
analyses
(a
market
approach).
These
approaches
incorporate
a
number
of
assumptions
including
future
growth
rates,
discount
rates,
income
tax
rates,
and
market
activity
in
assessing
fair
value
and
are
reporting
unit
specific.
Changes
in
economic
and
operating
conditions
impacting
these
assumptions
could
result
in
goodwill
impairments
in
future
periods.









We
completed
our
annual
goodwill
impairment
test
in
the
fourth
quarter
of
fiscal
2018
and
determined
that
no
impairment
existed.

Income
Taxes










In
determining
income
for
financial
statement
purposes,
we
must
make
certain
estimates
and
judgments.
These
estimates
and
judgments
affect
the
calculation
of
certain
tax
liabilities
and
the
determination
of
the
recoverability
of
certain
deferred
tax
assets,
which
arise
from
temporary
differences
between
the
income
tax
return
and
financial
statement
recognition
of
revenue
and
expense.









In
evaluating
our
ability
to
recover
our
deferred
tax
assets,
we
consider
all
available
positive
and
negative
evidence
including
our
past
operating
results,
the
existence
of
cumulative
losses
in
the
most
recent
years,
and
our
forecast
of
taxable
income.
In
estimating
future
taxable
income,
we
develop
assumptions
including
the
amount
of
pre-tax
operating
income
in
various
tax
jurisdictions,
the
reversal
of
temporary
differences,
and
the
implementation
of
feasible
and
prudent
tax
planning
strategies.
These
assumptions
require
significant
judgment
about
the
forecasts
of
taxable
income
and
are
consistent
with
the
plans
and
estimates
we
are
using
to
manage
the
underlying
businesses.









We
currently
have
recorded
significant
valuation
allowances
that
we
intend
to
maintain
until
it
is
more
likely
than
not
the
deferred
tax
assets
will
be
realized.
Our
income
tax
expense
recorded
in
the
future
will
be
reduced
to
the
extent
of
decreases
in
our
valuation
allowances.
The
realization
of
our
remaining
deferred
tax
assets
is
dependent
primarily
on
future
taxable
income
in
the
appropriate
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jurisdictions.
Any
reduction
in
future
taxable
income
including
any
future
restructuring
activities
may
require
that
we
record
an
additional
valuation
allowance
against
our
deferred
tax
assets.
An
increase
in
the
valuation
allowance
would
result
in
additional
income
tax
expense
in
such
period
and
could
have
a
significant
impact
on
our
future
earnings.









Changes
in
tax
laws
and
rates
also
could
affect
recorded
deferred
tax
assets
and
liabilities
in
the
future.
Management
is
not
aware
of
any
such
changes
that
would
have
a
material
effect
on
our
results
of
operations,
financial
position,
or
cash
flows.









In
addition,
the
calculation
of
our
tax
liabilities
includes
estimates
for
uncertainties
in
the
application
of
complex
tax
regulations
across
multiple
global
jurisdictions
where
we
conduct
our
operations.
Under
the
uncertain
tax
position
provisions
of
ASC
740,
Income
Taxes
,
we
recognize
liabilities
for
tax
and
related
interest
for
issues
in
tax
jurisdictions
based
on
our
estimate
of
whether,
and
the
extent
to
which,
additional
taxes
and
related
interest
will
be
due.
These
tax
liabilities
and
related
interest
are
reflected
net
of
the
impact
of
related
tax
loss
carryforwards,
as
such
tax
loss
carryforwards
will
be
applied
against
these
tax
liabilities
and
will
reduce
the
amount
of
cash
tax
payments
due
upon
the
eventual
settlement
with
the
tax
authorities.
These
estimates
may
change
due
to
changing
facts
and
circumstances.
Due
to
the
complexity
of
these
uncertainties,
the
ultimate
resolution
may
result
in
a
settlement
that
differs
from
our
current
estimate
of
the
tax
liabilities
and
related
interest.
These
tax
liabilities
and
related
interest
are
recorded
in
income
taxes
and
accrued
and
other
current
liabilities
on
the
Consolidated
Balance
Sheets.

Pension
Liabilities










Our
defined
benefit
pension
plan
expense
and
obligations
are
developed
from
actuarial
assumptions.
The
funded
status
of
our
plans
is
recognized
on
the
Consolidated
Balance
Sheets
and
is
measured
as
the
difference
between
the
fair
value
of
plan
assets
and
the
projected
benefit
obligation
at
the
measurement
date.
The
projected
benefit
obligation
represents
the
actuarial
present
value
of
benefits
projected
to
be
paid
upon
retirement
factoring
in
estimated
future
compensation
levels.
The
fair
value
of
plan
assets
represents
the
current
market
value
of
cumulative
company
and
participant
contributions
made
to
irrevocable
trust
funds,
held
for
the
sole
benefit
of
participants,
which
are
invested
by
the
trustee
of
the
funds.
The
benefits
under
our
defined
benefit
pension
plans
are
based
on
various
factors,
such
as
years
of
service
and
compensation.









Net
periodic
pension
benefit
cost
is
based
on
the
utilization
of
the
projected
unit
credit
method
of
calculation
and
is
charged
to
earnings
on
a
systematic
basis
over
the
expected
average
remaining
service
lives
of
current
participants.









Two
critical
assumptions
in
determining
pension
expense
and
obligations
are
the
discount
rate
and
expected
long-term
return
on
plan
assets.
We
evaluate
these
assumptions
at
least
annually.
Other
assumptions
reflect
demographic
factors
such
as
retirement,
mortality,
and
employee
turnover.
These
assumptions
are
evaluated
periodically
and
updated
to
reflect
our
actual
experience.
Actual
results
may
differ
from
actuarial
assumptions.
The
discount
rate
represents
the
market
rate
for
high-quality
fixed
income
investments
and
is
used
to
calculate
the
present
value
of
the
expected
future
cash
flows
for
benefit
obligations
to
be
paid
under
our
pension
plans.
A
decrease
in
the
discount
rate
increases
the
present
value
of
pension
benefit
obligations.
At
fiscal
year
end
2018,
a
25
basis
point
decrease
in
the
discount
rate
would
have
increased
the
present
value
of
our
pension
obligations
by
$124
million;
a
25
basis
point
increase
would
have
decreased
the
present
value
of
our
pension
obligations
by
$111
million.
We
consider
the
current
and
expected
asset
allocations
of
our
pension
plans,
as
well
as
historical
and
expected
long-term
rates
of
return
on
those
types
of
plan
assets,
in
determining
the
expected
long-term
rate
of
return
on
plan
assets.
A
50
basis
point
decrease
or
increase
in
the
expected
long-term
return
on
plan
assets
would
have
increased
or
decreased,
respectively,
our
fiscal
2018
pension
expense
by
$12
million.
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At
fiscal
year
end
2018,
the
long-term
target
asset
allocation
in
our
U.S.
plans'
master
trust
is
10%
return-seeking
assets
and
90%
liability-hedging
assets.
Asset
re-allocation
to
meet
that
target
is
occurring
over
a
multi-year
period
based
on
the
funded
status.
We
expect
to
reach
our
target
allocation
when
the
funded
status
of
the
plans
exceeds
105%.
Based
on
the
funded
status
of
the
plans
as
of
fiscal
year
end
2018,
our
target
asset
allocation
is
45%
return-seeking
and
55%
liability-hedging.

Accounting
Pronouncements










See
Note
2
to
the
Consolidated
Financial
Statements
for
information
regarding
recently
issued
and
recently
adopted
accounting
pronouncements.

Non-GAAP
Financial
Measure


Organic
Net
Sales
Growth










We
present
organic
net
sales
growth
as
we
believe
it
is
appropriate
for
investors
to
consider
this
adjusted
financial
measure
in
addition
to
results
in
accordance
with
GAAP.
Organic
net
sales
growth
represents
net
sales
growth
(the
most
comparable
GAAP
financial
measure)
excluding
the
impact
of
foreign
currency
exchange
rates,
and
acquisitions
and
divestitures
that
occurred
in
the
preceding
twelve
months,
if
any.
Organic
net
sales
growth
is
a
useful
measure
of
our
performance
because
it
excludes
items
that
are
not
completely
under
management's
control,
such
as
the
impact
of
changes
in
foreign
currency
exchange
rates,
and
items
that
do
not
reflect
the
underlying
growth
of
the
company,
such
as
acquisition
and
divestiture
activity.









Organic
net
sales
growth
provides
useful
information
about
our
results
and
the
trends
of
our
business.
Management
uses
organic
net
sales
growth
to
monitor
and
evaluate
performance.
Also,
management
uses
organic
net
sales
growth
together
with
GAAP
financial
measures
in
its
decision-making
processes
related
to
the
operations
of
our
reportable
segments
and
our
overall
company.
It
is
also
a
significant
component
in
our
incentive
compensation
plans.
We
believe
that
investors
benefit
from
having
access
to
the
same
financial
measures
that
management
uses
in
evaluating
operations.
The
tables
presented
in
"Results
of
Operations"
and
"Segment
Results"
provide
reconciliations
of
organic
net
sales
growth
to
net
sales
growth
calculated
in
accordance
with
GAAP.









Organic
net
sales
growth
is
a
non-GAAP
financial
measure
and
should
not
be
considered
a
replacement
for
results
in
accordance
with
GAAP.
This
non-GAAP
financial
measure
may
not
be
comparable
to
similarly-titled
measures
reported
by
other
companies.
The
primary
limitation
of
this
measure
is
that
it
excludes
the
financial
impact
of
items
that
would
otherwise
either
increase
or
decrease
our
reported
results.
This
limitation
is
best
addressed
by
using
organic
net
sales
growth
in
combination
with
net
sales
growth
in
order
to
better
understand
the
amounts,
character,
and
impact
of
any
increase
or
decrease
in
reported
amounts.

Forward-Looking
Information










Certain
statements
in
this
Annual
Report
are
"forward-looking
statements"
within
the
meaning
of
the
U.S.
Private
Securities
Litigation
Reform
Act
of
1995.
These
statements
are
based
on
our
management's
beliefs
and
assumptions
and
on
information
currently
available
to
our
management.
Forward-looking
statements
include,
among
others,
the
information
concerning
our
possible
or
assumed
future
results
of
operations,
business
strategies,
financing
plans,
competitive
position,
potential
growth
opportunities,
potential
operating
performance
improvements,
acquisitions,
divestitures,
the
effects
of
competition,
and
the
effects
of
future
legislation
or
regulations.
Forward-looking
statements
include
all
statements
that
are
not
historical
facts
and
can
be
identified
by
the
use
of
forward-looking
terminology
such
as
the
words
"believe,"
"expect,"
"plan,"
"intend,"
"anticipate,"
"estimate,"
"predict,"
"potential,"
"continue,"
"may,"
"should,"
or
the
negative
of
these
terms
or
similar
expressions.
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Forward-looking
statements
involve
risks,
uncertainties,
and
assumptions.
Actual
results
may
differ
materially
from
those
expressed
in
these
forward-looking
statements.
Investors
should
not
place
undue
reliance
on
any
forward-looking
statements.
We
do
not
have
any
intention
or
obligation
to
update
forward-looking
statements
after
we
file
this
report
except
as
required
by
law.









The
following
and
other
risks,
which
are
described
in
greater
detail
in
"Part
I.
Item
1A.
Risk
Factors,"
as
well
as
other
risks
described
in
this
Annual
Report,
could
cause
our
results
to
differ
materially
from
those
expressed
in
forward-looking
statements:

• conditions
in
the
global
or
regional
economies
and
global
capital
markets,
and
cyclical
industry
conditions;


• conditions
affecting
demand
for
products
in
the
industries
we
serve,
particularly
the
automotive
industry;


• competition
and
pricing
pressure;


• market
acceptance
of
our
new
product
introductions
and
product
innovations
and
product
life
cycles;


• raw
material
availability,
quality,
and
cost;


• fluctuations
in
foreign
currency
exchange
rates;


• financial
condition
and
consolidation
of
customers
and
vendors;


• reliance
on
third-party
suppliers;


• risks
associated
with
current
and
future
acquisitions
and
divestitures;


• global
risks
of
business
interruptions
such
as
natural
disasters
and
political,
economic,
and
military
instability;


• risks
associated
with
security
breaches
and
other
disruptions
to
our
information
technology
infrastructure;


• risks
related
to
compliance
with
current
and
future
environmental
and
other
laws
and
regulations;


• our
ability
to
protect
our
intellectual
property
rights;


• risks
of
litigation;


• our
ability
to
operate
within
the
limitations
imposed
by
our
debt
instruments;


• the
possible
effects
on
us
of
various
non-U.S.
and
U.S.
legislative
proposals
and
other
initiatives
that,
if
adopted,
could
materially
increase
our
worldwide
corporate
effective
tax
rate
and
negatively
impact
our
U.S.
government
contracts
business;


• various
risks
associated
with
being
a
Swiss
corporation;


• the
impact
of
fluctuations
in
the
market
price
of
our
shares;
and


• the
impact
of
certain
provisions
of
our
articles
of
association
on
unsolicited
takeover
proposals.









There
may
be
other
risks
and
uncertainties
that
we
are
unable
to
predict
at
this
time
or
that
we
currently
do
not
expect
to
have
a
material
adverse
effect
on
our
business.
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ITEM
7A.



QUANTITATIVE
AND
QUALITATIVE
DISCLOSURES
ABOUT
MARKET
RISK










In
the
normal
course
of
business,
our
financial
position
is
routinely
subject
to
a
variety
of
risks,
including
market
risks
associated
with
interest
rate
and
foreign
currency
movements
on
outstanding
debt
and
non-U.S.
dollar
denominated
assets
and
liabilities
and
commodity
price
movements.
We
utilize
established
risk
management
policies
and
procedures
in
executing
derivative
financial
instrument
transactions
to
manage
a
portion
of
these
risks.









We
do
not
execute
transactions
or
hold
derivative
financial
instruments
for
trading
or
speculative
purposes.
Substantially
all
counterparties
to
derivative
financial
instruments
are
limited
to
major
financial
institutions
with
at
least
an
A/A2
credit
rating.
There
is
no
significant
concentration
of
exposures
with
any
one
counterparty.

Foreign
Currency
Exposures










As
part
of
managing
the
exposure
to
changes
in
foreign
currency
exchange
rates,
we
utilize
cross-currency
swap
contracts
and
foreign
currency
forward
contracts,
a
portion
of
which
are
designated
as
cash
flow
hedges.
The
objective
of
these
contracts
is
to
minimize
impacts
to
cash
flows
and
profitability
due
to
changes
in
foreign
currency
exchange
rates
on
intercompany
and
other
cash
transactions.
A
10%
appreciation
or
depreciation
of
the
underlying
currency
in
our
cross-currency
swap
contracts
or
foreign
currency
forward
contracts
from
the
fiscal
year
end
2018
market
rates
would
have
changed
the
unrealized
value
of
our
contracts
by
$101
million.
A
10%
appreciation
or
depreciation
of
the
underlying
currency
in
our
cross-currency
swap
contracts
or
foreign
currency
forward
contracts
from
the
fiscal
year
end
2017
market
rates
would
have
changed
the
unrealized
value
of
our
contracts
by
$122
million.
Such
gains
or
losses
on
these
contracts
would
generally
be
offset
by
the
losses
or
gains
on
the
revaluation
or
settlement
of
the
underlying
transactions.

Interest
Rate
and
Investment
Exposures










We
issue
debt,
as
needed,
to
fund
our
operations
and
capital
requirements.
Such
borrowings
can
result
in
interest
rate
exposure.
To
manage
the
interest
rate
exposure,
we
use
interest
rate
swap
contracts
to
convert
a
portion
of
fixed-rate
debt
into
variable-rate
debt.
We
may
use
forward
starting
interest
rate
swap
contracts
to
manage
interest
rate
exposure
in
periods
prior
to
the
anticipated
issuance
of
fixed-rate
debt.
We
also
utilize
investment
swap
contracts
to
manage
earnings
exposure
on
certain
nonqualified
deferred
compensation
liabilities.









Based
on
our
floating
rate
debt
balances
at
fiscal
year
end
2018
and
2017,
a
50
basis
point
increase
in
the
levels
of
the
U.S.
dollar
interest
rates,
with
all
other
variables
held
constant,
would
have
resulted
in
an
immaterial
increase
in
interest
expense
in
both
fiscal
2018
and
2017.

Commodity
Exposures










Our
worldwide
operations
and
product
lines
may
expose
us
to
risks
from
fluctuations
in
commodity
prices.
To
limit
the
effects
of
fluctuations
in
the
future
market
price
paid
and
related
volatility
in
cash
flows,
we
utilize
commodity
swap
contracts
designated
as
cash
flow
hedges.
We
continually
evaluate
the
commodity
market
with
respect
to
our
forecasted
usage
requirements
over
the
next
eighteen
months
and
periodically
enter
into
commodity
swap
contracts
to
hedge
a
portion
of
usage
requirements
over
that
period.
At
fiscal
year
end
2018,
our
commodity
hedges,
which
related
to
expected
purchases
of
gold,
silver,
and
copper,
were
in
a
net
loss
position
of
$34
million
and
had
a
notional
value
of
$401
million.
At
fiscal
year
end
2017,
our
commodity
hedges,
which
related
to
expected
purchases
of
gold,
silver,
and
copper,
were
in
a
net
gain
position
of
$20
million
and
had
a
notional
value
of
$314
million.
A
10%
appreciation
or
depreciation
of
the
price
of
a
troy
ounce
of
gold,
a
troy
ounce
of
silver,
and
a
pound
of
copper,
from
the
fiscal
year
end
2018
prices
would
have
changed
the
unrealized
value
of
our
forward
contracts
by
$37
million.
A
10%
appreciation
or
depreciation
of
the
price
of
a
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troy
ounce
of
gold,
a
troy
ounce
of
silver,
and
a
pound
of
copper,
from
the
fiscal
year
end
2017
prices
would
have
changed
the
unrealized
value
of
our
forward
contracts
by
$33
million.









See
Note
13
to
the
Consolidated
Financial
Statements
for
additional
information
regarding
financial
instruments.

ITEM
8.



FINANCIAL
STATEMENTS
AND
SUPPLEMENTARY
DATA










The
following
Consolidated
Financial
Statements
and
schedule
specified
by
this
Item,
together
with
the
reports
thereon
of
Deloitte
&
Touche
LLP,
are
presented
following
Item
15
and
the
signature
pages
of
this
report:









Financial
Statements:

Reports
of
Independent
Registered
Public
Accounting
Firm

Consolidated
Statements
of
Operations
for
the
Fiscal
Years
Ended
September
28,
2018,
September
29,
2017,
and
September
30,
2016

Consolidated
Statements
of
Comprehensive
Income
for
the
Fiscal
Years
Ended
September
28,
2018,
September
29,
2017,
and
September
30,
2016

Consolidated
Balance
Sheets
as
of
September
28,
2018
and
September
29,
2017

Consolidated
Statements
of
Shareholders'
Equity
for
the
Fiscal
Years
Ended
September
28,
2018,
September
29,
2017,
and
September
30,
2016

Consolidated
Statements
of
Cash
Flows
for
the
Fiscal
Years
Ended
September
28,
2018,
September
29,
2017,
and
September
30,
2016

Notes
to
Consolidated
Financial
Statements









Financial
Statement
Schedule:

Schedule
II—Valuation
and
Qualifying
Accounts









All
other
financial
statements
and
schedules
have
been
omitted
since
the
information
required
to
be
submitted
has
been
included
on
the
Consolidated
Financial
Statements
and
related
notes
or
because
they
are
either
not
applicable
or
not
required
under
the
rules
of
Regulation
S-X.

ITEM
9A.



CONTROLS
AND
PROCEDURES


Evaluation
of
Disclosure
Controls
and
Procedures










Our
management,
with
the
participation
of
our
Chief
Executive
Officer
and
Chief
Financial
Officer,
evaluated
the
effectiveness
of
our
disclosure
controls
and
procedures
(as
defined
in
Rule
13a-15(e)
under
the
Exchange
Act)
as
of
September
28,
2018.
Based
on
that
evaluation,
our
Chief
Executive
Officer
and
Chief
Financial
Officer
concluded
that
our
disclosure
controls
and
procedures
were
effective
as
of
September
28,
2018.

Management's
Report
on
Internal
Control
Over
Financial
Reporting










Our
management
is
responsible
for
establishing
and
maintaining
adequate
internal
control
over
financial
reporting
(as
defined
in
Rule
13a-15(f)
under
the
Exchange
Act).
Management,
with
the
participation
of
our
Chief
Executive
Officer
and
Chief
Financial
Officer,
evaluated
the
effectiveness
of
our
internal
control
over
financial
reporting
based
on
the
framework
in
Internal
Control—Integrated
Framework
(2013)
issued
by
the
Committee
of
Sponsoring
Organizations
of
the
Treadway
Commission.
Based
on
this
evaluation,
management
concluded
our
internal
control
over
financial
reporting
was
effective
as
of
September
28,
2018.
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Because
of
its
inherent
limitations,
internal
control
over
financial
reporting
may
not
prevent
or
detect
misstatements.
Also,
projections
of
any
evaluation
of
effectiveness
to
future
periods
are
subject
to
the
risk
that
controls
may
become
inadequate
because
of
changes
in
conditions,
or
that
the
degree
of
compliance
with
policies
and
procedures
may
deteriorate.









Deloitte
&
Touche
LLP,
an
independent
registered
public
accounting
firm,
has
issued
an
attestation
report
on
our
internal
control
over
financial
reporting
as
of
September
28,
2018,
which
is
included
in
this
Annual
Report.

Changes
in
Internal
Control
Over
Financial
Reporting










During
the
quarter
ended
September
28,
2018,
there
were
no
changes
in
our
internal
control
over
financial
reporting
that
have
materially
affected,
or
are
reasonably
likely
to
materially
affect,
our
internal
control
over
financial
reporting.
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PART
III


ITEM
10.



DIRECTORS,
EXECUTIVE
OFFICERS
AND
CORPORATE
GOVERNANCE










Information
concerning
directors,
executive
officers,
and
corporate
governance
may
be
found
under
the
captions
"Agenda
Item
No.
1—Election
of
Directors,"
"Nominees
for
Election,"
"Corporate
Governance,"
"The
Board
of
Directors
and
Board
Committees,"
and
"Executive
Officers"
in
our
definitive
proxy
statement
for
our
2019
Annual
General
Meeting
of
Shareholders
(the
"2019
Proxy
Statement"),
which
will
be
filed
with
the
SEC
within
120
days
after
the
close
of
our
fiscal
year.
Such
information
is
incorporated
herein
by
reference.
The
information
in
the
2019
Proxy
Statement
under
the
caption
"Section
16(a)
Beneficial
Ownership
Reporting
Compliance"
is
incorporated
herein
by
reference.

Code
of
Ethics










We
have
adopted
a
guide
to
ethical
conduct,
which
applies
to
all
employees,
officers,
and
directors.
Our
Guide
to
Ethical
Conduct
meets
the
requirements
of
a
"code
of
ethics"
as
defined
by
Item
406
of
Regulation
S-K
and
applies
to
our
Chief
Executive
Officer,
Chief
Financial
Officer,
and
Chief
Accounting
Officer,
as
well
as
all
other
employees
and
directors.
Our
Guide
to
Ethical
Conduct
also
meets
the
requirements
of
a
code
of
business
conduct
and
ethics
under
the
listing
standards
of
the
NYSE.
Our
Guide
to
Ethical
Conduct
is
posted
on
our
website
at
www.te.com
under
the
heading
"Corporate
Responsibility—Governance
and
Environment—Guide
to
Ethical
Conduct."
We
also
will
provide
a
copy
of
our
Guide
to
Ethical
Conduct
to
shareholders
upon
request.
We
intend
to
disclose
any
amendments
to
our
Guide
to
Ethical
Conduct,
as
well
as
any
waivers
for
executive
officers
or
directors,
on
our
website.

ITEM
11.



EXECUTIVE
COMPENSATION










Information
concerning
executive
compensation
may
be
found
under
the
captions
"Compensation
Discussion
and
Analysis,"
"Management
Development
and
Compensation
Committee
Report,"
"Compensation
Committee
Interlocks
and
Insider
Participation,"
"Executive
Officer
Compensation,"
and
"Compensation
of
Non-Employee
Directors"
in
our
2019
Proxy
Statement.
Such
information
is
incorporated
herein
by
reference.

ITEM
12.



SECURITY
OWNERSHIP
OF
CERTAIN
BENEFICIAL
OWNERS
AND
MANAGEMENT
AND
RELATED
STOCKHOLDER
MATTERS










The
information
in
our
2019
Proxy
Statement
under
the
caption
"Security
Ownership
of
Certain
Beneficial
Owners
and
Management"
is
incorporated
herein
by
reference.
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Equity
Compensation
Plan
Information










The
following
table
provides
information
as
of
fiscal
year
end
2018
with
respect
to
common
shares
issuable
under
our
equity
compensation
plans:

ITEM
13.



CERTAIN
RELATIONSHIPS
AND
RELATED
TRANSACTIONS,
AND
DIRECTOR
INDEPENDENCE










The
information
in
our
2019
Proxy
Statement
under
the
captions
"Corporate
Governance,"
"The
Board
of
Directors
and
Board
Committees,"
and
"Certain
Relationships
and
Related
Transactions"
is
incorporated
herein
by
reference.

ITEM
14.



PRINCIPAL
ACCOUNTANT
FEES
AND
SERVICES










The
information
in
our
2019
Proxy
Statement
under
the
caption
"Agenda
Item
No.
7—Election
of
Auditors—Agenda
Item
No.
7.1"
is
incorporated
herein
by
reference.
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Plan
Category 


Number
of
securities

to
be
issued
upon


exercise
of
outstanding

options,
warrants


and
rights

(a) 


Weighted-average

exercise
price
of


outstanding
options,

warrants
and
rights


(b)
(3) 


Number
of
securities

remaining
available
for

future
issuance
under

equity
compensation

plans
(excluding

securities
reflected

in
column
(a))


(c)
(4) 

Equity
compensation
plans
approved
by
security
holders: 
 
 

 
 

 
 


2007
Stock
and
Incentive
Plan,
amended
and
restated
as
of
March
8,
2017
(1)










 
 
 7,705,831
 $ 65.20
 
 19,087,257


Equity
compensation
plans
not
approved
by
security
holders: 
 
 

 
 

 
 


Equity
awards
under
the
2010
Stock
and
Incentive
Plan,
amended
and
restated
as
of
March
9,
2017
(2) 
 
 1,374,677
 
 70.67
 
 1,375,652


Total 
 
 9,080,508
 
 

 
 20,462,909


(1) The
TE
Connectivity
Ltd.
2007
Stock
and
Incentive
Plan,
amended
and
restated
as
of
March
8,
2017
(the
"2017
Plan"),
provides
for
the
award
of
annual
performance
bonuses
and
long-term
performance
awards,
including
share
options;
restricted,
performance,
and
deferred
share
units;
and
other
share-based
awards
(collectively,
"Awards")
to
board
members,
officers,
and
non-officer
employees.
The
2017
Plan
provides
for
a
maximum
of
69,843,452
common
shares
to
be
issued
as
Awards,
subject
to
adjustment
as
provided
under
the
terms
of
the
2017
Plan.


(2) In
connection
with
the
acquisition
of
ADC
Telecommunications,
Inc.
("ADC")
in
fiscal
2011,
we
assumed
equity
awards
issued
under
plans
sponsored
by
ADC
and
the
remaining
pool
of
shares
available
for
grant
under
the
plans.
Subsequent
to
the
acquisition,
we
registered
6,764,455
shares
related
to
the
plans
via
Forms
S-3
and
S-8
and
renamed
the
primary
ADC
plan
the
TE
Connectivity
Ltd.
2010
Stock
and
Incentive
Plan,
amended
and
restated
as
of
March
9,
2017
(the
"2010
Plan").
Grants
under
the
2010
Plan
are
settled
in
TE
Connectivity
common
shares.


(3) Does
not
take
into
account
restricted,
performance,
or
deferred
share
unit
awards
that
do
not
have
exercise
prices.


(4) The
2017
Plan
and
the
2010
Plan
apply
weightings
of
1.80
and
1.21,
respectively,
to
outstanding
nonvested
restricted,
performance,
and
deferred
share
units.
The
remaining
shares
issuable
under
both
the
2017
Plan
and
the
2010
Plan
are
increased
by
forfeitures
and
cancellations,
among
other
factors.
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See
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 2.1
 
 
 Separation
and
Distribution
Agreement
among
Tyco
International
Ltd.,
Covidien
Ltd.
and
Tyco
Electronics
Ltd.,
dated
as
of
June
29,
2007


 Current
Report
on
Form
8-K


 
 2.1
 July
5,
2007


 

 
 
 
 
 
 
 
 
 

 


 2.2
 † 
 Share
Purchase
Agreement
dated
as
of
February
1,

2016
by
and
between
TE
Connectivity
Ltd.
and
Cregstar
Holdco
Limited


 Quarterly
Report
on
Form
10-Q
for
the
quarterly
period
ended
March
25,
2016


 
 2.1
 April
21,
2016


 

 
 
 
 
 
 
 
 
 

 


 2.3
 † 
 Stock
Purchase
Agreement,
dated
as
of

September
16,
2018,
by
and
between
Tyco
Electronics
Group
S.A.
and
Crown
Subsea
AcquisitionCo
LLC


 Current
Report
on
Form
8-K


 
 2.1
 September
17,
2018


 

 
 
 
 
 
 
 
 
 

 


 3.1
 
 
 Articles
of
Association
of
TE
Connectivity
Ltd.,
as

amended
and
restated

 Current
Report
on
Form
8-K


 
 3.1
 March
19,
2018


 

 
 
 
 
 
 
 
 
 

 


 3.2
 
 
 Organizational
Regulations
of
TE

Connectivity
Ltd.,
as
amended
and
restated

 Current
Report
on
Form
8-K


 
 3.2
 March
6,
2015


 

 
 
 
 
 
 
 
 
 

 


 4.1(a) 
 
 Indenture
among
Tyco
Electronics
Group
S.A.,

Tyco
Electronics
Ltd.
and
Deutsche
Bank
Trust
Company
Americas,
as
trustee,
dated
as
of
September
25,
2007


 Annual
Report
on
Form
10-K
for
the
fiscal
year
ended
September
28,
2007


 
 4.1(a) December
14,
2007


 

 
 
 
 
 
 
 
 
 

 


 4.1(b) 
 
 Third
Supplemental
Indenture
among
Tyco

Electronics
Group
S.A.,
Tyco
Electronics
Ltd.
and
Deutsche
Bank
Trust
Company
Americas,
as
trustee,
dated
as
of
September
25,
2007


 Annual
Report
on
Form
10-K
for
the
fiscal
year
ended
September
28,
2007


 
 4.1(d) December
14,
2007


 

 
 
 
 
 
 
 
 
 

 


 4.1(c) 
 
 Fifth
Supplemental
Indenture
among
Tyco

Electronics
Group
S.A.,
Tyco
Electronics
Ltd.
and
Deutsche
Bank
Trust
Company
Americas,
as
trustee,
dated
as
of
December
20,
2010


 Current
Report
on
Form
8-K


 
 4.1
 December
20,
2010
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 4.1(d) 
 
 Seventh
Supplemental
Indenture
among
Tyco
Electronics
Group
S.A.,
TE
Connectivity
Ltd.
and
Deutsche
Bank
Trust
Company
Americas,
as
trustee,
dated
as
of
February
3,
2012


 Current
Report
on
Form
8-K


 
 4.2
 February
3,
2012


 

 
 
 
 
 
 
 
 
 

 


 4.1(e) 
 
 Eighth
Supplemental
Indenture
among
Tyco

Electronics
Group
S.A.,
TE
Connectivity
Ltd.
and
Deutsche
Bank
Trust
Company
Americas,
as
trustee,
dated
as
of
November
25,
2013


 Current
Report
on
Form
8-K


 
 4.1
 November
25,
2013


 

 
 
 
 
 
 
 
 
 

 


 4.1(f) 
 
 Ninth
Supplemental
Indenture
among
Tyco

Electronics
Group
S.A.,
TE
Connectivity
Ltd.
and
Deutsche
Bank
Trust
Company
Americas,
as
trustee,
dated
as
of
July
31,
2014


 Current
Report
on
Form
8-K


 
 4.1
 July
31,
2014


 

 
 
 
 
 
 
 
 
 

 


 4.1(g) 
 
 Tenth
Supplemental
Indenture
among
Tyco

Electronics
Group
S.A.,
TE
Connectivity
Ltd.
and
Deutsche
Bank
Trust
Company
Americas,
as
trustee,
dated
July
31,
2014


 Current
Report
on
Form
8-K


 
 4.2
 July
31,
2014


 

 
 
 
 
 
 
 
 
 

 


 4.1(h) 
 
 Twelfth
Supplemental
Indenture
among
Tyco

Electronics
Group
S.A.,
TE
Connectivity
Ltd.
and
Deutsche
Bank
Trust
Company
Americas,
as
trustee,
dated
as
of
February
27,
2015


 Current
Report
on
Form
8-K


 
 4.1
 February
27,
2015


 

 
 
 
 
 
 
 
 
 

 


 4.1(i) 
 
 Thirteenth
Supplemental
Indenture
among
Tyco

Electronics
Group
S.A.,
as
issuer,
TE
Connectivity
Ltd.,
as
guarantor,
and
Deutsche
Bank
Trust
Company
Americas,
as
trustee,
dated
as
of
January
28,
2016


 Current
Report
on
Form
8-K


 
 4.1
 January
28,
2016


 

 
 
 
 
 
 
 
 
 

 


 4.1(j) 
 
 Fourteenth
Supplemental
Indenture
among
Tyco

Electronics
Group
S.A.,
as
issuer,
TE
Connectivity
Ltd.,
as
guarantor,
and
Deutsche
Bank
Trust
Company
Americas,
as
trustee,
dated
as
of
August
3,
2017


 Current
Report
on
Form
8-K


 
 4.2
 August
3,
2017


 

 
 
 
 
 
 
 
 
 

 


 10.1
 
 
 Tax
Sharing
Agreement
among
Tyco

International
Ltd.,
Covidien
Ltd.
and
Tyco
Electronics
Ltd.,
dated
as
of
June
29,
2007


 Current
Report
on
Form
8-K


 
 10.1
 July
5,
2007
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 10.2
 
 
 Five-Year
Senior
Credit
Agreement
among
Tyco
Electronics
Group
S.A.,
as
borrower,
TE
Connectivity
Ltd.,
as
guarantor,
the
lenders
parties
thereto
and
Deutsche
Bank
AG
New
York
Branch,
as
administrative
agent,
dated
as
of
June
24,
2011


 Current
Report
on
Form
8-K


 
 10.1
 June
27,
2011


 

 
 
 
 
 
 
 
 
 

 


 10.3
 
 
 First
Amendment
to
the
Five-Year
Senior
Credit

Agreement
dated
as
of
August
2,
2013
among
Tyco
Electronics
Group
S.A.,
as
borrower,
TE
Connectivity
Ltd.,
as
guarantor,
the
lenders
parties
thereto
and
Deutsche
Bank
AG
New
York
Branch,
as
administrative
agent


 Current
Report
on
Form
8-K


 
 10.1
 August
2,
2013


 

 
 
 
 
 
 
 
 
 

 


 10.4
 
 
 Second
Amendment
to
the
Five-Year
Senior
Credit

Agreement
dated
as
of
December
9,
2015
by
and
among
Tyco
Electronics
Group
S.A.,
as
borrower,
TE
Connectivity
Ltd.,
as
guarantor,
the
lenders
parties
thereto,
and
Deutsche
Bank
AG
New
York
Branch,
as
existing
administrative
agent,
and
Bank
of
America,
N.A.,
as
administrative
agent


 Current
Report
on
Form
8-K


 
 10.1
 December
9,
2015


 

 
 
 
 
 
 
 
 
 

 


 10.5
 ‡ 
 TE
Connectivity
Ltd.
2007
Stock
and
Incentive

Plan
(amended
and
restated
as
of
March
8,
2017)

 Current
Report
on
Form
8-K


 
 10.1
 March
9,
2017


 

 
 
 
 
 
 
 
 
 

 


 10.6
 ‡ 
 TE
Connectivity
Ltd.
Employee
Stock
Purchase

Plan
(as
amended
and
restated)

 Annual
Report
on
Form
10-K
for
the
fiscal
year
ended
September
29,
2017


 
 10.6
 November
14,
2017


 

 
 
 
 
 
 
 
 
 

 


 10.7
 ‡ 
 Form
of
Option
Award
Terms
and
Conditions 
 Quarterly
Report
on

Form
10-Q
for
the
quarterly
period
ended
December
24,
2010


 
 10.3
 January
24,
2011


 

 
 
 
 
 
 
 
 
 

 


 10.8
 ‡ 
 Form
of
Option
Award
Terms
and
Conditions
for

Option
Grants
Beginning
in
November
2017

 Annual
Report
on
Form
10-K
for
the
fiscal
year
ended
September
29,
2017


 
 10.8
 November
14,
2017


 

 
 
 
 
 
 
 
 
 

 


 10.9
 ‡ 
 Form
of
Restricted
Unit
Award
Terms
and

Conditions

 Quarterly
Report
on
Form
10-Q
for
the
quarterly
period
ended
December
24,
2010


 
 10.4
 January
24,
2011
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 10.10
 ‡ 
 Form
of
Restricted
Stock
Unit
Award
Terms
and
Conditions
for
RSU
Grants
Beginning
in
November
2017


 Annual
Report
on
Form
10-K
for
the
fiscal
year
ended
September
29,
2017


 
 10.10
 November
14,
2017


 

 
 
 
 
 
 
 
 
 

 


 10.11
 ‡ 
 Form
of
Performance
Stock
Unit
Award
Terms
and

Conditions

 Quarterly
Report
on
Form
10-Q
for
the
quarterly
period
ended
December
28,
2012


 
 10.1
 January
25,
2013


 

 
 
 
 
 
 
 
 
 

 


 10.12
 ‡ 
 Form
of
Performance
Stock
Unit
Award
Terms
and

Conditions
for
Performance
Cycles
Starting
in
Fiscal
Year
2016
and
Fiscal
Year
2017


 Annual
Report
on
Form
10-K
for
the
fiscal
year
ended
September
30,
2016


 
 10.11
 November
15,
2016


 

 
 
 
 
 
 
 
 
 

 


 10.13
 ‡ 
 Form
of
Performance
Stock
Unit
Award
Terms
and

Conditions
for
Performance
Cycles
Starting
in
and
After
Fiscal
Year
2018


 Annual
Report
on
Form
10-K
for
the
fiscal
year
ended
September
29,
2017


 
 10.13
 November
14,
2017


 

 
 
 
 
 
 
 
 
 

 


 10.14
 ‡ 
 TE
Connectivity
Change
in
Control
Severance
Plan

for
Certain
U.S.
Executives
(as
amended
and
restated)


 Annual
Report
on
Form
10-K
for
the
fiscal
year
ended
September
25,
2015


 
 10.10
 November
10,
2015


 

 
 
 
 
 
 
 
 
 

 


 10.15
 ‡* 
 TE
Connectivity
Severance
Plan
for
U.S.

Executives
(as
amended
and
restated)

 
 
 
 

 



 

 
 
 
 
 
 
 
 
 

 


 10.16
 ‡ 
 Tyco
Electronics
Ltd.
Deferred
Compensation
Plan

for
Directors

 Annual
Report
on
Form
10-K
for
the
fiscal
year
ended
September
28,
2007


 
 10.16
 December
14,
2007


 

 
 
 
 
 
 
 
 
 

 


 10.17
 ‡ 
 Tyco
Electronics
Corporation
Supplemental

Savings
and
Retirement
Plan

 Annual
Report
on
Form
10-K
for
the
fiscal
year
ended
September
25,
2009


 
 10.13
 November
18,
2009


 

 
 
 
 
 
 
 
 
 

 


 10.18
 ‡ 
 TE
Connectivity
Ltd.
Savings
Related
Share
Plan

(as
amended
and
restated)

 Current
Report
on
Form
8-K


 
 10.1
 March
14,
2018


 

 
 
 
 
 
 
 
 
 

 


 10.19
 
 
 Form
of
Indemnification
Agreement 
 Annual
Report
on

Form
10-K
for
the
fiscal
year
ended
September
30,
2016


 
 10.17
 November
15,
2016


 

 
 
 
 
 
 
 
 
 

 


 10.20
 ‡ 
 TE
Connectivity
Ltd.
2010
Stock
and
Incentive

Plan
(amended
and
restated
March
9,
2017)

 Annual
Report
on
Form
10-K
for
the
fiscal
year
ended
September
29,
2017


 
 10.20
 November
14,
2017


 

 
 
 
 
 
 
 
 
 

 


 10.21
 ‡ 
 Employment
Agreement
between
Thomas
J.
Lynch

and
Tyco
Electronics
Corporation
dated
December
15,
2015


 Current
Report
on
Form
8-K


 
 10.1
 December
16,
2015
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 10.22
 ‡ 
 Employment
Agreement
between
Terrence
R.
Curtin
and
Tyco
Electronics
Corporation
dated
December
15,
2015


 Current
Report
on
Form
8-K


 
 10.2
 December
16,
2015


 

 
 
 
 
 
 
 
 
 

 


 10.23
 ‡ 
 Employment
Agreement
between
Joseph
B.

Donahue
and
Tyco
Electronics
Corporation
dated
December
15,
2015


 Current
Report
on
Form
8-K


 
 10.4
 December
16,
2015


 

 
 
 
 
 
 
 
 
 

 


 10.24
 ‡ 
 Employment
Agreement
between
Steven
T.
Merkt

and
Tyco
Electronics
Corporation
dated
December
15,
2015


 Current
Report
on
Form
8-K


 
 10.6
 December
16,
2015


 

 
 
 
 
 
 
 
 
 

 


 10.25
 ‡ 
 Employment
Agreement
between
Heath
A.
Mitts

and
Tyco
Electronics
Corporation
dated
September
30,
2016


 Current
Report
on
Form
8-K


 
 10.1
 October
3,
2016


 

 
 
 
 
 
 
 
 
 

 


 10.26
 ‡ 
 Employment
Agreement
between
John
S.
Jenkins

and
Tyco
Electronics
Corporation
dated
December
15,
2015


 Quarterly
Report
on
Form
10-Q
for
the
quarterly
period
ended
December
29,
2017


 
 10.1
 January
24,
2018


 

 
 
 
 
 
 
 
 
 

 


 10.27
 ‡ 
 Letter
Agreement
between
Joseph
B.
Donahue
and

TE
Connectivity
dated
January
18,
2018

 Quarterly
Report
on
Form
10-Q
for
the
quarterly
period
ended
December
29,
2017


 
 10.2
 January
24,
2018


 

 
 
 
 
 
 
 
 
 

 


 10.28
 
 
 Credit
Support
Agreement
dated
November
2,
2018

by
and
between
Tyco
Electronics
Group
S.A.
and
Crown
Subsea
Communications
Holding,
Inc.


 Current
Report
on
Form
8-K


 
 10.1
 November
5,
2018


 

 
 
 
 
 
 
 
 
 

 


 10.29
 ‡* 
 TE
Connectivity
Ltd.
Annual
Incentive
Plan
(as

amended
and
restated)

 
 
 
 

 



 

 
 
 
 
 
 
 
 
 

 


 21.1
 * 
 Subsidiaries
of
TE
Connectivity
Ltd. 
 
 
 
 

 


 

 
 
 
 
 
 
 
 
 

 


 23.1
 * 
 Consent
of
Independent
Registered
Public

Accounting
Firm

 
 
 
 

 



 

 
 
 
 
 
 
 
 
 

 


 24.1
 * 
 Power
of
Attorney 
 
 
 
 

 


 

 
 
 
 
 
 
 
 
 

 


 31.1
 * 
 Certification
by
the
Chief
Executive
Officer

pursuant
to
Section
302
of
the
Sarbanes-Oxley
Act
of
2002


 
 
 
 

 



 

 
 
 
 
 
 
 
 
 

 


 31.2
 * 
 Certification
by
the
Chief
Financial
Officer

pursuant
to
Section
302
of
the
Sarbanes-Oxley
Act
of
2002


 
 
 
 

 



 

 
 
 
 
 
 
 
 
 

 


 32.1
 ** 
 Certification
by
the
Chief
Executive
Officer
and

Chief
Financial
Officer
pursuant
to
Section
906
of
the
Sarbanes-Oxley
Act
of
2002
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 101
 * 
 Financial
statements
from
the
Annual
Report
on
Form
10-K
of
TE
Connectivity
Ltd.
for
the
fiscal
year
ended
September
28,
2018,
filed
on
November
13,
2018,
formatted
in
XBRL:
(i)
the
Consolidated
Statements
of
Operations,
(ii)
the
Consolidated
Statements
of
Comprehensive
Income,
(iii)
the
Consolidated
Balance
Sheets,
(iv)
the
Consolidated
Statements
of
Shareholders'
Equity,
(v)
the
Consolidated
Statements
of
Cash
Flows,
and
(vi)
the
Notes
to
Consolidated
Financial
Statements


 
 
 
 

 


† The
schedules
to
the
Share
Purchase
Agreement
and
Stock
Purchase
Agreement
have
been
omitted
from
this
filing
pursuant
to
Item
601(b)
(2)
of
Regulation
S-K.
We
will
furnish
copies
of
such
schedules
to
the
SEC
upon
its
request;
provided,
however,
that
we
may
request
confidential
treatment
pursuant
to
Rule
24b-2
of
the
Exchange
Act
for
any
schedule
so
furnished.


‡ Management
contract
or
compensatory
plan
or
arrangement


* Filed
herewith


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









Date:
November
13,
2018









Pursuant
to
the
requirements
of
the
Securities
Exchange
Act
of
1934,
this
report
has
been
signed
below
by
the
following
persons
on
behalf
of
the
registrant
and
in
the
capacities
and
on
the
dates
indicated.
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By:



/s/
HEATH
A.
MITTS


Heath
A.
Mitts

Executive
Vice
President

and
Chief
Financial
Officer

(Principal
Financial
Officer)

Signature 
 Title 
 Date


 
 
 
 

/s/
TERRENCE
R.
CURTIN


Terrence
R.
Curtin

 Chief
Executive
Officer
and
Director

(Principal
Executive
Officer) 
 November
13,
2018

/s/
HEATH
A.
MITTS


Heath
A.
Mitts


Executive
Vice
President
and

Chief
Financial
Officer

(Principal
Financial
Officer)


 November
13,
2018

/s/
ROBERT
J.
OTT


Robert
J.
Ott


Senior
Vice
President
and

Corporate
Controller

(Principal
Accounting
Officer)


 November
13,
2018

*


Pierre
R.
Brondeau

 Director 
 November
13,
2018

*


Carol
A.
Davidson

 Director 
 November
13,
2018

*


William
A.
Jeffrey

 Director 
 November
13,
2018
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Signature 
 Title 
 Date


 
 
 
 

*


Thomas
J.
Lynch

 Director 
 November
13,
2018

*


Yong
Nam

 Director 
 November
13,
2018

*


Daniel
J.
Phelan

 Director 
 November
13,
2018

*


Paula
A.
Sneed

 Director 
 November
13,
2018

*


Abhijit
Y.
Talwalkar

 Director 
 November
13,
2018

*


Mark
C.
Trudeau

 Director 
 November
13,
2018

*


John
C.
Van
Scoter

 Director 
 November
13,
2018

*


Laura
H.
Wright

 Director 
 November
13,
2018

* John
S.
Jenkins,
Jr.,
by
signing
his
name
hereto,
does
sign
this
document
on
behalf
of
the
above
noted
individuals,
pursuant
to
powers
of
attorney
duly
executed
by
such
individuals,
which
have
been
filed
as
Exhibit
24.1
to
this
Report.




By: 
 /s/
JOHN
S.
JENKINS,
JR.


John
S.
Jenkins,
Jr.

Attorney-in-fact
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REPORT
OF
INDEPENDENT
REGISTERED
PUBLIC
ACCOUNTING
FIRM

To
the
Shareholders
and
the
Board
of
Directors
of
TE
Connectivity
Ltd.:

Opinion
on
the
Financial
Statements










We
have
audited
the
accompanying
consolidated
balance
sheets
of
TE
Connectivity
Ltd.
and
subsidiaries
(the
"Company")
as
of
September
28,
2018
and
September
29,
2017,
the
related
consolidated
statements
of
operations,
comprehensive
income,
shareholders'
equity,
and
cash
flows,
for
each
of
the
three
fiscal
years
in
the
period
ended
September
28,
2018,
and
the
related
notes
and
schedule
listed
in
the
Index
at
Item
15
(collectively
referred
to
as
the
"financial
statements").
In
our
opinion,
the
financial
statements
present
fairly,
in
all
material
respects,
the
financial
position
of
the
Company
as
of
September
28,
2018
and
September
29,
2017,
and
the
results
of
its
operations
and
its
cash
flows
for
each
of
the
three
fiscal
years
in
the
period
ended
September
28,
2018,
in
conformity
with
accounting
principles
generally
accepted
in
the
United
States
of
America.









We
have
also
audited,
in
accordance
with
the
standards
of
the
Public
Company
Accounting
Oversight
Board
(United
States)
(PCAOB),
the
Company's
internal
control
over
financial
reporting
as
of
September
28,
2018,
based
on
the
criteria
established
in
Internal
Control—Integrated
Framework
(2013)
issued
by
the
Committee
of
Sponsoring
Organizations
of
the
Treadway
Commission
and
our
report
dated
November
13,
2018
expressed
an
unqualified
opinion
on
the
Company's
internal
control
over
financial
reporting.

Basis
for
Opinion










These
financial
statements
are
the
responsibility
of
the
Company's
management.
Our
responsibility
is
to
express
an
opinion
on
the
Company's
financial
statements
based
on
our
audits.
We
are
a
public
accounting
firm
registered
with
the
PCAOB
and
are
required
to
be
independent
with
respect
to
the
Company
in
accordance
with
the
U.S.
federal
securities
laws
and
the
applicable
rules
and
regulations
of
the
Securities
and
Exchange
Commission
and
the
PCAOB.









We
conducted
our
audits
in
accordance
with
the
standards
of
the
PCAOB.
Those
standards
require
that
we
plan
and
perform
the
audit
to
obtain
reasonable
assurance
about
whether
the
financial
statements
are
free
of
material
misstatement,
whether
due
to
error
or
fraud.
Our
audits
included
performing
procedures
to
assess
the
risks
of
material
misstatement
of
the
financial
statements,
whether
due
to
error
or
fraud,
and
performing
procedures
that
respond
to
those
risks.
Such
procedures
included
examining,
on
a
test
basis,
evidence
regarding
the
amounts
and
disclosures
in
the
financial
statements.
Our
audits
also
included
evaluating
the
accounting
principles
used
and
significant
estimates
made
by
management,
as
well
as
evaluating
the
overall
presentation
of
the
financial
statements.
We
believe
that
our
audits
provide
a
reasonable
basis
for
our
opinion.

/s/
Deloitte
&
Touche
LLP

Philadelphia,
Pennsylvania

November
13,
2018

We
have
served
as
the
Company's
auditor
since
2007.
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To
the
Shareholders
and
the
Board
of
Directors
of
TE
Connectivity
Ltd.:

Opinion
on
Internal
Control
over
Financial
Reporting










We
have
audited
the
internal
control
over
financial
reporting
of
TE
Connectivity
Ltd.
and
subsidiaries
(the
"Company")
as
of
September
28,
2018,
based
on
criteria
established
in
Internal
Control—Integrated
Framework
(2013)
issued
by
the
Committee
of
Sponsoring
Organizations
of
the
Treadway
Commission
(COSO).
In
our
opinion,
the
Company
maintained,
in
all
material
respects,
effective
internal
control
over
financial
reporting
as
of
September
28,
2018,
based
on
criteria
established
in
Internal
Control—Integrated
Framework
(2013)
issued
by
COSO.









We
have
also
audited,
in
accordance
with
the
standards
of
the
Public
Company
Accounting
Oversight
Board
(United
States)
(PCAOB),
the
financial
statements
as
of
and
for
the
fiscal
year
ended
September
28,
2018
of
the
Company
and
our
report
dated
November
13,
2018
expressed
an
unqualified
opinion
on
those
financial
statements.

Basis
for
Opinion










The
Company's
management
is
responsible
for
maintaining
effective
internal
control
over
financial
reporting
and
for
its
assessment
of
the
effectiveness
of
internal
control
over
financial
reporting,
included
in
the
accompanying
Management's
Report
on
Internal
Control
Over
Financial
Reporting.
Our
responsibility
is
to
express
an
opinion
on
the
Company's
internal
control
over
financial
reporting
based
on
our
audit.
We
are
a
public
accounting
firm
registered
with
the
PCAOB
and
are
required
to
be
independent
with
respect
to
the
Company
in
accordance
with
the
U.S.
federal
securities
laws
and
the
applicable
rules
and
regulations
of
the
Securities
and
Exchange
Commission
and
the
PCAOB.









We
conducted
our
audit
in
accordance
with
the
standards
of
the
PCAOB.
Those
standards
require
that
we
plan
and
perform
the
audit
to
obtain
reasonable
assurance
about
whether
effective
internal
control
over
financial
reporting
was
maintained
in
all
material
respects.
Our
audit
included
obtaining
an
understanding
of
internal
control
over
financial
reporting,
assessing
the
risk
that
a
material
weakness
exists,
testing
and
evaluating
the
design
and
operating
effectiveness
of
internal
control
based
on
the
assessed
risk,
and
performing
such
other
procedures
as
we
considered
necessary
in
the
circumstances.
We
believe
that
our
audit
provides
a
reasonable
basis
for
our
opinion.

Definition
and
Limitations
of
Internal
Control
over
Financial
Reporting










A
company's
internal
control
over
financial
reporting
is
a
process
designed
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.
A
company's
internal
control
over
financial
reporting
includes
those
policies
and
procedures
that
(1)
pertain
to
the
maintenance
of
records
that,
in
reasonable
detail,
accurately
and
fairly
reflect
the
transactions
and
dispositions
of
the
assets
of
the
company;
(2)
provide
reasonable
assurance
that
transactions
are
recorded
as
necessary
to
permit
preparation
of
financial
statements
in
accordance
with
generally
accepted
accounting
principles,
and
that
receipts
and
expenditures
of
the
company
are
being
made
only
in
accordance
with
authorizations
of
management
and
directors
of
the
company;
and
(3)
provide
reasonable
assurance
regarding
prevention
or
timely
detection
of
unauthorized
acquisition,
use,
or
disposition
of
the
company's
assets
that
could
have
a
material
effect
on
the
financial
statements.









Because
of
its
inherent
limitations,
internal
control
over
financial
reporting
may
not
prevent
or
detect
misstatements.
Also,
projections
of
any
evaluation
of
effectiveness
to
future
periods
are
subject
to
the
risk
that
controls
may
become
inadequate
because
of
changes
in
conditions,
or
that
the
degree
of
compliance
with
the
policies
or
procedures
may
deteriorate.

/s/
Deloitte
&
Touche
LLP

Philadelphia,
Pennsylvania

November
13,
2018
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 Fiscal 



 
 2018 
 2017 
 2016 



 
 (in
millions,
except
per
share
data)
 

Net
sales 
 $ 13,988
 $ 12,185
 $ 11,352

Cost
of
sales 
 
 9,243
 
 8,002
 
 7,525

Gross
margin 
 
 4,745
 
 4,183
 
 3,827


Selling,
general,
and
administrative
expenses 
 
 1,594
 
 1,543
 
 1,396

Research,
development,
and
engineering
expenses 
 
 680
 
 611
 
 603

Acquisition
and
integration
costs 
 
 14
 
 6
 
 22

Restructuring
and
other
charges
(credits),
net 
 
 126
 
 147
 
 (2)
Operating
income 
 
 2,331
 
 1,876
 
 1,808


Interest
income 
 
 15
 
 16
 
 17

Interest
expense 
 
 (107) 
 (130) 
 (127)
Other
income
(expense),
net 
 
 1
 
 (42) 
 (677)
Income
from
continuing
operations
before
income
taxes 
 
 2,240
 
 1,720
 
 1,021


Income
tax
(expense)
benefit 
 
 344
 
 (180) 
 826

Income
from
continuing
operations 
 
 2,584
 
 1,540
 
 1,847


Income
(loss)
from
discontinued
operations,
net
of
income
taxes 
 
 (19) 
 143
 
 162

Net
income 
 $ 2,565
 $ 1,683
 $ 2,009


Basic
earnings
per
share: 
 
 

 
 

 
 


Income
from
continuing
operations 
 $ 7.38
 $ 4.34
 $ 5.05

Income
(loss)
from
discontinued
operations 
 
 (0.05) 
 0.40
 
 0.44

Net
income 
 
 7.33
 
 4.74
 
 5.49


Diluted
earnings
per
share: 
 
 

 
 

 
 


Income
from
continuing
operations 
 $ 7.32
 $ 4.30
 $ 5.01

Income
(loss)
from
discontinued
operations 
 
 (0.05) 
 0.40
 
 0.44

Net
income 
 
 7.27
 
 4.70
 
 5.44


Weighted-average
number
of
shares
outstanding: 
 
 

 
 

 
 


Basic 
 
 350
 
 355
 
 366

Diluted 
 
 353
 
 358
 
 369
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 Fiscal 



 
 2018 
 2017 
 2016 



 
 (in
millions)
 

Net
income 
 $ 2,565
 $ 1,683
 $ 2,009

Other
comprehensive
income
(loss): 
 
 

 
 

 
 


Currency
translation 
 
 (117) 
 37
 
 (92)
Adjustments
to
unrecognized
pension
and
postretirement
benefit
costs,
net
of
income
taxes 
 
 83
 
 330
 
 (88)
Gains
(losses)
on
cash
flow
hedges,
net
of
income
taxes 
 
 (74) 
 15
 
 11

Other
comprehensive
income
(loss) 
 
 (108) 
 382
 
 (169)

Comprehensive
income
.
 
 $ 2,457
 $ 2,065
 $ 1,840
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 Fiscal
Year
End 



 
 2018 
 2017 




 

(in
millions,
except


share
data)
 

Assets 
 
 

 
 


Current
assets: 
 
 

 
 


Cash
and
cash
equivalents 
 $ 848
 $ 1,218

Accounts
receivable,
net
of
allowance
for
doubtful
accounts
of
$22
and
$18,
respectively 
 
 2,361
 
 2,138

Inventories 
 
 1,857
 
 1,647

Prepaid
expenses
and
other
current
assets 
 
 661
 
 578

Current
assets
held
for
sale 
 
 472
 
 345

Total
current
assets 
 
 6,199
 
 5,926


Property,
plant,
and
equipment,
net 
 
 3,497
 
 3,159

Goodwill 
 
 5,684
 
 5,651

Intangible
assets,
net 
 
 1,704
 
 1,841

Deferred
income
taxes 
 
 2,144
 
 2,141

Noncurrent
assets
held
for
sale 
 
 —
 
 257

Other
assets 
 
 1,158
 
 428


Total
Assets 
 $ 20,386
 $ 19,403

Liabilities
and
Shareholders'
Equity 
 
 

 
 


Current
liabilities: 
 
 

 
 


Short-term
debt 
 $ 963
 $ 710

Accounts
payable 
 
 1,548
 
 1,387

Accrued
and
other
current
liabilities 
 
 1,711
 
 1,613

Current
liabilities
held
for
sale 
 
 188
 
 137

Total
current
liabilities 
 
 4,410
 
 3,847


Long-term
debt 
 
 3,037
 
 3,634

Long-term
pension
and
postretirement
liabilities 
 
 1,102
 
 1,158

Deferred
income
taxes 
 
 207
 
 236

Income
taxes 
 
 312
 
 293

Noncurrent
liabilities
held
for
sale 
 
 —
 
 43

Other
liabilities 
 
 487
 
 441


Total
Liabilities 
 
 9,555
 
 9,652

Commitments
and
contingencies
(Note
12) 
 
 

 
 


Shareholders'
equity: 
 
 

 
 


Common
shares,
CHF
0.57
par
value,
357,069,981
shares
authorized
and
issued 
 
 157
 
 157

Accumulated
earnings 
 
 12,114
 
 10,175

Treasury
shares,
at
cost,
12,279,603
and
5,356,369
shares,
respectively 
 
 (1,134) 
 (421)
Accumulated
other
comprehensive
loss 
 
 (306) 
 (160)
Total
Shareholders'
Equity 
 
 10,831
 
 9,751

Total
Liabilities
and
Shareholders'
Equity 
 $ 20,386
 $ 19,403
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Common

Shares 


Treasury

Shares


 

 
 

 
 

 
 

 



 
 

 
 






Accumulated

Other


Comprehensive

Loss


 

 







Contributed

Surplus 


Accumulated

Earnings 


Total

Shareholders'


Equity






 
 Shares 
 Amount 
 Shares 
 Amount 



 
 (in
millions)
 

Balance
at
September
25,
2015 
 
 414
 $ 182
 
 (20) $ (1,256) $ 4,359
 $ 6,673
 $ (373) $ 9,585

Net
income 
 
 —
 
 —
 
 —
 
 —
 
 —
 
 2,009
 
 —
 
 2,009

Other
comprehensive
loss 
 
 —
 
 —
 
 —
 
 —
 
 —
 
 —
 
 (169) 
 (169)
Share-based
compensation
expense 
 
 —
 
 —
 
 —
 
 —
 
 91
 
 —
 
 —
 
 91


Dividends
approved 
 
 —
 
 —
 
 —
 
 —
 
 (512) 
 —
 
 —
 
 (512)
Exercise
of
share
options 
 
 —
 
 —
 
 2
 
 90
 
 —
 
 —
 
 —
 
 90

Restricted
share
award
vestings
and
other
activity 
 
 —
 
 —
 
 2
 
 146
 
 (145) 
 —
 
 —
 
 1


Repurchase
of
common
shares 
 
 —
 
 —
 
 (43) 
 (2,610) 
 —
 
 —
 
 —
 
 (2,610)
Cancellation
of
treasury
shares 
 
 (31) 
 (14) 
 31
 
 2,006
 
 (1,992) 
 —
 
 —
 
 —

Balance
at
September
30,
2016 
 
 383
 $ 168
 
 (28) $ (1,624) $ 1,801
 $ 8,682
 $ (542) $ 8,485

Adoption
of
ASU
No.
2016-09 
 
 —
 
 —
 
 —
 
 —
 
 —
 
 165
 
 —
 
 165

Net
income 
 
 —
 
 —
 
 —
 
 —
 
 —
 
 1,683
 
 —
 
 1,683

Other
comprehensive
income 
 
 —
 
 —
 
 —
 
 —
 
 —
 
 —
 
 382
 
 382

Share-based
compensation
expense 
 
 —
 
 —
 
 —
 
 —
 
 99
 
 —
 
 —
 
 99


Dividends
approved 
 
 —
 
 —
 
 —
 
 —
 
 (564) 
 —
 
 —
 
 (564)
Exercise
of
share
options 
 
 —
 
 —
 
 3
 
 117
 
 —
 
 —
 
 —
 
 117

Restricted
share
award
vestings
and
other
activity 
 
 —
 
 —
 
 2
 
 195
 
 (184) 
 (6) 
 —
 
 5


Repurchase
of
common
shares 
 
 —
 
 —
 
 (8) 
 (621) 
 —
 
 —
 
 —
 
 (621)
Cancellation
of
treasury
shares 
 
 (26) 
 (11) 
 26
 
 1,512
 
 (1,152) 
 (349) 
 —
 
 —

Balance
at
September
29,
2017 
 
 357
 $ 157
 
 (5) $ (421) $ —
 $ 10,175
 $ (160) $ 9,751

Adoption
of
ASU
No.
2018-02 
 
 —
 
 —
 
 —
 
 —
 
 —
 
 38
 
 (38) 
 —

Net
income 
 
 —
 
 —
 
 —
 
 —
 
 —
 
 2,565
 
 —
 
 2,565

Other
comprehensive
loss 
 
 —
 
 —
 
 —
 
 —
 
 —
 
 —
 
 (108) 
 (108)
Share-based
compensation
expense 
 
 —
 
 —
 
 —
 
 —
 
 98
 
 —
 
 —
 
 98


Dividends
approved 
 
 —
 
 —
 
 —
 
 —
 
 —
 
 (610) 
 —
 
 (610)
Exercise
of
share
options 
 
 —
 
 —
 
 1
 
 100
 
 —
 
 —
 
 —
 
 100

Restricted
share
award
vestings
and
other
activity 
 
 —
 
 —
 
 2
 
 153
 
 (98) 
 (54) 
 —
 
 1


Repurchase
of
common
shares 
 
 —
 
 —
 
 (10) 
 (966) 
 —
 
 —
 
 —
 
 (966)
Balance
at
September
28,
2018 
 
 357
 $ 157
 
 (12) $ (1,134) $ —
 $ 12,114
 $ (306) $ 10,831
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 Fiscal 



 
 2018 
 2017 
 2016 



 
 (in
millions)
 

Cash
Flows
From
Operating
Activities: 
 
 

 
 

 
 


Net
income 
 $ 2,565
 $ 1,683
 $ 2,009

(Income)
loss
from
discontinued
operations,
net
of
income
taxes 
 
 19
 
 (143) 
 (162)

Income
from
continuing
operations 
 
 2,584
 
 1,540
 
 1,847

Adjustments
to
reconcile
income
from
continuing
operations
to
net
cash
provided
by
operating
activities: 
 
 

 
 

 
 


Depreciation
and
amortization 
 
 667
 
 611
 
 560

Deferred
income
taxes 
 
 (791) 
 (142) 
 136

Provision
for
losses
on
accounts
receivable
and
inventories 
 
 30
 
 20
 
 13

Tax
sharing
expense 
 
 —
 
 8
 
 632

Share-based
compensation
expense 
 
 95
 
 95
 
 87

Gain
on
divestiture 
 
 (2) 
 —
 
 (144)
Other 
 
 7
 
 17
 
 99

Changes
in
assets
and
liabilities,
net
of
the
effects
of
acquisitions
and
divestitures: 
 
 

 
 

 
 


Accounts
receivable,
net 
 
 (269) 
 (204) 
 95

Inventories 
 
 (247) 
 (270) 
 154

Prepaid
expenses
and
other
current
assets 
 
 (63) 
 (62) 
 281

Accounts
payable 
 
 201
 
 314
 
 (87)
Accrued
and
other
current
liabilities 
 
 5
 
 224
 
 (4)
Income
taxes 
 
 54
 
 (1) 
 (1,769)
Other 
 
 30
 
 123
 
 33

Net
cash
provided
by
continuing
operating
activities 
 
 2,301
 
 2,273
 
 1,933

Net
cash
provided
by
discontinued
operating
activities 
 
 150
 
 48
 
 14

Net
cash
provided
by
operating
activities 
 
 2,451
 
 2,321
 
 1,947


Cash
Flows
From
Investing
Activities: 
 
 

 
 

 
 


Capital
expenditures 
 
 (935) 
 (679) 
 (603)
Proceeds
from
sale
of
property,
plant,
and
equipment 
 
 23
 
 19
 
 8

Acquisition
of
businesses,
net
of
cash
acquired 
 
 (153) 
 (250) 
 (1,336)
Proceeds
from
divestiture
of
business,
net
of
cash
retained
by
sold
business 
 
 —
 
 4
 
 333

Other 
 
 (8) 
 (3) 
 42


Net
cash
used
in
continuing
investing
activities 
 
 (1,073) 
 (909) 
 (1,556)
Net
cash
used
in
discontinued
investing
activities 
 
 (21) 
 (23) 
 (25)
Net
cash
used
in
investing
activities 
 
 (1,094) 
 (932) 
 (1,581)

Cash
Flows
From
Financing
Activities: 
 
 

 
 

 
 


Net
increase
(decrease)
in
commercial
paper 
 
 270
 
 (330) 
 330

Proceeds
from
issuance
of
debt 
 
 119
 
 589
 
 352

Repayment
of
debt 
 
 (708) 
 —
 
 (501)
Proceeds
from
exercise
of
share
options 
 
 100
 
 117
 
 90

Repurchase
of
common
shares 
 
 (879) 
 (614) 
 (2,787)
Payment
of
common
share
dividends
to
shareholders 
 
 (588) 
 (546) 
 (509)
Transfers
(to)
from
discontinued
operations 
 
 129
 
 25
 
 (11)
Other 
 
 (36) 
 (30) 
 (30)

Net
cash
used
in
continuing
financing
activities 
 
 (1,593) 
 (789) 
 (3,066)
Net
cash
provided
by
(used
in)
discontinued
financing
activities 
 
 (129) 
 (25) 
 11

Net
cash
used
in
financing
activities 
 
 (1,722) 
 (814) 
 (3,055)

Effect
of
currency
translation
on
cash 
 
 (5) 
 (4) 
 7

Net
increase
(decrease)
in
cash
and
cash
equivalents 
 
 (370) 
 571
 
 (2,682)
Cash
and
cash
equivalents
at
beginning
of
fiscal
year 
 
 1,218
 
 647
 
 3,329

Cash
and
cash
equivalents
at
end
of
fiscal
year 
 $ 848
 $ 1,218
 $ 647

Supplemental
Cash
Flow
Information: 
 
 

 
 

 
 


Interest
paid 
 $ 127
 $ 128
 $ 117

Income
taxes
paid,
net
of
refunds 
 
 393
 
 323
 
 806
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of
Presentation









The
Consolidated
Financial
Statements
reflect
the
consolidated
operations
of
TE
Connectivity
Ltd.
and
its
subsidiaries
and
have
been
prepared
in
United
States
("U.S.")
dollars
in
accordance
with
accounting
principles
generally
accepted
in
the
U.S.
("GAAP").

Description of the Business









TE
Connectivity
Ltd.
("TE
Connectivity"
or
the
"Company,"
which
may
be
referred
to
as
"we,"
"us,"
or
"our")
is
a
global
technology
and
manufacturing
leader
creating
a
safer,
sustainable,
productive,
and
connected
future.
For
more
than
75
years,
our
connectivity
and
sensor
solutions,
proven
in
the
harshest
environments,
have
enabled
advancements
in
transportation,
industrial
applications,
medical
technology,
energy,
data
communications,
and
the
home.









We
operate
through
three
reportable
segments:

• Transportation
Solutions.


The
Transportation
Solutions
segment
is
a
leader
in
connectivity
and
sensor
technologies.
Our
products,
which
must
withstand
harsh
conditions,
are
used
in
the
automotive,
commercial
transportation,
and
sensors
markets.


• Industrial
Solutions.


The
Industrial
Solutions
segment
is
a
leading
supplier
of
products
that
connect
and
distribute
power,
data,
and
signals.
Our
products
are
used
in
the
industrial
equipment;
aerospace,
defense,
oil,
and
gas;
and
energy
markets.


• Communications
Solutions.


The
Communications
Solutions
segment
is
a
leading
supplier
of
electronic
components
for
the
data
and
devices
and
the
appliances
markets.

Use of Estimates









The
preparation
of
the
Consolidated
Financial
Statements
in
conformity
with
GAAP
requires
management
to
make
estimates
and
assumptions
that
affect
the
reported
amounts
of
assets
and
liabilities,
the
disclosure
of
contingent
assets
and
liabilities,
and
the
reported
amounts
of
revenues
and
expenses.
Significant
estimates
in
these
Consolidated
Financial
Statements
include
restructuring
and
other
charges,
assets
acquired
and
liabilities
assumed
in
acquisitions,
allowances
for
doubtful
accounts
receivable,
estimates
of
future
cash
flows
and
discount
rates
associated
with
asset
impairments,
useful
lives
for
depreciation
and
amortization,
loss
contingencies,
net
realizable
value
of
inventories,
estimated
contract
revenue
and
related
costs,
legal
contingencies,
tax
reserves
and
deferred
tax
asset
valuation
allowances,
and
the
determination
of
discount
and
other
rate
assumptions
for
pension
benefit
cost.
Actual
results
could
differ
materially
from
these
estimates.

Fiscal Year









We
have
a
52-
or
53-week
fiscal
year
that
ends
on
the
last
Friday
of
September.
For
fiscal
years
in
which
there
are
53
weeks,
the
fourth
quarter
reporting
period
includes
14
weeks.
Fiscal
2018,
2017,
and
2016
ended
on
September
28,
2018,
September
29,
2017,
and
September
30,
2016,
respectively.
Fiscal
2018
and
2017
were
52
weeks
in
length.
Fiscal
2016
was
a
53-week
year.
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Principles of Consolidation









We
consolidate
entities
in
which
we
own
or
control
more
than
50%
of
the
voting
shares
or
otherwise
have
the
ability
to
control
through
similar
rights.
All
intercompany
transactions
have
been
eliminated.
The
results
of
companies
acquired
or
disposed
of
are
included
on
the
Consolidated
Financial
Statements
from
the
effective
date
of
acquisition
or
up
to
the
date
of
disposal.

Revenue Recognition









Our
revenues
are
generated
principally
from
the
sale
of
our
products.
Revenue
from
the
sale
of
products
is
recognized
at
the
time
title
and
the
risks
and
rewards
of
ownership
pass
to
the
customer.
This
generally
occurs
when
the
products
reach
the
shipping
point,
the
sales
price
is
fixed
and
determinable,
and
collection
is
reasonably
assured.









We
generally
warrant
that
our
products
will
conform
to
our,
or
mutually
agreed
to,
specifications
and
that
our
products
will
be
free
from
material
defects
in
materials
and
workmanship
for
a
limited
time.
We
limit
our
warranty
to
the
replacement
or
repair
of
defective
parts,
or
a
refund
or
credit
of
the
price
of
the
defective
product.
We
accept
returned
goods
only
when
the
customer
makes
a
verified
claim
and
we
have
authorized
the
return.
Generally,
a
reserve
for
estimated
returns
is
established
at
the
time
of
sale
based
on
historical
return
experience
and
is
recorded
as
a
reduction
of
sales.









We
provide
certain
distributors
with
an
inventory
allowance
for
returns
or
scrap
equal
to
a
percentage
of
qualified
purchases.
A
reserve
for
estimated
returns
and
scrap
allowances
is
established
at
the
time
of
the
sale
based
on
an
agreed-upon,
fixed
percentage
of
sales
to
distributors
and
is
recorded
as
a
reduction
of
sales.









Other
allowances
include
customer
quantity
and
price
discrepancies.
A
reserve
for
other
allowances
is
generally
established
at
the
time
of
sale
based
on
historical
experience
and
is
recorded
as
a
reduction
of
sales.
We
believe
we
can
reasonably
and
reliably
estimate
the
amounts
of
future
allowances.









See
"Recently
Issued
Accounting
Pronouncements"
below
for
information
regarding
our
adoption
of
Accounting
Standards
Codification
("ASC")
606,
Revenue
from
Contracts
with
Customers
,
in
fiscal
2019.

Inventories









Inventories
are
recorded
at
the
lower
of
cost
or
net
realizable
value
using
the
first-in,
first-out
cost
method.

Property, Plant, and Equipment, Net









Property,
plant,
and
equipment
is
recorded
at
cost
less
accumulated
depreciation.
Maintenance
and
repair
expenditures
are
charged
to
expense
when
incurred.
Depreciation
is
calculated
using
the
straight-line
method
over
the
estimated
useful
lives
of
the
assets,
which
are
10
to
20
years
for
land
improvements,
5
to
40
years
for
buildings
and
improvements,
and
1
to
15
years
for
machinery
and
equipment.









We
periodically
evaluate,
when
events
and
circumstances
warrant,
the
net
realizable
value
of
property,
plant,
and
equipment
and
other
long-lived
assets,
relying
on
a
number
of
factors
including
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operating
results,
business
plans,
economic
projections,
and
anticipated
future
cash
flows.
When
indicators
of
potential
impairment
are
present,
the
carrying
values
of
the
asset
group
are
evaluated
in
relation
to
the
operating
performance
and
estimated
future
undiscounted
cash
flows
of
the
underlying
asset
group.
Impairment
of
the
carrying
value
is
recognized
whenever
anticipated
future
undiscounted
cash
flow
estimates
are
less
than
the
carrying
value
of
the
asset.
Fair
value
estimates
are
based
on
assumptions
concerning
the
amount
and
timing
of
estimated
future
cash
flows
and
discount
rates,
reflecting
varying
degrees
of
perceived
risk.

Goodwill and Other Intangible Assets









Intangible
assets
include
both
indeterminable-lived
residual
goodwill
and
determinable-lived
identifiable
intangible
assets.
Intangible
assets
with
determinable
lives
primarily
include
intellectual
property,
consisting
of
patents,
trademarks,
and
unpatented
technology,
and
customer
relationships.
Recoverability
estimates
range
from
1
to
50
years
and
costs
are
generally
amortized
on
a
straight-line
basis.
Evaluations
of
the
remaining
useful
lives
of
determinable-lived
intangible
assets
are
performed
on
a
periodic
basis
and
when
events
and
circumstances
warrant.









At
fiscal
year
end
2018,
we
had
five
reporting
units,
all
of
which
contained
goodwill.
There
were
two
reporting
units
in
both
the
Transportation
Solutions
and
Industrial
Solutions
segments
and
one
reporting
unit
in
the
Communications
Solutions
segment.
When
changes
occur
in
the
composition
of
one
or
more
reporting
units,
goodwill
is
reassigned
to
the
reporting
units
affected
based
on
their
relative
fair
values.









Goodwill
impairment
is
evaluated
by
comparing
the
carrying
value
of
each
reporting
unit
to
its
fair
value
on
the
first
day
of
the
fourth
fiscal
quarter
of
each
year
or
whenever
we
believe
a
triggering
event
requiring
a
more
frequent
assessment
has
occurred.
In
assessing
the
existence
of
a
triggering
event,
management
relies
on
a
number
of
reporting
unit-specific
factors
including
operating
results,
business
plans,
economic
projections,
anticipated
future
cash
flows,
transactions,
and
market
place
data.
There
are
inherent
uncertainties
related
to
these
factors
and
management's
judgment
in
applying
these
factors
to
the
impairment
analysis.









When
testing
for
goodwill
impairment,
we
perform
a
step
I
goodwill
impairment
test
to
identify
potential
impairment
by
comparing
the
fair
value
of
a
reporting
unit
with
its
carrying
amount.
If
the
carrying
amount
of
a
reporting
unit
exceeds
its
fair
value,
goodwill
may
be
impaired
and
a
step
II
goodwill
impairment
test
is
performed
to
measure
the
amount
of
impairment,
if
any.
In
the
step
II
goodwill
impairment
test,
we
compare
the
implied
fair
value
of
reporting
unit
goodwill
with
the
carrying
amount
of
that
goodwill.
If
the
carrying
amount
of
reporting
unit
goodwill
exceeds
the
implied
fair
value
of
that
goodwill,
an
impairment
loss
is
recognized
in
an
amount
equal
to
the
excess.
The
implied
fair
value
of
goodwill
is
determined
in
a
manner
consistent
with
how
goodwill
is
recognized
in
a
business
combination.
We
allocate
the
fair
value
of
a
reporting
unit
to
the
assets
and
liabilities
of
that
unit,
including
intangible
assets,
as
if
the
reporting
unit
had
been
acquired
in
a
business
combination.
Any
excess
of
the
fair
value
of
a
reporting
unit
over
the
amounts
assigned
to
its
assets
and
liabilities
is
the
implied
fair
value
of
goodwill.









Fair
value
estimates
used
in
the
step
I
goodwill
impairment
tests
are
calculated
using
an
income
approach
based
on
the
present
value
of
future
cash
flows
of
each
reporting
unit.
The
income
approach
has
been
supported
by
guideline
analyses
(a
market
approach).
These
approaches
incorporate
a
number
of
assumptions
including
future
growth
rates,
discount
rates,
income
tax
rates,
and
market
activity
in
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assessing
fair
value
and
are
reporting
unit
specific.
Changes
in
economic
and
operating
conditions
impacting
these
assumptions
could
result
in
goodwill
impairments
in
future
periods.

Research and Development









Research
and
development
expenditures
are
expensed
when
incurred
and
are
included
in
research,
development,
and
engineering
expenses
on
the
Consolidated
Statements
of
Operations.
Research
and
development
expenses
include
salaries,
direct
costs
incurred,
and
building
and
overhead
expenses.
The
amounts
expensed
in
fiscal
2018,
2017,
and
2016
were
$606
million,
$548
million,
and
$525
million,
respectively.

Income Taxes









Income
taxes
are
computed
in
accordance
with
the
provisions
of
ASC
740,
Income
Taxes
.
Deferred
tax
liabilities
and
assets
are
recognized
for
the
expected
future
tax
consequences
of
events
that
have
been
reflected
on
the
Consolidated
Financial
Statements.
Deferred
tax
liabilities
and
assets
are
determined
based
on
the
differences
between
the
book
and
tax
bases
of
particular
assets
and
liabilities
and
operating
loss
carryforwards
using
tax
rates
in
effect
for
the
years
in
which
the
differences
are
expected
to
reverse.
A
valuation
allowance
is
provided
to
offset
deferred
tax
assets
if,
based
upon
the
available
evidence,
it
is
more
likely
than
not
that
some
or
all
of
the
deferred
tax
assets
will
not
be
realized.









The
calculation
of
our
tax
liabilities
includes
estimates
for
uncertainties
in
the
application
of
complex
tax
regulations
across
multiple
global
jurisdictions
where
we
conduct
our
operations.
Under
the
uncertain
tax
position
provisions
of
ASC
740,
we
recognize
liabilities
for
tax
and
related
interest
for
issues
in
tax
jurisdictions
based
on
our
estimate
of
whether,
and
the
extent
to
which,
additional
taxes
and
related
interest
will
be
due.
These
tax
liabilities
and
related
interest
are
reflected
net
of
the
impact
of
related
tax
loss
carryforwards,
as
such
tax
loss
carryforwards
will
be
applied
against
these
tax
liabilities
and
will
reduce
the
amount
of
cash
tax
payments
due
upon
the
eventual
settlement
with
the
tax
authorities.
These
estimates
may
change
due
to
changing
facts
and
circumstances.
Due
to
the
complexity
of
these
uncertainties,
the
ultimate
resolution
may
result
in
a
settlement
that
differs
from
our
current
estimate
of
the
tax
liabilities
and
related
interest.

Financial Instruments









Our
financial
instruments
consist
primarily
of
cash
and
cash
equivalents,
accounts
receivable,
accounts
payable,
debt,
and
derivative
financial
instruments.









We
account
for
derivative
financial
instrument
contracts
on
the
Consolidated
Balance
Sheets
at
fair
value.
For
instruments
not
designated
as
hedges
under
ASC
815,
Derivatives
and
Hedging
,
the
changes
in
the
instruments'
fair
value
are
recognized
currently
in
earnings.
For
instruments
designated
as
cash
flow
hedges,
the
effective
portion
of
changes
in
the
fair
value
of
a
derivative
is
recorded
in
other
comprehensive
income
(loss)
and
reclassified
into
earnings
in
the
same
period
or
periods
during
which
the
underlying
hedged
item
affects
earnings.
Ineffective
portions
of
a
cash
flow
hedge,
including
amounts
excluded
from
the
hedging
relationship,
are
recognized
currently
in
earnings.
Changes
in
the
fair
value
of
instruments
designated
as
fair
value
hedges
affect
the
carrying
value
of
the
asset
or
liability
hedged,
with
changes
in
both
the
derivative
instrument
and
the
hedged
asset
or
liability
being
recognized
currently
in
earnings.
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We
determine
the
fair
value
of
our
financial
instruments
by
using
methods
and
assumptions
that
are
based
on
market
conditions
and
risks
existing
at
each
balance
sheet
date.
Standard
market
conventions
are
used
to
determine
the
fair
value
of
financial
instruments,
including
derivatives.









The
cash
flows
related
to
derivative
financial
instruments
are
reported
in
the
operating
activities
section
of
the
Consolidated
Statements
of
Cash
Flows.









Our
derivative
financial
instruments
present
certain
market
and
counterparty
risks.
Concentration
of
counterparty
risk
is
mitigated,
however,
by
our
use
of
financial
institutions
worldwide,
substantially
all
of
which
have
long-term
Standard
&
Poor's,
Moody's,
and/or
Fitch
credit
ratings
of
A/A2
or
higher.
In
addition,
we
utilize
only
conventional
derivative
financial
instruments.
We
are
exposed
to
potential
losses
if
a
counterparty
fails
to
perform
according
to
the
terms
of
its
agreement.
With
respect
to
counterparty
net
asset
positions
recognized
at
fiscal
year
end
2018,
we
have
assessed
the
likelihood
of
counterparty
default
as
remote.
We
currently
provide
guarantees
from
a
wholly-owned
subsidiary
to
the
counterparties
to
our
commodity
swap
derivatives
and
exchange
cash
collateral
with
the
counterparties
to
our
cross-currency
swap
contracts.
The
likelihood
of
performance
on
the
guarantees
has
been
assessed
as
remote.
For
all
other
derivative
financial
instruments,
we
are
not
required
to
provide,
nor
do
we
require
counterparties
to
provide,
collateral
or
other
security.

Fair Value Measurements









ASC
820,
Fair
Value
Measurements
and
Disclosures
,
specifies
a
fair
value
hierarchy
based
upon
the
observable
inputs
utilized
in
valuation
of
certain
assets
and
liabilities.
Observable
inputs
(highest
level)
reflect
market
data
obtained
from
independent
sources,
while
unobservable
inputs
(lowest
level)
reflect
internally
developed
market
assumptions.
Fair
value
measurements
are
classified
under
the
following
hierarchy:

• Level
1.


Quoted
prices
in
active
markets
for
identical
assets
and
liabilities.


• Level
2.


Quoted
prices
in
active
markets
for
similar
assets
and
liabilities,
or
other
inputs
that
are
observable
for
the
asset
or
liability,
either
directly
or
indirectly,
for
substantially
the
full
term
of
the
asset
or
liability.


• Level
3.


Unobservable
inputs
that
are
supported
by
little
or
no
market
activity
and
that
are
significant
to
the
fair
value
of
the
assets
and
liabilities.
This
includes
certain
pricing
models,
discounted
cash
flows
methodologies,
and
similar
techniques
that
use
significant
unobservable
inputs.









Derivative
financial
instruments
measured
at
fair
value
on
a
recurring
basis
are
generally
valued
using
level
2
inputs.









Financial
instruments
other
than
derivative
instruments
include
cash
and
cash
equivalents,
accounts
receivable,
accounts
payable,
and
debt.
These
instruments
are
recorded
on
the
Consolidated
Balance
Sheets
at
book
value.
For
cash
and
cash
equivalents,
accounts
receivable,
and
accounts
payable,
we
believe
book
value
approximates
fair
value
due
to
the
short-term
nature
of
these
instruments.
See
Note
11
for
disclosure
of
the
fair
value
of
debt.
The
following
is
a
description
of
the
valuation
methodologies
used
for
the
respective
financial
instruments:

• Cash
and
cash
equivalents.


Cash
and
cash
equivalents
are
valued
at
book
value,
which
we
consider
to
be
equivalent
to
unadjusted
quoted
prices
(level
1).
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• Accounts
receivable.


Accounts
receivable
are
valued
based
on
the
net
value
expected
to
be
realized.
The
net
realizable
value
generally
represents
an
observable
contractual
agreement
(level
2).


• Accounts
payable.


Accounts
payable
are
valued
based
on
the
net
value
expected
to
be
paid,
generally
supported
by
an
observable
contractual
agreement
(level
2).


• Debt.


The
fair
value
of
debt,
including
both
current
and
non-current
maturities,
is
derived
from
quoted
market
prices
or
other
pricing
determinations
based
on
the
results
of
market
approach
valuation
models
using
observable
market
data
such
as
recently
reported
trades,
bid
and
offer
information,
and
benchmark
securities
(level
2).

Pension Liabilities









The
funded
status
of
our
defined
benefit
pension
plans
is
recognized
on
the
Consolidated
Balance
Sheets
and
is
measured
as
the
difference
between
the
fair
value
of
plan
assets
and
the
projected
benefit
obligation
at
the
measurement
date.
The
projected
benefit
obligation
represents
the
actuarial
present
value
of
benefits
projected
to
be
paid
upon
retirement
factoring
in
estimated
future
compensation
levels.
The
fair
value
of
plan
assets
represents
the
current
market
value
of
cumulative
company
and
participant
contributions
made
to
irrevocable
trust
funds,
held
for
the
sole
benefit
of
participants,
which
are
invested
by
the
trustee
of
the
funds.
The
benefits
under
our
defined
benefit
pension
plans
are
based
on
various
factors,
such
as
years
of
service
and
compensation.









Net
periodic
pension
benefit
cost
is
based
on
the
utilization
of
the
projected
unit
credit
method
of
calculation
and
is
charged
to
earnings
on
a
systematic
basis
over
the
expected
average
remaining
service
lives
of
current
participants.









The
measurement
of
benefit
obligations
and
net
periodic
benefit
cost
is
based
on
estimates
and
assumptions
determined
by
our
management.
These
valuations
reflect
the
terms
of
the
plans
and
use
participant-specific
information
such
as
compensation,
age,
and
years
of
service,
as
well
as
certain
assumptions,
including
estimates
of
discount
rates,
expected
return
on
plan
assets,
rate
of
compensation
increases,
interest
crediting
rates,
and
mortality
rates.

Share-Based Compensation









We
determine
the
fair
value
of
share
awards
on
the
date
of
grant.
Share
options
are
valued
using
the
Black-Scholes-Merton
valuation
model;
restricted
share
awards
and
performance
awards
are
valued
using
our
end-of-day
share
price
on
the
date
of
grant.
The
fair
value
is
expensed
ratably
over
the
expected
service
period,
with
an
allowance
made
for
estimated
forfeitures
based
on
historical
employee
activity.
Estimates
regarding
the
attainment
of
performance
criteria
are
reviewed
periodically;
the
cumulative
impact
of
a
change
in
estimate
regarding
the
attainment
of
performance
criteria
is
recorded
in
the
period
in
which
that
change
is
made.

Earnings Per Share









Basic
earnings
per
share
is
computed
by
dividing
net
income
by
the
basic
weighted-average
number
of
common
shares
outstanding.
Diluted
earnings
per
share
is
computed
by
dividing
net
income
by
the
weighted-average
number
of
common
shares
outstanding
adjusted
for
the
potentially
dilutive
impact
of
share-based
compensation
arrangements.
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Currency Translation









For
our
non-U.S.
dollar
functional
currency
subsidiaries,
assets
and
liabilities
are
translated
into
U.S.
dollars
using
fiscal
year
end
exchange
rates.
Sales
and
expenses
are
translated
at
average
monthly
exchange
rates.
Foreign
currency
translation
gains
and
losses
are
included
as
a
component
of
accumulated
other
comprehensive
income
(loss)
within
equity.









Gains
and
losses
resulting
from
foreign
currency
transactions,
which
are
included
in
earnings,
were
immaterial
in
fiscal
2018,
2017,
and
2016.

Restructuring Charges









Restructuring
activities
involve
employee-related
termination
costs,
facility
exit
costs,
and
asset
impairments
resulting
from
reductions-in-force,
migration
of
facilities
or
product
lines
from
higher-cost
to
lower-cost
countries,
or
consolidation
of
facilities
within
countries.
We
recognize
termination
costs
based
on
requirements
established
by
severance
policy,
government
law,
or
previous
actions.
Facility
exit
costs
generally
reflect
the
cost
to
terminate
a
facility
lease
before
the
end
of
its
term
(measured
at
fair
value
at
the
time
we
cease
using
the
facility)
or
costs
that
will
continue
to
be
incurred
under
the
facility
lease
without
future
economic
benefit
to
us.
Restructuring
activities
often
result
in
the
disposal
or
abandonment
of
assets
that
require
an
acceleration
of
depreciation
or
impairment
reflecting
the
excess
of
the
assets'
carrying
values
over
fair
value.









The
recognition
of
restructuring
costs
require
that
we
make
certain
judgments
and
estimates
regarding
the
nature,
timing,
and
amount
of
costs
associated
with
the
planned
exit
activity.
To
the
extent
our
actual
results
differ
from
our
estimates
and
assumptions,
we
may
be
required
to
revise
the
estimated
liabilities,
requiring
the
recognition
of
additional
restructuring
costs
or
the
reduction
of
liabilities
already
recognized.
At
the
end
of
each
reporting
period,
we
evaluate
the
remaining
accrued
balances
to
ensure
these
balances
are
properly
stated
and
the
utilization
of
the
reserves
are
for
their
intended
purpose
in
accordance
with
developed
exit
plans.

Contingent Liabilities









We
record
a
loss
contingency
when
the
available
information
indicates
it
is
probable
that
we
have
incurred
a
liability
and
the
amount
of
the
loss
is
reasonably
estimable.
When
a
range
of
possible
losses
with
equal
likelihood
exists,
we
record
the
low
end
of
the
range.
The
likelihood
of
a
loss
with
respect
to
a
particular
contingency
is
often
difficult
to
predict,
and
determining
a
meaningful
estimate
of
the
loss
or
a
range
of
loss
may
not
be
practicable
based
on
information
available.
In
addition,
it
is
not
uncommon
for
such
matters
to
be
resolved
over
many
years,
during
which
time
relevant
developments
and
new
information
must
continuously
be
evaluated
to
determine
whether
a
loss
is
probable
and
a
reasonable
estimate
of
that
loss
can
be
made.
When
a
loss
is
probable
but
a
reasonable
estimate
cannot
be
made,
or
when
a
loss
is
at
least
reasonably
possible,
disclosure
is
provided.

Recently Issued Accounting Pronouncements









In
October
2016,
the
Financial
Accounting
Standards
Board
("FASB")
issued
Accounting
Standards
Update
("ASU")
No.
2016-16,
an
update
to
ASC
740,
Income
Taxes
.
This
new
guidance
requires
the
recognition
of
the
income
tax
consequences
of
intra-entity
transfers
of
assets
other
than
inventory
in
the
period
in
which
the
transfer
occurs.
The
update,
which
we
will
adopt
on
a
modified
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retrospective
basis,
is
effective
for
us
in
the
first
quarter
of
fiscal
2019.
Adoption
is
expected
to
result
in
a
$443
million
cumulative-effect
adjustment
to
beginning
accumulated
earnings,
which
represents
the
net
reversal
of
all
balances
associated
with
deferred
tax
impacts
of
intra-entity
transfers
of
assets
other
than
inventory.
This
will
result
in
a
decrease
in
other
assets
of
$798
million,
an
increase
in
deferred
tax
assets
of
$418
million,
and
a
decrease
in
prepaid
expenses
and
other
current
assets
of
$63
million
on
the
Consolidated
Balance
Sheet.









In
February
2016,
the
FASB
issued
ASU
No.
2016-02
which
codified
ASC
842,
Leases
.
This
guidance,
as
subsequently
amended,
requires
lessees
to
recognize
a
lease
liability
and
a
right-of-use
asset
for
most
leases
and
is
effective
for
us
in
the
first
quarter
of
fiscal
2020.
We
are
currently
in
the
process
of
updating
policies,
internal
controls,
financial
statement
disclosures,
and
systems
to
incorporate
the
impact
of
the
new
standard
in
our
financial
reporting
processes.
We
intend
to
adopt
the
standard
using
the
modified
retrospective
approach
in
the
period
of
adoption,
as
permitted
by
ASU
No.
2018-11.
We
expect
that
adoption
will
likely
have
a
material
impact
to
our
Consolidated
Balance
Sheet;
however,
we
currently
do
not
expect
adoption
to
have
a
material
impact
to
our
results
of
operations
or
cash
flows.
We
believe
that
we
are
following
an
appropriate
timeline
to
adopt
the
new
standard
in
the
first
quarter
of
fiscal
2020.









In
May
2014,
the
FASB
issued
ASU
No.
2014-09
which
codified
ASC
606,
Revenue
from
Contracts
with
Customers
.
This
guidance
supersedes
ASC
605,
Revenue
Recognition
,
and
introduces
a
single,
comprehensive,
five-step
revenue
recognition
model.
ASC
606
also
enhances
disclosures
related
to
revenue
recognition.
ASC
606,
as
amended,
is
effective
for
us
beginning
in
fiscal
2019.
Significantly
all
our
revenues
are
generated
from
the
sale
of
products.
Our
Subsea
Communications
("SubCom")
business,
which
is
reported
in
discontinued
operations,
generates
contract
revenues
for
construction
related
projects
which
are
recorded
primarily
using
the
percentage-of-completion
method.
Our
review
of
existing
contracts,
which
is
complete,
affirms
that
product
revenue
and
contract
revenue
will
continue
to
be
recognized
at
a
point
in
time
and
over-time,
respectively,
in
a
manner
consistent
with
current
practice.
See
Notes
4
and
23
for
additional
information
regarding
our
SubCom
business.
In
fiscal
2018,
we
completed
the
process
of
updating
policies,
internal
controls,
financial
statement
disclosures,
and
systems
to
incorporate
the
impact
of
the
new
standard
in
our
financial
reporting
processes.
We
will
adopt
the
new
standard
using
the
modified
retrospective
approach
and
have
determined
that
transition
impacts,
which
relate
primarily
to
incentive
compensation
arrangements,
are
not
material
to
our
results
of
operations
or
financial
position.

Recently Adopted Accounting Pronouncements









In
February
2018,
the
FASB
issued
ASU
No.
2018-02,
an
update
to
ASC
220,
Income
Statement—Reporting
Comprehensive
Income
,
to
allow
a
reclassification
from
accumulated
other
comprehensive
income
(loss)
for
stranded
tax
effects
resulting
from
the
Tax
Cuts
and
Jobs
Act
(the
"Act").
See
Note
15
for
additional
information
regarding
the
Act.
We
elected
to
early
adopt
this
update
in
fiscal
2018
and
reclassify
the
stranded
tax
effects
resulting
from
the
change
in
the
U.S.
federal
corporate
income
tax
rate.
This
change
in
accounting
principle
resulted
in
a
reclassification
of
$38
million,
primarily
associated
with
our
pension
plans,
during
the
period
of
adoption.
The
reclassification
increased
both
accumulated
other
comprehensive
loss
and
accumulated
earnings
on
the
Consolidated
Balance
Sheet
with
no
impact
to
total
shareholders'
equity.
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In
March
2017,
the
FASB
issued
ASU
No.
2017-07,
an
update
to
ASC
715,
Compensation—Retirement
Benefits,
which
changes
the
income
statement
presentation
of
net
periodic
pension
and
postretirement
benefit
costs.
The
ASU
requires
that
service
costs
be
presented
with
other
employee
compensation
costs
within
operating
income
and
that
other
cost
components
be
presented
outside
of
operating
income.
We
elected
to
early
adopt
this
update
in
fiscal
2018.
The
update
was
applied
retrospectively
and
did
not
have
a
material
impact
on
our
Consolidated
Statements
of
Operations.









In
March
2016,
the
FASB
issued
ASU
No.
2016-09,
an
update
to
ASC
718,
Compensation—Stock
Compensation
,
to
simplify
various
aspects
of
accounting
for
share-based
payments
to
employees.
We
elected
to
early
adopt
this
update
in
fiscal
2017.
The
provisions
of
the
update
addressing
the
accounting
for
excess
tax
benefits
and
deficiencies
were
adopted
using
a
modified
retrospective
transition
approach,
with
a
cumulative-effect
adjustment
to
beginning
accumulated
earnings
and
a
corresponding
increase
in
deferred
tax
assets
of
$165
million.
The
provision
of
the
update
addressing
the
presentation
on
the
statement
of
cash
flows
of
employee
taxes
paid
via
the
withholding
of
shares
was
applied
retrospectively
and
did
not
have
a
material
impact
on
our
Consolidated
Financial
Statements.
Adoption
of
other
provisions,
which
were
applied
prospectively,
also
did
not
have
a
material
impact
on
our
Consolidated
Financial
Statements.

3.
Restructuring
and
Other
Charges
(Credits),
Net









Net
restructuring
and
other
charges
(credits)
consisted
of
the
following:

Restructuring
Charges,
Net










Net
restructuring
charges
by
segment
were
as
follows:
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 Fiscal 



 
 2018 
 2017 
 2016 



 
 (in
millions)
 

Restructuring
charges,
net 
 $ 140
 $ 146
 $ 121

Gain
on
divestiture 
 
 (2) 
 —
 
 (144)
Other
charges
(credits),
net 
 
 (12) 
 1
 
 21



 $ 126
 $ 147
 $ (2)



 
 Fiscal 



 
 2018 
 2017 
 2016 



 
 (in
millions)
 

Transportation
Solutions 
 $ 42
 $ 69
 $ 39

Industrial
Solutions 
 
 83
 
 73
 
 28

Communications
Solutions 
 
 15
 
 4
 
 54

Restructuring
charges,
net 
 $ 140
 $ 146
 $ 121
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Activity
in
our
restructuring
reserves
was
as
follows:
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Balance
at

Beginning

of
Fiscal

Year 
 Charges 


Changes
in

Estimate 


Cash

Payments 


Non-Cash

Items 


Currency

Translation 


Balance
at

End
of

Fiscal

Year 




 
 (in
millions)
 

Fiscal
2018
Activity: 
 
 

 
 

 
 

 
 

 
 

 
 

 
 


Fiscal
2018
Actions: 
 
 

 
 

 
 

 
 

 
 

 
 

 
 


Employee
severance 
 $ —
 $ 130
 $ —
 $ (16) $ —
 $ —
 $ 114

Facility
and
other
exit
costs 
 
 —
 
 6
 
 —
 
 (2) 
 —
 
 —
 
 4

Property,
plant,
and
equipment 
 
 —
 
 6
 
 —
 
 —
 
 (6) 
 —
 
 —

Total 
 
 —
 
 142
 
 —
 
 (18) 
 (6) 
 —
 
 118


Fiscal
2017
Actions: 
 
 

 
 

 
 

 
 

 
 

 
 

 
 


Employee
severance 
 
 102
 
 5
 
 (10) 
 (60) 
 —
 
 (1) 
 36

Facility
and
other
exit
costs 
 
 1
 
 2
 
 —
 
 (3) 
 —
 
 —
 
 —

Property,
plant,
and
equipment 
 
 —
 
 1
 
 (2) 
 2
 
 (1) 
 —
 
 —

Total 
 
 103
 
 8
 
 (12) 
 (61) 
 (1) 
 (1) 
 36


Fiscal
2016
Actions: 
 
 

 
 

 
 

 
 

 
 

 
 

 
 


Employee
severance 
 
 26
 
 7
 
 (7) 
 (14) 
 —
 
 —
 
 12

Facility
and
other
exit
costs 
 
 —
 
 4
 
 —
 
 (4) 
 —
 
 —
 
 —

Property,
plant,
and
equipment 
 
 —
 
 1
 
 (3) 
 3
 
 (1) 
 —
 
 —

Total 
 
 26
 
 12
 
 (10) 
 (15) 
 (1) 
 —
 
 12


Pre-Fiscal
2016
Actions: 
 
 

 
 

 
 

 
 

 
 

 
 

 
 


Employee
severance 
 
 9
 
 —
 
 (2) 
 (5) 
 —
 
 (1) 
 1

Facility
and
other
exit
costs 
 
 —
 
 2
 
 —
 
 (1) 
 —
 
 (1) 
 —

Total 
 
 9
 
 2
 
 (2) 
 (6) 
 —
 
 (2) 
 1


Total
fiscal
2018
activity 
 $ 138
 $ 164
 $ (24) $ (100) $ (8) $ (3) $ 167

Fiscal
2017
Activity: 
 
 

 
 

 
 

 
 

 
 

 
 

 
 


Fiscal
2017
Actions: 
 
 

 
 

 
 

 
 

 
 

 
 

 
 


Employee
severance 
 $ —
 $ 141
 $ (5) $ (39) $ —
 $ 5
 $ 102

Facility
and
other
exit
costs 
 
 —
 
 2
 
 —
 
 (1) 
 —
 
 —
 
 1

Property,
plant,
and
equipment 
 
 —
 
 9
 
 —
 
 —
 
 (9) 
 —
 
 —

Total 
 
 —
 
 152
 
 (5) 
 (40) 
 (9) 
 5
 
 103


Fiscal
2016
Actions: 
 
 

 
 

 
 

 
 

 
 

 
 

 
 


Employee
severance 
 
 53
 
 8
 
 (9) 
 (26) 
 —
 
 —
 
 26

Facility
and
other
exit
costs 
 
 —
 
 3
 
 —
 
 (3) 
 —
 
 —
 
 —

Total 
 
 53
 
 11
 
 (9) 
 (29) 
 —
 
 —
 
 26


Pre-Fiscal
2016
Actions: 
 
 

 
 

 
 

 
 

 
 

 
 

 
 


Employee
severance 
 
 23
 
 —
 
 (4) 
 (7) 
 —
 
 (3) 
 9

Facility
and
other
exit
costs 
 
 1
 
 1
 
 —
 
 (2) 
 —
 
 —
 
 —

Total 
 
 24
 
 1
 
 (4) 
 (9) 
 —
 
 (3) 
 9


Total
fiscal
2017
activity 
 $ 77
 $ 164
 $ (18) $ (78) $ (9) $ 2
 $ 138
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Fiscal 2018 Actions









During
fiscal
2018,
we
initiated
a
restructuring
program
associated
with
footprint
consolidation
and
structural
improvements
primarily
impacting
the
Industrial
Solutions
and
Transportation
Solutions
segments.
In
connection
with
this
program,
during
fiscal
2018,
we
recorded
restructuring
charges
of
$142
million.
We
expect
to
complete
all
restructuring
actions
commenced
during
fiscal
2018
by
the
end
of
fiscal
2020
and
to
incur
additional
charges
of
approximately
$15
million
primarily
in
the
Industrial
Solutions
segment.

Fiscal 2017 Actions









During
fiscal
2017,
we
initiated
a
restructuring
program
associated
with
footprint
consolidation
related
to
recent
acquisitions
and
structural
improvements
impacting
all
segments.
In
connection
with
this
program,
during
fiscal
2018
and
2017,
we
recorded
net
restructuring
credits
of
$4
million
and
charges
of
$147
million,
respectively.
We
expect
to
complete
all
restructuring
actions
commenced
during
fiscal
2017
by
the
end
of
fiscal
2019
and
anticipate
that
any
additional
charges
will
be
insignificant.

Fiscal 2016 Actions









During
fiscal
2016,
we
initiated
a
restructuring
program
associated
with
headcount
reductions
impacting
all
segments
and
product
line
closures
in
the
Communications
Solutions
segment.
In
connection
with
this
program,
during
fiscal
2018,
2017,
and
2016,
we
recorded
net
restructuring
charges
of
$2
million,
$2
million,
and
$127
million,
respectively.
We
expect
to
complete
all
restructuring
actions
commenced
during
fiscal
2016
by
the
end
of
fiscal
2019
and
to
incur
additional
employee
severance
charges
of
approximately
$10
million
primarily
in
the
Communications
Solutions
segment.
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Balance
at

Beginning

of
Fiscal

Year 
 Charges 


Changes
in

Estimate 


Cash

Payments 


Non-Cash

Items 


Currency

Translation 


Balance
at

End
of

Fiscal

Year 




 
 (in
millions)
 

Fiscal
2016
Activity: 
 
 

 
 

 
 

 
 

 
 

 
 

 
 


Fiscal
2016
Actions: 
 
 

 
 

 
 

 
 

 
 

 
 

 
 


Employee
severance 
 $ —
 $ 84
 $ —
 $ (32) $ —
 $ 1
 $ 53

Facility
and
other
exit
costs 
 
 —
 
 2
 
 —
 
 (2) 
 —
 
 —
 
 —

Property,
plant,
and
equipment 
 
 —
 
 41
 
 —
 
 —
 
 (41) 
 —
 
 —

Total 
 
 —
 
 127
 
 —
 
 (34) 
 (41) 
 1
 
 53


Pre-Fiscal
2016
Actions: 
 
 

 
 

 
 

 
 

 
 

 
 

 
 


Employee
severance 
 
 68
 
 2
 
 (10) 
 (39) 
 —
 
 2
 
 23

Facility
and
other
exit
costs 
 
 1
 
 2
 
 —
 
 (2) 
 —
 
 —
 
 1

Total 
 
 69
 
 4
 
 (10) 
 (41) 
 —
 
 2
 
 24


Total
fiscal
2016
activity 
 $ 69
 $ 131
 $ (10) $ (75) $ (41) $ 3
 $ 77
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Pre-Fiscal 2016 Actions









During
fiscal
2017
and
2016,
we
recorded
net
restructuring
credits
of
$3
million
and
$6
million,
respectively,
related
to
pre-fiscal
2016
actions.
We
do
not
expect
to
incur
any
additional
charges
related
to
pre-fiscal
2016
actions.

Total Restructuring Reserves









Restructuring
reserves
included
on
the
Consolidated
Balance
Sheets
were
as
follows:

Gain
on
Divestiture










During
fiscal
2016,
we
sold
our
Circuit
Protection
Devices
("CPD")
business
for
net
cash
proceeds
of
$333
million.
We
recognized
a
pre-tax
gain
of
$144
million
on
the
transaction.
The
CPD
business
was
reported
in
our
Communications
Solutions
segment.

4.
Discontinued
Operations









On
September
16,
2018,
we
entered
into
a
definitive
agreement
to
sell
our
Subsea
Communications
("SubCom")
business
for
$325
million,
subject
to
a
final
working
capital
adjustment.
The
agreement
provides
that,
if
the
purchaser
sells
the
business
within
two
years
of
the
closing
date,
we
will
be
entitled
to
20%
of
the
net
proceeds
of
that
future
sale,
as
defined
in
the
agreement,
in
excess
of
$325
million.
The
sale
of
the
SubCom
business,
which
was
previously
included
in
our
Communications
Solutions
segment,
represents
our
exit
from
the
telecommunications
market
and
is
significant
to
our
sales
and
profitability,
both
to
the
Communications
Solutions
segment
and
to
the
consolidated
company.
We
have
concluded
that
the
divestiture
is
a
strategic
shift
that
will
have
a
major
effect
on
our
operations
and
financial
results.
As
a
result,
the
SubCom
business
met
the
held
for
sale
and
discontinued
operations
criteria
and
was
reported
as
a
discontinued
operation
on
our
Consolidated
Financial
Statements
for
all
periods
presented.









Upon
entering
into
the
definitive
agreement,
which
we
consider
a
level
2
observable
input
in
the
fair
value
hierarchy,
we
assessed
the
carrying
value
of
the
SubCom
business
and
determined
that
it
was
in
excess
of
its
fair
value.
In
fiscal
2018,
we
recorded
a
pre-tax
impairment
charge
of
$19
million,
which
is
included
in
income
(loss)
from
discontinued
operations
on
the
Consolidated
Statement
of
Operations,
to
write
the
carrying
value
of
the
business
down
to
its
estimated
fair
value
less
costs
to
sell.
We
expect
to
incur
a
pre-tax
loss
on
sale
of
approximately
$90
million,
related
primarily
to
the
recognition
of
cumulative
translation
adjustment
losses
and
the
guarantee
liabilities
discussed
below,
which
will
be
presented
in
income
(loss)
from
discontinued
operations
on
the
Consolidated
Statement
of
Operations.
See
Note
23
for
additional
information
regarding
the
divestiture.
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 Fiscal
Year
End 



 
 2018 
 2017 



 
 (in
millions)
 

Accrued
and
other
current
liabilities 
 $ 141
 $ 127

Other
liabilities 
 
 26
 
 11

Restructuring
reserves 
 $ 167
 $ 138
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Following
the
divestiture,
we
will
continue
to
honor
performance
guarantees
and
letters
of
credit
related
to
the
SubCom
business'
existing
projects.
These
existing
guarantees
have
a
combined
value
of
approximately
$1.7
billion
and
are
expected
to
expire
at
various
dates
through
fiscal
2025;
however,
the
majority
are
expected
to
expire
within
two
years.
Also,
under
the
terms
of
the
definitive
agreement,
we
are
required
to
issue
up
to
$300
million
of
new
performance
guarantees,
subject
to
certain
limitations,
for
projects
entered
into
by
the
SubCom
business
following
the
sale
for
a
period
of
up
to
three
years.
We
have
contractual
recourse
against
the
SubCom
business
if
we
are
required
to
perform
on
these
guarantees;
however,
based
on
historical
experience,
we
do
not
anticipate
having
to
perform.









The
SubCom
business
generates
contract
revenues
for
construction
related
projects
which
are
recorded
primarily
using
the
percentage-of-completion
method.
Profits
recognized
on
contracts
in
process
are
based
upon
estimated
contract
revenue
and
related
cost
to
complete.
Percentage-of-completion
is
measured
based
on
the
ratio
of
actual
costs
incurred
to
total
estimated
costs.
Revisions
in
cost
estimates
as
contracts
progress
have
the
effect
of
increasing
or
decreasing
profits
in
the
current
period.
Provisions
for
anticipated
losses
are
made
in
the
period
in
which
they
first
become
determinable.
In
addition,
provisions
for
credit
losses
related
to
unbilled
receivables
on
construction
related
projects
are
recorded
as
reductions
of
revenue
in
the
period
in
which
they
first
become
determinable.









The
following
table
presents
the
summarized
components
of
income
(loss)
from
discontinued
operations,
net
of
income
taxes,
for
the
SubCom
business
and
prior
divestitures:
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 Fiscal 



 
 2018 
 2017 
 2016 



 
 (in
millions)
 

Net
sales 
 $ 702
 $ 928
 $ 886

Cost
of
sales 
 
 602
 
 653
 
 666

Gross
margin 
 
 100
 
 275
 
 220


Selling,
general,
and
administrative
expenses
(1) 
 
 48
 
 50
 
 13

Research,
development,
and
engineering
expenses 
 
 39
 
 40
 
 34

Restructuring
and
other
charges
(credits),
net
(2) 
 
 30
 
 (3) 
 3

Operating
income
(loss) 
 
 (17) 
 188
 
 170


Non-operating
income,
net
(3) 
 
 —
 
 22
 
 —

Pre-tax
income
(loss)
from
discontinued
operations 
 
 (17) 
 210
 
 170

Pre-tax
gain
(loss)
on
sale
of
discontinued
operations
(4) 
 
 (2) 
 3
 
 29

Income
tax
(expense)
benefit 
 
 —
 
 (70) 
 (37)
Income
(loss)
from
discontinued
operations,
net
of
income
taxes 
 $ (19) $ 143
 $ 162


(1) Fiscal
2016
included
$30
million
of
credits
related
to
the
settlement
of
the
Com-Net
case
as
discussed
below.


(2) Fiscal
2018
included
a
$19
million
impairment
charge
recorded
in
connection
with
the
sale
of
our
SubCom
business.


(3) Fiscal
2017
included
a
$19
million
credit
related
to
the
SubCom
business'
curtailment
of
a
postretirement
benefit
plan.
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The
following
table
presents
balance
sheet
information
for
assets
and
liabilities
held
for
sale:









During
fiscal
2016,
we
settled
a
lawsuit
with
the
former
shareholders
of
Com-Net,
which
we
acquired
in
fiscal
2001,
and
paid
an
aggregate
amount
of
$96
million.
In
connection
with
the
settlement,
we
recorded
pre-tax
credits
of
$30
million,
representing
a
release
of
excess
reserves,
during
fiscal
2016.
This
amount
was
reflected
in
income
(loss)
from
discontinued
operations
on
the
Consolidated
Statement
of
Operations
as
the
Com-Net
case
was
associated
with
our
former
Wireless
Systems
business
which
was
sold
in
fiscal
2009.
Also
during
fiscal
2016,
we
recognized
an
additional
pre-tax
gain
of
$29
million
on
the
fiscal
2015
divestiture
of
our
BNS
business,
related
primarily
to
pension
and
net
working
capital
adjustments.









The
Wireless
Systems
and
BNS
businesses
met
the
held
for
sale
and
discontinued
operations
criteria
and
were
reported
as
such
in
all
periods
presented
on
the
Consolidated
Financial
Statements.
Prior
to
reclassification
to
discontinued
operations,
the
Wireless
Systems
and
BNS
businesses
were
included
in
the
former
Wireless
Systems
and
Network
Solutions
segments,
respectively.

5.
Acquisitions

Fiscal 2018 Acquisitions









During
fiscal
2018,
we
acquired
two
businesses
for
a
combined
cash
purchase
price
of
$153
million,
net
of
cash
acquired.
The
acquisitions
were
reported
as
part
of
our
Industrial
Solutions
segment
from
the
date
of
acquisition.
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(4) Fiscal
2016
included
a
gain
of
$29
million
on
the
fiscal
2015
divestiture
of
our
Broadband
Network
Solutions
("BNS")
business
as
discussed
below.



 
 Fiscal
Year
End 



 
 2018 
 2017 



 
 (in
millions)
 

Accounts
receivable,
net 
 $ 72
 $ 152

Inventories 
 
 130
 
 166

Other
current
assets 
 
 32
 
 27

Property,
plant,
and
equipment,
net
(1) 
 
 221
 
 241

Other
assets 
 
 17
 
 16

Total
assets
held
for
sale
(2) 
 $ 472
 $ 602


Accounts
payable 
 $ 63
 $ 50

Accrued
and
other
current
liabilities 
 
 26
 
 39

Deferred
revenue 
 
 60
 
 48

Other
liabilities 
 
 39
 
 43

Total
liabilities
held
for
sale
(2) 
 $ 188
 $ 180


(1) Fiscal
year
end
2018
included
a
reduction
of
$19
million
related
to
the
impairment
charge
recorded
in
connection
with
the
sale
of
our
SubCom
business.


(2) Assets
and
liabilities
held
for
sale
at
fiscal
year
end
2017
were
classified
as
both
current
and
noncurrent
on
the
Consolidated
Balance
Sheet.
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Fiscal 2017 Acquisitions









During
fiscal
2017,
we
acquired
two
businesses
for
a
combined
cash
purchase
price
of
$250
million,
net
of
cash
acquired.
The
acquisitions
were
reported
as
part
of
our
Transportation
Solutions
and
Industrial
Solutions
segments
from
the
date
of
acquisition.

Fiscal 2016 Acquisitions









In
fiscal
2016,
we
acquired
four
businesses,
including
the
Creganna
Medical
group,
for
a
combined
cash
purchase
price
of
$1.3
billion,
net
of
cash
acquired.
The
acquisitions
were
reported
as
part
of
our
Industrial
Solutions
and
Transportation
Solutions
segments
from
the
date
of
acquisition.









The
following
table
summarizes
the
allocation
of
the
purchase
price
to
the
fair
value
of
identifiable
assets
acquired
and
liabilities
assumed
at
the
date
of
acquisition,
in
accordance
with
the
acquisition
method
of
accounting:









The
fair
values
assigned
to
intangible
assets
were
determined
using
the
income
approach,
specifically
the
relief
from
royalty
and
the
multi-period
excess
earnings
methods.
Both
valuation
methods
rely
on
management
judgment,
including
expected
future
cash
flows
resulting
from
existing
customer
relationships,
customer
attrition
rates,
contributory
effects
of
other
assets
utilized
in
the
business,
peer
group
cost
of
capital
and
royalty
rates,
and
other
factors.
Useful
lives
for
intangible
assets
were
determined
based
upon
the
remaining
useful
economic
lives
of
the
intangible
assets
that
are
expected
to
contribute
directly
or
indirectly
to
future
cash
flows.
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 (in
millions) 

Cash
and
cash
equivalents 
 $ 77

Other
current
assets 
 
 97

Goodwill 
 
 802

Intangible
assets 
 
 530

Other
non-current
assets 
 
 73

Total
assets
acquired 
 
 1,579


Current
liabilities 
 
 46

Deferred
income
taxes 
 
 100

Other
non-current
liabilities 
 
 20

Total
liabilities
assumed 
 
 166

Net
assets
acquired 
 
 1,413


Cash
and
cash
equivalents
acquired 
 
 (77)
Net
cash
paid 
 $ 1,336
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Acquired
intangible
assets
consisted
of
the
following:









The
acquired
intangible
assets
are
being
amortized
on
a
straight-line
basis
over
their
expected
useful
lives.









Goodwill
of
$802
million
was
recognized
in
these
transactions,
representing
the
excess
of
the
purchase
price
over
the
fair
value
of
the
tangible
and
intangible
assets
acquired
and
liabilities
assumed.
This
goodwill
is
attributable
primarily
to
cost
savings
and
other
synergies
related
to
operational
efficiencies
including
the
consolidation
of
manufacturing,
marketing,
and
general
and
administrative
functions.
The
goodwill
has
been
allocated
to
the
Industrial
Solutions
and
Transportation
Solutions
segments
and
is
not
deductible
for
tax
purposes.
However,
prior
to
being
acquired
by
us,
one
of
the
fiscal
2016
acquisitions
completed
certain
acquisitions
that
resulted
in
goodwill
with
an
estimated
value
of
$15
million
that
is
deductible
primarily
for
U.S.
tax
purposes,
which
we
will
deduct
through
2025.









Fiscal
2016
acquisitions
contributed
net
sales
of
$167
million
and
operating
income
of
$8
million
to
our
Consolidated
Statement
of
Operations
during
fiscal
2016.
The
operating
income
included
$10
million
of
acquisition
costs,
$7
million
associated
with
the
amortization
of
acquisition-related
fair
value
adjustments
related
to
acquired
inventories
and
customer
order
backlog,
and
$2
million
of
integration
costs.









The
following
unaudited
pro
forma
financial
information
reflects
our
consolidated
results
of
operations
had
the
fiscal
2016
acquisitions
occurred
at
the
beginning
of
fiscal
2015:









The
pro
forma
adjustments,
which
were
not
significant,
included
interest
expense
based
on
pro
forma
changes
in
our
combined
capital
structure,
charges
related
to
acquired
customer
order
backlog,
charges
related
to
the
amortization
of
the
fair
value
of
acquired
intangible
assets,
charges
related
to
the
fair
value
adjustment
to
acquisition-date
inventories,
and
acquisition
and
other
costs,
and
the
related
tax
effects.









Pro
forma
results
do
not
include
any
anticipated
synergies
or
other
anticipated
benefits
of
these
acquisitions.
Accordingly,
the
unaudited
pro
forma
financial
information
is
not
necessarily
indicative
of
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 Amount 


Weighted-Average

Amortization


Period 



 
 (in
millions)
 
 (in
years)
 

Customer
relationships 
 $ 300
 
 18

Developed
technology 
 
 170
 
 11

Trade
names
and
trademarks 
 
 45
 
 25

Customer
order
backlog 
 
 15
 
 3

Total 
 $ 530
 
 16




 
 Fiscal 



 
 2016 




 

(in
millions,
except

per
share
data)
 


Net
sales 
 $ 11,585

Net
income 
 
 2,038

Diluted
earnings
per
share 
 $ 5.52
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either
future
results
of
operations
or
results
that
might
have
been
achieved
had
these
acquisitions
occurred
at
the
beginning
of
the
preceding
fiscal
years.

6.
Inventories









Inventories
consisted
of
the
following:

7.
Property,
Plant,
and
Equipment,
Net









Net
property,
plant,
and
equipment
consisted
of
the
following:









Depreciation
expense
was
$487
million,
$442
million,
and
$411
million
in
fiscal
2018,
2017,
and
2016,
respectively.
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 Fiscal
Year
End 



 
 2018 
 2017 



 
 (in
millions)
 

Raw
materials 
 $ 276
 $ 271

Work
in
progress 
 
 656
 
 570

Finished
goods 
 
 925
 
 806

Inventories 
 $ 1,857
 $ 1,647




 
 Fiscal
Year
End 



 
 2018 
 2017 



 
 (in
millions)
 

Land
and
improvements 
 $ 171
 $ 174

Buildings
and
improvements 
 
 1,379
 
 1,324

Machinery
and
equipment 
 
 7,124
 
 6,757

Construction
in
process 
 
 724
 
 683

Gross
property,
plant,
and
equipment 
 
 9,398
 
 8,938

Accumulated
depreciation 
 
 (5,901) 
 (5,779)
Property,
plant,
and
equipment,
net 
 $ 3,497
 $ 3,159
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The
changes
in
the
carrying
amount
of
goodwill
by
segment
were
as
follows:









During
fiscal
2018,
we
recognized
goodwill
of
$78
million
in
the
Industrial
Solutions
segment
due
primarily
to
recent
acquisitions.
During
fiscal
2017,
we
acquired
two
businesses
and
recognized
goodwill
of
$130
million,
which
benefitted
the
Transportation
Solutions
and
Industrial
Solutions
segments.
Also
in
fiscal
2017,
we
finalized
the
purchase
price
allocation
of
our
fiscal
2016
acquisitions,
and
the
associated
goodwill
was
reduced
by
$34
million.
This
reduction,
which
was
primarily
within
the
Industrial
Solutions
segment,
is
reflected
in
fiscal
2017
acquisitions
in
the
above
table.
See
Note
5
for
additional
information
regarding
acquisitions.









We
completed
our
annual
goodwill
impairment
test
in
the
fourth
quarter
of
fiscal
2018
and
determined
that
no
impairment
existed.

9.
Intangible
Assets,
Net









Intangible
assets
consisted
of
the
following:
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Transportation


Solutions 

Industrial

Solutions 


Communications

Solutions 
 Total 




 
 (in
millions)
 


Fiscal
year
end
2016
(1) 
 $ 1,903
 $ 3,005
 $ 584
 $ 5,492

Acquisitions 
 
 82
 
 14
 
 —
 
 96

Currency
translation 
 
 26
 
 28
 
 9
 
 63


Fiscal
year
end
2017
(1) 
 
 2,011
 
 3,047
 
 593
 
 5,651

Acquisitions 
 
 —
 
 78
 
 —
 
 78

Currency
translation 
 
 (18) 
 (21) 
 (6) 
 (45)

Fiscal
year
end
2018
(1) 
 $ 1,993
 $ 3,104
 $ 587
 $ 5,684


(1) At
fiscal
year
end
2018,
2017,
and
2016,
accumulated
impairment
losses
for
the
Transportation
Solutions,
Industrial
Solutions,
and
Communications
Solutions
segments
were
$2,191
million,
$669
million,
and
$489
million,
respectively.



 
 Fiscal
Year
End 



 
 2018 
 2017 




 


Gross

Carrying

Amount 


Accumulated

Amortization 


Net

Carrying

Amount 


Gross

Carrying

Amount 


Accumulated

Amortization 


Net

Carrying

Amount 




 
 (in
millions)
 

Customer
relationships 
 $ 1,468
 $ (389) $ 1,079
 $ 1,433
 $ (300) $ 1,133

Intellectual
property 
 
 1,261
 
 (653) 
 608
 
 1,262
 
 (574) 
 688

Other 
 
 33
 
 (16) 
 17
 
 36
 
 (16) 
 20

Total 
 $ 2,762
 $ (1,058) $ 1,704
 $ 2,731
 $ (890) $ 1,841
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Intangible
asset
amortization
expense
was
$180
million,
$169
million,
and
$149
million
for
fiscal
2018,
2017,
and
2016,
respectively.
At
fiscal
year
end
2018,
the
aggregate
amortization
expense
on
intangible
assets
is
expected
to
be
as
follows:

10.
Accrued
and
Other
Current
Liabilities









Accrued
and
other
current
liabilities
consisted
of
the
following:
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 (in
millions) 

Fiscal
2019 
 $ 184

Fiscal
2020 
 
 176

Fiscal
2021 
 
 173

Fiscal
2022 
 
 173

Fiscal
2023 
 
 172

Thereafter 
 
 826

Total 
 $ 1,704




 
 Fiscal
Year
End 



 
 2018 
 2017 



 
 (in
millions)
 

Accrued
payroll
and
employee
benefits 
 $ 565
 $ 577

Dividends
payable
to
shareholders 
 
 303
 
 281

Income
taxes
payable 
 
 109
 
 121

Restructuring
reserves 
 
 141
 
 127

Share
repurchase
program
payable 
 
 94
 
 7

Interest
payable 
 
 34
 
 58

Deferred
revenue 
 
 27
 
 27

Other 
 
 438
 
 415

Accrued
and
other
current
liabilities 
 $ 1,711
 $ 1,613
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Debt
was
as
follows:









Tyco
Electronics
Group
S.A.
("TEGSA"),
our
100%-owned
subsidiary,
has
a
five-year
unsecured
senior
revolving
credit
facility
("Credit
Facility")
with
a
maturity
date
of
December
2020
and
total
commitments
of
$1,500
million.
TEGSA
had
no
borrowings
under
the
Credit
Facility
at
fiscal
year
end
2018
or
2017.









Borrowings
under
the
Credit
Facility
bear
interest
at
a
rate
per
annum
equal
to,
at
the
option
of
TEGSA,
(1)
LIBOR
plus
an
applicable
margin
based
upon
the
senior,
unsecured,
long-term
debt
rating
of
TEGSA,
or
(2)
an
alternate
base
rate
equal
to
the
highest
of
(i)
Bank
of
America,
N.A.'s
base
rate,
(ii)
the
federal
funds
effective
rate
plus
1
/
2
of
1%,
and
(iii)
one-month
LIBOR
plus
1%,
plus,
in
each
case,
an
applicable
margin
based
upon
the
senior,
unsecured,
long-term
debt
rating
of
TEGSA.
TEGSA
is
required
to
pay
an
annual
facility
fee
ranging
from
5.0
to
12.5
basis
points
based
upon
the
amount
of
the
lenders'
commitments
under
the
Credit
Facility
and
the
applicable
credit
ratings
of
TEGSA.









The
Credit
Facility
contains
a
financial
ratio
covenant
providing
that
if,
as
of
the
last
day
of
each
fiscal
quarter,
our
ratio
of
Consolidated
Total
Debt
to
Consolidated
EBITDA
(as
defined
in
the
Credit
Facility)
for
the
then
most
recently
concluded
period
of
four
consecutive
fiscal
quarters
exceeds
3.75
to
1.0,
an
Event
of
Default
(as
defined
in
the
Credit
Facility)
is
triggered.
The
Credit
Facility
and
our
other
debt
agreements
contain
other
customary
covenants.









Periodically,
TEGSA
issues
commercial
paper
to
U.S.
institutional
accredited
investors
and
qualified
institutional
buyers
in
accordance
with
available
exemptions
from
the
registration
requirements
of
the
Securities
Act
of
1933
as
part
of
our
ongoing
effort
to
maintain
financial
flexibility

85



 
 Fiscal
Year
End 



 
 2018 
 2017 



 
 (in
millions)
 

Commercial
paper,
at
a
weighted-average
interest
rate
of
2.35%
at
fiscal
year
end
2018 
 $ 270
 $ —

6.55%
senior
notes
due
2017 
 
 —
 
 708

2.375%
senior
notes
due
2018 
 
 325
 
 325

2.35%
senior
notes
due
2019 
 
 250
 
 250

4.875%
senior
notes
due
2021 
 
 250
 
 250

3.50%
senior
notes
due
2022 
 
 500
 
 500

1.10%
euro-denominated
senior
notes
due
2023 
 
 639
 
 650

3.45%
senior
notes
due
2024 
 
 350
 
 350

3.70%
senior
notes
due
2026 
 
 350
 
 350

3.125%
senior
notes
due
2027 
 
 400
 
 400

7.125%
senior
notes
due
2037 
 
 477
 
 477

Other 
 
 210
 
 96

Total
principal
debt 
 
 4,021
 
 4,356


Unamortized
discounts
and
debt
issuance
costs 
 
 (21) 
 (26)
Effects
of
fair
value
hedge-designated
interest
rate
swap
contracts 
 
 —
 
 14

Total
debt 
 $ 4,000
 $ 4,344
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and
to
potentially
decrease
the
cost
of
borrowings.
Borrowings
under
the
commercial
paper
program
are
backed
by
the
Credit
Facility.









TEGSA's
payment
obligations
under
its
senior
notes,
commercial
paper,
and
Credit
Facility
are
fully
and
unconditionally
guaranteed
by
its
parent,
TE
Connectivity
Ltd.









At
fiscal
year
end
2018,
principal
payments
required
for
debt
are
as
follows:









The
fair
value
of
our
debt,
based
on
indicative
valuations,
was
approximately
$4,149
million
and
$4,622
million
at
fiscal
year
end
2018
and
2017,
respectively.

12.
Commitments
and
Contingencies

Legal Proceedings









In
the
normal
course
of
business,
we
are
subject
to
various
legal
proceedings
and
claims,
including
patent
infringement
claims,
product
liability
matters,
employment
disputes,
disputes
on
agreements,
other
commercial
disputes,
environmental
matters,
antitrust
claims,
and
tax
matters,
including
non-income
tax
matters
such
as
value
added
tax,
sales
and
use
tax,
real
estate
tax,
and
transfer
tax.
Although
it
is
not
feasible
to
predict
the
outcome
of
these
proceedings,
based
upon
our
experience,
current
information,
and
applicable
law,
we
do
not
expect
that
the
outcome
of
these
proceedings,
either
individually
or
in
the
aggregate,
will
have
a
material
effect
on
our
results
of
operations,
financial
position,
or
cash
flows.

Environmental Matters









We
are
involved
in
various
stages
of
investigation
and
cleanup
related
to
environmental
remediation
matters
at
a
number
of
sites.
The
ultimate
cost
of
site
cleanup
is
difficult
to
predict
given
the
uncertainties
regarding
the
extent
of
the
required
cleanup,
the
interpretation
of
applicable
laws
and
regulations,
and
alternative
cleanup
methods.
As
of
fiscal
year
end
2018,
we
concluded
that
we
would
incur
investigation
and
remediation
costs
at
these
sites
in
the
reasonably
possible
range
of
$15
million
to
$42
million,
and
we
accrued
$17
million
as
the
probable
loss,
which
was
the
best
estimate
within
this
range.
We
believe
that
any
potential
payment
of
such
estimated
amounts
will
not
have
a
material
adverse
effect
on
our
results
of
operations,
financial
position,
or
cash
flows.

Leases









We
have
facility,
land,
vehicle,
and
equipment
leases
that
expire
at
various
dates.
Rental
expense
under
these
operating
leases
was
$141
million,
$147
million,
and
$137
million
for
fiscal
2018,
2017,
and
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 (in
millions) 

Fiscal
2019 
 $ 963

Fiscal
2020 
 
 —

Fiscal
2021 
 
 252

Fiscal
2022 
 
 501

Fiscal
2023 
 
 639

Thereafter 
 
 1,666

Total 
 $ 4,021
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2016,
respectively.
At
fiscal
year
end
2018,
future
minimum
lease
payments
under
non-cancelable
operating
lease
obligations
were
as
follows:

Guarantees









In
disposing
of
assets
or
businesses,
we
often
provide
representations,
warranties,
and/or
indemnities
to
cover
various
risks
including
unknown
damage
to
assets,
environmental
risks
involved
in
the
sale
of
real
estate,
liability
for
investigation
and
remediation
of
environmental
contamination
at
waste
disposal
sites
and
manufacturing
facilities,
and
unidentified
tax
liabilities
and
legal
fees
related
to
periods
prior
to
disposition.
We
do
not
expect
that
these
uncertainties
will
have
a
material
adverse
effect
on
our
results
of
operations,
financial
position,
or
cash
flows.









At
fiscal
year
end
2018,
we
had
outstanding
letters
of
credit,
letters
of
guarantee,
and
surety
bonds
of
$275
million.

13.
Financial
Instruments
and
Fair
Value
Measurements









We
use
derivative
and
non-derivative
financial
instruments
to
manage
certain
exposures
to
foreign
currency,
interest
rate,
investment,
and
commodity
risks.









The
effects
of
derivative
instruments
on
the
Consolidated
Statements
of
Operations
were
immaterial
for
fiscal
2018,
2017,
and
2016.

Foreign Exchange Risks and Hedges of Net Investment









As
part
of
managing
the
exposure
to
changes
in
foreign
currency
exchange
rates,
we
utilize
cross-currency
swap
contracts
and
foreign
currency
forward
contracts,
a
portion
of
which
are
designated
as
cash
flow
hedges.
The
objective
of
these
contracts
is
to
minimize
impacts
to
cash
flows
and
profitability
due
to
changes
in
foreign
currency
exchange
rates
on
intercompany
and
other
cash
transactions.
We
expect
that
significantly
all
of
the
balance
in
accumulated
other
comprehensive
income
(loss)
associated
with
the
cash
flow
hedge-designated
instruments
addressing
foreign
exchange
risks
will
be
reclassified
into
the
Consolidated
Statement
of
Operations
within
the
next
twelve
months.









During
fiscal
2015,
we
entered
into
cross-currency
swap
contracts
with
an
aggregate
notional
value
of
€1,000
million
to
reduce
our
exposure
to
foreign
currency
exchange
risk
associated
with
certain
intercompany
loans.
Under
the
terms
of
these
contracts,
which
have
been
designated
as
cash
flow
hedges,
we
make
quarterly
interest
payments
in
euros
at
3.50%
per
annum
and
receive
interest
in
U.S.
dollars
at
a
weighted-average
rate
of
5.33%
per
annum.
Upon
maturity
of
these
contracts
in
fiscal
2022,
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 (in
millions) 

Fiscal
2019 
 $ 97

Fiscal
2020 
 
 76

Fiscal
2021 
 
 62

Fiscal
2022 
 
 48

Fiscal
2023 
 
 38

Thereafter 
 
 82

Total 
 $ 403
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we
will
pay
the
notional
value
of
the
contracts
in
euros
and
receive
U.S.
dollars
from
our
counterparties.
In
connection
with
the
cross-currency
swap
contracts,
we
are
required
to
post
cash
collateral
with
our
counterparties.









At
fiscal
year
end
2018
and
2017,
our
cross-currency
swap
contracts
were
in
liability
positions
of
$100
million
and
$96
million,
respectively,
and
were
recorded
in
other
liabilities
on
the
Consolidated
Balance
Sheets.
At
fiscal
year
end
2018
and
2017,
collateral
paid
to
our
counterparties
approximated
the
derivative
positions
and
was
recorded
in
prepaid
expenses
and
other
current
assets
on
the
Consolidated
Balance
Sheets.
The
impacts
of
our
cross-currency
swap
contracts
were
as
follows:









We
hedge
our
net
investment
in
certain
foreign
operations
using
intercompany
loans
and
external
borrowings
denominated
in
the
same
currencies.
The
aggregate
notional
value
of
these
hedges
was
$4,064
million
and
$3,110
million
at
fiscal
year
end
2018
and
2017,
respectively.
The
impacts
of
our
hedging
program
were
as
follows:

Interest Rate and Investment Risk Management









We
issue
debt,
as
needed,
to
fund
our
operations
and
capital
requirements.
Such
borrowings
can
result
in
interest
rate
exposure.
To
manage
the
interest
rate
exposure,
we
use
interest
rate
swap
contracts
to
convert
a
portion
of
fixed-rate
debt
into
variable-rate
debt.
We
may
use
forward
starting
interest
rate
swap
contracts
to
manage
interest
rate
exposure
in
periods
prior
to
the
anticipated
issuance
of
fixed-rate
debt.
We
also
utilize
investment
swap
contracts
to
manage
earnings
exposure
on
certain
nonqualified
deferred
compensation
liabilities.

Commodity Hedges









As
part
of
managing
the
exposure
to
certain
commodity
price
fluctuations,
we
utilize
commodity
swap
contracts
designated
as
cash
flow
hedges.
The
objective
of
these
contracts
is
to
minimize
impacts
to
cash
flows
and
profitability
due
to
changes
in
prices
of
commodities
used
in
production.
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 Fiscal 



 
 2018 
 2017 
 2016 



 
 (in
millions)
 

Losses
recorded
in
other
comprehensive
income
(loss) 
 $ (25) $ (20) $ (26)
Gains
(losses)
excluded
from
the
hedging
relationship
(1) 
 
 21
 
 (58) 
 (7)

(1) Gains
and
losses
excluded
from
the
hedging
relationship
are
recognized
prospectively
in
selling,
general,
and
administrative
expenses
and
are
offset
by
losses
and
gains
generated
as
a
result
of
re-measuring
certain
intercompany
loans
to
the
U.S.
dollar.



 
 Fiscal 



 
 2018 
 2017 
 2016 



 
 (in
millions)
 


Foreign
currency
exchange
gains
(losses)
(1) 
 $ 36
 $ (74) $ (45)

(1) Foreign
currency
exchange
gains
and
losses
are
recorded
as
currency
translation,
a
component
of
accumulated
other
comprehensive
income
(loss),
and
are
offset
by
changes
attributable
to
the
translation
of
the
net
investment.
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At
fiscal
year
end
2018
and
2017,
our
commodity
hedges
had
notional
values
of
$401
million
and
$314
million,
respectively.
We
expect
that
significantly
all
of
the
balance
in
accumulated
other
comprehensive
income
(loss)
associated
with
the
commodity
hedges
will
be
reclassified
into
the
Consolidated
Statement
of
Operations
within
the
next
twelve
months.

Fair Value Measurements









Financial
instruments
recorded
at
fair
value
on
a
recurring
basis,
which
consist
of
derivative
instruments
and
marketable
securities,
were
immaterial
at
fiscal
year
end
2018
and
2017.

14.
Retirement
Plans

Defined Benefit Pension Plans









We
have
a
number
of
contributory
and
noncontributory
defined
benefit
retirement
plans
covering
certain
of
our
non-U.S.
and
U.S.
employees,
designed
in
accordance
with
local
customs
and
practice.









The
net
periodic
pension
benefit
cost
for
all
non-U.S.
and
U.S.
defined
benefit
pension
plans
was
as
follows:









The
components
of
net
periodic
pension
benefit
cost
other
than
service
cost
are
included
in
net
other
income
(expense)
on
the
Consolidated
Statements
of
Operations.
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 Non-U.S.
Plans 
 U.S.
Plans 



 
 Fiscal 
 Fiscal 



 
 2018 
 2017 
 2016 
 2018 
 2017 
 2016 



 
 ($
in
millions)
 

Service
cost 
 $ 46
 $ 50
 $ 48
 $ 14
 $ 12
 $ 9

Interest
cost 
 
 42
 
 35
 
 52
 
 43
 
 43
 
 50

Expected
return
on
plan
assets 
 
 (69) 
 (68) 
 (68) 
 (59) 
 (53) 
 (59)
Amortization
of
net
actuarial
loss 
 
 24
 
 41
 
 36
 
 22
 
 40
 
 40

Other 
 
 (6) 
 (4) 
 (6) 
 —
 
 —
 
 —

Net
periodic
pension
benefit
cost 
 $ 37
 $ 54
 $ 62
 $ 20
 $ 42
 $ 40


Weighted-average
assumptions
used
to
determine
net
pension
benefit
cost
during
the
fiscal
year: 
 
 

 
 

 
 

 
 

 
 

 
 



Discount
rate 
 
 1.87% 
 1.44% 
 2.50% 
 3.77% 
 3.58% 
 4.38%
Expected
return
on
plan
assets 
 
 4.92% 
 5.21% 
 5.98% 
 6.45% 
 5.93% 
 6.97%
Rate
of
compensation
increase 
 
 2.53% 
 2.52% 
 2.81% 
 —% 
 —% 
 —%
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The
following
table
represents
the
changes
in
benefit
obligation
and
plan
assets
and
the
net
amount
recognized
on
the
Consolidated
Balance
Sheets
for
all
non-
U.S.
and
U.S.
defined
benefit
pension
plans:
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 Non-U.S.
Plans 
 U.S.
Plans 



 
 Fiscal 
 Fiscal 



 
 2018 
 2017 
 2018 
 2017 



 
 ($
in
millions)
 

Change
in
benefit
obligation: 
 
 

 
 

 
 

 
 


Benefit
obligation
at
beginning
of
fiscal
year 
 $ 2,292
 $ 2,535
 $ 1,191
 $ 1,250

Service
cost 
 
 46
 
 50
 
 14
 
 12

Interest
cost 
 
 42
 
 35
 
 43
 
 43

Actuarial
gain 
 
 (22) 
 (301) 
 (69) 
 (34)
Benefits
and
administrative
expenses
paid 
 
 (77) 
 (69) 
 (86) 
 (82)
Currency
translation 
 
 (43) 
 29
 
 —
 
 —

Other 
 
 (18) 
 13
 
 —
 
 2


Benefit
obligation
at
end
of
fiscal
year 
 
 2,220
 
 2,292
 
 1,093
 
 1,191

Change
in
plan
assets: 
 
 

 
 

 
 

 
 


Fair
value
of
plan
assets
at
beginning
of
fiscal
year 
 
 1,402
 
 1,371
 
 963
 
 929

Actual
return
on
plan
assets 
 
 51
 
 49
 
 37
 
 115

Employer
contributions 
 
 51
 
 47
 
 3
 
 1

Benefits
and
administrative
expenses
paid 
 
 (77) 
 (69) 
 (86) 
 (82)
Currency
translation 
 
 (30) 
 (2) 
 —
 
 —

Other 
 
 (7) 
 6
 
 —
 
 —


Fair
value
of
plan
assets
at
end
of
fiscal
year 
 
 1,390
 
 1,402
 
 917
 
 963

Funded
status 
 $ (830) $ (890) $ (176) $ (228)

Amounts
recognized
on
the
Consolidated
Balance
Sheets: 
 
 

 
 

 
 

 
 


Other
assets 
 $ 107
 $ 50
 $ —
 $ —

Accrued
and
other
current
liabilities 
 
 (23) 
 (22) 
 (5) 
 (5)
Long-term
pension
and
postretirement
liabilities 
 
 (914) 
 (918) 
 (171) 
 (223)
Net
amount
recognized 
 $ (830) $ (890) $ (176) $ (228)

Weighted-average
assumptions
used
to
determine
pension
benefit
obligation
at
fiscal
year
end: 
 
 

 
 

 
 

 
 



Discount
rate 
 
 1.94%
 1.87%
 4.35%
 3.77%
Rate
of
compensation
increase 
 
 2.57%
 2.53%
 —%
 —%
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The
pre-tax
amounts
recognized
in
accumulated
other
comprehensive
income
(loss)
for
all
non-U.S.
and
U.S.
defined
benefit
pension
plans
were
as
follows:









In
fiscal
2018
and
2017,
unrecognized
actuarial
gains
recorded
in
accumulated
other
comprehensive
income
(loss)
were
primarily
the
result
of
higher
discount
rates
and
favorable
asset
performance
for
both
non-U.S.
and
U.S.
defined
benefit
pension
plans
as
compared
to
fiscal
2017
and
2016,
respectively.









The
estimated
amortization
of
actuarial
losses
from
accumulated
other
comprehensive
income
(loss)
into
net
periodic
pension
benefit
cost
for
non-U.S.
and
U.S.
defined
benefit
pension
plans
in
fiscal
2019
is
expected
to
be
$24
million
and
$17
million,
respectively.
The
estimated
amortization
of
prior
service
credit
from
accumulated
other
comprehensive
income
(loss)
into
net
periodic
pension
benefit
cost
for
non-U.S.
defined
benefit
pension
plans
in
fiscal
2019
is
expected
to
be
$7
million.









In
determining
the
expected
return
on
plan
assets,
we
consider
the
relative
weighting
of
plan
assets
by
class
and
individual
asset
class
performance
expectations.









The
investment
strategies
for
non-U.S.
and
U.S.
pension
plans
are
governed
locally.
Our
investment
strategy
for
our
pension
plans
is
to
manage
the
plans
on
a
going
concern
basis.
Current
investment
policy
is
to
achieve
a
reasonable
return
on
assets,
subject
to
a
prudent
level
of
portfolio
risk,
for
the
purpose
of
enhancing
the
security
of
benefits
for
participants.
Projected
returns
are
based
primarily
on
pro
forma
asset
allocation,
expected
long-term
returns,
and
forward-looking
estimates
of
active
portfolio
and
investment
management.









At
fiscal
year
end
2018,
the
long-term
target
asset
allocation
in
our
U.S.
plans'
master
trust
is
10%
return-seeking
assets
and
90%
liability-hedging
assets.
Return-seeking
assets,
including
non-U.S.
and
U.S.
equity
securities,
are
assets
intended
to
generate
returns
in
excess
of
pension
liability
growth.
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 Non-U.S.
Plans 
 U.S.
Plans 



 
 Fiscal 
 Fiscal 



 
 2018 
 2017 
 2018 
 2017 



 
 (in
millions)
 

Change
in
net
loss: 
 
 

 
 

 
 

 
 


Unrecognized
net
loss
at
beginning
of
fiscal
year 
 $ 513
 $ 839
 $ 292
 $ 428

Current
year
change
recorded
in
accumulated
other
comprehensive
income
(loss) 
 
 (13) 
 (285) 
 (46) 
 (96)
Amortization
reclassified
to
earnings 
 
 (24) 
 (41) 
 (22) 
 (40)
Unrecognized
net
loss
at
end
of
fiscal
year 
 $ 476
 $ 513
 $ 224
 $ 292

Change
in
prior
service
credit: 
 
 

 
 

 
 

 
 


Unrecognized
prior
service
credit
at
beginning
of
fiscal
year 
 $ (59) $ (70) $ 2
 $ —

Current
year
change
recorded
in
accumulated
other
comprehensive
income
(loss) 
 
 (5) 
 5
 
 —
 
 2

Amortization
reclassified
to
earnings
(1) 
 
 6
 
 6
 
 —
 
 —

Unrecognized
prior
service
credit
at
end
of
fiscal
year 
 $ (58) $ (59) $ 2
 $ 2


(1) Amortization
of
prior
service
credit
is
included
in
other
in
the
above
table
summarizing
the
components
of
net
periodic
pension
benefit
cost.
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Liability-hedging
assets,
including
government
and
corporate
bonds,
are
assets
intended
to
have
characteristics
similar
to
pension
liabilities
and
are
used
to
better
match
asset
cash
flows
with
expected
obligation
cash
flows.
Asset
re-allocation
to
meet
that
target
is
occurring
over
a
multi-year
period
based
on
the
funded
status.
We
expect
to
reach
our
target
allocation
when
the
funded
status
of
the
plans
exceeds
105%.
Based
on
the
funded
status
of
the
plans
as
of
fiscal
year
end
2018,
our
target
asset
allocation
is
45%
return-seeking
and
55%
liability-hedging.









Target
weighted-average
asset
allocation
and
weighted-average
asset
allocation
for
non-U.S.
and
U.S.
pension
plans
were
as
follows:









Our
common
shares
are
not
a
direct
investment
of
our
pension
funds;
however,
the
pension
funds
may
indirectly
include
our
shares.
The
aggregate
amount
of
our
common
shares
would
not
be
considered
material
relative
to
the
total
pension
fund
assets.









Our
funding
policy
is
to
make
contributions
in
accordance
with
the
laws
and
customs
of
the
various
countries
in
which
we
operate
as
well
as
to
make
discretionary
voluntary
contributions
from
time
to
time.
We
expect
to
make
the
minimum
required
contributions
of
$42
million
and
$5
million
to
our
non-U.S.
and
U.S.
pension
plans,
respectively,
in
fiscal
2019.
We
may
also
make
voluntary
contributions
at
our
discretion.









At
fiscal
year
end
2018,
benefit
payments,
which
reflect
future
expected
service,
as
appropriate,
are
expected
to
be
paid
as
follows:
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 Non-U.S.
Plans 
 U.S.
Plans 




 
 Target 


Fiscal

Year
End


2018 


Fiscal

Year
End


2017 
 Target 


Fiscal

Year
End


2018 


Fiscal

Year
End


2017 

Asset
category: 
 
 

 
 

 
 

 
 

 
 

 
 


Equity
securities 
 
 27%
 29%
 30%
 45%
 53%
 50%
Fixed
income 
 
 51
 
 49
 
 49
 
 55
 
 47
 
 50

Insurance
contracts
and
other
investments 
 
 20
 
 20
 
 19
 
 —
 
 —
 
 —

Real
estate
investments 
 
 2
 
 2
 
 2
 
 —
 
 —
 
 —

Total 
 
 100%
 100%
 100%
 100%
 100%
 100%



 
 Non-U.S.
Plans 
 U.S.
Plans 



 
 (in
millions)
 

Fiscal
2019 
 $ 74
 $ 76

Fiscal
2020 
 
 78
 
 73

Fiscal
2021 
 
 82
 
 73

Fiscal
2022 
 
 83
 
 74

Fiscal
2023 
 
 88
 
 74

Fiscal
2024–2028 
 
 487
 
 368
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Presented
below
is
the
accumulated
benefit
obligation
for
all
non-U.S.
and
U.S.
pension
plans
as
well
as
additional
information
related
to
plans
with
an
accumulated
benefit
obligation
in
excess
of
plan
assets
and
plans
with
a
projected
benefit
obligation
in
excess
of
plan
assets.









We
value
our
pension
assets
based
on
the
fair
value
hierarchy
of
ASC
820,
Fair
Value
Measurements
and
Disclosures
.
Details
of
the
fair
value
hierarchy
are
described
in
Note
2.
The
following
table
presents
our
defined
benefit
pension
plans'
asset
categories
and
their
associated
fair
value
within
the
fair
value
hierarchy:
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 Non-U.S.
Plans 
 U.S.
Plans 



 
 Fiscal
Year
End 
 Fiscal
Year
End 



 
 2018 
 2017 
 2018 
 2017 



 
 (in
millions)
 

Accumulated
benefit
obligation 
 $ 2,099
 $ 2,167
 $ 1,093
 $ 1,191

Pension
plans
with
accumulated
benefit
obligations
in
excess
of
plan
assets: 
 
 

 
 

 
 

 
 


Accumulated
benefit
obligation 
 
 1,400
 
 1,402
 
 1,093
 
 1,191

Fair
value
of
plan
assets 
 
 580
 
 581
 
 917
 
 963


Pension
plans
with
projected
benefit
obligations
in
excess
of
plan
assets: 
 
 

 
 

 
 

 
 


Projected
benefit
obligation 
 
 1,560
 
 1,524
 
 1,093
 
 1,191

Fair
value
of
plan
assets 
 
 623
 
 583
 
 917
 
 963




 
 Fiscal
Year
End
2018 



 
 Non-U.S.
Plans 
 U.S.
Plans 



 
 Level
1 
 Level
2 
 Level
3 
 Total 
 Level
1 
 Level
2 
 Level
3 
 Total 



 
 (in
millions)
 

Equity: 
 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 


Non-U.S.
equity
securities
(1) 
 $ —
 $ —
 $ —
 $ —
 $ 220
 $ —
 $ —
 $ 220

U.S.
equity
securities
(1) 
 
 —
 
 —
 
 —
 
 —
 
 265
 
 —
 
 —
 
 265

Commingled
equity
funds
(2) 
 
 —
 
 397
 
 —
 
 397
 
 —
 
 —
 
 —
 
 —


Fixed
income: 
 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 


Government
bonds
(3) 
 
 —
 
 213
 
 —
 
 213
 
 —
 
 45
 
 —
 
 45

Corporate
bonds
(4) 
 
 —
 
 6
 
 —
 
 6
 
 —
 
 283
 
 —
 
 283

Commingled
bond
funds
(5) 
 
 —
 
 464
 
 —
 
 464
 
 —
 
 87
 
 —
 
 87


Other
(6) 
 
 —
 
 184
 
 120
 
 304
 
 —
 
 11
 
 —
 
 11

Subtotal 
 $ —
 $ 1,264
 $ 120
 
 1,384
 $ 485
 $ 426
 $ —
 
 911

Items
to
reconcile
to
fair
value
of
plan
assets
(7) 
 
 

 
 

 
 

 
 6
 
 

 
 

 
 

 
 6

Fair
value
of
plan
assets 
 
 

 
 

 
 

 $ 1,390
 
 

 
 

 
 

 $ 917
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 Fiscal
Year
End
2017 



 
 Non-U.S.
Plans 
 U.S.
Plans 



 
 Level
1 
 Level
2 
 Level
3 
 Total 
 Level
1 
 Level
2 
 Level
3 
 Total 



 
 (in
millions)
 

Equity: 
 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 


Non-U.S.
equity
securities
(1) 
 $ —
 $ —
 $ —
 $ —
 $ 227
 $ —
 $ —
 $ 227

U.S.
equity
securities
(1) 
 
 —
 
 —
 
 —
 
 —
 
 250
 
 —
 
 —
 
 250

Commingled
equity
funds
(2) 
 
 —
 
 418
 
 —
 
 418
 
 —
 
 —
 
 —
 
 —


Fixed
income: 
 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 


Government
bonds
(3) 
 
 —
 
 219
 
 —
 
 219
 
 —
 
 59
 
 —
 
 59

Corporate
bonds
(4) 
 
 —
 
 8
 
 —
 
 8
 
 —
 
 351
 
 —
 
 351

Commingled
bond
funds
(5) 
 
 —
 
 455
 
 —
 
 455
 
 —
 
 48
 
 —
 
 48


Other
(6) 
 
 —
 
 180
 
 117
 
 297
 
 —
 
 16
 
 —
 
 16

Subtotal 
 $ —
 $ 1,280
 $ 117
 
 1,397
 $ 477
 $ 474
 $ —
 
 951

Items
to
reconcile
to
fair
value
of
plan
assets
(7) 
 
 

 
 

 
 

 
 5
 
 

 
 

 
 

 
 12

Fair
value
of
plan
assets 
 
 

 
 

 
 

 $ 1,402
 
 

 
 

 
 

 $ 963


(1) Non-U.S.
and
U.S.
equity
securities
are
valued
at
the
closing
price
reported
on
the
stock
exchange
on
which
the
individual
securities
are
traded.


(2) Commingled
equity
funds
are
pooled
investments
in
multiple
equity-type
securities.
Fair
value
is
calculated
as
the
closing
price
of
the
underlying
investments,
an
observable
market
condition,
divided
by
the
number
of
shares
of
the
fund
outstanding.


(3) Government
bonds
are
marked
to
fair
value
based
on
quoted
market
prices
or
market
approach
valuation
models
using
observable
market
data
such
as
quotes,
spreads,
and
data
points
for
yield
curves.


(4) Corporate
bonds
are
marked
to
fair
value
based
on
quoted
market
prices
or
market
approach
valuation
models
using
observable
market
data
such
as
quotes,
spreads,
and
data
points
for
yield
curves.


(5) Commingled
bond
funds
are
pooled
investments
in
multiple
debt-type
securities.
Fair
value
is
calculated
as
the
closing
price
of
the
underlying
investments,
an
observable
market
condition,
divided
by
the
number
of
shares
of
the
fund
outstanding.


(6) Other
investments
are
composed
of
insurance
contracts,
derivatives,
short-term
investments,
structured
products
such
as
collateralized
obligations
and
mortgage-
and
asset-backed
securities,
real
estate
investments,
and
hedge
funds.
Insurance
contracts
are
valued
using
cash
surrender
value,
or
face
value
of
the
contract
if
a
cash
surrender
value
is
unavailable
(level
2),
as
these
values
represent
the
amount
that
the
plan
would
receive
on
termination
of
the
underlying
contract.
Derivatives,
short-term
investments,
and
structured
products
are
marked
to
fair
value
using
models
that
are
supported
by
observable
market
based
data
(level
2).
Real
estate
investments
include
investments
in
commingled
real
estate
funds
and
are
valued
at
net
asset
value
which
is
calculated
using
unobservable
inputs
that
are
supported
by
little
or
no
market
activity
(level
3).
Hedge
funds
are
valued
at
their
net
asset
value
which
is
calculated
using
unobservable
inputs
that
are
supported
by
little
or
no
market
activity
(level
3).


(7) Items
to
reconcile
to
fair
value
of
plan
assets
include
amounts
receivable
for
securities
sold,
amounts
payable
for
securities
purchased,
and
any
cash
balances,
considered
to
be
carried
at
book
value,
that
are
held
in
the
plans.
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Changes
in
Level
3
assets
in
non-U.S.
plans
were
primarily
the
result
of
purchases
in
fiscal
2018
and
2017.

Defined Contribution Retirement Plans









We
maintain
several
defined
contribution
retirement
plans,
the
most
significant
of
which
is
located
in
the
U.S.
These
plans
include
401(k)
matching
programs,
as
well
as
qualified
and
nonqualified
profit
sharing
and
share
bonus
retirement
plans.
Expense
for
the
defined
contribution
plans
is
computed
as
a
percentage
of
participants'
compensation
and
was
$62
million,
$60
million,
and
$52
million
for
fiscal
2018,
2017,
and
2016,
respectively.

Deferred Compensation Plans









We
maintain
nonqualified
deferred
compensation
plans,
which
permit
eligible
employees
to
defer
a
portion
of
their
compensation.
A
record
keeping
account
is
set
up
for
each
participant
and
the
participant
chooses
from
a
variety
of
measurement
funds
for
the
deemed
investment
of
their
accounts.
The
measurement
funds
correspond
to
a
number
of
funds
in
our
401(k)
plans
and
the
account
balance
fluctuates
with
the
investment
returns
on
those
funds.
At
fiscal
year
end
2018
and
2017,
total
deferred
compensation
liabilities
were
$189
million
and
$157
million,
respectively,
and
were
recorded
primarily
in
other
liabilities
on
the
Consolidated
Balance
Sheets.
See
Note
13
for
additional
information
regarding
our
risk
management
strategy
related
to
deferred
compensation
liabilities.

Postretirement Benefit Plans









In
addition
to
providing
pension
and
401(k)
benefits,
we
also
provide
certain
health
care
coverage
continuation
for
qualifying
retirees
from
the
date
of
retirement
to
age
65.
The
accumulated
postretirement
benefit
obligation
was
$18
million
and
$19
million
at
fiscal
year
end
2018
and
2017,
respectively,
and
the
underfunded
status
of
the
postretirement
benefit
plans
was
included
primarily
in
long-term
pension
and
postretirement
liabilities
on
the
Consolidated
Balance
Sheets.
Activity
during
fiscal
2018,
2017,
and
2016
was
not
significant.
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Income
Tax
Expense
(Benefit)










Significant
components
of
the
income
tax
expense
(benefit)
were
as
follows:









The
U.S.
and
non-U.S.
components
of
income
from
continuing
operations
before
income
taxes
were
as
follows:
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 Fiscal 



 
 2018 
 2017 
 2016 



 
 (in
millions)
 

Current
income
tax
expense
(benefit): 
 
 

 
 

 
 


U.S.: 
 
 

 
 

 
 


Federal 
 $ 20
 $ (9) $ (1,120)
State 
 
 21
 
 9
 
 (163)

Non-U.S.
 
 
 406
 
 322
 
 321


 
 447
 
 322
 
 (962)

Deferred
income
tax
expense
(benefit): 
 
 

 
 

 
 


U.S.: 
 
 

 
 

 
 


Federal 
 
 499
 
 (119) 
 133

State 
 
 (30) 
 (15) 
 18


Non-U.S.
 
 
 (1,260) 
 (8) 
 (15)

 
 (791) 
 (142) 
 136


Income
tax
expense
(benefit) 
 $ (344) $ 180
 $ (826)



 
 Fiscal 



 
 2018 
 2017 
 2016 



 
 (in
millions)
 

U.S.
 
 $ (245) $ (273) $ (244)
Non-U.S.
 
 
 2,485
 
 1,993
 
 1,265

Income
from
continuing
operations
before
income
taxes 
 $ 2,240
 $ 1,720
 $ 1,021
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The
reconciliation
between
U.S.
federal
income
taxes
at
the
statutory
rate
and
income
tax
expense
(benefit)
was
as
follows:









The
income
tax
benefit
for
fiscal
2018
included
a
$1,222
million
net
income
tax
benefit
associated
with
the
tax
impacts
of
certain
legal
entity
restructurings
and
intercompany
transactions
that
occurred
in
the
quarter
ended
September
28,
2018.
The
net
income
tax
benefit
of
$1,222
million
related
primarily
to
the
recognition
of
certain
non-U.S.
loss
carryforwards
and
basis
differences
in
subsidiaries
expected
to
be
utilized
against
future
taxable
income,
partially
offset
by
a
$46
million
increase
in
the
valuation
allowance
for
certain
U.S.
federal
tax
credit
carryforwards.
The
income
tax
benefit
for
fiscal
2018
also
included
$567
million
of
income
tax
expense
related
to
the
tax
impacts
of
the
Tax
Cuts
and
Jobs
Act
(the
"Act")
and
a
$61
million
net
income
tax
benefit
related
to
the
tax
impacts
of
certain
legal
entity
restructurings
that
occurred
in
the
quarter
ended
December
29,
2017.
See
"Tax
Cuts
and
Jobs
Act"
below
for
additional
information
regarding
the
Act.









The
income
tax
expense
for
fiscal
2017
included
a
$52
million
income
tax
benefit
associated
with
the
tax
impacts
of
certain
intercompany
transactions
and
the
corresponding
reduction
in
the
valuation
allowance
for
U.S.
tax
loss
carryforwards,
a
$40
million
income
tax
benefit
related
to
share-based
payments
and
the
adoption
of
ASU
No.
2016-09,
and
a
$14
million
income
tax
benefit
associated
with
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 Fiscal 



 
 2018 
 2017 
 2016 



 
 (in
millions)
 


Notional
U.S.
federal
income
tax
expense
at
the
statutory
rate
(1) 
 $ 551
 $ 602
 $ 357

Adjustments
to
reconcile
to
the
income
tax
expense
(benefit): 
 
 

 
 

 
 


U.S.
state
income
tax
benefit,
net 
 
 (7) 
 (4) 
 (94)
Other
expense—Tax
Sharing
Agreement
(2) 
 
 —
 
 3
 
 221

Tax
law
changes 
 
 638
 
 7
 
 (3)
Tax
credits 
 
 (8) 
 (8) 
 (10)
Non-U.S.
net
earnings
(3) 
 
 (213) 
 (355) 
 (341)
Change
in
accrued
income
tax
liabilities 
 
 13
 
 24
 
 (1,056)
Valuation
allowance 
 
 33
 
 (1) 
 97

Legal
entity
restructuring
and
intercompany
transactions 
 
 (1,329) 
 (40) 
 39

Divestitures 
 
 (1) 
 —
 
 (31)
Excess
tax
benefits
from
share-based
payments 
 
 (24) 
 (40) 
 —

Other 
 
 3
 
 (8) 
 (5)

Income
tax
expense
(benefit) 
 $ (344) $ 180
 $ (826)

(1) The
U.S.
federal
statutory
rate
was
24.58%
for
fiscal
2018
and
35%
for
both
fiscal
2017
and
2016.


(2) Net
other
expense
pursuant
to
the
Tax
Sharing
Agreement
with
Tyco
International
plc
and
Covidien
plc
is
not
taxable
or
deductible.


(3) Excludes
items
which
are
separately
presented.
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pre-separation
tax
matters.
See
Note
2
for
additional
information
regarding
recently
adopted
accounting
pronouncements.









The
income
tax
benefit
for
fiscal
2016
included
a
$1,135
million
income
tax
benefit
related
to
the
effective
settlement
of
tax
matters
for
the
years
1997
through
2000,
partially
offset
by
a
$91
million
income
tax
charge
related
to
an
increase
to
the
valuation
allowance
for
certain
U.S.
deferred
tax
assets.
Additionally,
the
tax
benefit
for
fiscal
2016
included
an
$83
million
net
income
tax
benefit
related
to
tax
settlements
in
certain
other
tax
jurisdictions,
partially
offset
by
an
income
tax
charge
related
to
certain
legal
entity
restructurings.
See
"Internal
Revenue
Service
Audits"
below
for
additional
information
regarding
settlements
with
the
Internal
Revenue
Service
("IRS").









In
fiscal
2016,
the
increase
to
the
valuation
allowance
for
deferred
tax
assets
related
primarily
to
certain
U.S.
federal
and
state
tax
loss
and
credit
carryforwards.
Based
on
our
forecast
of
taxable
income
for
certain
U.S.
tax
reporting
groups,
U.S.
tax
loss
and
credit
carryforwards
finalized
as
a
result
of
settlement
of
the
disputed
debt
matter
with
the
IRS,
and
certain
tax
planning
actions
and
strategies,
we
believed
it
was
more
likely
than
not
that
a
portion
of
our
deferred
tax
assets
would
not
be
realized.

Deferred
Tax
Assets
and
Liabilities










Deferred
income
taxes
result
from
temporary
differences
between
the
amount
of
assets
and
liabilities
recognized
for
financial
reporting
and
tax
purposes.
The
components
of
the
net
deferred
income
tax
asset
were
as
follows:
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 Fiscal
Year
End 



 
 2018 
 2017 



 
 (in
millions)
 

Deferred
tax
assets: 
 
 

 
 


Accrued
liabilities
and
reserves 
 $ 255
 $ 357

Tax
loss
and
credit
carryforwards 
 
 3,237
 
 5,264

Inventories 
 
 58
 
 48

Pension
and
postretirement
benefits 
 
 179
 
 231

Deferred
revenue 
 
 5
 
 8

Interest 
 
 30
 
 366

Unrecognized
income
tax
benefits 
 
 8
 
 10

Basis
difference
in
subsidiaries 
 
 946
 
 —

Other 
 
 13
 
 22



 
 4,731
 
 6,306

Deferred
tax
liabilities: 
 
 

 
 


Intangible
assets 
 
 (552) 
 (653)
Property,
plant,
and
equipment 
 
 (13) 
 (22)
Other 
 
 (38) 
 (99)


 
 (603) 
 (774)
Net
deferred
tax
asset
before
valuation
allowance 
 
 4,128
 
 5,532

Valuation
allowance 
 
 (2,191) 
 (3,627)
Net
deferred
tax
asset 
 $ 1,937
 $ 1,905
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Our
tax
loss
and
credit
carryforwards
(tax
effected)
at
fiscal
year
end
2018
were
as
follows:









The
valuation
allowance
for
deferred
tax
assets
of
$2,191
million
and
$3,627
million
at
fiscal
year
end
2018
and
2017,
respectively,
related
principally
to
the
uncertainty
of
the
utilization
of
certain
deferred
tax
assets,
primarily
tax
loss,
capital
loss,
and
credit
carryforwards
in
various
jurisdictions.
During
fiscal
2018,
tax
loss
and
credit
carryforwards
decreased
primarily
as
a
result
of
a
$1,675
million
(tax
effected)
recovery
of
prior
years'
net
write-downs
of
investments
in
subsidiaries
in
certain
jurisdictions,
offset
by
a
corresponding
decrease
to
the
valuation
allowance.
We
believe
that
we
will
generate
sufficient
future
taxable
income
to
realize
the
income
tax
benefits
related
to
the
remaining
net
deferred
tax
assets
on
the
Consolidated
Balance
Sheet.









We
have
provided
income
taxes
for
earnings
that
are
currently
distributed
as
well
as
the
taxes
associated
with
several
subsidiaries'
earnings
that
are
expected
to
be
distributed
in
the
future.
No
additional
provision
has
been
made
for
Swiss
or
non-Swiss
income
taxes
on
the
undistributed
earnings
of
subsidiaries
or
for
unrecognized
deferred
tax
liabilities
for
temporary
differences
related
to
basis
differences
in
investments
in
subsidiaries,
as
such
earnings
are
expected
to
be
permanently
reinvested,
the
investments
are
essentially
permanent
in
duration,
or
we
have
concluded
that
no
additional
tax
liability
will
arise
as
a
result
of
the
distribution
of
such
earnings.
As
of
fiscal
year
end
2018,
certain
subsidiaries
had
approximately
$23
billion
of
cumulative
undistributed
earnings
that
have
been
retained
indefinitely
and
reinvested
in
our
global
manufacturing
operations,
including
working
capital;
property,
plant,
and
equipment;
intangible
assets;
and
research
and
development
activities.
A
liability
could
arise
if
our
intention
to
permanently
reinvest
such
earnings
were
to
change
and
amounts
are
distributed
by
such
subsidiaries
or
if
such
subsidiaries
are
ultimately
disposed.
It
is
not
practicable
to
estimate
the
additional
income
taxes
related
to
permanently
reinvested
earnings
or
the
basis
differences
related
to
investments
in
subsidiaries.
As
of
fiscal
year
end
2018,
we
had
approximately
$11.6
billion
of
cash,
cash
equivalents,
and
intercompany
deposits,
principally
in
our
subsidiaries,
that
we
have
the
ability
to
distribute
to
TEGSA,
our
Luxembourg
subsidiary,
which
is
the
obligor
of
substantially
all
of
our
debt,
and
to
TE
Connectivity
Ltd.,
our
Swiss
parent
company,
but
we
consider
to
be
permanently
reinvested.
We
estimate
that
up
to
$0.9
billion
of
tax
expense
would
be
recognized
on
the
Consolidated
Financial
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 Expiration
Period 
 

 




 

Through

Fiscal
2023 


Fiscal
2024

Through

Fiscal
2038 


No

Expiration 
 Total 




 
 (in
millions)
 

U.S.
Federal: 
 
 

 
 

 
 

 
 


Net
operating
loss
carryforwards 
 $ 119
 $ 385
 $ —
 $ 504

Tax
credit
carryforwards 
 
 32
 
 115
 
 52
 
 199


U.S.
State: 
 
 

 
 

 
 

 
 


Net
operating
loss
carryforwards 
 
 45
 
 52
 
 —
 
 97

Tax
credit
carryforwards 
 
 9
 
 16
 
 8
 
 33


Non-U.S.: 
 
 

 
 

 
 

 
 


Net
operating
loss
carryforwards 
 
 12
 
 863
 
 1,496
 
 2,371

Tax
credit
carryforwards 
 
 —
 
 1
 
 1
 
 2

Capital
loss
carryforwards 
 
 —
 
 3
 
 28
 
 31


Total
tax
loss
and
credit
carryforwards 
 $ 217
 $ 1,435
 $ 1,585
 $ 3,237
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Statements
if
our
intention
to
permanently
reinvest
these
amounts
were
to
change.
Our
current
plans
do
not
demonstrate
a
need
to
repatriate
cash,
cash
equivalents,
and
intercompany
deposits
that
are
designated
as
permanently
reinvested
in
order
to
fund
our
operations,
including
investing
and
financing
activities.

Uncertain
Tax
Positions










As
of
fiscal
year
end
2018,
we
had
total
unrecognized
income
tax
benefits
of
$566
million.
If
recognized
in
future
years,
$467
million
of
these
currently
unrecognized
income
tax
benefits
would
impact
income
tax
expense
(benefit)
and
the
effective
tax
rate.
As
of
fiscal
year
end
2017,
we
had
total
unrecognized
income
tax
benefits
of
$501
million.
If
recognized
in
future
years,
$431
million
of
these
currently
unrecognized
income
tax
benefits
would
impact
income
tax
expense
(benefit)
and
the
effective
tax
rate.
The
following
table
summarizes
the
activity
related
to
unrecognized
income
tax
benefits:









We
record
accrued
interest
and
penalties
related
to
uncertain
tax
positions
as
part
of
income
tax
expense
(benefit).
As
of
fiscal
year
end
2018
and
2017,
we
had
$60
million
of
accrued
interest
and
penalties
related
to
uncertain
tax
positions
on
the
Consolidated
Balance
Sheets,
recorded
primarily
in
income
taxes.
During
fiscal
2018,
2017,
and
2016,
we
recognized
income
tax
expense
of
$5
million,
benefits
of
$5
million,
and
benefits
of
$765
million,
respectively,
related
to
interest
and
penalties
on
the
Consolidated
Statements
of
Operations.









We
file
income
tax
returns
on
a
unitary,
consolidated,
or
stand-alone
basis
in
multiple
state
and
local
jurisdictions,
which
generally
have
statutes
of
limitations
ranging
from
3
to
4
years.
Various
state
and
local
income
tax
returns
are
currently
in
the
process
of
examination
or
administrative
appeal.









Our
non-U.S.
subsidiaries
file
income
tax
returns
in
the
countries
in
which
they
have
operations.
Generally,
these
countries
have
statutes
of
limitations
ranging
from
3
to
10
years.
Various
non-U.S.
subsidiary
income
tax
returns
are
currently
in
the
process
of
examination
by
taxing
authorities.
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 Fiscal 



 
 2018 
 2017 
 2016 



 
 (in
millions)
 

Balance
at
beginning
of
fiscal
year 
 $ 501
 $ 490
 $ 1,368

Additions
related
to
prior
years
tax
positions 
 
 14
 
 40
 
 75

Reductions
related
to
prior
years
tax
positions 
 
 (11) 
 (9) 
 (817)
Additions
related
to
current
year
tax
positions 
 
 105
 
 70
 
 124

Acquisitions 
 
 —
 
 —
 
 4

Settlements 
 
 (7) 
 (4) 
 (205)
Reductions
due
to
lapse
of
applicable
statute
of
limitations 
 
 (36) 
 (86) 
 (59)

Balance
at
end
of
fiscal
year 
 $ 566
 $ 501
 $ 490
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As
of
fiscal
year
end
2018,
under
applicable
statutes,
the
following
tax
years
remained
subject
to
examination
in
the
major
tax
jurisdictions
indicated:









In
most
jurisdictions,
taxing
authorities
retain
the
ability
to
review
prior
tax
years
and
to
adjust
any
net
operating
loss
and
tax
credit
carryforwards
from
these
years
that
are
utilized
in
a
subsequent
period.









Although
it
is
difficult
to
predict
the
timing
or
results
of
our
worldwide
examinations,
we
estimate
that
approximately
$130
million
of
unrecognized
income
tax
benefits,
excluding
the
impact
relating
to
accrued
interest
and
penalties,
could
be
resolved
within
the
next
twelve
months.









We
are
not
aware
of
any
other
matters
that
would
result
in
significant
changes
to
the
amount
of
unrecognized
income
tax
benefits
reflected
on
the
Consolidated
Balance
Sheet
as
of
fiscal
year
end
2018.

Other
Income
Tax
Matters


Tax Cuts and Jobs Act









On
December
22,
2017,
the
President
of
the
U.S.
signed
the
Tax
Cuts
and
Jobs
Act
(the
"Act")
into
law.
The
Act
includes
numerous
significant
changes
to
existing
tax
law,
including
a
permanent
reduction
in
the
U.S.
federal
corporate
income
tax
rate
from
35%
to
21%,
further
limitations
on
the
deductibility
of
interest
expense
and
certain
executive
compensation,
repeal
of
the
corporate
Alternative
Minimum
Tax,
and
imposition
of
a
territorial
tax
system
with
a
one-time
repatriation
tax
on
deemed
repatriated
earnings
of
foreign
subsidiaries.
While
some
of
the
new
provisions
of
the
Act
will
impact
us
in
fiscal
2019
and
beyond,
the
change
in
the
tax
rate
was
effective
January
1,
2018.
In
the
period
of
enactment,
we
were
required
to
revalue
our
U.S.
federal
deferred
tax
assets
and
liabilities
at
the
new
tax
rate.
Accordingly,
during
fiscal
2018,
we
recorded
income
tax
expense
of
$567
million
primarily
in
connection
with
the
write-down
of
our
U.S.
federal
deferred
tax
asset
for
net
operating
loss
and
interest
carryforwards
to
the
lower
tax
rate.
Included
in
the
expense
of
$567
million
was
an
income

101

Jurisdiction 
 Open
Years 

China 
 
 2008
through
2018

Czech
Republic 
 
 2015
through
2018

Germany 
 
 2013
through
2018

Hong
Kong 
 
 2012
through
2018

Ireland 
 
 2013
through
2018

Italy 
 
 2013
through
2018

Japan 
 
 2012
through
2018

Korea 
 
 2012
through
2018

Luxembourg 
 
 2013
through
2018

Netherlands 
 
 2012
through
2018

Singapore 
 
 2013
through
2018

Spain 
 
 2014
through
2018

Switzerland 
 
 2013
through
2018

United
Kingdom 
 
 2016
through
2018

U.S.—federal 
 
 2015
through
2018
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tax
benefit
of
$34
million
related
to
the
reduction
in
the
existing
valuation
allowance
recorded
against
certain
U.S.
federal
tax
credit
carryforwards.
The
limitations
on
interest
expense
deductions
contained
in
the
Act
are
expected
to
increase
prospective
taxable
income
and
thereby
allow
the
utilization
of
more
tax
credits
in
future
years.
As
a
Swiss
corporation,
the
one-time
repatriation
tax
imposed
by
the
Act
will
not
be
significant
to
us.









The
Act
makes
broad
and
complex
changes
to
the
U.S.
Internal
Revenue
Code,
and
in
certain
instances,
lacks
clarity
and
is
subject
to
interpretation
until
additional
IRS
guidance
is
issued.
The
ultimate
impact
of
the
Act
may
differ
from
our
estimates
due
to
changes
in
the
interpretations
and
assumptions
we
made
as
well
as
any
forthcoming
regulatory
guidance.

Intra-Entity Transfers of Assets









In
fiscal
2018,
there
were
certain
sales
of
assets
other
than
inventory
between
affiliated
companies
that
are
consolidated
for
financial
statement
purposes
but
file
separate
tax
returns.
In
accordance
with
U.S.
GAAP,
the
tax
impact
of
these
intra-entity
transfers
of
assets
was
deferred
and
not
recognized.
Such
transactions
resulted
in
a
$674
million
increase
to
other
assets
and
a
$48
million
increase
to
prepaid
expenses
and
other
current
assets
on
the
Consolidated
Balance
Sheet
during
fiscal
2018.
See
Note
2
for
information
regarding
our
adoption
of
ASU
No.
2016-16
in
fiscal
2019
and
the
net
reversal
of
all
balances
associated
with
deferred
tax
impacts
of
intra-entity
transfers
of
assets
other
than
inventory.

Tax Sharing Agreement









Under
a
Tax
Sharing
Agreement
entered
into
upon
our
separation
from
Tyco
International
plc
("Tyco
International")
in
fiscal
2007,
we,
Tyco
International,
and
Covidien
plc
("Covidien")
share
31%,
27%,
and
42%,
respectively,
of
income
tax
liabilities
that
arise
from
adjustments
made
by
tax
authorities
to
the
collective
income
tax
returns
for
periods
prior
to
and
including
June
29,
2007.
Pursuant
to
the
Tax
Sharing
Agreement,
we
entered
into
certain
guarantee
commitments
and
indemnifications
with
Tyco
International
and
Covidien.
We
have
substantially
settled
all
U.S.
federal
income
tax
matters
with
the
IRS
for
periods
covered
under
the
Tax
Sharing
Agreement.
Certain
shared
U.S.
state
and
non-U.S.
income
tax
matters
remain
open.
We
do
not
expect
these
matters
will
have
a
material
effect
on
our
results
of
operations,
financial
position,
or
cash
flows.
As
a
result
of
subsequent
transactions,
Tyco
International
plc
("Tyco
International")
and
Covidien
plc
("Covidien")
now
operate
as
part
of
Johnson
Controls
International
plc
and
Medtronic
plc,
respectively.

Internal Revenue Service Audits









As
previously
disclosed,
in
fiscal
2013,
the
IRS
effectively
settled
its
audit
of
all
tax
matters
for
the
years
1997
through
2000,
excluding
one
issue
involving
the
tax
treatment
of
certain
intercompany
debt
transactions.
In
fiscal
2016,
the
U.S.
Tax
Court
resolved
all
aspects
of
the
disputed
debt
matter
for
the
1997
to
2000
audit
cycle
and
the
Appeals
Division
of
the
IRS
effectively
settled
the
intercompany
debt
issues
on
appeal
for
subsequent
audit
cycles
(years
2001
to
2007).
In
connection
with
these
developments,
in
fiscal
2016,
we
recognized
an
income
tax
benefit
of
$1,135
million,
representing
a
reduction
in
tax
reserves,
and
other
expense
of
$604
million,
representing
a
reduction
of
associated
indemnification
receivables,
pursuant
to
the
Tax
Sharing
Agreement
with
Tyco
International
and
Covidien.
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During
fiscal
2016,
in
connection
with
the
disputed
debt
matter,
we
made
a
payment
to
the
IRS
of
$443
million
for
tax
deficiencies
for
which
we
were
the
primary
obligor.
Concurrent
with
remitting
this
payment,
we
received
net
reimbursements
of
$303
million
from
Tyco
International
and
Covidien
pursuant
to
their
indemnifications
for
pre-separation
tax
matters.

16.
Other
Income
(Expense),
Net









In
fiscal
2018,
2017,
and
2016,
we
recorded
net
other
income
of
$1
million,
net
other
expense
of
$42
million,
and
net
other
expense
of
$677
million,
respectively.
In
fiscal
2016,
net
other
expense
was
primarily
pursuant
to
the
Tax
Sharing
Agreement
with
Tyco
International
and
Covidien
and
included
$604
million
related
to
the
effective
settlement
of
tax
matters
for
the
years
1997
through
2000
and
$46
million
related
to
a
tax
settlement
in
another
tax
jurisdiction.
See
Note
15
for
further
information
regarding
the
Tax
Sharing
Agreement
and
settlements.

17.
Earnings
Per
Share









The
weighted-average
number
of
shares
outstanding
used
in
the
computations
of
basic
and
diluted
earnings
per
share
were
as
follows:









There
were
one
million,
one
million,
and
three
million
share
options
that
were
not
included
in
the
computation
of
diluted
earnings
per
share
for
fiscal
2018,
2017,
and
2016,
respectively,
because
the
instruments'
underlying
exercise
prices
were
greater
than
the
average
market
prices
of
our
common
shares
and
inclusion
would
be
antidilutive.

18.
Shareholders'
Equity

Common Shares









We
are
organized
under
the
laws
of
Switzerland.
The
rights
of
holders
of
our
shares
are
governed
by
Swiss
law,
our
Swiss
articles
of
association,
and
our
Swiss
organizational
regulations.
Accordingly,
the
par
value
of
our
common
shares
is
stated
in
Swiss
francs
("CHF").
We
continue
to
use
the
U.S.
dollar,
however,
as
our
reporting
currency
on
the
Consolidated
Financial
Statements.









Subject
to
certain
conditions
specified
in
our
articles
of
association,
we
are
authorized
to
increase
our
conditional
share
capital
by
issuing
new
shares
in
aggregate
not
exceeding
50%
of
our
authorized
shares.
In
March
2018,
our
shareholders
reapproved
and
extended
through
March
14,
2020,
our
board
of
directors'
authorization
to
issue
additional
new
shares,
subject
to
certain
conditions
specified
in
the
articles
of
association,
in
aggregate
not
exceeding
50%
of
the
amount
of
our
authorized
shares.
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 Fiscal 



 
 2018 
 2017 
 2016 



 
 (in
millions)
 

Basic 
 
 350
 
 355
 
 366

Dilutive
impact
of
share-based
compensation
arrangements 
 
 3
 
 3
 
 3


Diluted 
 
 353
 
 358
 
 369
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Common Shares Held in Treasury









At
fiscal
year
end
2018,
approximately
12
million
common
shares
were
held
in
treasury,
of
which
6
million
were
owned
by
one
of
our
subsidiaries.
At
fiscal
year
end
2017,
approximately
5
million
common
shares
were
held
in
treasury
and
owned
by
one
of
our
subsidiaries.
Shares
held
both
directly
by
us
and
by
our
subsidiary
are
presented
as
treasury
shares
on
the
Consolidated
Balance
Sheets.









In
fiscal
2017
and
2016,
our
shareholders
approved
the
cancellation
of
26
million
and
31
million
shares,
respectively,
purchased
under
our
share
repurchase
program.
These
capital
reductions
by
cancellation
of
shares
were
subject
to
a
notice
period
and
filing
with
the
commercial
register
in
Switzerland.

Contributed Surplus









During
fiscal
2017,
cumulative
equity
transactions,
including
dividend
activity
and
treasury
share
cancellations,
reduced
our
contributed
surplus
balance
to
zero
with
residual
activity
recorded
against
accumulated
earnings
as
reflected
on
the
Consolidated
Statement
of
Shareholders'
Equity.
To
the
extent
that
the
contributed
surplus
balance
continues
to
be
zero,
the
impact
of
future
transactions
that
normally
would
have
been
recorded
as
a
reduction
of
contributed
surplus
will
be
recorded
in
accumulated
earnings.
Contributed
surplus
established
for
Swiss
tax
and
statutory
purposes
("Swiss
Contributed
Surplus"),
is
not
impacted
by
our
GAAP
treatment.









Swiss
Contributed
Surplus,
subject
to
certain
conditions,
is
a
freely
distributable
reserve.
As
of
fiscal
year
end
2018
and
2017,
Swiss
Contributed
Surplus
was
CHF
6,724
million
and
CHF
7,300
million,
respectively
(equivalent
to
$5,809
million
and
$6,420
million,
respectively).

Dividends









We
paid
cash
dividends
to
shareholders
of
$1.68,
$1.54,
and
$1.40
per
share
in
fiscal
2018,
2017,
and
2016,
respectively.









Under
Swiss
law,
subject
to
certain
conditions,
dividends
paid
from
reserves
from
capital
contributions
(equivalent
to
Swiss
Contributed
Surplus)
are
exempt
from
Swiss
withholding
tax.
Dividends
on
our
shares
must
be
approved
by
our
shareholders.
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Our
shareholders
approved
the
following
dividends
on
our
common
shares:









Upon
shareholders'
approval
of
a
dividend
payment,
we
record
a
liability
with
a
corresponding
charge
to
shareholders'
equity.
At
fiscal
year
end
2018
and
2017,
the
unpaid
portion
of
the
dividends
recorded
in
accrued
and
other
current
liabilities
on
the
Consolidated
Balance
Sheets
totaled
$303
million
and
$281
million,
respectively.

Share Repurchase Program









During
fiscal
2018
and
2016,
our
board
of
directors
authorized
increases
of
$1.5
billion
and
$1.0
billion,
respectively,
in
the
share
repurchase
program.
Common
shares
repurchased
under
the
share
repurchase
program
were
as
follows:









At
fiscal
year
end
2018,
we
had
$1.0
billion
of
availability
remaining
under
our
share
repurchase
authorization.
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Approval
Date 
 Annual
Payment
Per
Share 
 Payment
Dates
March
2015 
 $1.32,
payable
in
four
quarterly
installments
of
$0.33 
 Third
quarter
of
fiscal
2015


Fourth
quarter
of
fiscal
2015

First
quarter
of
fiscal
2016


Second
quarter
of
fiscal
2016

March
2016



$1.48,
payable
in
four
quarterly
installments
of
$0.37



Third
quarter
of
fiscal
2016

Fourth
quarter
of
fiscal
2016

First
quarter
of
fiscal
2017


Second
quarter
of
fiscal
2017

March
2017



$1.60,
payable
in
four
quarterly
installments
of
$0.40



Third
quarter
of
fiscal
2017

Fourth
quarter
of
fiscal
2017

First
quarter
of
fiscal
2018


Second
quarter
of
fiscal
2018

March
2018



$1.76,
payable
in
four
quarterly
installments
of
$0.44



Third
quarter
of
fiscal
2018

Fourth
quarter
of
fiscal
2018

First
quarter
of
fiscal
2019


Second
quarter
of
fiscal
2019



 
 Fiscal 



 
 2018 
 2017 
 2016 



 
 (in
millions)
 

Number
of
common
shares
repurchased 
 
 10
 
 8
 
 43

Repurchase
value 
 $ 966
 $ 621
 $ 2,610
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The
changes
in
each
component
of
accumulated
other
comprehensive
income
(loss)
were
as
follows:
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Currency


Translation
(1) 


Unrecognized

Pension
and


Postretirement

Benefit
Costs 


Gains
(Losses)

on
Cash

Flow

Hedges 


Accumulated

Other


Comprehensive

Income
(Loss) 




 
 (in
millions)
 

Balance
at
fiscal
year
end
2015 
 $ 408
 $ (738) $ (43) $ (373)
Other
comprehensive
income
(loss),
net
of
tax: 
 
 

 
 

 
 

 
 


Other
comprehensive
loss
before
reclassifications 
 
 (69) 
 (190) 
 (14) 
 (273)
Amounts
reclassified
from
accumulated
other
comprehensive
income
(loss)














 
 
 (23) 
 70
 
 32
 
 79


Income
tax
(expense)
benefit 
 
 —
 
 32
 
 (7) 
 25

Other
comprehensive
income
(loss),
net
of
tax 
 
 (92) 
 (88) 
 11
 
 (169)

Balance
at
fiscal
year
end
2016 
 
 316
 
 (826) 
 (32) 
 (542)
Other
comprehensive
income,
net
of
tax: 
 
 

 
 

 
 

 
 


Other
comprehensive
income
before
reclassifications 
 
 38
 
 378
 
 32
 
 448

Amounts
reclassified
from
accumulated
other
comprehensive
income
(loss)














 
 
 (1) 
 74
 
 (14) 
 59


Income
tax
expense 
 
 —
 
 (122) 
 (3) 
 (125)
Other
comprehensive
income,
net
of
tax













 
 
 37
 
 330
 
 15
 
 382


Balance
at
fiscal
year
end
2017 
 
 353
 
 (496) 
 (17) 
 (160)
Adoption
of
ASU
No.
2018–02 
 
 —
 
 (39) 
 1
 
 (38)
Other
comprehensive
income
(loss),
net
of
tax: 
 
 

 
 

 
 

 
 


Other
comprehensive
income
(loss)
before
reclassifications 
 
 (117) 
 64
 
 (60) 
 (113)

Amounts
reclassified
from
accumulated
other
comprehensive
income
(loss)









 
 
 —
 
 40
 
 (23) 
 17


Income
tax
(expense)
benefit 
 
 —
 
 (21) 
 9
 
 (12)
Other
comprehensive
income
(loss),
net
of
tax 
 
 (117) 
 83
 
 (74) 
 (108)

Balance
at
fiscal
year
end
2018 
 $ 236
 $ (452) $ (90) $ (306)

(1) Includes
hedges
of
net
investment
foreign
currency
exchange
gains
or
losses
which
offset
foreign
currency
exchange
losses
or
gains
attributable
to
the
translation
of
the
net
investments.
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Our
equity
compensation
plans,
of
which
the
TE
Connectivity
Ltd.
2007
Stock
and
Incentive
Plan,
amended
and
restated
as
of
March
8,
2017
(the
"2017
Plan"),
is
the
primary
plan,
provide
for
the
award
of
annual
performance
bonuses
and
long-term
performance
awards,
including
share
options;
restricted,
performance,
and
deferred
share
units;
and
other
share-based
awards
(collectively,
"Awards")
and
allow
for
the
use
of
unissued
shares
or
treasury
shares
to
be
used
to
satisfy
such
Awards.
As
of
fiscal
year
end
2018,
our
plans
provided
for
a
maximum
of
77
million
shares
to
be
issued
as
Awards,
subject
to
adjustment
as
provided
under
the
terms
of
the
plans.
A
total
of
20
million
shares
remained
available
for
issuance
under
our
plans
as
of
fiscal
year
end
2018.

Share-Based Compensation Expense









Share-based
compensation
expense,
which
was
included
in
selling,
general,
and
administrative
expenses
on
the
Consolidated
Statements
of
Operations,
was
as
follows:









We
recognized
a
related
tax
benefit
associated
with
our
share-based
compensation
arrangements
of
$20
million,
$31
million,
and
$28
million
in
fiscal
2018,
2017,
and
2016,
respectively.

Restricted Share Awards









Restricted
share
awards,
which
are
generally
in
the
form
of
restricted
share
units,
are
granted
subject
to
certain
restrictions.
Conditions
of
vesting
are
determined
at
the
time
of
grant.
All
restrictions
on
an
award
will
lapse
upon
death
or
disability
of
the
employee.
If
the
employee
satisfies
retirement
requirements,
a
portion
of
the
award
may
vest,
depending
on
the
terms
and
conditions
of
the
particular
grant.
Recipients
of
restricted
share
units
have
no
voting
rights,
but
do
receive
dividend
equivalents.
For
grants
that
vest
through
passage
of
time,
the
fair
value
of
the
award
at
the
time
of
the
grant
is
amortized
to
expense
over
the
period
of
vesting.
The
fair
value
of
restricted
share
awards
is
determined
based
on
the
closing
value
of
our
shares
on
the
grant
date.
Restricted
share
awards
generally
vest
in
increments
over
a
period
of
four
years
as
determined
by
the
management
development
and
compensation
committee.









Restricted
share
award
activity
was
as
follows:
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 Fiscal 



 
 2018 
 2017 
 2016 



 
 (in
millions)
 

Share-based
compensation
expense 
 $ 95
 $ 95
 $ 87




 
 Shares 


Weighted-Average

Grant-Date

Fair
Value 


Nonvested
at
fiscal
year
end
2017 
 
 1,990,784
 $ 64.40

Granted 
 
 592,852
 
 93.45

Vested 
 
 (799,724) 
 62.06

Forfeited 
 
 (152,442) 
 70.88


Nonvested
at
fiscal
year
end
2018 
 
 1,631,470
 $ 75.39
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The
weighted-average
grant-date
fair
value
of
restricted
share
awards
granted
during
fiscal
2018,
2017,
and
2016
was
$93.45,
$67.72,
and
$64.88,
respectively.









The
total
fair
value
of
restricted
share
awards
that
vested
during
fiscal
2018,
2017,
and
2016
was
$50
million,
$50
million,
and
$51
million,
respectively.









As
of
fiscal
year
end
2018,
there
was
$66
million
of
unrecognized
compensation
cost
related
to
nonvested
restricted
share
awards.
The
cost
is
expected
to
be
recognized
over
a
weighted-average
period
of
1.6
years.

Performance Share Awards









Performance
share
awards,
which
are
generally
in
the
form
of
performance
share
units,
are
granted
with
pay-out
subject
to
vesting
requirements
and
certain
performance
conditions
that
are
determined
at
the
time
of
grant.
Based
on
our
performance,
the
pay-out
of
performance
share
units
can
range
from
0%
to
200%
of
the
number
of
units
originally
granted.
The
grant-date
fair
value
of
performance
share
awards
is
expensed
over
the
period
of
performance
once
achievement
of
the
performance
criteria
is
deemed
probable.
Recipients
of
performance
share
units
have
no
voting
rights
but
do
receive
dividend
equivalents.
Performance
share
awards
generally
vest
after
a
period
of
three
years
as
determined
by
the
management
development
and
compensation
committee.









Performance
share
award
activity
was
as
follows:









The
weighted-average
grant-date
fair
value
of
performance
share
awards
granted
during
fiscal
2018,
2017,
and
2016
was
$92.96,
$62.88,
and
$55.15,
respectively.









The
total
fair
value
of
performance
share
awards
that
vested
during
fiscal
2018,
2017,
and
2016
was
$19
million,
$15
million,
and
$15
million,
respectively.









As
of
fiscal
year
end
2018,
there
was
$24
million
of
unrecognized
compensation
cost
related
to
nonvested
performance
share
awards.
The
cost
is
expected
to
be
recognized
over
a
weighted-average
period
of
1.0
years.

Share Options









Share
options
are
granted
to
purchase
our
common
shares
at
prices
which
are
equal
to
or
greater
than
the
market
price
of
the
common
shares
on
the
date
the
option
is
granted.
Conditions
of
vesting
are
determined
at
the
time
of
grant.
All
restrictions
on
the
award
will
lapse
upon
death
or
disability
of
the
employee.
If
the
employee
satisfies
retirement
requirements,
a
portion
of
the
award
may
vest,
depending
on
the
terms
and
conditions
of
the
particular
grant.
Options
generally
vest
and
become
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 Shares 


Weighted-Average

Grant-Date

Fair
Value 


Outstanding
at
fiscal
year
end
2017 
 
 703,407
 $ 65.13

Granted 
 
 301,483
 
 92.96

Vested 
 
 (300,174) 
 61.99

Forfeited 
 
 (15,813) 
 71.26


Outstanding
at
fiscal
year
end
2018 
 
 688,903
 $ 73.38
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exercisable
in
equal
annual
installments
over
a
period
of
four
years
and
expire
ten
years
after
the
date
of
grant.









Share
option
award
activity
was
as
follows:









The
weighted-average
exercise
price
of
share
option
awards
granted
during
fiscal
2018,
2017,
and
2016
was
$93.44,
$66.76,
and
$65.70,
respectively.









The
total
intrinsic
value
of
options
exercised
during
fiscal
2018,
2017,
and
2016
was
$106
million,
$130
million,
and
$67
million,
respectively.
We
received
cash
related
to
the
exercise
of
options
of
$100
million,
$117
million,
and
$90
million
in
fiscal
2018,
2017,
and
2016,
respectively.









As
of
fiscal
year
end
2018,
there
was
$34
million
of
unrecognized
compensation
cost
related
to
nonvested
share
options
granted
under
our
share
option
plans.
The
cost
is
expected
to
be
recognized
over
a
weighted-average
period
of
1.7
years.

Share-Based Compensation Assumptions









The
grant-date
fair
value
of
each
share
option
grant
was
estimated
using
the
Black-Scholes-Merton
option
pricing
model.
Use
of
a
valuation
model
requires
management
to
make
certain
assumptions
with
respect
to
selected
model
inputs.
We
employ
our
historical
share
volatility
when
calculating
the
grant-date
fair
value
of
our
share
option
grants
using
the
Black-Scholes-Merton
option
pricing
model.
Currently,
we
do
not
have
exchange-traded
options
of
sufficient
duration
to
employ
an
implied
volatility
assumption
in
the
calculation
and
therefore
rely
solely
on
the
historical
volatility
calculation.
The
average
expected
life
was
based
on
the
contractual
term
of
the
option
and
expected
employee
exercise
and
post-vesting
employment
termination
behavior.
The
risk-free
interest
rate
was
based
on
U.S.
Treasury
zero-coupon
issues
with
a
remaining
term
that
approximated
the
expected
life
assumed
at
the
date
of
grant.
The
expected
annual
dividend
per
share
was
based
on
our
expected
dividend
rate.
The
recognized
share-based
compensation
expense
was
net
of
estimated
forfeitures,
which
are
based
on
voluntary
termination
behavior
as
well
as
an
analysis
of
actual
option
forfeitures.
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 Shares 


Weighted-Average

Exercise

Price 


Weighted-Average

Remaining

Contractual


Term 


Aggregate

Intrinsic

Value 




 
 

 
 

 
 (in
years)
 
 (in
millions)
 

Outstanding
at
fiscal
year
end
2017 
 
 7,685,093
 $ 55.70
 
 

 
 


Granted 
 
 1,386,850
 
 93.44
 
 

 
 


Exercised 
 
 (2,103,141) 
 46.50
 
 

 
 


Expired 
 
 (8,565) 
 60.44
 
 

 
 


Forfeited 
 
 (201,160) 
 70.98
 
 

 
 



Outstanding
at
fiscal
year
end
2018 
 
 6,759,077
 $ 65.85
 
 7.0
 $ 157

Vested
and
expected
to
vest
at
fiscal
year
end
2018 
 
 6,376,801
 $ 65.27
 
 7.0
 $ 151

Exercisable
at
fiscal
year
end
2018 
 
 2,908,893
 $ 53.08
 
 5.5
 $ 101
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20.
Share
Plans
(Continued)









The
weighted-average
grant-date
fair
value
of
options
granted
and
the
weighted-average
assumptions
we
used
in
the
Black-Scholes-Merton
option
pricing
model
were
as
follows:

21.
Segment
and
Geographic
Data









We
operate
through
three
reportable
segments:
Transportation
Solutions,
Industrial
Solutions,
and
Communications
Solutions.
See
Note
1
for
a
description
of
the
segments
in
which
we
operate.









Segment
performance
is
evaluated
based
on
net
sales
and
operating
income.
Generally,
we
consider
all
expenses
to
be
of
an
operating
nature
and,
accordingly,
allocate
them
to
each
reportable
segment.
Costs
specific
to
a
segment
are
charged
to
the
segment.
Corporate
expenses,
such
as
headquarters
administrative
costs,
are
allocated
to
the
segments
based
on
segment
operating
income.
Intersegment
sales
were
not
material
and
were
recorded
at
selling
prices
that
approximate
market
prices.
Corporate
assets
are
allocated
to
the
segments
based
on
segment
assets.









Net
sales
and
operating
income
by
segment
were
as
follows:









No
single
customer
accounted
for
a
significant
amount
of
our
net
sales
in
fiscal
2018,
2017,
or
2016.









As
we
are
not
organized
by
product
or
service,
it
is
not
practicable
to
disclose
net
sales
by
product
or
service.
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 Fiscal 



 
 2018 
 2017 
 2016 

Weighted-average
grant-date
fair
value 
 $ 16.49
 $ 12.80
 $ 14.26


Assumptions: 
 
 

 
 

 
 


Expected
share
price
volatility 
 
 20% 
 24% 
 26%
Risk
free
interest
rate 
 
 2.2% 
 1.9% 
 2.0%
Expected
annual
dividend
per
share 
 $ 1.60
 $ 1.48
 $ 1.32

Expected
life
of
options
(in
years) 
 
 5.3
 
 5.6
 
 5.7




 
 Net
Sales 
 Operating
Income 



 
 Fiscal 
 Fiscal 



 
 2018 
 2017 
 2016 
 2018 
 2017 
 2016 



 
 (in
millions)
 

Transportation
Solutions 
 $ 8,290
 $ 7,039
 $ 6,503
 $ 1,578
 $ 1,294
 $ 1,209

Industrial
Solutions 
 
 3,856
 
 3,507
 
 3,215
 
 465
 
 364
 
 353

Communications
Solutions 
 
 1,842
 
 1,639
 
 1,634
 
 288
 
 218
 
 246(1)
Total 
 $ 13,988
 $ 12,185
 $ 11,352
 $ 2,331
 $ 1,876
 $ 1,808


(1) Includes
pre-tax
gain
of
$144
million
on
the
sale
of
our
CPD
business
during
fiscal
2016.
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and
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Data
(Continued)









Depreciation
and
amortization
and
capital
expenditures
were
as
follows:









Segment
assets
and
a
reconciliation
of
segment
assets
to
total
assets
were
as
follows:
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Depreciation
and

Amortization 
 Capital
Expenditures 




 
 Fiscal 
 Fiscal 



 
 2018 
 2017 
 2016 
 2018 
 2017 
 2016 



 
 (in
millions)
 

Transportation
Solutions 
 $ 416
 $ 362
 $ 341
 $ 711
 $ 473
 $ 432

Industrial
Solutions 
 
 178
 
 165
 
 134
 
 145
 
 123
 
 108

Communications
Solutions 
 
 73
 
 84
 
 85
 
 79
 
 83
 
 63

Total 
 $ 667
 $ 611
 $ 560
 $ 935
 $ 679
 $ 603




 
 Segment
Assets 



 
 Fiscal
Year
End 



 
 2018 
 2017 
 2016 



 
 (in
millions)
 

Transportation
Solutions 
 $ 4,707
 $ 4,084
 $ 3,510

Industrial
Solutions 
 
 2,049
 
 1,909
 
 1,725

Communications
Solutions 
 
 959
 
 951
 
 889

Total
segment
assets
(1) 
 
 7,715
 
 6,944
 
 6,124


Other
current
assets 
 
 1,981
 
 2,141
 
 1,460

Other
non-current
assets 
 
 10,690
 
 10,318
 
 10,024

Total
assets 
 $ 20,386
 $ 19,403
 $ 17,608


(1) Segment
assets
are
composed
of
accounts
receivable,
inventories,
and
net
property,
plant,
and
equipment.
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Net
sales
and
net
property,
plant,
and
equipment
by
geographic
region
were
as
follows:
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 Net
Sales
(1) 

Property,
Plant,
and

Equipment,
Net 




 
 Fiscal 
 Fiscal
Year
End 



 
 2018 
 2017 
 2016 
 2018 
 2017 
 2016 



 
 (in
millions)
 

Europe/Middle
East/Africa: 
 
 

 
 

 
 

 
 

 
 

 
 


Switzerland 
 $ 3,478
 $ 3,016
 $ 2,979
 $ 94
 $ 80
 $ 62

Germany 
 
 443
 
 235
 
 127
 
 448
 
 413
 
 334

Other
Europe/Middle
East/Africa 
 
 1,334
 
 1,148
 
 1,008
 
 829
 
 741
 
 628

Total
Europe/Middle
East/Africa 
 
 5,255
 
 4,399
 
 4,114
 
 1,371
 
 1,234
 
 1,024


Asia–Pacific: 
 
 

 
 

 
 

 
 

 
 

 
 


China 
 
 2,739
 
 2,414
 
 2,165
 
 627
 
 555
 
 491

Other
Asia–Pacific 
 
 2,023
 
 1,898
 
 1,758
 
 436
 
 390
 
 371

Total
Asia–Pacific 
 
 4,762
 
 4,312
 
 3,923
 
 1,063
 
 945
 
 862


Americas: 
 
 

 
 

 
 

 
 

 
 

 
 


U.S.
 
 
 3,583
 
 3,136
 
 3,018
 
 964
 
 880
 
 830

Other
Americas 
 
 388
 
 338
 
 297
 
 99
 
 100
 
 93

Total
Americas 
 
 3,971
 
 3,474
 
 3,315
 
 1,063
 
 980
 
 923


Total 
 $ 13,988
 $ 12,185
 $ 11,352
 $ 3,497
 $ 3,159
 $ 2,809


(1) Net
sales
to
external
customers
is
attributed
to
individual
countries
based
on
the
legal
entity
that
records
the
sale.
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Financial
Data
(unaudited)









Summarized
quarterly
financial
data
was
as
follows:

23.
Subsequent
Event









In
November
2018,
we
completed
the
sale
of
the
Subsea
Communications
business
for
$325
million.
The
proceeds
received
are
subject
to
a
final
working
capital
adjustment.
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 Fiscal 



 
 2018 
 2017 




 


First

Quarter

(1) 

Second

Quarter 


Third

Quarter 


Fourth

Quarter

(2) 

First


Quarter 

Second

Quarter 


Third

Quarter 


Fourth

Quarter 




 
 (in
millions,
except
per
share
data)
 

Net
sales 
 $ 3,336
 $ 3,562
 $ 3,581
 $ 3,509
 $ 2,848
 $ 3,007
 $ 3,095
 $ 3,235

Gross
margin 
 
 1,164
 
 1,212
 
 1,187
 
 1,182
 
 1,015
 
 1,041
 
 1,060
 
 1,067

Acquisition
and
integration
costs 
 
 2
 
 3
 
 4
 
 5
 
 2
 
 2
 
 1
 
 1

Restructuring
and
other
charges,
net 
 
 34
 
 6
 
 64
 
 22
 
 46
 
 59
 
 20
 
 22


Income
(loss)
from
continuing
operations 
 
 (33) 
 490
 
 453
 
 1,674
 
 387
 
 374
 
 390
 
 389


Income
(loss)
from
discontinued
operations,
net
of
income
taxes 
 
 (7) 
 —
 
 1
 
 (13) 
 22
 
 31
 
 45
 
 45


Net
income
(loss) 
 $ (40) $ 490
 $ 454
 $ 1,661
 $ 409
 $ 405
 $ 435
 $ 434


Basic
earnings
(loss)
per
share: 
 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 


Income
(loss)
from
continuing
operations 
 $ (0.09) $ 1.40
 $ 1.30
 $ 4.82
 $ 1.09
 $ 1.05
 $ 1.10
 $ 1.10


Net
income
(loss) 
 
 (0.11) 
 1.40
 
 1.30
 
 4.79
 
 1.15
 
 1.14
 
 1.23
 
 1.23


Diluted
earnings
(loss)
per
share: 
 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 


Income
(loss)
from
continuing
operations 
 $ (0.09) $ 1.38
 $ 1.29
 $ 4.78
 $ 1.08
 $ 1.04
 $ 1.09
 $ 1.09


Net
income
(loss) 
 
 (0.11) 
 1.38
 
 1.29
 
 4.75
 
 1.14
 
 1.13
 
 1.22
 
 1.22


(1) Results
for
the
quarter
ended
December
29,
2017
included
$567
million
of
income
tax
expense
related
to
the
tax
impacts
of
the
Tax
Cuts
and
Jobs
Act.
See
Note
15
for
additional
information
regarding
income
taxes.


(2) Results
for
the
quarter
ended
September
28,
2018
included
a
$1,222
million
net
income
tax
benefit
associated
with
the
tax
impacts
of
certain
legal
entity
restructurings
and
intercompany
transactions.
See
Note
15
for
additional
information
regarding
income
taxes.
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Tyco
Electronics
Group
S.A.









Tyco
Electronics
Group
S.A.
("TEGSA"),
a
Luxembourg
company
and
our
100%-owned
subsidiary,
is
a
holding
company
that
owns,
directly
or
indirectly,
all
of
our
operating
subsidiaries.
TEGSA
is
the
obligor
under
our
senior
notes,
commercial
paper,
and
Credit
Facility,
which
are
fully
and
unconditionally
guaranteed
by
its
parent,
TE
Connectivity
Ltd.
The
following
tables
present
condensed
consolidating
financial
information
for
TE
Connectivity
Ltd.,
TEGSA,
and
all
other
subsidiaries
that
are
not
providing
a
guarantee
of
debt
but
which
represent
assets
of
TEGSA,
using
the
equity
method
of
accounting.

Condensed
Consolidating
Statement
of
Operations

For
the
Fiscal
Year
Ended
September
28,
2018
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TE

Connectivity


Ltd. 
 TEGSA 

Other


Subsidiaries 

Consolidating

Adjustments 
 Total 




 
 (in
millions)
 

Net
sales 
 $ —
 $ —
 $ 13,988
 $ —
 $ 13,988

Cost
of
sales 
 
 —
 
 —
 
 9,243
 
 —
 
 9,243

Gross
margin 
 
 —
 
 —
 
 4,745
 
 —
 
 4,745


Selling,
general,
and
administrative
expenses,
net 
 
 154
 
 6
 
 1,434
 
 —
 
 1,594

Research,
development,
and
engineering
expenses 
 
 —
 
 —
 
 680
 
 —
 
 680

Acquisition
and
integration
costs 
 
 —
 
 —
 
 14
 
 —
 
 14

Restructuring
and
other
charges,
net 
 
 —
 
 —
 
 126
 
 —
 
 126

Operating
income
(loss) 
 
 (154) 
 (6) 
 2,491
 
 —
 
 2,331


Interest
income 
 
 —
 
 2
 
 13
 
 —
 
 15

Interest
expense 
 
 —
 
 (105) 
 (2) 
 —
 
 (107)
Other
income,
net 
 
 —
 
 —
 
 1
 
 —
 
 1

Equity
in
net
income
of
subsidiaries 
 
 2,808
 
 2,841
 
 —
 
 (5,649) 
 —

Equity
in
net
loss
of
subsidiaries
of
discontinued
operations 
 
 (19) 
 (19) 
 —
 
 38
 
 —

Intercompany
interest
income
(expense),
net 
 
 (70) 
 76
 
 (6) 
 —
 
 —

Income
from
continuing
operations
before
income
taxes 
 
 2,565
 
 2,789
 
 2,497
 
 (5,611) 
 2,240


Income
tax
benefit 
 
 —
 
 —
 
 344
 
 —
 
 344

Income
from
continuing
operations 
 
 2,565
 
 2,789
 
 2,841
 
 (5,611) 
 2,584


Loss
from
discontinued
operations,
net
of
income
taxes 
 
 —
 
 —
 
 (19) 
 —
 
 (19)
Net
income 
 
 2,565
 
 2,789
 
 2,822
 
 (5,611) 
 2,565


Other
comprehensive
loss 
 
 (108) 
 (108) 
 (82) 
 190
 
 (108)
Comprehensive
income 
 $ 2,457
 $ 2,681
 $ 2,740
 $ (5,421) $ 2,457
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TE

Connectivity


Ltd. 
 TEGSA 

Other


Subsidiaries 

Consolidating

Adjustments 
 Total 




 
 (in
millions)
 

Net
sales 
 $ —
 $ —
 $ 12,185
 $ —
 $ 12,185

Cost
of
sales 
 
 —
 
 —
 
 8,002
 
 —
 
 8,002

Gross
margin 
 
 —
 
 —
 
 4,183
 
 —
 
 4,183


Selling,
general,
and
administrative
expenses,
net
(1) 
 
 184
 
 1,911
 
 (552) 
 —
 
 1,543

Research,
development,
and
engineering
expenses 
 
 —
 
 —
 
 611
 
 —
 
 611

Acquisition
and
integration
costs 
 
 —
 
 —
 
 6
 
 —
 
 6

Restructuring
and
other
charges,
net 
 
 —
 
 —
 
 147
 
 —
 
 147

Operating
income
(loss) 
 
 (184) 
 (1,911) 
 3,971
 
 —
 
 1,876


Interest
income 
 
 —
 
 —
 
 16
 
 —
 
 16

Interest
expense 
 
 —
 
 (129) 
 (1) 
 —
 
 (130)
Other
expense,
net 
 
 —
 
 —
 
 (42) 
 —
 
 (42)
Equity
in
net
income
of
subsidiaries 
 
 1,756
 
 3,686
 
 —
 
 (5,442) 
 —

Equity
in
net
income
of
subsidiaries
of
discontinued
operations 
 
 143
 
 156
 
 —
 
 (299) 
 —


Intercompany
interest
income
(expense),
net 
 
 (32) 
 110
 
 (78) 
 —
 
 —

Income
from
continuing
operations
before
income
taxes 
 
 1,683
 
 1,912
 
 3,866
 
 (5,741) 
 1,720


Income
tax
expense 
 
 —
 
 —
 
 (180) 
 —
 
 (180)
Income
from
continuing
operations 
 
 1,683
 
 1,912
 
 3,686
 
 (5,741) 
 1,540


Income
(loss)
from
discontinued
operations,
net
of
income
taxes
(2) 
 
 —
 
 (13) 
 156
 
 —
 
 143

Net
income 
 
 1,683
 
 1,899
 
 3,842
 
 (5,741) 
 1,683


Other
comprehensive
income 
 
 382
 
 382
 
 375
 
 (757) 
 382

Comprehensive
income 
 $ 2,065
 $ 2,281
 $ 4,217
 $ (6,498) $ 2,065


(1) TEGSA
selling,
general
and
administrative
expenses
include
losses
of
$1,965
million
related
to
intercompany
transactions.
These
losses
are
offset
by
corresponding
gains
recorded
by
other
subsidiaries.


(2) Includes
the
internal
allocation
of
gains
and
losses
associated
with
the
divestiture
of
our
BNS
business.
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TE

Connectivity


Ltd. 
 TEGSA 

Other


Subsidiaries 

Consolidating

Adjustments 
 Total 




 
 (in
millions)
 

Net
sales 
 $ —
 $ —
 $ 11,352
 $ —
 $ 11,352

Cost
of
sales 
 
 —
 
 —
 
 7,525
 
 —
 
 7,525

Gross
margin 
 
 —
 
 —
 
 3,827
 
 —
 
 3,827


Selling,
general,
and
administrative
expenses,
net
(1) 
 
 168
 
 95
 
 1,133
 
 —
 
 1,396

Research,
development,
and
engineering
expenses 
 
 —
 
 —
 
 603
 
 —
 
 603

Acquisition
and
integration
costs 
 
 —
 
 —
 
 22
 
 —
 
 22

Restructuring
and
other
charges
(credits),
net 
 
 2
 
 (1) 
 (3) 
 —
 
 (2)
Operating
income
(loss) 
 
 (170) 
 (94) 
 2,072
 
 —
 
 1,808


Interest
income 
 
 —
 
 —
 
 17
 
 —
 
 17

Interest
expense 
 
 —
 
 (126) 
 (1) 
 —
 
 (127)
Other
expense,
net 
 
 —
 
 —
 
 (677) 
 —
 
 (677)
Equity
in
net
income
of
subsidiaries 
 
 2,045
 
 2,167
 
 —
 
 (4,212) 
 —

Equity
in
net
income
of
subsidiaries
of
discontinued
operations 
 
 161
 
 262
 
 —
 
 (423) 
 —


Intercompany
interest
income
(expense),
net 
 
 (28) 
 98
 
 (70) 
 —
 
 —

Income
from
continuing
operations
before
income
taxes 
 
 2,008
 
 2,307
 
 1,341
 
 (4,635) 
 1,021


Income
tax
benefit 
 
 —
 
 —
 
 826
 
 —
 
 826

Income
from
continuing
operations 
 
 2,008
 
 2,307
 
 2,167
 
 (4,635) 
 1,847


Income
(loss)
from
discontinued
operations,
net
of
income
taxes
(2) 
 
 1
 
 (101) 
 262
 
 —
 
 162

Net
income 
 
 2,009
 
 2,206
 
 2,429
 
 (4,635) 
 2,009


Other
comprehensive
loss 
 
 (169) 
 (169) 
 (143) 
 312
 
 (169)
Comprehensive
income 
 $ 1,840
 $ 2,037
 $ 2,286
 $ (4,323) $ 1,840


(1) TEGSA
selling,
general,
and
administrative
expenses
include
losses
of
$80
million
related
to
intercompany
transactions.
These
losses
are
offset
by
corresponding
gains
recorded
by
other
subsidiaries.


(2) Includes
the
internal
allocation
of
gains
and
losses
associated
with
the
divestiture
of
our
BNS
business.
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TE

Connectivity


Ltd. 
 TEGSA 

Other


Subsidiaries 

Consolidating

Adjustments 
 Total 




 
 (in
millions)
 

Assets 
 
 

 
 

 
 

 
 

 
 


Current
assets: 
 
 

 
 

 
 

 
 

 
 


Cash
and
cash
equivalents 
 $ —
 $ —
 $ 848
 $ —
 $ 848

Accounts
receivable,
net 
 
 —
 
 —
 
 2,361
 
 —
 
 2,361

Inventories 
 
 —
 
 —
 
 1,857
 
 —
 
 1,857

Intercompany
receivables 
 
 37
 
 2,391
 
 48
 
 (2,476) 
 —

Prepaid
expenses
and
other
current
assets 
 
 5
 
 112
 
 544
 
 —
 
 661

Current
assets
held
for
sale 
 
 —
 
 —
 
 472
 
 —
 
 472

Total
current
assets 
 
 42
 
 2,503
 
 6,130
 
 (2,476) 
 6,199


Property,
plant,
and
equipment,
net 
 
 —
 
 —
 
 3,497
 
 —
 
 3,497

Goodwill 
 
 —
 
 —
 
 5,684
 
 —
 
 5,684

Intangible
assets,
net 
 
 —
 
 —
 
 1,704
 
 —
 
 1,704

Deferred
income
taxes 
 
 —
 
 —
 
 2,144
 
 —
 
 2,144

Investment
in
subsidiaries 
 
 13,626
 
 26,613
 
 —
 
 (40,239) 
 —

Intercompany
loans
receivable 
 
 2
 
 6,535
 
 17,887
 
 (24,424) 
 —

Other
assets 
 
 —
 
 —
 
 1,158
 
 —
 
 1,158

Total
Assets 
 $ 13,670
 $ 35,651
 $ 38,204
 $ (67,139) $ 20,386


Liabilities
and
Shareholders'
Equity 
 
 

 
 

 
 

 
 

 
 


Current
liabilities: 
 
 

 
 

 
 

 
 

 
 


Short-term
debt 
 $ —
 $ 961
 $ 2
 $ —
 $ 963

Accounts
payable 
 
 2
 
 —
 
 1,546
 
 —
 
 1,548

Accrued
and
other
current
liabilities 
 
 400
 
 36
 
 1,275
 
 —
 
 1,711

Intercompany
payables 
 
 2,437
 
 —
 
 39
 
 (2,476) 
 —

Current
liabilities
held
for
sale 
 
 —
 
 —
 
 188
 
 —
 
 188

Total
current
liabilities 
 
 2,839
 
 997
 
 3,050
 
 (2,476) 
 4,410


Long-term
debt 
 
 —
 
 3,033
 
 4
 
 —
 
 3,037

Intercompany
loans
payable 
 
 —
 
 17,888
 
 6,536
 
 (24,424) 
 —

Long-term
pension
and
postretirement
liabilities 
 
 —
 
 —
 
 1,102
 
 —
 
 1,102

Deferred
income
taxes 
 
 —
 
 —
 
 207
 
 —
 
 207

Income
taxes 
 
 —
 
 —
 
 312
 
 —
 
 312

Other
liabilities 
 
 —
 
 107
 
 380
 
 —
 
 487

Total
Liabilities 
 
 2,839
 
 22,025
 
 11,591
 
 (26,900) 
 9,555

Total
Shareholders'
Equity 
 
 10,831
 
 13,626
 
 26,613
 
 (40,239) 
 10,831

Total
Liabilities
and
Shareholders'
Equity 
 $ 13,670
 $ 35,651
 $ 38,204
 $ (67,139) $ 20,386
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TE

Connectivity


Ltd. 
 TEGSA 

Other


Subsidiaries 

Consolidating

Adjustments 
 Total 




 
 (in
millions)
 

Assets 
 
 

 
 

 
 

 
 

 
 


Current
assets: 
 
 

 
 

 
 

 
 

 
 


Cash
and
cash
equivalents 
 $ —
 $ —
 $ 1,218
 $ —
 $ 1,218

Accounts
receivable,
net 
 
 —
 
 —
 
 2,138
 
 —
 
 2,138

Inventories 
 
 —
 
 —
 
 1,647
 
 —
 
 1,647

Intercompany
receivables 
 
 49
 
 1,914
 
 60
 
 (2,023) 
 —

Prepaid
expenses
and
other
current
assets









 
 
 4
 
 96
 
 478
 
 —
 
 578

Current
assets
held
for
sale 
 
 —
 
 —
 
 345
 
 —
 
 345

Total
current
assets 
 
 53
 
 2,010
 
 5,886
 
 (2,023) 
 5,926


Property,
plant,
and
equipment,
net 
 
 —
 
 —
 
 3,159
 
 —
 
 3,159

Goodwill 
 
 —
 
 —
 
 5,651
 
 —
 
 5,651

Intangible
assets,
net 
 
 —
 
 —
 
 1,841
 
 —
 
 1,841

Deferred
income
taxes 
 
 —
 
 —
 
 2,141
 
 —
 
 2,141

Investment
in
subsidiaries 
 
 11,960
 
 20,109
 
 —
 
 (32,069) 
 —

Intercompany
loans
receivable 
 
 —
 
 4,027
 
 9,700
 
 (13,727) 
 —

Noncurrent
assets
held
for
sale 
 
 —
 
 —
 
 257
 
 —
 
 257

Other
assets 
 
 —
 
 6
 
 422
 
 —
 
 428

Total
Assets 
 $ 12,013
 $ 26,152
 $ 29,057
 $ (47,819) $ 19,403


Liabilities
and
Shareholders'
Equity 
 
 

 
 

 
 

 
 

 
 


Current
liabilities: 
 
 

 
 

 
 

 
 

 
 


Short-term
debt 
 $ —
 $ 708
 $ 2
 $ —
 $ 710

Accounts
payable 
 
 2
 
 —
 
 1,385
 
 —
 
 1,387

Accrued
and
other
current
liabilities 
 
 286
 
 59
 
 1,268
 
 —
 
 1,613

Intercompany
payables 
 
 1,974
 
 —
 
 49
 
 (2,023) 
 —

Current
liabilities
held
for
sale 
 
 —
 
 —
 
 137
 
 —
 
 137

Total
current
liabilities 
 
 2,262
 
 767
 
 2,841
 
 (2,023) 
 3,847


Long-term
debt 
 
 —
 
 3,629
 
 5
 
 —
 
 3,634

Intercompany
loans
payable 
 
 —
 
 9,700
 
 4,027
 
 (13,727) 
 —

Long-term
pension
and
postretirement
liabilities 
 
 —
 
 —
 
 1,158
 
 —
 
 1,158

Deferred
income
taxes 
 
 —
 
 —
 
 236
 
 —
 
 236

Income
taxes 
 
 —
 
 —
 
 293
 
 —
 
 293

Noncurrent
liabilities
held
for
sale 
 
 —
 
 —
 
 43
 
 —
 
 43

Other
liabilities 
 
 —
 
 96
 
 345
 
 —
 
 441

Total
Liabilities 
 
 2,262
 
 14,192
 
 8,948
 
 (15,750) 
 9,652

Total
Shareholders'
Equity 
 
 9,751
 
 11,960
 
 20,109
 
 (32,069) 
 9,751

Total
Liabilities
and
Shareholders'
Equity 
 $ 12,013
 $ 26,152
 $ 29,057
 $ (47,819) $ 19,403
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TE

Connectivity


Ltd. 
 TEGSA 

Other


Subsidiaries 

Consolidating

Adjustments 
 Total 




 
 (in
millions)
 

Cash
Flows
From
Operating
Activities: 
 
 

 
 

 
 

 
 

 
 


Net
cash
provided
by
continuing
operating
activities
(1) 
 $ 486
 $ 343
 $ 2,625
 $ (1,153) $ 2,301

Net
cash
provided
by
discontinued
operating
activities 
 
 —
 
 —
 
 150
 
 —
 
 150

Net
cash
provided
by
operating
activities 
 
 486
 
 343
 
 2,775
 
 (1,153) 
 2,451


Cash
Flows
From
Investing
Activities: 
 
 

 
 

 
 

 
 

 
 


Capital
expenditures 
 
 —
 
 —
 
 (935) 
 —
 
 (935)
Proceeds
from
sale
of
property,
plant,
and
equipment 
 
 —
 
 —
 
 23
 
 —
 
 23

Acquisition
of
businesses,
net
of
cash
acquired 
 
 —
 
 —
 
 (153) 
 —
 
 (153)
Intercompany
distribution
receipts
(1) 
 
 —
 
 794
 
 —
 
 (794) 
 —

Change
in
intercompany
loans 
 
 —
 
 62
 
 —
 
 (62) 
 —

Other 
 
 —
 
 —
 
 (8) 
 —
 
 (8)
Net
cash
provided
by
(used
in)
continuing
investing
activities 
 
 —
 
 856
 
 (1,073) 
 (856) 
 (1,073)

Net
cash
used
in
discontinued
investing
activities 
 
 —
 
 —
 
 (21) 
 —
 
 (21)
Net
cash
provided
by
(used
in)
investing
activities 
 
 —
 
 856
 
 (1,094) 
 (856) 
 (1,094)

Cash
Flows
From
Financing
Activities: 
 
 

 
 

 
 

 
 

 
 


Changes
in
parent
company
equity
(2) 
 
 112
 
 (170) 
 58
 
 —
 
 —

Net
increase
in
commercial
paper 
 
 —
 
 270
 
 —
 
 —
 
 270

Proceeds
from
issuance
of
debt 
 
 —
 
 119
 
 —
 
 —
 
 119

Repayment
of
debt 
 
 —
 
 (708) 
 —
 
 —
 
 (708)
Proceeds
from
exercise
of
share
options 
 
 —
 
 —
 
 100
 
 —
 
 100

Repurchase
of
common
shares 
 
 (478) 
 —
 
 (401) 
 —
 
 (879)
Payment
of
common
share
dividends
to
shareholders 
 
 (594) 
 —
 
 6
 
 —
 
 (588)
Intercompany
distributions
(1) 
 
 —
 
 (710) 
 (505) 
 1,215
 
 —

Loan
activity
with
parent 
 
 474
 
 —
 
 (1,268) 
 794
 
 —

Transfers
from
discontinued
operations 
 
 —
 
 —
 
 129
 
 —
 
 129

Other 
 
 —
 
 —
 
 (36) 
 —
 
 (36)
Net
cash
used
in
continuing
financing
activities 
 
 (486) 
 (1,199) 
 (1,917) 
 2,009
 
 (1,593)
Net
cash
used
in
discontinued
financing
activities 
 
 —
 
 —
 
 (129) 
 —
 
 (129)
Net
cash
used
in
financing
activities 
 
 (486) 
 (1,199) 
 (2,046) 
 2,009
 
 (1,722)

Effect
of
currency
translation
on
cash 
 
 —
 
 —
 
 (5) 
 —
 
 (5)
Net
decrease
in
cash
and
cash
equivalents 
 
 —
 
 —
 
 (370) 
 —
 
 (370)
Cash
and
cash
equivalents
at
beginning
of
fiscal
year 
 
 —
 
 —
 
 1,218
 
 —
 
 1,218

Cash
and
cash
equivalents
at
end
of
fiscal
year 
 $ —
 $ —
 $ 848
 $ —
 $ 848


(1) During
fiscal
2018,
other
subsidiaries
made
distributions
to
TEGSA
in
the
amount
of
$505
million
and
TEGSA
made
distributions
to
TE
Connectivity
Ltd.
in
the
amount
of
$710
million.
Cash
flows
are
presented
based
upon
the
nature
of
the
distributions.


(2) Changes
in
parent
company
equity
includes
cash
flows
related
to
certain
intercompany
equity
and
funding
transactions,
and
other
intercompany
activity.
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TE

Connectivity


Ltd. 
 TEGSA 

Other


Subsidiaries 

Consolidating

Adjustments 
 Total 




 
 (in
millions)
 

Cash
Flows
From
Operating
Activities: 
 
 

 
 

 
 

 
 

 
 


Net
cash
provided
by
(used
in)
continuing
operating
activities
(1) 
 $ (180) $ 102
 $ 2,581
 $ (230) $ 2,273


Net
cash
provided
by
discontinued
operating
activities 
 
 —
 
 —
 
 48
 
 —
 
 48

Net
cash
provided
by
(used
in)
operating
activities 
 
 (180) 
 102
 
 2,629
 
 (230) 
 2,321


Cash
Flows
From
Investing
Activities: 
 
 

 
 

 
 

 
 

 
 


Capital
expenditures 
 
 —
 
 —
 
 (679) 
 —
 
 (679)
Proceeds
from
sale
of
property,
plant,
and
equipment 
 
 —
 
 —
 
 19
 
 —
 
 19

Acquisition
of
businesses,
net
of
cash
acquired 
 
 —
 
 —
 
 (250) 
 —
 
 (250)
Proceeds
from
divestiture
of
business,
net
of
cash
retained
by
sold
business 
 
 —
 
 —
 
 4
 
 —
 
 4


Intercompany
distribution
receipts
(1) 
 
 —
 
 516
 
 —
 
 (516) 
 —

Change
in
intercompany
loans 
 
 —
 
 (1,369) 
 —
 
 1,369
 
 —

Other 
 
 —
 
 (12) 
 9
 
 —
 
 (3)
Net
cash
used
in
continuing
investing
activities 
 
 —
 
 (865) 
 (897) 
 853
 
 (909)
Net
cash
used
in
discontinued
investing
activities 
 
 —
 
 —
 
 (23) 
 —
 
 (23)
Net
cash
used
in
investing
activities 
 
 —
 
 (865) 
 (920) 
 853
 
 (932)

Cash
Flows
From
Financing
Activities: 
 
 

 
 

 
 

 
 

 
 


Changes
in
parent
company
equity
(2) 
 
 97
 
 559
 
 (656) 
 —
 
 —

Net
decrease
in
commercial
paper 
 
 —
 
 (330) 
 —
 
 —
 
 (330)
Proceeds
from
issuance
of
debt 
 
 —
 
 589
 
 —
 
 —
 
 589

Proceeds
from
exercise
of
share
options 
 
 —
 
 —
 
 117
 
 —
 
 117

Repurchase
of
common
shares 
 
 —
 
 —
 
 (614) 
 —
 
 (614)
Payment
of
common
share
dividends
to
shareholders 
 
 (550) 
 —
 
 4
 
 —
 
 (546)
Intercompany
distributions
(1) 
 
 —
 
 (50) 
 (696) 
 746
 
 —

Loan
activity
with
parent 
 
 633
 
 —
 
 736
 
 (1,369) 
 —

Transfers
from
discontinued
operations 
 
 —
 
 —
 
 25
 
 —
 
 25

Other 
 
 —
 
 (5) 
 (25) 
 —
 
 (30)
Net
cash
provided
by
(used
in)
continuing
financing
activities 
 
 180
 
 763
 
 (1,109) 
 (623) 
 (789)

Net
cash
used
in
discontinued
financing
activities 
 
 —
 
 —
 
 (25) 
 —
 
 (25)
Net
cash
provided
by
(used
in)
financing
activities 
 
 180
 
 763
 
 (1,134) 
 (623) 
 (814)

Effect
of
currency
translation
on
cash 
 
 —
 
 —
 
 (4) 
 —
 
 (4)
Net
increase
in
cash
and
cash
equivalents 
 
 —
 
 —
 
 571
 
 —
 
 571

Cash
and
cash
equivalents
at
beginning
of
fiscal
year 
 
 —
 
 —
 
 647
 
 —
 
 647

Cash
and
cash
equivalents
at
end
of
fiscal
year 
 $ —
 $ —
 $ 1,218
 $ —
 $ 1,218


(1) During
fiscal
2017,
other
subsidiaries
made
distributions
to
TEGSA
in
the
amount
of
$696
million
and
TEGSA
made
distributions
to
TE
Connectivity
Ltd.
in
the
amount
of
$50
million.
Cash
flows
are
presented
based
upon
the
nature
of
the
distributions.


(2) Changes
in
parent
company
equity
includes
cash
flows
related
to
certain
intercompany
equity
and
funding
transactions,
and
other
intercompany
activity.
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TE

Connectivity


Ltd. 
 TEGSA 

Other


Subsidiaries 

Consolidating

Adjustments 
 Total 




 
 (in
millions)
 

Cash
Flows
From
Operating
Activities: 
 
 

 
 

 
 

 
 

 
 


Net
cash
provided
by
(used
in)
continuing
operating
activities
(1) 
 $ (37) $ 211
 $ 2,095
 $ (336) $ 1,933


Net
cash
provided
by
discontinued
operating
activities 
 
 —
 
 —
 
 14
 
 —
 
 14

Net
cash
provided
by
(used
in)
operating
activities 
 
 (37) 
 211
 
 2,109
 
 (336) 
 1,947


Cash
Flows
From
Investing
Activities: 
 
 

 
 

 
 

 
 

 
 


Capital
expenditures 
 
 —
 
 —
 
 (603) 
 —
 
 (603)
Proceeds
from
sale
of
property,
plant,
and
equipment 
 
 —
 
 —
 
 8
 
 —
 
 8

Acquisition
of
businesses,
net
of
cash
acquired 
 
 —
 
 —
 
 (1,336) 
 —
 
 (1,336)
Proceeds
from
divestiture
of
business,
net
of
cash
retained
by
sold
business 
 
 —
 
 199
 
 134
 
 —
 
 333


Intercompany
distribution
receipts
(1) 
 
 1,082
 
 1,729
 
 —
 
 (2,811) 
 —

Change
in
intercompany
loans 
 
 —
 
 (1,244) 
 —
 
 1,244
 
 —

Other
(2) 
 
 —
 
 (120) 
 162
 
 —
 
 42

Net
cash
provided
by
(used
in)
continuing
investing
activities 
 
 1,082
 
 564
 
 (1,635) 
 (1,567) 
 (1,556)

Net
cash
used
in
discontinued
investing
activities 
 
 —
 
 —
 
 (25) 
 —
 
 (25)
Net
cash
provided
by
(used
in)
investing
activities 
 
 1,082
 
 564
 
 (1,660) 
 (1,567) 
 (1,581)

Cash
Flows
From
Financing
Activities: 
 
 

 
 

 
 

 
 

 
 


Changes
in
parent
company
equity
(3) 
 
 410
 
 300
 
 (710) 
 —
 
 —

Net
increase
in
commercial
paper 
 
 —
 
 330
 
 —
 
 —
 
 330

Proceeds
from
issuance
of
debt 
 
 —
 
 349
 
 3
 
 —
 
 352

Repayment
of
debt 
 
 —
 
 (500) 
 (1) 
 —
 
 (501)
Proceeds
from
exercise
of
share
options 
 
 —
 
 —
 
 90
 
 —
 
 90

Repurchase
of
common
shares 
 
 (2,780) 
 —
 
 (7) 
 —
 
 (2,787)
Payment
of
common
share
dividends
to
shareholders 
 
 (513) 
 —
 
 4
 
 —
 
 (509)
Intercompany
distributions
(1) 
 
 —
 
 (1,250) 
 (1,897) 
 3,147
 
 —

Loan
activity
with
parent 
 
 1,838
 
 —
 
 (594) 
 (1,244) 
 —

Transfers
to
discontinued
operations 
 
 —
 
 —
 
 (11) 
 —
 
 (11)
Other 
 
 —
 
 (4) 
 (26) 
 —
 
 (30)
Net
cash
used
in
continuing
financing
activities 
 
 (1,045) 
 (775) 
 (3,149) 
 1,903
 
 (3,066)
Net
cash
provided
by
discontinued
financing
activities 
 
 —
 
 —
 
 11
 
 —
 
 11

Net
cash
used
in
financing
activities 
 
 (1,045) 
 (775) 
 (3,138) 
 1,903
 
 (3,055)

Effect
of
currency
translation
on
cash 
 
 —
 
 —
 
 7
 
 —
 
 7

Net
decrease
in
cash
and
cash
equivalents 
 
 —
 
 —
 
 (2,682) 
 —
 
 (2,682)
Cash
and
cash
equivalents
at
beginning
of
fiscal
year 
 
 —
 
 —
 
 3,329
 
 —
 
 3,329

Cash
and
cash
equivalents
at
end
of
fiscal
year 
 $ —
 $ —
 $ 647
 $ —
 $ 647


(1) During
fiscal
2016,
other
subsidiaries
made
distributions
to
TEGSA
in
the
amount
of
$1,897
million
and
TEGSA
made
distributions
to
TE
Connectivity
Ltd.
in
the
amount
of
$1,250
million.
Cash
flows
are
presented
based
upon
the
nature
of
the
distributions.


(2) Includes
the
internal
allocation
of
proceeds
between
TEGSA
and
other
subsidiaries
associated
with
the
divestiture
of
our
BNS
business.


(3) Changes
in
parent
company
equity
includes
cash
flows
related
to
certain
intercompany
equity
and
funding
transactions,
and
other
intercompany
activity.
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Description 


Balance
at

Beginning
of

Fiscal
Year 


Additions

Charged
to

Costs
and

Expenses 


Acquisitions,

Divestitures,

and
Other 
 Deductions 


Balance
at

End
of


Fiscal
Year 



 
 (in
millions)
 

Fiscal
2018: 
 
 

 
 

 
 

 
 

 
 


Allowance
for
doubtful
accounts
receivable 
 $ 18
 $ 7
 $ (1) $ (2) $ 22

Valuation
allowance
on
deferred
tax
assets 
 
 3,627
 
 261
 
 —
 
 (1,697) 
 2,191


Fiscal
2017: 
 
 

 
 

 
 

 
 

 
 


Allowance
for
doubtful
accounts
receivable 
 $ 17
 $ 5
 $ —
 $ (4) $ 18

Valuation
allowance
on
deferred
tax
assets 
 
 3,096
 
 1,072
 
 —
 
 (541) 
 3,627


Fiscal
2016: 
 
 

 
 

 
 

 
 

 
 


Allowance
for
doubtful
accounts
receivable 
 $ 18
 $ —
 $ 1
 $ (2) $ 17

Valuation
allowance
on
deferred
tax
assets 
 
 3,237
 
 283
 
 1
 
 (425) 
 3,096
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ARTICLE I



BACKGROUND, PURPOSE AND TERM OF PLAN



Section 1.01 



























Purpose of the Plan .

The
purpose
of
the
Plan
is
to
provide
Eligible
Employees
with
certain
compensation
and
benefits
as
set
forth
in

the
Plan
in
the
event
the
Eligible
Employee’s
employment
with
the
Company
or
a
Subsidiary
is
terminated
due
to
an
Involuntary
Termination.

The
Plan
is
not
intended
to
be
an
“employee
pension
benefit
plan”
or
“pension
plan”
within
the
meaning
of
Section
3(2)
of
ERISA.

Rather,
this
Plan
is
intended
to
be
a
“welfare
benefit
plan”
within
the
meaning
of
Section
3(1)
of
ERISA
and
to
meet
the
descriptive
requirements
of
a
plan
constituting
a
“severance
pay
plan”
within
the
meaning
of
regulations
published
by
the
Secretary
of
Labor
at
Title
29,
Code
of
Federal
Regulations
,
section
2510.3-2(b).

Accordingly,
the
benefits
paid
by
the
Plan
are
not
deferred
compensation
and
no
employee
shall
have
a
vested
right
to
such
benefits.



Section 1.02 



























Term of the Plan .

The
Plan
shall
generally
be
effective
as
of
the
Effective
Date
and
shall
supersede
any
prior
plan,
program
or
policy
under
which
the
Company
or
any
Subsidiary
provided
severance
benefits
prior
to
the
Effective
Date
of
the
Plan.

The
Plan
shall
continue
until
terminated
pursuant
to
Article
VIII
of
the
Plan.



Section 1.03 



























Compliance with Code Section 409A .  The
terms
of
this
Plan
are
intended
to,
and
shall
be
interpreted
so
as
to,
comply
in
all
respects
with
the
provisions
of
Code
Section
409A
and
the
regulations
and
rulings
promulgated
thereunder.
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ARTICLE II



DEFINITIONS



Section 2.01 



























“
Alternative
Position
”
shall
mean
a
position
with
the
Company
that:



(a)

































is
not
more
than
75
miles
each
way
from
the
location
of
the
Employee’s
current
position
(for
positions
that
are
essentially
mobile,
the

mileage
does
not
apply);
and



(b)

































provides
the
Employee
with
pay
and
benefits
(not
including
perquisites
or
long-term
incentive
compensation)
that
are
comparable
in
the
aggregate
to
the
Employee’s
current
position.



The
Plan
Administrator
has
the
exclusive
discretionary
authority
to
determine
whether
a
position
is
an
Alternative
Position.



Section 2.02 



























“
Annual
Bonus
”
shall
mean
100%
of
the
Participant’s
target
annual
bonus.



Section 2.03 



























“
Base
Salary
”
shall
mean
the
annual
base
salary
in
effect
as
of
the
Participant’s
Separation
from
Service
Date.



Section 2.04 



























“
Board
”
shall
mean
the
Board
of
Directors
of
the
Company
or
any
successor
thereto,
or
a
committee
thereof
specifically
designated
for
purposes
of
making
determinations
hereunder.



Section 2.05 



























“
Cause
”
shall
mean
an
Employee’s
(i)
substantial
failure
or
refusal
to
perform
duties
and
responsibilities
of
his
or
her
job
as
required
by
the
Company,
(ii)
violation
of
any
fiduciary
duty
owed
to
the
Company,
(iii)
conviction
of
a
felony
or
misdemeanor,
(iv)
dishonesty,
(v)
theft,
(vi)
violation
of
Company
rules
or
policy,
or
(vii)
other
egregious
conduct,
that
has
or
could
have
a
serious
and
detrimental
impact
on
the
Company
and
its
employees.

The
Plan
Administrator,
in
its
sole
and
absolute
discretion,
shall
determine
Cause.

Examples
of
“Cause”
may
include,
but
are
not
limited
to,
excessive
absenteeism,
misconduct,
insubordination,
violation
of
Company
policy,
dishonesty,
and
deliberate
unsatisfactory
performance
(e.g.,
Employee
refuses
to
improve
deficient
performance).



Section 2.06 



























“
COBRA
”
shall
mean
the
Consolidated
Omnibus
Budget
Reconciliation
Act
of
1985,
as
amended
and
the
regulations
promulgated
thereunder.



Section 2.07 



























“
Code
”
shall
mean
the
Internal
Revenue
Code
of
1986,
as
amended
and
the
regulations
promulgated
thereunder.



Section 2.08 



























“
Committee
”
shall
mean
the
TE
Connectivity
Employee
Benefits
Administrative
Committee
or
such
other
committee
appointed
by
the
Board
to
assist
the
Company
in
making
determinations
required
under
the
Plan
in
accordance
with
its
terms.

The
“Committee”
may
delegate
its
authority
under
the
Plan
to
an
individual
or
another
committee.



Section 2.09 



























“
Company
”
shall
mean
TE
Connectivity
Corporation.

Unless
it
is
otherwise
clear
from
the
context,
Company
shall
generally
include
participating
Subsidiaries.
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Section 2.10 



























“
Effective
Date
”
shall
mean
September
13,
2018,
the
effective
date
of
this
amended
and
restated
Plan.



Section 2.11 



























“
Eligible
Employee
”
shall
mean
an
Employee
in
band
levels
0,
1,
or
2
employed
in
the
United
States,
who
is
not
covered
under
any

other
severance
plan
or
program
sponsored
by
the
Company
or
a
Subsidiary.

Effective
on
and
after
January
1,
2016,
the
Chief
Executive
Officer
and
each
of
his/her
direct
reports
(or
other
Employees)
who
are

designated
by
the
Board
of
Directors
of
TE
Connectivity
Ltd.
as
members
of
“executive
management”
for
purposes
of
the
Swiss
Ordinance
Against
Excessive
Compensation
in
Listed
Stock
Companies
shall
cease
to
be
Eligible
Employees
for
such
time
period
as
they
are
considered
members
of
“executive
management”.
If
there
is
any
question
as
to
whether
an
Employee
is
deemed
an
Eligible
Employee
for
purposes
of
the
Plan,
the
Senior
Vice
President,
Global
Human
Resources,
TE
Connectivity
shall
make
the
determination.



Section 2.12 



























“
Employee
”
shall
mean
an
individual
employed
by
the
Company
or
a
Subsidiary
as
a
common
law
employee
on
the
United
States
payroll
of
the
Company
or
a
Subsidiary,
and
shall
not
include
any
person
working
for
the
Company
through
a
temporary
service
or
on
a
leased
basis
or
who
is
hired
by
the
Company
as
an
independent
contractor,
consultant,
or
otherwise
as
a
person
who
is
not
an
employee
for
purposes
of
withholding
federal
employment
taxes,
as
evidenced
by
payroll
records
or
a
written
agreement
with
the
individual,
regardless
of
any
contrary
governmental
or
judicial
determination
or
holding
relating
to
such
status
or
tax
withholding.



Section 2.13 



























“
Employer
”
shall
mean
the
Company
or
any
Subsidiary
with
respect
to
which
this
Plan
has
been
adopted.



Section 2.14 



























“
ERISA
”
shall
mean
the
Employee
Retirement
Income
Security
Act
of
1974,
as
amended,
and
the
regulations
promulgated
thereunder.



Section 2.15 



























“
Exchange
Act
”
shall
mean
the
Securities
Exchange
Act
of
1934,
as
amended
and
the
regulations
promulgated
thereunder.



Section 2.16 



























“
Involuntary
Termination
”
shall
mean
the
date
that
a
Participant
experiences
a
Company-initiated
Separation
from
Service
within
the
meaning
of
Code
Section
409A
and
shall
not
include
a
separation
for
any
reason
other
than
Cause,
Permanent
Disability
or
death,
as
provided
under
and
subject
to
the
conditions
of
Article
III.



Section 2.17 



























“
Key
Employee
”
shall
mean
an
Employee
who,
at
any
time
during
the
12-month
period
ending
on
the
identification
date,
is
a
“specified
employee”
under
Code
Section
409A,
as
determined
by
the
Committee
or
its
delegate.

The
determination
of
Key
Employees,
including
the
number
and
identity
of
persons
considered
specific
employees
and
the
identification
date,
shall
be
made
by
the
Senior
Vice
President,
Chief
Human
Resources
Officer,
TE
Connectivity
or
his/her
delegate
in
accordance
with
the
provisions
of
Code
Section
409A
and
the
regulations
promulgated
thereunder.

Unless
otherwise
designated
by
the
Senior
Vice
President,
Chief
Human
Resources
Officer,
TE
Connectivity
or
his/her
delegate,
all
Employees
in
Bands
0-2
shall
be
considered
to
be
Key
Employees
for
purposes
of
Code
Section
409A
and
the
regulations
thereunder.
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Section 2.18 



























“
Notice
Pay
”
shall
mean
the
amounts
that
a
Participant
is
eligible
to
receive
pursuant
to
Article
IV
of
the
Plan.



Section 2.19 



























“
Participant
”
shall
mean
any
Eligible
Employee
who
meets
the
requirements
of
Article
III
and
thereby
becomes
eligible
for
Severance

Benefits
under
the
Plan.



Section 2.20 



























“
Permanent
Disability
”
shall
mean
that
an
Employee
has
a
permanent
and
total
incapacity
from
engaging
in
any
employment
for
the
Employer
for
physical
or
mental
reasons.

A
“Permanent
Disability”
shall
be
deemed
to
exist
if
the
Employee
meets
the
requirements
for
disability
benefits
under
the
Employer’s
long-term
disability
plan
or
under
the
requirements
for
disability
benefits
under
the
Social
Security
law
(or
similar
law
outside
the
United
States,
if
the
Employee
is
employed
in
that
jurisdiction)
then
in
effect,
or
if
the
Employee
is
designated
with
an
inactive
employment
status
at
the
end
of
a
disability
or
medical
leave.



Section 2.21 



























“
Plan
”
means
the
TE
Connectivity
Severance
Plan
for
U.S.
Executives
as
set
forth
herein,
and
as
the
same
may
from
time
to
time
be
amended.



Section 2.22 



























“
Plan
Administrator
”
shall
mean
the
individual(s)
appointed
to
administer
the
terms
of
the
Plan
as
set
forth
herein
and
unless
otherwise
provided
by
the
Board,
the
Committee
shall
serve
as
the
Plan
Administrator.

The
Plan
Administrator
shall
also
serve
as
the
Named
Appeals
Fiduciary
of
the
Plan
as
more
fully
described
in
Section
10.04.


The
Plan
Administrator
may
delegate
all
or
any
portion
of
its
authority
under
the
Plan
to
any
other
person(s).



Section 2.23 



























“
Postponement
Period
”
shall
mean,
for
a
Key
Employee,
the
period
of
six
months
after
the
Key
Employee’s
Separation
from
Service
Date
(or
such
other
period
as
may
be
required
by
Code
Section
409A)
during
which
deferred
compensation
may
not
be
paid
to
the
Key
Employee
under
Code
Section
409A.



Section 2.24 



























“
Release
”
shall
mean
the
Separation
of
Employment
Agreement
and
General
Release,
as
provided
by
the
Company.



Section 2.25 



























“
Salary
Continuation
Benefits
”
shall
mean
the
salary
continuation
payments
described
in
Section
4.01(b).



Section 2.26 



























“
Separation
from
Service
”
shall
mean
a
“separation
from
service”
within
the
meaning
of
Code
Section
409A(a)(2)(A)(i)
and
applicable
regulations
and
rulings
promulgated
thereunder.



Section 2.27 



























“
Separation
from
Service
Date
”
shall
mean
the
date
on
which
the
active
employment
of
the
Participant
by
the
Company
or
a
Subsidiary
is
severed
by
reason
of
an
Involuntary
Termination
within
the
meaning
of
Code
Section
409A
and
the
regulations
and
rulings
promulgated
thereunder.



Section 2.28 



























“
Severance
Benefits
”
shall
mean
the
Salary
Continuation
Benefits
and
other
benefits
that
a
Participant
is
eligible
to
receive
pursuant
to
Article
IV
of
the
Plan.



Section 2.29 



























“
Severance
Period
”
shall
mean
the
period
during
which
a
Participant
is
receiving
Severance
Benefits
under
this
Plan,
as
set
forth
in
the
Appendix.
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Section 2.30 



























“
Subsidiary
”
shall
mean
(i)
a
subsidiary
company
of
TE
Connectivity
Ltd.
(wherever
incorporated)
as
defined
under
applicable
Swiss

corporation
law,
(ii)
any
separately
organized
business
unit,
whether
or
not
incorporated,
of
TE
Connectivity
Ltd.,
(iii)
any
employer
that
is
required
to
be
aggregated
with
TE
Connectivity
Ltd.
pursuant
to
Code
Section
414
and
the
regulations
issued
thereunder,
and
(iv)
any
service
recipient
or
employer
that
is
within
a
controlled
group
of
corporations
with
TE
Connectivity
Ltd.
as
defined
in
Code
Sections
1563(a)(1),
(2)
and
(3)
where
the
phrase
“at
least
50%”
is
substituted
in
each
place
“at
least
80%”
appears
or
is
with
TE
Connectivity
Ltd.
as
part
of
a
group
of
trades
or
businesses
under
common
control
as
defined
in
Code
Section
414(c)
and
Treas.
Reg.
§
1.414(c)-2
where
the
phrase
“at
least
50%”
is
substituted
in
each
place
“at
least
80%”
appears,
provided,
however,
that
when
the
relevant
determination
is
to
be
based
upon
legitimate
business
criteria
(as
described
in
Treas.
Reg.
§
1.409A-1(b)(5)(iii)(E)
and
§
1.409A-1(h)(3)),
the
phrase
“at
least
20%”
shall
be
substituted
in
each
place
“at
least
80%”
appears
as
described
above
with
respect
to
both
a
controlled
group
of
corporations
and
trades
or
business
under
common
control.



Section 2.31 



























“
Voluntary
Termination
”
shall
mean
any
Separation
from
Service
that
is
not
initiated
by
the
Company
or
any
Subsidiary.
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ARTICLE III



PARTICIPATION AND ELIGIBILITY FOR BENEFITS



Section 3.01 



























Participation .

Each
Eligible
Employee
in
the
Plan
who
incurs
an
Involuntary
Termination
and
who
satisfies
all
of
the
conditions
of

Section
3.02
shall
be
eligible
to
receive
the
Severance
Benefits
described
in
the
Plan.

An
Eligible
Employee
shall
not
be
eligible
to
receive
any
other
severance
benefits
from
the
Company
or
Subsidiary
on
account
of
an
Involuntary
Termination
unless
otherwise
provided
in
the
Plan.

In
addition,
any
Eligible
Employee
who
is
a
party
to
an
employment
agreement
with
the
Company
pursuant
to
which
such
Eligible
Employee
is
entitled
to
severance
benefits
shall
be
ineligible
to
participate
in
the
Plan.



Section 3.02 



























Conditions .



(a)

































Eligibility
for
any
Severance
Benefits
is
expressly
conditioned
on
the
execution
or
agreement
to
the
following:
(i)
execution
by
the
Participant
of
a
Release
in
the
form
provided
by
the
Company
no
later
than
21
days
following
delivery
of
the
Release
to
the
Participant
(or
such
longer
period
as
may
be
agreed
between
the
Participant
and
the
Company);
and
(ii)
compliance
by
the
Participant
with
all
the
terms
and
conditions
of
such
Release;

If
the
Company
determines,
in
its
sole
discretion,
that
the
Participant
has
not
fully
complied
with
any
of
the
terms
of
the
agreement
and/or
Release,
the
Company
may
deny
Severance
Benefits
not
yet
in
pay
status
or
discontinue
the
payment
of
the
Participant’s
Severance
Benefit
and
may
require
the
Participant,
by
providing
written
notice
of
such
repayment
obligation
to
the
Participant,
to
repay
any
portion
of
the
Severance
Benefit
already
received
under
the
Plan.

If
the
Company
notifies
a
Participant
that
repayment
of
all
or
any
portion
of
the
Severance
Benefit
received
under
the
Plan
is
required,
such
amounts
shall
be
repaid
within
thirty
(30)
calendar
days
after
the
date
the
written
notice
is
sent.

Any
remedy
under
this
subsection
3.02(a)
shall
be
in
addition
to,
and
not
in
place
of,
any
other
remedy,
including
injunctive
relief,
that
the
Company
may
have.



(b)

































An
Eligible
Employee
will
not
be
eligible
to
receive
Severance
Benefits
under
any
of
the
following
circumstances:



(i)































The
Eligible
Employee
voluntarily
terminates
employment:



(ii)




























The
Eligible
Employee
resigns
employment
before
the
job-end
date
specified
by
the
Employer
or
while
the
Employer
still
desires
the
Eligible
Employee’s
services;



(iii)

























The
Eligible
Employee’s
employment
is
terminated
for
Cause;



(iv)
























The
Eligible
Employee
voluntarily
retires;
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(v)



























The
Eligible
Employee’s
employment
is
terminated
due
to
the
Eligible
Employee’s
death
or
Permanent
Disability;



(vi)
























The
Eligible
Employee
does
not
return
to
work
within
six
(6)
months
of
the
onset
of
an
approved
leave
of
absence,
other
than
a

personal,
educational
or
military
leave
and/or
as
otherwise
required
by
applicable
statute;



(vii)





















The
Eligible
Employee
does
not
return
to
work
within
three
(3)
months
of
the
onset
of
a
personal
or
educational
leave
of
absence,
unless
otherwise
approved
in
writing
by
the
Company
with
the
notice
and
approval
of
the
Senior
Vice
President,
Chief
Human
Resources
Officer,
TE
Connectivity;



(viii)


















The
Eligible
Employee
does
not
satisfy
the
conditions
for
Severance
set
forth
in
Section
3.02.



(ix)
























The
Eligible
Employee
continues
in
employment
with
the
Company
or
a
Subsidiary
or
has
the
opportunity
to
continue
in
employment
in
the
same
or
in
an
Alternative
Position
with
the
Company
or
a
Subsidiary;
or



(x)



























The
Eligible
Employee’s
employment
with
the
Employer
terminates
as
a
result
of
a
sale
of
stock
or
assets
of
the
Employer,
merger,
consolidation,
joint
venture
or
a
sale
or
outsourcing
of
a
business
unit
or
function,
or
other
transaction,
and
the
Eligible
Employee
accepts
employment,
or
has
the
opportunity
to
continue
employment
in
an
Alternative
Position,
with
the
purchaser,
joint
venture,
or
other
acquiring
or
outsourcing
entity,
or
a
related
entity
of
the
purchaser,
joint
venture
or
acquiring
or
outsourcing
entity.

The
payment
of
Severance
Benefits
in
the
circumstances
described
in
this
subsection
(x)
would
result
in
a
windfall
to
the
Eligible
Employee,
which
is
not
the
intention
of
the
Plan.



(c)


































Except
as
otherwise
provided
in
the
Plan
and
subject
to
the
claims
and
appeal
rights
of
the
Participant,
the
Plan
Administrator
has
the
sole
discretion
to
determine
an
Eligible
Employee’s
eligibility
to
receive
Severance
Benefits.



(d)

































An
Eligible
Employee
returning
from
approved
military
leave
will
be
eligible
for
Severance
Benefits
if:
(i)
he/she
is
eligible
for
reemployment
under
the
provisions
of
the
Uniformed
Services
Employment
and
Reemployment
Rights
Act
(USERRA);
(ii)
his/her
pre-military
leave
job
is
eliminated;
and
(iii)
the
Employer’s
circumstances
are
changed
so
as
to
make
reemployment
in
another
position
impossible
or
unreasonable,
or
re-employment
would
create
an
undue
hardship
for
the
Employer.

If
the
Eligible
Employee
returning
from
military
leave
qualifies
for
Severance
Benefits,
his/her
severance
benefits
will
be
calculated
as
if
he/she
had
remained
continuously
employed
from
the
date
he/she
began
his/her
military
leave.

The
Eligible
Employee
must
also
satisfy
any
other
relevant
conditions
for
payment
set
forth
in
this
Section,
including
execution
of
a
Release.
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ARTICLE IV



DETERMINATION OF SEVERANCE BENEFITS



Section 4.01 



























Amount of Severance Benefits Upon Involuntary Termination .
Except
as
otherwise
provided
in
Section
4.05,
the
Severance

Benefits
to
be
provided
to
an
Eligible
Employee
who
incurs
an
Involuntary
Termination
and
is
determined
to
be
eligible
for
Severance
Benefits
shall
be
as
follows:



(a)

































Notice
Pay
.

Each
Eligible
Employee
who
meets
the
eligibility
requirements
for
a
Severance
Benefit
under
Section
3.01
shall
receive
a
minimum
30
calendar
days’
notice
as
a
Notice
Period.

In
the
event
that
the
Company
determines
that
a
Participant’s
last
day
of
work
shall
be
prior
to
the
end
of
his
or
her
Notice
Period,
such
Employee
shall
be
entitled
to
pay
in
lieu
of
notice
for
the
balance
of
such
Notice
Period.

Notice
Pay
paid
to
an
Eligible
Employee
shall
be
in
addition
to,
and
not
offset
against,
the
Severance
Benefits
the
Participant
may
be
entitled
to
receive
under
this
Article
IV.

An
Eligible
Employee
who
does
not
sign,
or
who
revokes
his
or
her
signature
on,
a
Release
shall
only
be
eligible
for
Notice
Pay.

Unless
otherwise
permitted
by
the
applicable
plan
documents
or
laws,
an
Eligible
Employee
will
not
be
eligible
to
apply
for
short-term
disability,
long-term
disability
and/or
workers’
compensation
during
the
Notice
Period,
or
anytime
thereafter.

Notice
pay
shall
be
paid
in
accordance
with
Article
V.



(b)

































Salary
Continuation
Benefits
.



(i)





































Salary
continuation
shall
be
provided
during
the
Severance
Period
applicable
to
the
Participant
as
set
forth
under
Appendix
A
to
the
Plan,
as
applicable
to
any
Participant.

During
the
Severance
Period,
the
Participant
shall
receive
his
or
her
Base
Salary
(net
of
deductions
and
tax
withholdings,
as
applicable)
in
equal
installments
over
the
Severance
Period,
per
normal
payroll
cycles.

The
salary
continuation
payment
shall
commence
no
earlier
than
the
end
of
the
revocation
period
applicable
to
the
Release
and
shall
be
paid
in
accordance
with
Article
V.



(ii)


































The
Participant
shall
also
receive
a
cash
payment
equal
to
his
or
her
Annual
Bonus
during
the
Severance
Period
applicable
to
the
Participant
as
set
forth
under
Appendix
A
to
the
Plan.

Such
bonus
payment
shall
be
paid
to
the
Participant
in
equal
installments
over
the
Severance
Period
(
e.g.
,
12
month,
18
months
or
24
months).

The
bonus
payment
shall
be
paid
at
the
same
time
as
the
Salary
Continuation
Benefits
in
Article
V.



(c)


































Bonus
.

Participant
may
be
eligible
for
a
cash
payment
equal
to
his
or
her
pro
rated
annual
bonus
for
the
year
in
which
Participant’s
Separation
from
Service
Date
occurs,
subject
to
the
discretion
of
the
Company
and
pursuant
to
the
terms
set
forth
in
the
applicable
incentive
plans
or
applicable
administrative
guidelines
adopted
under
such
plans.



(d)

































Medical,
Dental
and
Health
Care
Reimbursement
Account
Benefits
.

The
Participant
shall
continue
to
be
eligible
to
participate
in
the
medical,
dental
and
Health
Care
Reimbursement
Account
coverage
in
effect
at
the
date
of
his
or
her
termination
(or
generally
comparable
coverage)
for
himself
or
herself
and,
where
applicable,
his
or
her
spouse
and
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dependents,
as
the
same
may
be
changed
from
time
to
time
for
employees
of
the
Company
generally,
as
if
Participant
had
continued
in
employment
during
the
twelve-month
period
following
the
participant’s
Separation
from
Service
Date
(the
“Coverage
Period”).

The
Participant
shall
be
responsible
for
the
payment
of
the
employee
portion
of
the
medical,
dental
and
Health
Care
Reimbursement
Account
contributions
that
are
required
during
the
Severance
Period
and
such
contributions
shall
be
made
within
the
time
period
and
in
the
amounts
that
other
employees
are
required
to
pay
to
the
Company
for
similar
coverage.

The
Participant’s
failure
to
pay
the
applicable
contributions
shall
result
in
the
cessation
of
the
applicable
medical
and
dental
coverage
for
the
Participant
and
his
or
her
spouse
or
domestic
partner
and
dependents.

Notwithstanding
any
other
provision
of
this
Plan
to
the
contrary,
in
the
event
that
a
Participant
commences
employment
with
another
company
at
any
time
during
the
twelve-month
period,
the
Participant
may
cease
receiving
coverage
under
the
Company’s
medical
and
dental
plans.

Within
thirty
(30)
days
of
Participant’s
commencement
of
employment
with
another
company,
Participant
shall
provide
the
Company
written
notice
of
such
employment
and
provide
information
to
the
Company
regarding
the
medical
and
dental
benefits
provided
to
Participant
by
his
or
her
new
employer.

The
COBRA
Continuation
Coverage
Period
under
section
4980B
of
the
Code
shall
run
concurrently
with
the
period
in
which
the
Participant
receives
benefits
under
this
Section
4.01(d)..



(e)


































Equity
Awards
.

The
treatment
of
stock
options,
restricted
stock,
restricted
stock
units
and
other
outstanding
equity
awards
will
be
governed
by
the
applicable
equity
award
agreements
and
plan
documents.



(f)



































Outplacement
Services
.

The
Company
may,
in
its
sole
and
absolute
discretion,
pay
the
cost
(which
shall
not
exceed
$20,000)
of
outplacement
services
for
the
Participant
at
the
outplacement
agency
that
the
Company
regularly
uses
for
such
purpose;
provided, however ,
that
the
period
of
outplacement
shall
not
exceed
twelve
(12)
months
from
Participant’s
Separation
from
Service
Date.

The
Company
shall
pay
the
cost
of
outplacement
services
for
the
Participant
for
a
period
of
up
to
twelve
(12)
months
from
Participant’s
Separation
from
Service
Date
at
either
(i)
the
outplacement
agency
that
the
Company
regularly
uses
for
such
purpose,
or
(ii)
provided
the
Senior
Vice
President
—
Human
Resources
provides
prior
approval,
at
an
outplacement
agency
selected
by
the
Participant.



Section 4.02 



























Voluntary Termination; Termination for Death or Permanent Disability .

If
the
Eligible
Employee’s
employment
terminates
on
account
of
(i)
the
Eligible
Employee’s
Voluntary
Resignation,
(ii)
death,
or
(iii)
Permanent
Disability,
then
the
Eligible
Employee
shall
not
be
entitled
to
receive
Severance
Benefits
under
this
Plan
and
shall
be
entitled
only
to
those
benefits
(if
any)
as
may
be
available
under
the
Company’s
then-existing
benefit
plans
and
policies
at
the
time
of
such
termination.



Section 4.03 



























Termination for Cause .

If
any
Eligible
Employee’s
employment
terminates
on
account
of
termination
by
the
Company
for
Cause,
the
Eligible
Employee
shall
not
be
entitled
to
receive
Severance
Benefits
under
this
Plan
and
shall
be
entitled
only
to
those
benefits
that
are
legally
required
to
be
provided
to
the
Eligible
Employee.

Notwithstanding
any
other
provision
of
the
Plan
to
the
contrary,
if
the
Company
determines
that
an
Eligible
Employee
has
engaged
in
conduct
that
constitutes
Cause
at
any
time
prior
to
the
Eligible
Employee’s
Separation
from
Service
Date,
any
Severance
Benefit
payable
to
the
Eligible
Employee
under
Section
4.01
of
the
Plan
shall
immediately
cease,
and
the
Eligible
Employee
shall
be
required
to
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return
any
Severance
Benefits
paid
to
the
Eligible
Employee
prior
to
such
determination.

The
Company
may
withhold
paying
Severance
Benefits
under
the
Plan
pending
resolution
of
an
inquiry
that
could
lead
to
a
finding
resulting
in
Cause
and
any
such
payment
that
was
withheld
and
which
is
subsequently
determined
to
be
payable
shall
be
paid
to
the
Participant
within
ninety
(90)
days
after
the
date
of
the
final
and
binding
resolution
of
the
inquiry.



Section 4.04 



























Reduction of Severance Benefits .

With
respect
to
amounts
paid
under
the
Plan
that
are
not
subject
to
Code
Section
409A
and
the
regulations
promulgated
thereunder,
the
Company
reserves
the
right
to
make
deductions
in
accordance
with
applicable
law
for
any
monies
owed
to
the
Company
by
the
Participant
or
the
value
of
Company
property
that
the
Participant
has
retained
in
his/her
possession.

With
respect
to
amounts
paid
under
the
Plan
that
are
subject
to
Code
Section
409A
and
the
regulations
promulgated
thereunder,
the
Company
reserves
the
right
to
make
deductions
in
accordance
with
applicable
law
for
any
monies
owed
to
the
Company
by
the
Participant
or
the
value
of
the
Company
property
that
the
Participant
has
retained
in
his/her
possession;
provided,
however,
that
such
deductions
cannot
exceed
$5,000
in
the
aggregate.



Section 4.05 



























Modification of Severance Benefits .

Notwithstanding
anything
to
the
contrary
contained
herein,
the
Senior
Vice
President,
Human
Resources
(or
her/his
successor)
shall
have
the
discretion
(i)
to
modify
the
benefits
otherwise
available
to
a
Plan
Participant
under
Section
4.01
as
she/he
deems
appropriate,
provided
that
in
no
event
may
the
exercise
of
such
discretion
result
in
an
increase
in
the
benefits
that
would
otherwise
have
been
payable
to
the
Participant
under
Section
4.01,
and/or
(ii)
to
modify
the
timing
of
the
payment
of
such
benefits,
provided
that
such
benefits
are
not
otherwise
subject
to
Code
Section
409A
and
the
regulations
promulgated
thereunder.

If
benefits
payable
under
the
Plan
are
subject
to
Code
Section
409A
and
the
regulations
promulgated
thereunder,
the
timing
of
such
payments
may
not
be
altered
and
must
be
paid
in
accordance
with
the
terms
of
the
Plan.
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ARTICLE V



METHOD AND DURATION OF SEVERANCE BENEFIT PAYMENTS



Section 5.01 



























Method of Payment .

The
Severance
Benefit
to
which
a
Participant
is
entitled,
as
determined
pursuant
to
Section
4.01(a)
and
(b),
shall

be
paid
in
accordance
with
the
Company’s
normal
payroll
practices
over
the
Severance
Period.

The
annual
bonus
payable
pursuant
to
Section
4.01(c)
shall
be
paid
at
the
time
set
forth
in
the
TE
Connectivity
Annual
Incentive
Plan
or
administrative
guidelines
adopted
under
such
plan.

In
no
event
will
interest
be
credited
on
the
unpaid
balance
for
which
a
Participant
may
become
eligible.

Payment
shall
be
made
by
mailing
to
the
last
address
provided
by
the
Participant
to
the
Company
or
such
other
reasonable
method
as
determined
by
the
Plan
Administrator.

In
general,
the
initial
payments
shall
be
made
as
promptly
as
practicable
after
the
Participant’s
Separation
from
Service
Date,
the
execution
of
the
Release
required
under
Section
3.02,
and
the
expiration
of
the
required
revocation
period
specified
in
the
Release.

All
payments
of
Severance
Benefits
are
subject
to
applicable
federal,
state
and
local
taxes
and
withholdings.

In
the
event
of
the
Participant’s
death
prior
to
the
completion
of
all
payments
being
made,
the
remaining
payments
shall
be
paid
to
the
Participant’s
estate
in
a
single
lump
sum
payment
within
sixty
(60)
days
following
the
Participant’s
death.



Section 5.02 



























Other Arrangements .

The
Severance
Benefits
under
this
Plan
are
not
additive
or
cumulative
to
severance
or
termination
benefits
that
a
Participant
might
also
be
entitled
to
receive
under
the
terms
of
a
written
employment
agreement,
a
severance
agreement
or
any
other
arrangement
with
the
Employer.

As
a
condition
of
participating
in
the
Plan,
the
Eligible
Employee
must
expressly
agree
that
this
Plan
supersedes
all
prior
agreements
and
sets
forth
the
entire
Severance
Benefit
the
Eligible
Employee
is
entitled
to
while
an
Eligible
Employee
in
the
Plan.

The
provisions
of
this
Plan
may
provide
for
payments
to
the
Eligible
Employee
under
certain
compensation
or
bonus
plans
under
circumstances
where
such
plans
would
not
provide
for
payment
thereof.

It
is
the
specific
intention
of
the
Company
that
the
provisions
of
this
Plan
shall
supersede
any
provisions
to
the
contrary
in
such
plans,
to
the
extent
permitted
by
applicable
law,
and
such
plans
shall
be
deemed
to
be
have
been
amended
to
correspond
with
this
Plan
without
further
action
by
the
Company,
TE
Connectivity
Ltd.
or
any
Subsidiary,
as
applicable.
.



Section 5.03 



























Code Section 409A .



(a)

































Notwithstanding
any
provision
of
the
Plan
to
the
contrary,
if
required
by
Code
Section
409A
and
if
a
Participant
is
a
Key
Employee,
no
Benefits
shall
be
paid
to
the
Participant
during
the
Postponement
Period.

If
a
Participant
is
a
Key
Employee
and
payment
of
Benefits
is
required
to
be
delayed
for
the
Postponement
Period
under
Code
Section
409A,
the
accumulated
amounts
withheld
on
account
of
Code
Section
409A
shall
be
paid
in
a
lump
sum
payment
within
30
days
after
the
end
of
the
Postponement
Period.

If
the
Participant
dies
during
the
Postponement
Period
prior
to
the
payment
of
Benefits,
the
amounts
withheld
on
account
of
Code
Section
409A
shall
be
paid
to
the
Participant’s
estate
within
60
days
after
the
Participant’s
death.



(b)

































This
Agreement
is
intended
to
meet
the
requirements
of
the
“short-term
deferral”
exception,
the
“separation
pay”
exception
and
other
exceptions
under
Code
Section
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409A
and
the
regulations
promulgated
thereunder.
Notwithstanding
anything
in
this
Plan
to
the
contrary,
if
required
by
Code
Section
409A,
payments
may
only
be
made
under
this
Plan
upon
an
event
and
in
a
manner
permitted
by
Code
Section
409A,
to
the
extent
applicable.

For
purposes
of
Code
Section
409A,
the
right
to
a
series
of
payments
under
the
Plan
shall
be
treated
as
a
right
to
a
series
of
separate
payments.

All
reimbursements
and
in-kind
benefits
provided
under
the
Plan
shall
be
made
or
provided
in
accordance
with
the
requirements
of
section
409A
of
the
Code.

In
no
event
may
a
Participant
designate
the
year
of
payment
for
any
amounts
payable
under
the
Plan
.



Section 5.04 



























Termination of Eligibility for Benefits .



(a)

































All
Eligible
Employees
shall
cease
to
be
eligible
to
participate
in
the
Plan,
and
all
Severance
Benefit
payments
payable
to
a
Participant
shall
cease
upon
the
occurrence
of
the
earlier
of:



(i)































Subject
to
Article
VIII,
termination
or
modification
of
the
Plan;
or



(ii)




























Completion
of
payment
to
the
Participant
of
the
Severance
Benefit
for
which
the
Participant
is
eligible
under
Article
IV.



(b)

































Notwithstanding
anything
herein
to
the
contrary,
the
Company
shall
have
the
right
to
cease
all
Severance
Benefits
(except
as
otherwise
required
by
law)
and
to
recover
any
payments
previously
made
to
the
Participant
should
the
Participant
at
any
time
breach
the
Participant’s
undertakings
under
the
terms
of
the
Plan,
the
Release
the
Participant
executed
to
obtain
the
Severance
Benefits
under
the
Plan
or
the
confidentiality,
non-competition,
non-solicitation
and
non-disparagement
provisions
of
Article
VI.
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ARTICLE VI



CONFIDENTIALITY, COVENANT NOT TO COMPETE AND NOT TO SOLICIT



Section 6.01 



























Confidential Information .

The
Participant
agrees
that
he
or
she
shall
not,
directly
or
indirectly,
use,
make
available,
sell,
disclose
or

otherwise
communicate
to
any
person,
other
than
in
the
course
of
the
Participant’s
assigned
duties
and
for
the
benefit
of
the
Company,
either
during
the
period
of
the
Participant’s
employment
or
at
any
time
thereafter,
any
nonpublic,
proprietary
or
confidential
information,
knowledge
or
data
relating
to
TE
Connectivity
Ltd.,
any
of
its
Subsidiaries,
affiliated
companies
or
businesses,
which
shall
have
been
obtained
by
the
Participant
during
the
Participant’s
employment
by
the
Company
or
a
Subsidiary.

The
foregoing
shall
not
apply
to
information
that
(i)
was
known
to
the
public
prior
to
its
disclosure
to
the
Participant;
(ii)
becomes
known
to
the
public
subsequent
to
disclosure
to
the
Participant
through
no
wrongful
act
of
the
Participant
or
any
representative
of
the
Participant;
or
(iii)
the
Participant
is
required
to
disclose
by
applicable
law,
regulation
or
legal
process
(provided
that
the
Participant
provides
the
Company
with
prior
notice
of
the
contemplated
disclosure
and
reasonably
cooperates
with
the
Company
at
its
expense
in
seeking
a
protective
order
or
other
appropriate
protection
of
such
information).

Notwithstanding
clauses
(i)
and
(ii)
of
the
preceding
sentence,
the
Participant’s
obligation
to
maintain
such
disclosed
information
in
confidence
shall
not
terminate
where
only
portions
of
the
information
are
in
the
public
domain.



Section 6.02 



























Non-Competition .

The
Participant
acknowledges
that
he
or
she
performs
services
of
a
unique
nature
for
the
Company
that
are
irreplaceable,
and
that
his
or
her
performance
of
such
services
for
a
competing
business
will
result
in
irreparable
harm
to
the
Company.

Accordingly,
during
the
Participant’s
employment
with
the
Company
or
Subsidiary
and
for
the
one
(1)
year
period
thereafter,
the
Participant
agrees
that
the
Participant
will
not,
directly
or
indirectly,
own,
manage,
operate,
control,
be
employed
by
(whether
as
an
employee,
consultant,
independent
contractor
or
otherwise,
and
whether
or
not
for
compensation)
or
render
services
to
any
person,
firm,
corporation
or
other
entity,
in
whatever
form,
engaged
in
any
business
of
the
same
type
as
any
business
in
which
TE
Connectivity
Ltd.
or
any
of
its
Subsidiaries
or
affiliates
is
engaged
on
the
date
of
termination
or
in
which
they
have
proposed,
on
or
prior
to
such
date,
to
be
engaged
in
on
or
after
such
date
and
in
which
the
Participant
has
been
involved
to
any
extent
(other
than
de
minimis)
at
any
time
during
the
one
(1)
year
period
ending
with
the
date
of
termination,
in
any
locale
of
any
country
in
which
TE
Connectivity
Ltd.
or
any
of
its
Subsidiaries
conducts
business.

This
Section
6.02
shall
not
prevent
the
Participant
from
owning
not
more
than
one
percent
of
the
total
shares
of
all
classes
of
stock
outstanding
of
any
publicly
held
entity
engaged
in
such
business,
nor
will
it
restrict
the
Participant
from
rendering
services
to
charitable
organizations,
as
such
term
is
defined
in
section
501(c)
of
the
Code.



Section 6.03 



























Non-Solicitation .

During
the
Participant’s
employment
with
the
Company
or
a
Subsidiary
and
for
the
two
(2)
year
period
thereafter,
the
Participant
agrees
that
he
or
she
will
not,
directly
or
indirectly,
individually
or
on
behalf
of
any
other
person,
firm,
corporation
or
other
entity,
knowingly
solicit,
aid
or
induce
(i)
any
employee
of
TE
Connectivity
Ltd.

or
any
Subsidiary,
as
defined
by
the
Company,
to
leave
such
employment
in
order
to
accept
employment
with
or
render
services
to
or
with
any
other
person,
firm,
corporation
or
other
entity
unaffiliated
with
TE
Connectivity
Ltd.
or
knowingly
take
any
action
to
materially
assist
or
aid
any
other
person,
firm,
corporation
or
other
entity
in
identifying
or
hiring
any
such
employee,
or
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(ii)
any
customer
of
TE
Connectivity
Ltd.
or
any
Subsidiary
to
purchase
goods
or
services
then
sold
by
TE
Connectivity
Ltd.
or
any
Subsidiary
from
another
person,
firm,
corporation
or
other
entity
or
assist
or
aid
any
other
persons
or
entity
in
identifying
or
soliciting
any
such
customer.



Section 6.04 



























Non-Disparagement .

Each
of
the
Participant
and
the
Company
(for
purposes
hereof,
the
Company
shall
mean
only
the
executive
officers
and
directors
thereof
and
not
any
other
employees)
agrees
not
to
make
any
statements
that
disparage
the
other
party,
or
in
the
case
of
the
Company,
TE
Connectivity
Ltd.
or
its
Subsidiaries,
their
respective
affiliates,
employees,
officers,
directors,
products
or
services.

Notwithstanding
the
foregoing,
statements
made
in
the
course
of
sworn
testimony
in
administrative,
judicial
or
arbitral
proceedings
(including,
without
limitation,
depositions
in
connection
with
such
proceedings)
shall
not
be
subject
to
this
Section
6.04.



Section 6.05 



























Reasonableness .

In
the
event
the
provisions
of
this
Article
VI
shall
ever
be
deemed
to
exceed
the
time,
scope
or
geographic
limitations
permitted
by
applicable
laws,
then
such
provisions
shall
be
reformed
to
the
maximum
time,
scope
or
geographic
limitations,
as
the
case
may
be,
permitted
by
applicable
laws.



Section 6.06 



























Equitable Relief .



(a)

































By
participating
in
the
Plan,
the
Participant
acknowledges
that
the
restrictions
contained
in
this
Article
VI
are
reasonable
and
necessary
to
protect
the
legitimate
interests
of
the
Company,
its
Subsidiaries
and
its
affiliates,
that
the
Company
would
not
have
established
this
Plan
in
the
absence
of
such
restrictions,
and
that
any
violation
of
any
provision
of
this
Article
will
result
in
irreparable
injury
to
the
Company.

By
agreeing
to
participate
in
the
Plan,
the
Participant
represents
that
his
or
her
experience
and
capabilities
are
such
that
the
restrictions
contained
in
this
Article
VI
will
not
prevent
the
Participant
from
obtaining
employment
or
otherwise
earning
a
living
at
the
same
general
level
of
economic
benefit
as
is
currently
the
case.

The
Participant
further
represents
and
acknowledges
that
(i)
he
or
she
has
been
advised
by
the
Company
to
consult
his
or
her
own
legal
counsel
in
respect
of
this
Plan,
and
(ii)
that
he
or
she
has
had
full
opportunity,
prior
to
agreeing
to
participate
in
this
Plan,
to
review
thoroughly
this
Plan
with
his
or
her
counsel.



(b)

































The
Participant
agrees
that
the
Company
shall
be
entitled
to
preliminary
and
permanent
injunctive
relief,
without
the
necessity
of
proving
actual
damages,
as
well
as
an
equitable
accounting
of
all
earnings,
profits
and
other
benefits
arising
from
any
violation
of
this
Article
VI,
which
rights
shall
be
cumulative
and
in
addition
to
any
other
rights
or
remedies
to
which
the
Company
may
be
entitled.

In
the
event
that
any
of
the
provisions
of
this
Article
VI
should
ever
be
adjudicated
to
exceed
the
time,
geographic,
service,
or
other
limitations
permitted
by
applicable
law
in
any
jurisdiction,
then
such
provisions
shall
be
deemed
reformed
in
such
jurisdiction
to
the
maximum
time,
geographic,
service,
or
other
limitations
permitted
by
applicable
law.



(c)


































The
Participant
irrevocably
and
unconditionally
(i)
agrees
that
any
suit,
action
or
other
legal
proceeding
arising
out
of
this
Article
VI,
including
without
limitation,
any
action
commenced
by
the
Company
for
preliminary
and
permanent
injunctive
relief
or
other
equitable
relief,
may
be
brought
in
the
United
States
District
Court
for
the
District
of
New
York,
or
if
such
court
does
not
have
jurisdiction
or
will
not
accept
jurisdiction,
in
any
court
of
general
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jurisdiction
in
New
York,
(ii)
consents
to
the
non-exclusive
jurisdiction
of
any
such
court
in
any
such
suit,
action
or
proceeding,
and
(iii)
waives
any
objection
which
Participant
may
have
to
the
laying
of
venue
of
any
such
suit,
action
or
proceeding
in
any
such
court.

Participant
also
irrevocably
and
unconditionally
consents
to
the
service
of
any
process,
pleadings,
notices
or
other
papers
in
a
manner
permitted
by
the
notice
provisions
of
Section
11.02.



Section 6.07 



























Survival of Provisions .

The
obligations
contained
in
this
Article
VI
shall
survive
the
termination
of
Participant’s
employment
with
the
Company
or
a
Subsidiary
and
shall
be
fully
enforceable
thereafter.



Section 6.08 



























Release .  The
provisions
contained
in
Article
VI
shall
be
documented
in
the
Release,
which
shall
be
provided
to
the
Participant
in
a
form
approved
by
the

Senior
Vice
President,
Chief
Human
Resources
Officer,
TE
Connectivity
and
which
Release
shall
contain
any
other
waivers
of
rights,
releases
and
other
terms
and
conditions
as
are
deemed
appropriate
by
the
Senior
Vice
President,
Chief
Human
Resources
Officer,
TE
Connectivity.
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ARTICLE VII



THE PLAN ADMINISTRATOR



Section 7.01 



























Authority and Duties .

It
shall
be
the
duty
of
the
Plan
Administrator,
on
the
basis
of
information
supplied
to
it
by
the
Company,
to

oversee
the
proper
administration
of
the
Plan.

The
Plan
Administrator
shall
have
the
full
power,
authority
and
discretion
to
construe,
interpret
and
administer
the
Plan,
to
make
factual
determinations,
to
correct
deficiencies
therein,
and
to
supply
omissions.

All
decisions,
actions
and
interpretations
of
the
Plan
Administrator
shall
be
final,
binding
and
conclusive
upon
the
parties,
subject
only
to
determinations
by
the
Named
Appeals
Fiduciary
(as
defined
in
Section
10.04),
with
respect
to
denied
claims
for
Severance
Benefits.

The
Plan
Administrator
may
adopt
such
rules
and
regulations
and
may
make
such
decisions
as
it
deems
necessary
or
desirable
for
the
proper
administration
of
the
Plan.



Section 7.02 



























Compensation of the Plan Administrator .

The
Plan
Administrator
shall
receive
no
compensation
for
services
as
such.

However,
all
reasonable
expenses
of
the
Plan
Administrator
shall
be
paid
or
reimbursed
by
the
Company
upon
proper
documentation.

The
Plan
Administrator
shall
be
indemnified
by
the
Company
against
personal
liability
for
actions
taken
in
good
faith
in
the
discharge
of
the
Plan
Administrator’s
duties,
including
its
duties
as
Named
Fiduciary.



Section 7.03 



























Records, Reporting and Disclosure .

The
Company
shall
keep
a
copy
of
all
records
relating
to
the
payment
of
Severance
Benefits
to
Participants
and
former
Participants
and
all
other
records
necessary
for
the
proper
operation
of
the
Plan,
and
shall
make
those
records
available
to
the
Plan
Administrator
upon
its
request.

The
Plan
Administrator
shall
prepare
and
shall
file,
or
shall
cause
the
Company
to
prepare
and
file,
as
required
by
law
or
regulation,
all
reports,
forms,
documents
and
other
items
required
by
ERISA,
the
Code,
and
every
other
relevant
statute,
each
as
amended,
and
all
regulations
thereunder
(except
that
the
Company,
as
payor
of
the
Severance
Benefits,
shall
prepare
and
distribute
to
the
proper
recipients
all
forms
relating
to
withholding
of
income
or
wage
taxes,
Social
Security
taxes,
and
other
amounts
that
may
be
similarly
reportable).
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ARTICLE VIII



AMENDMENT, TERMINATION AND DURATION



Section 8.01 



























Amendment, Suspension and Termination .

Except
as
otherwise
provided
in
this
Section
8.01,

the
Board
or
its
delegate
shall
have

the
authority,
at
any
time
and
from
time
to
time,
to
amend,
suspend
or
terminate
the
Plan
in
whole
or
in
part,
for
any
reason
or
without
reason,
and
without
either
the
consent
of
or
the
prior
notification
to
any
Participant,
by
a
formal
written
action.

No
such
amendment
shall
give
the
Company
the
right
to
recover
any
amount
paid
to
a
Participant
prior
to
the
date
of
such
amendment
or
to
cause
the
cessation
of
Severance
Benefits
already
approved
for
a
Participant
who
has
executed
a
Release
as
required
under
Section
3.02.

Any
amendment
or
termination
of
the
Plan
must
comply
with
all
applicable
legal
requirements
including,
without
limitation,
compliance
with
Code
Section
409A
and
the
regulations
and
ruling
promulgated
thereunder,
securities,
tax,
or
other
laws,
rules,
regulations
or
regulatory
interpretations
thereof,
applicable
to
the
Plan.



Section 8.02 



























Duration .

Unless
terminated
sooner
by
the
Board
or
its
delegate,
the
Plan
shall
continue
in
full
force
and
effect
until
termination
of
the
Plan
pursuant
to
Section
8.01;
provided,
however,
that
after
the
termination
of
the
Plan,
if
any
Participants
terminated
employment
on
account
of
an
Involuntary
Termination
prior
to
the
termination
of
the
Plan
and
are
still
receiving
Severance
Benefits
under
the
Plan,
the
Plan
shall
remain
in
effect
until
all
of
the
obligations
of
the
Company
are
satisfied
with
respect
to
such
Participants.
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ARTICLE IX



DUTIES OF THE COMPANY AND THE COMMITTEE



Section 9.01 



























Records .

The
Company
or
a
Subsidiary
thereof
shall
supply
to
the
Committee
all
records
and
information
necessary
to
the

performance
of
the
Committee’s
duties
as
described
herein.



Section 9.02 



























Payment .
Payments
of
Severance
Benefits
to
Participants
shall
be
made
in
such
amount
as
determined
by
the
Company
under
Article
IV,
from
the
Company’s
general
assets.



Section 9.03 



























Discretion .

Any
decisions,
actions
or
interpretations
to
be
made
under
the
Plan
by
the
Board,
the
Committee
and
the
Plan
Administrator,
acting
on
behalf
of
either,
shall
be
made
in
each
of
their
respective
sole
discretion,
not
in
any
fiduciary
capacity
and
need
not
be
uniformly
applied
to
similarly
situated
individuals
and
such
decisions,
actions
or
interpretations
shall
be
final,
binding
and
conclusive
upon
all
parties.

As
a
condition
of
participating
in
the
Plan,
the
Eligible
Employee
acknowledges
that
all
decisions
and
determinations
of
the
Board,
the
Committee
and
the
Plan
Administrator
shall
be
final
and
binding
on
the
Eligible
Employee,
his
or
her
beneficiaries
and
any
other
person
having
or
claiming
an
interest
under
the
Plan
on
his
or
her
behalf.
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ARTICLE X

 
CLAIMS PROCEDURES



Section 10.01 




















Claim .

No
person
may
bring
an
action
for
any
alleged
wrongful
denial
of
Plan
benefits
in
a
court
of
law
unless
the
claims
procedures

described
in
this
Article
X
are
exhausted
and
a
final
determination
is
made
by
the
Plan
Administrator
and/or
the
Named
Appeals
Fiduciary.

If
an
Eligible
Employee
or
Participant
or
other
interested
party
challenges
a
decision
by
the
Plan
Administrator
and/or
Named
Appeals
Fiduciary,
a
review
by
the
court
of
law
will
be
limited
to
the
facts,
evidence
and
issues
presented
to
the
Plan
Administrator
during
the
claims
procedure
set
forth
in
this
Article
X.

Facts
and
evidence
that
become
known
to
the
terminated
Eligible
Employee
or
Participant
or
other
interested
person
after
having
exhausted
the
claims
procedure
must
be
brought
to
the
attention
of
the
Plan
Administrator
for
reconsideration
of
the
claims
administrator.

Issues
not
raised
with
the
Plan
Administrator
and/or
Named
Appeals
Fiduciary
will
be
deemed
waived.



Section 10.02 




















Initial Claim .

Initial
claims
for
Severance
Benefits
shall
be
submitted
to
the
Senior
Vice
President,
Chief
Human
Resources
Officer
(“CHRO”)
for
consideration
and
determination.

Each
such
application
must
be
supported
by
such
information
as
is
relevant
and
appropriate
to
the
Eligible
Employee’s
claim
and
any
other
information
as
may
be
requested
by
the
CHRO.

In
the
event
that
any
claim
relating
to
the
administration
of
Severance
Benefits
is
denied
in
whole
or
in
part,
the
terminated
Participant
or
his
or
her
beneficiary
(“claimant”)
whose
claim
has
been
so
denied
shall
be
notified
of
such
denial
in
writing
by
the
CHRO
within
ninety
(90)
days
after
the
receipt
of
the
claim
for
benefits.

This
period
may
be
extended
an
additional
ninety
(90)
days
if
the
CHRO
determines
such
extension
is
necessary
and
he/she
provides
notice
of
extension
to
the
claimant
prior
to
the
end
of
the
initial
ninety
(90)
day
period.

The
notice
advising
of
the
denial
shall
specify
the
following:
(i)
the
reason
or
reasons
for
denial,
(ii)
make
specific
reference
to
the
Plan
provisions
on
which
the
determination
was
based,
(iii)
describe
any
additional
material
or
information
necessary
for
the
claimant
to
perfect
the
claim
(explaining
why
such
material
or
information
is
needed),
and
(iv)
describe
the
Plan’s
review
procedures
and
the
time
limits
applicable
to
such
procedures,
including
a
statement
of
the
claimant’s
right
to
bring
a
civil
action
under
section
502(a)
of
ERISA
following
an
adverse
benefit
determination
on
review.

If
it
is
determined
that
payment
is
to
be
made,
any
such
payment
shall
be
made
within
ninety
(90)
days
after
the
date
by
which
notification
is
required.



Section 10.03 




















Appeals of Denied Administrative Claims .

All
appeals
shall
be
made
by
the
following
procedure:



(a)

































A
claimant
whose
claim
has
been
denied
shall
file
with
the
Plan
Administrator
a
notice
of
appeal
of
the
denial.

Such
notice
shall
be
filed
within
sixty
(60)
calendar
days
of
notification
by
the
Plan
Administrator
of
the
denial
of
a
claim,
shall
be
made
in
writing,
and
shall
set
forth
all
of
the
facts
upon
which
the
appeal
is
based.

Appeals
not
timely
filed
shall
be
barred.



(b)

































The
Named
Appeals
Fiduciary
shall
consider
the
merits
of
the
claimant’s
written
presentations,
the
merits
of
any
facts
or
evidence
in
support
of
the
denial
of
benefits,
and
such
other
facts
and
circumstances
as
the
Named
Appeals
Fiduciary
shall
deem
relevant.
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(c)


































The
Named
Appeals
Fiduciary
shall
render
a
determination
upon
the
appealed
claim
which
determination
shall
be
accompanied
by
a

written
statement
as
to
the
reasons
therefor.

The
determination
shall
be
made
to
the
claimant
within
sixty
(60)
days
of
the
claimant’s
request
for
review,
unless
the
Names
Appeals
Fiduciary
determines
that
special
circumstances
require
an
extension
of
time
for
processing
the
claim.

In
such
case,
the
Named
Appeals
Fiduciary
shall
notify
the
claimant
of
the
need
for
an
extension
of
time
to
render
its
decision
prior
to
the
end
of
the
initial
sixty
(60)
day
period,
and
the
Named
Appeals
Fiduciary
shall
have
an
additional
sixty
(60)
day
period
to
make
its
determination.

The
determination
so
rendered
shall
be
binding
upon
all
parties.

If
the
determination
is
adverse
to
the
claimant,
the
notice
shall
provide
(i)
the
reason
or
reasons
for
denial,
(ii)
make
specific
reference
to
the
Plan
provisions
on
which
the
determination
was
based,
(iii)
a
statement
that
the
claimant
is
entitled
to
receive,
upon
request
and
free
of
charge,
reasonable
access
to,
and
copies
of,
all
documents,
records
and
other
information
relevant
to
a
the
claimant’s
claim
for
benefits,
and
(iv)
state
that
the
claimant
has
the
right
to
bring
an
action
under
section
502(a)
of
ERISA.

If
the
final
determination
is
that
payments
shall
be
made,
then
any
such
payment
shall
be
made
within
ninety
(90)
days
after
the
date
by
which
notification
of
the
final
determination
is
made.



Section 10.04 




















Appointment of the Named Appeals Fiduciary .

The
Named
Appeals
Fiduciary
shall
be
the
Committee
or
such
subcommittee
or
other
person(s)
as
may
be
appointed
by
the
Committee
to
render
a
determination
on
an
appealed
claim
or
claims
under
Section
10.03.

Named
Appeals
Fiduciaries
may
at
any
time
be
removed
by
the
Board.

All
such
removals
may
be
with
or
without
cause
and
shall
be
effective
on
the
date
stated
in
the
notice
of
removal.

The
Named
Appeals
Fiduciary
shall
be
a
“Named
Fiduciary”
within
the
meaning
of
ERISA,
and
unless
appointed
to
other
fiduciary
responsibilities,
shall
have
no
authority,
responsibility,
or
liability
with
respect
to
any
matter
other
than
the
proper
discharge
of
the
functions
of
the
Named
Appeals
Fiduciary
as
set
forth
herein.
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ARTICLE XI



MISCELLANEOUS



Section 11.01 




















Nonalienation of Benefits .

None
of
the
payments,
benefits
or
rights
of
any
Participant
shall
be
subject
to
any
claim
of
any
creditor
of

any
Participant,
and,
in
particular,
to
the
fullest
extent
permitted
by
law,
all
such
payments,
benefits
and
rights
shall
be
free
from
attachment,
garnishment
(if
permitted
under
applicable
law),
trustee’s
process,
or
any
other
legal
or
equitable
process
available
to
any
creditor
of
such
Participant.

No
Participant
shall
have
the
right
to
alienate,
anticipate,
commute,
plead,
encumber
or
assign
any
of
the
benefits
or
payments
that
he
may
expect
to
receive,
continently
or
otherwise,
under
this
Plan,
except
for
the
designation
of
a
beneficiary
as
set
forth
in
Section
5.01.



Section 11.02 




















Notices .

All
notices
and
other
communications
required
hereunder
shall
be
in
writing
and
shall
be
delivered
personally
or
mailed
by
registered
or
certified
mail,
return
receipt
requested,
or
by
overnight
express
courier
service.

In
the
case
of
the
Participant,
mailed
notices
shall
be
addressed
to
him
or
her
at
the
home
address
which
he
or
she
most
recently
communicated
to
the
Company
in
writing.

In
the
case
of
the
Company,
mailed
notices
shall
be
addressed
to
the
Plan
Administrator.



Section 11.03 




















Successors .

Any
successor
to
the
Company
shall
assume
the
obligations
under
this
Plan
and
expressly
agree
to
perform
the
obligations
under
this
Plan.



Section 11.04 




















Other Payments .

Except
as
otherwise
provided
in
this
Plan,
no
Participant
shall
be
entitled
to
any
cash
payments
or
other
severance
benefits
under
any
of
the
Company’s
then
current
severance
pay
policies
for
a
termination
that
is
covered
by
this
Plan
for
the
Participant.



Section 11.05 




















No Mitigation .

Except
as
otherwise
provided
in
Section
4.04,
Participant
shall
not
be
required
to
mitigate
the
amount
of
any
Severance
Benefit
provided
for
in
this
Plan
by
seeking
other
employment
or
otherwise,
nor
shall
the
amount
of
any
Severance
Benefit
provided
for
herein
be
reduced
by
any
compensation
earned
by
other
employment
or
otherwise,
except
if
the
Participant
is
re-employed
by
the
Company
as
an
Employee,
in
which
case
Severance
Benefits
shall
cease
on
the
date
of
the
Participant’s
re-employment.



Section 11.06 




















No Contract of Employment .

Neither
the
establishment
of
the
Plan,
nor
any
modification
thereof,
nor
the
creation
of
any
fund,
trust
or
account,
nor
the
payment
of
any
benefits
shall
be
construed
as
giving
any
Eligible
Employee
or
any
person
whosoever,
the
right
to
be
retained
in
the
service
of
the
Company,
and
all
Eligible
Employees
shall
remain
subject
to
discharge
to
the
same
extent
as
if
the
Plan
had
never
been
adopted.



Section 11.07 




















Severability of Provisions .

If
any
provision
of
this
Plan
shall
be
held
invalid
or
unenforceable
by
a
court
of
competent
jurisdiction,
such
invalidity
or
unenforceability
shall
not
affect
any
other
provisions
hereof,
and
this
Plan
shall
be
construed
and
enforced
as
if
such
provisions
had
not
been
included.
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Section 11.08 




















Heirs, Assigns, and Personal Representatives .

This
Plan
shall
be
binding
upon
the
heirs,
executors,
administrators,
successors
and

assigns
of
the
parties,
including
each
Participant,
present
and
future.



Section 11.09 




















Headings and Captions .

The
headings
and
captions
herein
are
provided
for
reference
and
convenience
only,
shall
not
be
considered
part
of
the
Plan,
and
shall
not
be
employed
in
the
construction
of
the
Plan.



Section 11.10 




















Gender and Number .

Where
the
context
admits:
words
in
any
gender
shall
include
any
other
gender,
and,
except
where
otherwise
clearly
indicated
by
context,
the
singular
shall
include
the
plural,
and
vice-versa.



Section 11.11 




















Unfunded Plan .

The
Plan
shall
not
be
funded.

No
Participant
shall
have
any
right
to,
or
interest
in,
any
assets
of
the
Company
that
may
be
applied
by
the
Company
to
the
payment
of
Severance
Benefits.



Section 11.12 




















Payments to Incompetent Persons .

Any
benefit
payable
to
or
for
the
benefit
of
a
minor,
an
incompetent
person
or
other
person
incapable
of
receipting
therefor
shall
be
deemed
paid
when
paid
to
such
person’s
guardian
or
to
the
party
providing
or
reasonably
appearing
to
provide
for
the
care
of
such
person,
and
such
payment
shall
fully
discharge
the
Company,
the
Committee
and
all
other
parties
with
respect
thereto.



Section 11.13 




















Lost Payees .

A
benefit
shall
be
deemed
forfeited
if
the
Committee
is
unable
to
locate
a
Participant
to
whom
a
Severance
Benefit
is
due.

Such
Severance
Benefit
shall
be
reinstated
if
application
is
made
by
the
Participant
for
the
forfeited
Severance
Benefit
while
this
Plan
is
in
operation.



Section 11.14 




















Controlling Law .

This
Plan
shall
be
construed
and
enforced
according
to
the
laws
of
the
Commonwealth
of
Pennsylvania
to
the
extent
not
superseded
by
Federal
law.
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SCHEDULE A



SEVERANCE BENEFITS



Chief
Executive
Officer




24
months
of
pay
Band
level
0
employees
and
CEO
Direct
Reports




18
months
of
pay
Other
Band
level
1
and
2
employees




12
months
of
pay



A-
1



Exhibit 10.29



TE CONNECTIVITY LTD.



ANNUAL INCENTIVE PLAN



(as amended and restated effective September 13, 2018)







TE Connectivity Ltd.



Annual Incentive Plan



I. 







































Purpose .



The
purpose
of
the
TE
Connectivity
Ltd.
Annual
Incentive
Plan
(the
“Plan”)
is
to
reward
the
performance
of
selected
Employees
who,
individually
or
as
members
of
a
group,
contribute
to
the
success
of
TE
Connectivity
Ltd.
(the
“Company”)
and
its
subsidiaries,
thus
providing
them
a
means
of
sharing
in,
and
an
incentive
to
contribute
further
to,
that
success.

The
Plan
is
intended
to
strengthen
the
commitment
of
such
Employees
by
making
part
of
their
individual
pay
dependent
on
the
achievement
of
corporate
financial
goals.

The
Plan
was
originally
effective
as
of
June
29,
2007
and
has
been
amended
and
restated
several
times
since.

The
effective
date
of
this
amended
and
restated
Plan
is
September
13,
2018.


II. 


































Definitions .



The
following
words
and
phrases
shall
have
the
meanings
set
forth
below:



“
Annual
Plan
Description
”
shall
mean
the
written
or
unwritten
procedures
and
guidelines
established
or
employed
by
the
Committee
pursuant
to
Section
III
hereof
for
the
purpose
of
administering
the
Plan.



“
Award
”
or
“
Annual
Incentive
Award
”
shall
mean
the
bonus
payable
to
a
Participant
under
the
Plan
for
any
Plan
Year.



“
Annual
Base
Salary
”
shall
mean,
unless
otherwise
provided
by
the
Committee,
the
annual
compensation,
excluding
bonuses,
commissions,
overtime,
incentive
payments,
perquisite
allowance,
non-monetary
awards,
directors
fees
and
other
fees,
relocation
expenses,
auto
allowances,
imputed
income
from
group
term
life
insurance,
and
any
other
non-recurring
item,
paid
to
or
on
behalf
of
a
Participant
for
employment
services
rendered
to
the
Company,
before
reduction
for
compensation
deferred
pursuant
to
all
qualified,
nonqualified
and
cafeteria
plans
of
any
Company.

The
definition
of
Annual
Base
Salary
may
be
modified
by
the
Committee,
as
is
deemed
necessary
or
appropriate
to
meet
the
particular
circumstances
or
needs
of
a
particular
country,
locality
or
business.

Unless
otherwise
provided
by
the
Committee,
the
Award
shall
be
based
on
the
Annual
Base
Salary
as
in
effect
on
August
1
 
of
the
Plan
Year.



“
Board
”
shall
mean
the
board
of
directors
of
TE
Connectivity
Ltd.

To
the
extent
permissible
under
applicable
law
and
the
operative
corporate
documentation
of
the
Company,
the
Board
may
delegate
its
authority
or
discretion
to
a
third
party
(such
as
the
Company’s
Management
Development
and
Compensation
Committee
or
Chief
Human
Resources
Officer
(“CHRO”))
and
such
third
party
may
in
turn
delegate
that
authority
or
discretion
to
the
extent
permitted
in
the
Board
action.



“
Business
Unit
”
shall
mean
each
of
the
companies
or
businesses
within
each
Segment.
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“
Cause
”
shall
mean
an
Employee’s
(i)
refusal
to
perform
duties
and
responsibilities
of
his
or
her
job
as
required
by
the
Company,
(ii)
violation
of
any

fiduciary
duty
owed
to
the
Company,
(iii)
conviction
of
a
felony
or
misdemeanor
(or
outside
of
the
United
States,
conviction
of
a
significant
crime),
(iv)
dishonesty,
(v)
theft,
(vi)
violation
of
Company
rules
or
policy,
or
(vii)
other
egregious
conduct,
that
has
or
could
have
a
serious
and
detrimental
impact
on
the
Company
and
its
Employees.
Examples
of
“Cause”
may
include,
but
are
not
limited
to,
excessive
absenteeism,
misconduct,
insubordination,
violation
of
Company
policy
(in
particular,
TE’s
Guide
to
Ethical
Conduct
and/or
TE
Policy
Avoiding
Conflict
of
Interest),
dishonestly,
and
deliberate
unsatisfactory
performance
(e.g.,
Employee
refuses
to
improve
deficient
performance).



“
Change
in
Control
”
means
the
first
to
occur
of
any
of
the
following
events:



(a)

































any
“person”
(as
defined
in
Section
13(d)
and
14(d)
of
the
Exchange
Act,
excluding
for
this
purpose,
(i)
the
Company
or
(ii)
any
employee
benefit
plan
of
the
Company
(or
any
person
or
entity
organized,
appointed
or
established
by
the
Company
for
or
pursuant
to
the
terms
of
any
such
plan
that
acquires
beneficial
ownership
of
voting
securities
of
the
Company),
is
or
becomes
the
“beneficial
owner”
(as
defined
in
Rule
13d-3
under
the
Exchange
Act)
directly
or
indirectly
of
securities
of
the
Company
representing
more
than
30
percent
of
the
combined
voting
power
of
the
Company’s
then
outstanding
securities;
provided,
however,
that
no
Change
in
Control
will
be
deemed
to
have
occurred
as
a
result
of
a
change
in
ownership
percentage
resulting
solely
from
an
acquisition
of
securities
by
the
Company;
or



(b)

































persons
who,
as
of
September
13,
2018
,
constitute
the
Board
(the
“Incumbent
Directors”)
cease
for
any
reason
(including
without
limitation,
as
a
result
of
a
tender
offer,
proxy
contest,
merger
or
similar
transaction)
to
constitute
at
least
a
majority
thereof,
provided
that
any
person
becoming
a
director
of
the
Company
subsequent
to
September
13,
2018,
shall
be
considered
an
Incumbent
Director
if
such
person’s
election
or
nomination
for
election
was
approved
by
a
vote
of
at
least
50
percent
of
the
Incumbent
Directors;
but
provided
further,
that
any
such
person
whose
initial
assumption
of
office
is
in
connection
with
an
actual
or
threatened
proxy
contest
relating
to
the
election
of
members
of
the
Board
or
other
actual
or
threatened
solicitation
of
proxies
or
consents
by
or
on
behalf
of
a
“person”
(as
defined
in
Section
13(d)
and
14(d)
of
the
Exchange
Act)
other
than
the
Board,
including
by
reason
of
agreement
intended
to
avoid
or
settle
any
such
actual
or
threatened
contest
or
solicitation,
shall
not
be
considered
an
Incumbent
Director;
or



(c)


































consummation
of
a
reorganization,
merger
or
consolidation
or
sale
or
other
disposition
of
at
least
80
percent
of
the
assets
of
the
Company
(a
“Business
Combination”),
in
each
case,
unless,
following
such
Business
Combination,
all
or
substantially
all
of
the
individuals
and
entities
who
were
the
beneficial
owners
of
outstanding
voting
securities
of
the
Company
immediately
prior
to
such
Business
Combination
beneficially
own
directly
or
indirectly
more
than
50
percent
of
the
combined
voting
power
of
the
then
outstanding
voting
securities
entitled
to
vote
generally
in
the
election
of
directors,
as
the
case
may
be,
of
the
company
resulting
from
such
Business
Combination
(including,
without
limitation,
a
company
which,
as
a
result
of
such
transaction,
owns
the
Company
or
all
or
substantially
all
of
the
Company’s
assets
either
directly
or
through
one
or
more
Subsidiaries)
in
substantially
the
same
proportions
as
their
ownership,
immediately
prior
to
such
Business
Combination,
of
the
outstanding
voting
securities
of
the
Company;
or
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(d)

































approval
by
the
stockholders
of
the
Company
of
a
complete
liquidation
or
dissolution
of
the
Company.



“
Committee
”
shall
mean
the
Management
Development
and
Compensation
Committee
of
the
Board
or
such
other
persons
appointed
by
the
Board
to

administer
the
Plan
and
which
also
may
act
for
the
Company
or
the
Board
in
making
decisions
and
performing
specified
duties
under
the
Plan.



“
Company
”
shall
mean
TE
Connectivity
Ltd.
and
any
subsidiary
and
affiliate
that
has
been
selected
by
the
Committee
to
participate
in
the
Plan.

The
duties
and
obligations
of
the
“Company”
as
they
relate
to
a
particular
Participant
shall
refer
to
the
specific
entity
that
employs
that
Participant
at
such
time
and
not
any
other
entity,
unless
otherwise
specified.



“
Disability
”
shall
mean
the
Participant’s
permanent
and
total
incapacity
resulting
in
an
inability
to
engage
in
any
employment
for
the
Company
for
physical
or
mental
reasons.

Disability
shall
be
deemed
to
exist
only
when
the
Participant
meets
either
the
requirements
for
disability
benefits
under
the
Company’s
long-term
disability
plan
or,
if
the
Company
has
no
such
plan
applicable
to
the
Participant,
the
requirements
for
disability
benefits
under
the
Social
Security
law
(or
similar
law
outside
the
United
States)
then
in
effect.



“
Employee
”
shall
mean
any
individual
employed
by
the
Company
on
a
regular,
full-time
basis,
other
than
an
individual
(a)
employed
in
a
casual
or
temporary
capacity
(i.e.,
those
hired
for
a
specific
job
of
limited
duration),
(b)
characterized
as
a
“leased
employee”
within
the
meaning
of
Section
414
of
the
Internal
Revenue
Code
of
1986,
as
amended,
(c)
classified
by
the
Company
as
a
flexible
part-time
employee,
or
(d)
classified
by
the
Company
as
a
“contractor”
or
“consultant”,
no
matter
how
characterized
by
the
Internal
Revenue
Service,
other
governmental
agency
or
a
court.

Any
change
of
characterization
of
an
individual
by
any
court
or
government
agency
shall
have
no
effect
upon
the
classification
of
an
individual
as
an
Employee
for
purposes
of
this
Plan,
unless
the
Committee
determines
otherwise.



“
Exchange
Act
”
shall
mean
the
United
States
Securities
Exchange
Act
of
1934,
as
amended.



“
U.S.
GAAP
”
shall
mean
United
States
generally
accepted
accounting
principles.



“
Individual
Performance
”
considers
personal
work-related
factors
that
the
financial
formula
does
not
address.



“
Participant
”
shall
mean,
for
any
Plan
Year,
an
Employee
who
satisfies
the
eligibility
requirements
of
Section
IV.



“
Performance
Measures
”
are
the
annual
preestablished
organizational
or
Individual
Performance
criteria
selected
by
the
Committee
or
its
designee
on
which
the
requirements
to
earn
an
Annual
Bonus
are
based.



“
Plan
”
shall
mean
this
TE
Connectivity
Ltd.
Annual
Incentive
Plan,
as
from
time
to
time
amended
and
in
effect.
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“
Plan
Year
”
shall
mean
the
fiscal
year
of
the
Company
or
any
other
period
designated
by
the
Committee.



“
Retirement
”
shall
mean
voluntary
termination
of
employment
on
or
after
a
Participant
has
attained
the
age
and
other
requirements
for
retirement

described
in
the
Annual
Plan
Description.



“
Schedule
”
shall
mean
the
Performance
Measures
established
for
each
Plan
Year
as
set
out
for
each
business
and
function.



“
Segment
”
shall
mean
each
of
the
major
business
segments
within
the
Company.

As
of
September
13,
2018,
the
Segments
of
the
Company
are
Transportation
Solutions,
Industrial
Solutions
and
Communication
Solutions.



“
Target
Award
”
is
the
cash
bonus
that
will
be
paid
for
target
performance,
expressed
as
a
percentage
of
Annual
Base
Salary.

A
Target
Award
will
be
assigned
to
each
Participant
at
the
beginning
of
the
Plan
Year
based
on
job
level
or
other
competitive
guidelines;
and
may
change
based
on
job
assignment.



“
Termination
of
Employment
”
shall
mean
the
cessation
of
employment
with
the
Company,
voluntarily
or
involuntarily,
for
any
reason


III. 





























Administration .



The
Plan
shall
be
administered
by
the
Committee
consistent
with
the
purpose
and
the
terms
of
the
Plan.

On
an
annual
basis
the
Committee
shall
approve,
for
the
overall
company
and
for
each
Segment,
the
Performance
Measures
selected
for
the
Plan
Year.

The
Committee
shall
have
full
power
and
authority
to
interpret
the
Plan,
to
select
the
Employees
to
participate
in
the
Plan,
to
approve
Awards,
to
make
factual
determinations,
to
prescribe,
amend
and
rescind
any
rules,
forms,
or
Annual
Plan
Description
as
the
Committee
deems
necessary
or
appropriate
for
the
proper
administration
of
the
Plan,
and
to
make
any
other
determinations
and
take
such
other
actions
as
it
deems
necessary
or
advisable
in
carrying
out
its
duties
under
the
Plan,
including
the
delegation
of
any
such
authority
or
power,
where
appropriate.

All
decisions
and
determinations
by
the
Committee
shall
be
final,
conclusive
and
binding
on
the
Company,
all
Employees,
Participants,
and
Plan
beneficiaries,
and
any
other
persons
having
or
claiming
an
interest
hereunder.


IV. 






























Eligibility .



Subject
to
the
limitations
contained
in
this
Section
IV
or
the
Annual
Plan
Description,
all
Employees
identified,
either
individually
or
by
group
classification,
are
eligible
to
participate
in
the
Plan.

Employees
shall
be
eligible
to
receive
an
Award
calculated
under
only
one
Schedule
of
this
Plan
for
any
specific
period
in
time.

An
Employee
may,
however,
participate
in
more
than
one
Schedule
provided
that
participation
in
each
such
Schedule
shall
be
pro-rated
in
a
manner
consistent
with
the
Annual
Plan
Description.

During
any
period
in
which
an
Employee
participates
in
this
Plan
(including
any
sub-program
hereunder),
he
or
she
may
not
participate
in
any
other
annual
incentive
compensation
program
(including
other
sub-programs
under
this
Plan)
offered
by
the
Company,
unless
otherwise
provided
by
the
Committee
in
its
sole
discretion,
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V. 



































Determination of Awards .



Subject
to
the
Committee’s
discretion
to
adjust
any
Award
individually
or
by
class,
the
amount
of
each
Participant’s
Award,
if
any,
shall
be
determined
in
accordance
with
the
Performance
Measures
approved
for
such
Participant.

Award
calculations
are
generally
based
on
Segment,
Business
Unit,
or
overall
Company
financial
results,
or
any
combination
thereof,
and
are
subject
to
adjustments
based
on
Individual
Performance.


VI. 






























Payment of Awards .



The
Committee
shall
determine
the
level
of
achievement
attained
under
the
Performance
Measures
applicable
under
each
Schedule.

Awards
payable
to
each
Participant
under
his
/
her
applicable
Schedule
shall
be
determined
after
an
assessment
of
the
Participant’s
Individual
Performance
for
the
Plan
Year.

Subject
to
the
provisions
of
Section
VII,
authorized
Awards
shall
then
be
payable
in
cash
in
a
single
sum
on
the
date
established
by
the
Committee,
or
as
soon
as
administratively
feasible
thereafter,
at
the
end
of
the
Plan
Year
or
another
time
period,
if
applicable,
provided
however,
that
all
Awards
will
be
paid
no
later
than
the
15
 
day
of
the
third
month
following
the
later
of,
a)
the
end
of
the
Plan
year
or
b)
the
last
day
of
the
calendar
year
in
which
falls
the
last
day
of
the
Plan
year,
except
to
the
extent
that
a
Participant
has
elected
to
defer
payment
under
the
terms
of
a
duly
authorized
deferred
compensation
arrangement.



Unless
otherwise
prohibited
under
applicable
law,
no
Award
under
the
Plan
shall
be
deemed
earned
until
actually
paid.

No
Participant
who
commits
an
act
giving
rise
to
Cause
shall
be
entitled
to
an
Award.

In
addition,
the
Committee
shall
have
the
authority
to
establish
any
other
terms
and
conditions
applicable
to
the
Awards
(including
the
mandatory
return
of
all
or
any
portion
of
an
award
previously
paid)
as
are
deemed
necessary
and/or
appropriate
to
comply
with
applicable
rules
adopted
or
to
be
adopted
by
the
Securities
Exchange
Commission,
New
York
Stock
Exchange
or
any
other
governmental
agency
or
stock
exchange
having
the
authority
to
establish
rules
affecting
the
payment
of
compensation
under
this
Plan.



Unless
otherwise
prohibited
under
applicable
law,
a
Participant
must
be
employed
by
the
Company
as
a
regular,
full-time
Employee
on
the
Award
payment
date
in
order
to
receive
an
Award,
or
on
such
other
date
as
may
be
determined
by
the
Committee
for
any
Plan
Year.

A
Participant
who
incurs
a
Termination
of
Employment
prior
to
the
end
of
the
Plan
Year
shall
not
be
entitled
to
an
Award
except
to
the
extent
otherwise
required
under
applicable
law.

Notwithstanding
the
foregoing,
in
the
event
of
a
termination
of
employment
on
account
of
death,
Disability,
or
due
to
a
change
in
control
by
the
Company
or
a
reduction
in
force
during
the
Plan
Year,
the
performance
targets
established
by
the
Committee
for
the
Plan
Year
in
which
the
termination
occurs
shall
be
deemed
to
be
satisfied
at
a
level
of
100%
of
each
Participant’s
target
amount,
and
each
Participant
will
be
entitled
to
receive
a
pro-rated
payment
of
the
Award
through
the
date
of
the
termination,
unless
otherwise
provided
by
the
Committee
when
the
Award
is
granted.

Subject
to
the
provisions
of
Section
VII,
authorized
Awards
shall
then
be
payable
in
cash
in
a
single
sum
on
the
date
established
by
the
Committee,
or
as
soon
as
administratively
feasible
thereafter.
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If
a
Participant
was
(a)
on
an
unpaid
approved
leave
of
absence
during
the
Plan
Year;
or
(b)
not
employed
by
the
Company
at
the
beginning
of
the
Plan

Year,
payment
of
any
Award
may
be
pro-rated.



Notwithstanding
any
provision
herein
to
the
contrary,
the
Committee
shall
have
full
power
and
authority
to
decide,
in
its
sole
discretion,
exercised
consistent
with
the
Company’s
best
interest,
that
no
Awards
or
lesser
Award
amounts
shall
be
paid
under
the
Plan
for
a
given
Plan
Year
or
that
no
Award
shall
be
paid
to
any
one
or
more
Participants.

Any
such
decision
by
the
Committee
shall
be
final,
conclusive
and
binding
on
the
Company,
all
Employees,
Participants,
and
Plan
beneficiaries,
and
any
other
persons
having
or
claiming
an
interest
hereunder.


VII. 

























Change in Control.



In
the
event
of
a
Change
in
Control,
the
performance
targets
established
by
the
Committee
for
the
Plan
Year
in
which
the
Change
in
Control
occurs
shall
be
deemed
to
be
satisfied
at
a
level
of
100%
of
each
Participant’s
target
amount,
and
each
Participant
will
be
entitled
to
receive
a
pro-rated
payment
of
the
Award
through
the
date
of
the
Change
in
Control,
unless
otherwise
provided
by
the
Committee
when
the
Award
is
granted.

In
addition,
no
later
than
90
days
after
the
date
of
Change
in
Control,
the
Committee
(as
constituted
prior
to
the
date
of
Change
in
Control)
shall
provide,
in
its
discretion,
for
any
of
the
following
actions
to
apply
to
each
Award
that
is
outstanding
as
of
the
date
of
Change
in
Control:

(i)
the
assumption
of
such
Award
by
the
acquiring
or
surviving
corporation
after
such
Change
in
Control;
or
(ii)
the
payment
of
such
Award
by
the
acquiring
or
surviving
corporation,
at
the
Participant’s
request,
in
cash.

The
Committee
may
specify
how
an
Award
will
be
treated
in
the
event
of
a
Change
in
Control
either
when
the
Award
is
granted
or
at
any
time
thereafter.


VIII. 




















Deferred Awards .



Any
Participant
who
is
eligible
to
participate
in
the
TE
Connectivity
Corporation
Supplemental
Savings
and
Retirement
Plan,
or
any
successor
plan
( the
“DCP”)
and
who
makes
a
deferral
election
in
the
manner
prescribed
by
the
DCP
shall
have
that
portion
of
his/her
Award
deferred
under
the
DCP.

The
committee
shall
also
have
the
authority
to
approve
deferral
of
Awards
under
any
other
deferred
compensation
plan
or
arrangement
sponsored
by
the
company.


IX. 





























Amendment and Termination .



The
Plan
may
be
amended,
suspended,
discontinued
or
terminated
at
any
time
by
the
Board;
provided,
however,
that
no
such
amendment,
suspension,
discontinuance
or
termination
shall
reduce,
or
in
any
manner
adversely
affect
the
rights
of
any
Participant
with
respect
to,
Awards
determined
by
the
Committee
to
be
outstanding
as
of
the
effective
date
of
such
amendment,
suspension,
discontinuance
or
termination
.


X. 


































Designation of Beneficiary .



Any
payments
under
the
Plan
payable
to
a
Participant
following
the
Participant’s
death
shall
be
payable
to
the
beneficiary
designated
on
the
Participant’s
Company-provided
life
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insurance
policy
or,
if
none
or
if
there
are
conflicting
beneficiaries,
to
the
Participant’s
estate
or
as
otherwise
provided
by
will
or
under
the
applicable
lows
of
descent
and
distribution.


XI. 





























No Implied Rights.



The
establishment
and
operation
of
the
Plan,
including
the
eligibility
of
a
Participant
to
participate
in
the
Plan
shall
not
be
construed
as
conferring
any
legal
or
other
right
upon
any
Employee
for
the
continuation
of
employment
through
the
end
of
the
Plan
Year
or
other
period.

The
Company
expressly
reserves
the
right,
which
may
be
exercised
at
any
time
and
in
the
Company’s
sole
discretion,
to
discharge
any
individual
or
treat
him
or
her
without
regard
to
the
effect
that
discharge
might
have
upon
him
or
her
as
a
Participant
in
the
Plan.


XII. 
























Adjustment for Non-Recurring Items .



Notwithstanding
anything
herein
to
the
contrary,
the
Committee
in
applying
Performance
Measures,
may,
in
its
discretion,
exclude
unusual
or
infrequently
occurring
items
and
the
cumulative
effect
of
changes
in
the
law,
regulations
or
accounting
rules,
and
may
determine
to
exclude
other
items,
each
determined
in
accordance
with
U.S.
GAAP
(to
the
extent
applicable).


XIII. 



















Obligations to Company.



If
a
Participant
has
outstanding
any
debt,
obligation,
or
other
liability
representing
an
amount
owing
to
the
Company,
such
Participant’s
future
Awards
under
the
Plan
may
be
offset,
at
the
Committee’s
discretion,
to
the
extent
necessary
to
cover
the
amounts
owing
to
the
Company.

If
a
Participant
receives
an
Award
and
such
Participant
has
engaged
in
acts
that
the
Committee,
in
its
sole
discretion,
determines
to
constitute
Cause,
the
amount
of
such
Award
shall
be
treated
as
a
liability
of
the
Participant
to
the
Company
that
the
Company
may
offset
against
any
amounts
otherwise
payable
to
the
Participant
.



If
the
Committee
reasonably
suspects
the
Participant
has
an
outstanding
debt,
obligation,
or
other
liability
to
the
Company,
any
Award
otherwise
distributable
shall
be
placed
by
the
Company
in
escrow
but
shall
earn
interest
at
market
rate
pending
the
conclusion
of
the
Committee’s
investigation.

Following
the
end
of
such
an
investigation,
the
amount
in
escrow,
reduced
by
the
amount
the
Participant
owes
the
Company,
if
any,
shall
be
distributed
to
the
Participant.

All
determinations
under
this
Article
XIII
shall
be
made
by
the
Committee
in
its
sole
discretion.


XIV. 




















Nonalienation of Benefits



Except
as
expressly
provided
herein,
no
Participant
or
beneficiary
shall
have
the
power
or
right
to
transfer
other
than
by
will
or
the
laws
of
descent
and
distribution,
alienate,
or
otherwise
encumber
the
Participant’s
interest
under
the
Plan.

The
Company’s
obligations
under
this
Plan
are
not
assignable
or
transferable
except
to
(a)
any
corporation
or
partnership
which
acquires
all
or
substantially
all
of
the
Company’s
assets
or
(b)
any
corporation
or
partnership
into
which
the
Company
may
be
merged
or
consolidated.

The
provisions
of
the
Plan
shall
inure
to
the
benefit
of
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each
Participant
and
the
Participant’s
beneficiaries,
heirs,
executors,
administrators
or
successors
in
interest.


XV. 

























Withholding Taxes .



The
Company
may
make
such
provisions
and
take
such
action
as
it
may
deem
necessary
or
appropriate
for
the
withholding
of
any
taxes
which
the
Company
is
required
by
any
law
or
regulation
of
any
governmental
authority,
whether
Federal,
state
or
local,
to
withhold
in
connection
with
any
Award
under
the
Plan,
including,
but
not
limited
to,
the
withholding
of
appropriate
sums
from
any
amount
otherwise
payable
to
the
Participant
(or
his
estate).

Each
Participant,
however,
shall
be
responsible
for
the
payment
of
all
individual
tax
liabilities
relating
to
any
such
Awards.


XVI. 




















Unfunded Status of Plan .



The
Plan
is
intended
to
constitute
an
“unfunded”
plan
of
incentive
compensation
for
Participants.

Awards
payable
hereunder
shall
be
payable
out
of
the
general
assets
of
the
Company,
and
no
segregation
of
any
assets
whatsoever
for
such
Awards
shall
be
made.

Notwithstanding
any
segregation
of
assets
or
transfer
to
a
grantor
trust,
with
respect
to
any
payments
not
yet
made
to
a
Participant,
nothing
contained
herein
shall
give
any
such
Participant
any
rights
to
assets
that
are
greater
than
the
rights
of
an
unsecured
general
creditor
of
the
Company.


XVII. 















Governing Law; Severability .



The
Plan
and
all
determinations
made
and
actions
taken
under
the
Plan
shall
be
governed
by
the
law
of
Pennsylvania
(excluding
the
choice
of
law
provisions
thereof)
and
construed
accordingly.

If
any
provision
of
the
Plan
is
held
unlawful
or
otherwise
invalid
or
unenforceable
in
whole
or
in
part,
unlawfulness,
invalidity
or
unenforceability
shall
not
affect
any
other
parts
of
the
Plan,
which
parts
shall
remain
in
full
force
and
effect.


XVIII. 










Headings .



Headings
are
inserted
in
this
Plan
for
convenience
of
reference
only
and
are
to
be
ignored
in
the
construction
of
the
provisions
of
the
Plan.


XIX. 



















Gender, Singular and Plural.



All
pronouns
and
any
variations
thereof
shall
be
deemed
to
refer
to
the
masculine,
feminine,
or
neuter,
as
the
identity
of
the
person
or
persons
may
require.

As
the
context
may
require,
the
singular
may
read
as
the
plural
and
the
plural
as
the
singular.


XX. 
























Notice .



Any
notice
or
filing
required
or
permitted
to
be
given
to
the
Committee
under
the
Plan
shall
be
sufficient
if
in
writing
and
mailed
to
the
Vice
President,
Total
Rewards
at
TE
Connectivity
Ltd.,
1050
Westlakes
Drive,
Berwyn,
Pa.
19312,
or
to
such
other
entity
as
the
Committee
may
designate
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from
time
to
time.

Such
notice
shall
be
deemed
given
as
to
the
date
of
delivery,
or,
if
delivery
is
made
by
mail,
as
of
the
date
shown
on
the
postmark
on
the
receipt
for
registration
or
certification.


XXI. 



















Overpayments .



In
the
event
that
a
Participant
receives
payment
for
an
Award
under
this
Plan
that
exceeds
the
amount
that
the
Participant
should
have
received
under
this
Plan
(as
determined
by
the
Committee),
the
Participant
shall
be
required
immediately
to
repay
to
the
Company
the
excess
amount,
provided
that
the
Committee
may
instead
offset
such
Participant’s
future
Awards
or
other
forms
of
compensation
including
but
not
limited
to
base
pay,
under
the
Plan
to
the
extent
necessary
to
recoup
the
amount
owed.
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Exhibit 21.1



SUBSIDIARIES OF TE CONNECTIVITY LTD.
(as
of
November
8,
2018)



Argentina TE
Connectivity
Argentina
S.R.L.

Tyco
Networks
(Argentina)
S.R.L.
Tyco
Submarine
Systems
de
Argentina
S.A.


 

Australia Grangehurst
Enterprises
Pty.
Ltd.

TE
Connectivity
Australia
Pty
Ltd

 

Austria Tyco
Electronics
Austria
GmbH

 

Barbados Corcom
West
Indies
Limited

TE
Connectivity
Atlantic
Holding
Ltd.

 

Belgium TE
Connectivity
Belgium
BVBA

 

Bermuda Tyco
Electronics
Eta
Limited

Tyco
Electronics
Holdings
(Bermuda)
No.
7
Limited
Tyco
Electronics
Lambda


 

Brazil Seacon
Produtos
e
Servicos
Opticos
e
Eletricos
Ltda.

TE
Connectivity
Brasil
Indústria
de
Eletrônicos
Ltda.

 

British Virgin Islands Communication
Expert
International
Investments
Limited

Kenabell
Holding
Limited

 

Canada TE
Connectivity
ULC

Tyco
Electronics
Canada
ULC

 

Chile TE
Connectivity
Industrial
Y
Comercial
Chile
Limitada

 

China ADC
Telecommunications
Equipment
(Shanghai)
Co.,
Ltd.
(in
liquidation)

Deutsch
Connectors
Manufacturing
(Shanghai)
Co.,
Ltd.
(in
liquidation)
Deutsch
Connectors
Trading
(Shanghai)
Co.,
Ltd.
Hirschmann
Car
Communication
(Shanghai)
Co.
Ltd.
MEAS
Shenzhen
Limited
Measurement
Specialties
(Chengdu)
Ltd.
Measurement
Specialties
(China)
Ltd.
Measurement
Technology
(Chengdu)
Ltd.
Raychem
(Shanghai)
Trading
Ltd
Raychem
Shanghai
Cable
Accessories
Limited
Shanghai
CII
Electronics
Co.,
Ltd
(50%)
Shenzhen
Century
Man
Communication
Equipment
Co.,
Ltd.
(in
liquidation)
Sibas
Electronics
(Xiamen)
Co.,
Ltd.
TE
Connectivity
(Kunshan)
Company
Limited
TE
Connectivity
(Suzhou)
Co.,
Ltd.
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TE
Connectivity
Connectors
(Suzhou)
Co.,
Ltd.
Tyco
Electronics
AMP
Guangdong
Ltd
Tyco
Electronics
AMP
Qingdao
Ltd.
Tyco
Electronics
AMP
Shanghai
Ltd.
(92.31%)
Tyco
Electronics
(Dongguan)
Ltd
Tyco
Electronics
(Kunshan)
Ltd
Tyco
Electronics
(Qingdao)
Ltd.
Tyco
Electronics
(Shanghai)
Co.,
Ltd
Tyco
Electronics
(Shenzhen)
Co.
Ltd.
Tyco
Electronics
(Suzhou)
Ltd.
Tyco
Electronics
Technology
(SIP)
Ltd.
Tyco
Electronics
(Zhuhai)
Ltd
Wema
Environmental
Technologies
(Shanghai)
Co.,
Ltd.
Wema
Environmental
Technologies
(Shenzhen)
Co.,
Ltd.
(in
liquidation)


 

Colombia TE
Connectivity
Colombia
S.A.S.

 

Costa Rica Creganna
Medical
s.r.l.

TechDevice
Costa
Rica
Limitada

 

Cyprus Acalon
Holdings
Limited

Raychem
Technologies
Limited

 

Czech Republic Tyco
Electronics
Czech
s.r.o.

Tyco
Electronics
EC
Trutnov
s.r.o.

 

Denmark TE
Connectivity
(Denmark)
ApS

 

Dominican Republic Raychem
Dominicana
S.A.

 

Finland Tyco
Electronics
Finland
Oy

 

France Carrier
Kheops
BAC

Compagnie
Deutsch
Distribution
Connecteurs
Electriques
Deutsch
Deutsch
Deutsch
Group
Hirschmann
Car
Communication
S.A.S.
MEAS
Europe
MEAS
France
Tyco
Electronics
France
SAS
Tyco
Electronics
Group
S.A.
(French
Branch)
Tyco
Electronics
Holding
France
Tyco
Electronics
Idento
TYCO
ELECTRONICS-SIMEL


 

Germany Cablotec
GmbH

Comtec
Systeme
GmbH
Hirschmann
Car
Communication
GmbH
TE
Connectivity
EMEA
Holding
GmbH



2





TE
Connectivity
Germany
GmbH
TE
Connectivity
Industrial
GmbH
TE
Connectivity
Sensors
Germany
GmbH
Tyco
Electronics
EC
Verwaltungsgesellschaft
mbH
Tyco
Electronics
Germany
Holdings
GmbH
Tyco
Electronics
Raychem
GmbH


 

Gibraltar Tyco
Electronics
(Gibraltar)
Limited

 

Greece Tyco
Electronics
Hellas
MEPE

 

Guernsey Cregstar
Bidco
Limited

 

Hong Kong ADC
Communications
Hong
Kong
Limited
(in
liquidation)

AMP
Products
Pacific
Limited
Deutsch
Connectors
Hong
Kong
Limited
F.A.I.
Technology
(Hong
Kong)
Limited
MEAS
Asia
Limited
Raychem
China
Limited
Raychem
(HK)
Limited
(in
liquidation)
TE
Connectivity
HK
Limited
TE
Connectivity
(HKZ)
Holding
Limited
Tyco
Electronics
H.K.
Limited
Tyco
Electronics
Hong
Kong
Holdings
No.
2
Limited
Tyco
Electronics
Hong
Kong
Holdings
No.
3
Limited
Wema
System
Hong
Kong
Limited
Wema
System
Production
and
Distribution
HK
Limited


 

Hungary Hirschmann
Car
Communication
Kft.

Tyco
Electronics
Hungary
Termelo
Kft

 

India CII
Guardian
International
Limited
(39.43%)

Deutsch
India
Power
Connectors
(Pvt)
Ltd
RAYCHEM-RPG
Private
Limited
(50%)
TE
Connectivity
India
Private
Limited
TE
Connectivity
Services
India
Private
Limited
Wema
Automotive
System
Private
Limited


 

Indonesia PT
KRONE
Indonesia
(70%)

PT.
Tyco
Electronics
Indonesia

 

Ireland Creganna
Finance
Ireland
Limited

Creganna
Medical
Ireland
Limited
Creganna
Solutions
Unlimited
Company
Creganna
Unlimited
Company
MEAS
Ireland
(Betatherm)
Limited
TE
Connectivity
Holding
International
II
S.à
r.l.
(Ireland
Branch)
TE
Connectivity
Investments
Holding
S.A.
(Ireland
Branch)
TE
Connectivity
Ireland
Limited
Tyco
Electronics
Group
S.A.
(Branch
Office)
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Tyco
Electronics
Ireland
Limited


 

Isle Of Man Creganna
Medical
Technology
Unlimited

Creganna
Solutions
Limited

 

Israel Deutsch
Israel
Ltd.

Raychem
Ltd.

 

Italy TE
Connectivity
Italia
Distribution
S.r.l.

TE
Connectivity
Italia
S.r.l.

 

Japan Nikkiso-Therm
Co.,
Ltd.
(50.06%)

Tyco
Electronics
Japan
G.K.

 

Kenya Tyco
Electronics
UK
Ltd.
(Kenya
Branch)

 

Luxembourg TE
Connectivity
Holding
International
I
S.A.

TE
Connectivity
Holding
International
II
S.a
r.l.
TE
Connectivity
Investments
Holding
S.A.
TE
Connectivity
LATAM
Holding
S.à
r.l.
TE
Connectivity
MOG
Europe
S.a
r.l.
TE
Connectivity
MOG
Holding
S.a
r.l.
TE
Connectivity
(US)
Holding
I
S.à
r.l.
Tyco
Electronics
Finance
S.a
r.l.
Tyco
Electronics
Group
S.A.
Tyco
Electronics
Holding
S.a
r.l.


 

Malaysia TE
Connectivity
Manufacturing
Sdn.
Bhd.

Tyco
Electronics
(Malaysia)
Sdn.
Bhd.

 

Mexico AMP
Amermex,
S.A.
de
C.V.

Cima
de
Acuna
S.A.
de
C.V.
Corcom,
S.A.
de
C.V.
Deutsch
Servicios
S.
de
R.L.
De
C.V.
Hirschmann
Car
Communication,
S.
de
R.L.
de
C.V.
Kemex
Holding
Company,
S.A.
de
C.V.
Potter
&
Brumfield
de
Mexico,
S.A.
de
C.V.
Raychem
Juarez,
S.A.
de
C.V.
Seacon
Global
Production,
S.
de
R.L.
de
C.V.
Tyco
Electronics
Mexico,
S.
de
R.L.
de
C.V.
Tyco
Electronics
Tecnologias
S.
de
R.L.
de
C.V.
Tyco
Submarine
Systems,
S.A.
de
C.V.


 

Morocco TE
Connectivity
Morocco
SARL

 

Netherlands AMP
Taiwan
B.V.

AMP
Trading
B.V.
TE
Connectivity
Nederland
B.V.
TE
Connectivity
Netherlands
Cooperatief
U.A.
TE
Connectivity
Netherlands
(Turkey)
B.V.
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Tyco
Electronics
Netherlands
(India)
Cooperatief
U.A.
Tyco
Electronics
Wireless
Systems
B.V.
Tyco
Networks
(Netherlands)
B.V.


 

New Zealand Tyco
Electronics
NZ
Limited

 

Nigeria TE
Connectivity
Technology
Solutions
Limited

 

Norway Precision
Subsea
AS

Tyco
Electronics
Norge
AS
Wema
System
AS


 

Paraguay TE
Connectivity
Paraguay
S.R.L.

 

Peru TE
Connectivity
Peru
S.A.C.

TyCom
Networks
(Peru)
S.A.

 

Philippines Tyco
Electronics
Philippines,
Inc.

 

Poland TE
Connectivity
Industrial
Poland
sp.
z
o.o.

TE
Connectivity
Poland
Services
sp.
z
o.o.
TYCO
Electronics
Polska
Sp.z.o.o.


 

Portugal Tyco
Electronics
Componentes
Electromecanicos
Lda.

 

Romania TE
Connectivity
Sensor
Solutions
S.R.L.

 

Russia Tyco
Electronics
RUS
OOO

 

Saudi Arabia Raychem
Saudi
Arabia
Limited
(49%)

Tyco
Electronics
Saudi
Arabia
Limited

 

Singapore ADC
Communications
(SEA)
Pte.
Ltd.

Creganna
Medical
Pte.
Limited
Tyco
Electronics
AMP
Manufacturing
(S)
Pte
Ltd
Tyco
Electronics
Singapore
Pte
Ltd


 

South Africa TE
Connectivity
South
Africa
Proprietary
Limited

 

South Korea Advanced
Tube
Technologies,
Ltd.

Tyco
Electronics
AMP
Korea
Co.,
Ltd.
Tyco
Electronics
Raychem
Korea
Limited


 

Spain TE
Connectivity
Spain
S.L.U.

Tyco
Iberia,
S.L.
Tyco
Networks
Iberica,
S.L.


 

Sweden TE
Connectivity
Svenska
AB
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Switzerland Jaquet
Technology
Group
AG

MEAS
Switzerland
S.a
r.l.
TE
Connectivity
(Schweiz)
Management
AG
TE
Connectivity
Atlantic
Switzerland
GmbH
TE
Connectivity
Holding
GmbH
TE
Connectivity
Holding
International
II
S.a
r.l.,
Luxembourg
(LU),
Schaffhausen
branch
TE
Connectivity
Holding
International
II
S.a
r.l.,
Luxembourg
(LU),
Schaffhausen
E-Finance
branch
TE
Connectivity
Investments
Holding
S.A.,
Luxembourg
(LU),
Schaffhausen
branch
TE
Connectivity
MOG
Sales
GmbH
TE
Connectivity
Services
GmbH
TE
Connectivity
Solutions
GmbH
Tyco
Electronics
(Schweiz)
Holding
II
GmbH
Tyco
Electronics
Finance
Alpha
GmbH
Tyco
Electronics
Services
GmbH
Tyco
International
Services
GmbH
(49.9375%)
Wema
System
AG


 

Taiwan Raychem
Pacific
Corporation
(50%)

Taliq
Taiwan
Limited
Tyco
Electronics
Holdings
(Bermuda)
No.
7
Limited,
Taiwan
Branch


 

Thailand TE
Connectivity
Distribution
(Thailand)
Limited

TE
Connectivity
Manufacturing
(Thailand)
Company
Limited
Wema
Environmental
Technologies
Ltd.


 

Tunisia TE
Connectivity
Tunisia
Sarl

 

Turkey Tyco
Elektronik
AMP
Ticaret
Limited
Sirketi

 

Ukraine Tyco
Electronics
Ukraine
Limited

 

United Arab Emirates Tyco
Electronics
Middle
East
FZE

 

United Kingdom ADC
Communications
(UK)
Ltd.

Advanced
Fiber
Products
Limited
Critchley
Group
Limited
Deutsch
GB
Limited
Deutsch
Subco
Limited
Deutsch
UK
Polamco
Limited
Seacon
(Europe)
Limited
Servo
Interconnect
Limited
TE
Connectivity
Limited
Tyco
Electronics
Corby
Limited
Tyco
Electronics
Motors
Ltd
Tyco
Electronics
Precision
Engineering
Ltd.
Tyco
Electronics
UK
Holdings
Ltd
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Tyco
Electronics
UK
Ltd.


 

United States 999
Arques
Corp.
(37.5%)

AdvancedCath
Technologies,
LLC
American
Sensor
Technologies,
Inc.
Brantner
and
Associates,
Inc.
Brantner
Holding
LLC
Codenoll
Technology
Corporation
(73.99%)
Cotsworks
LLC
(40%)
Creganna
Medical
Devices,
Inc.
Hirschmann
Car
Communication,
Inc.
Howard
A.
Schaevitz
Technologies,
Inc.
LADD
Distribution
LLC
LSA,
LLC
MEAS
US
Holding,
Inc.
Measurement
Specialties
Foreign
Holdings
LLC
Measurement
Specialties,
Inc.
MicroGroup,
Inc.
Precision
Interconnect
LLC
Precision
Wire
Components,
LLC
Raychem
International
LLC
Raychem
International
Manufacturing
LLC
TacPro,
LLC
TechDevice
LLC
TE
Connectivity
Corporation
TE
Connectivity
Inc.
TE
Connectivity
MOG
Inc.
TE
Connectivity
Phoenix
Optix
Inc.
TE
Connectivity
US
Group
Holding
II
Inc.
TE
Connectivity
US
Group
Holding
Inc.
TE
Connectivity
(US)
Holding
LLC
The
Whitaker
LLC
Tyco
Electronics
Holding
Corp.
Tyco
Electronics
Latin
America
Holding
LLC
Tyco
Electronics
RIMC
Holding
LLC
Wema
Americas
LLC


 

Uruguay Tyco
Electronics
Uruguay
S.A.

 

Venezuela AMP
de
Venezuela,
C.A.

Tyco
Electronics
de
Venezuela,
C.A.

 

Vietnam TE
Connectivity
Vietnam
Holding
Company
Limited
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Exhibit
23.1


CONSENT
OF
INDEPENDENT
REGISTERED
PUBLIC
ACCOUNTING
FIRM










We
consent
to
the
incorporation
by
reference
in
the
Registration
Statements
on
Form
S-3
(File
No.
333-212771)
and
Form
S-8
(File
Nos.
333-216677,
333-
180085,
333-144355,
333-144369,
333-167445,
and
333-171127)
of
our
reports
dated
November
13,
2018,
relating
to
the
financial
statements
and
financial
statement
schedule
of
TE
Connectivity
Ltd.
and
subsidiaries
and
the
effectiveness
of
TE
Connectivity
Ltd.
and
subsidiaries'
internal
control
over
financial
reporting,
appearing
in
this
Annual
Report
on
Form
10-K
of
TE
Connectivity
Ltd.
for
the
fiscal
year
ended
September
28,
2018.

/s/
Deloitte
&
Touche
LLP

Philadelphia,
Pennsylvania

November
13,
2018
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Exhibit 24.1



POWER OF ATTORNEY


KNOW ALL PERSONS BY THESE PRESENTS:



That
each
person
whose
signature
appears
below,
as
a
Director
of
TE
Connectivity
Ltd.
(the
“Company”),
a
Swiss
corporation
with
its
general
offices
at
Rheinstrasse
20,
CH-8200
Schaffhausen,
Switzerland,
does
hereby
make,
constitute
and
appoint
Terrence
R.
Curtin,
Chief
Executive
Officer,
Heath
A.
Mitts,
Executive
Vice
President
and
Chief
Financial
Officer,
John
S.
Jenkins,
Jr.,
Executive
Vice
President
and
General
Counsel,
or
any
one
of
them
acting
alone,
his
or
her
true
and
lawful
attorneys,
with
full
power
of
substitution
and
resubstitution,
in
his
or
her
name,
place
and
stead,
in
any
and
all
capacities,
to
execute
and
sign
the
Company’s
Annual
Report
on
Form
10-K
for
the
fiscal
year
ended
September
28,
2018,
and
any
and
all
amendments
thereto,
and
documents
in
connection
therewith,
to
be
filed
with
the
Securities
and
Exchange
Commission
under
the
Securities
Exchange
Act
of
1934,
as
amended,
giving
and
granting
unto
said
attorneys
full
power
and
authority
to
do
and
perform
such
actions
as
fully
as
they
might
have
done
or
could
do
if
personally
present
and
executing
any
of
said
documents.



Dated
and
effective
as
of
the
12
 
of
November
2018.



/s/
Thomas
J.
Lynch



/s/
Daniel
J.
Phelan
Thomas
J.
Lynch,
Director




Daniel
J.
Phelan,
Director

 
 

/s/
Pierre
R.
Brondeau




/s/
Paula
A.
Sneed
Pierre
R.
Brondeau,
Director




Paula
A.
Sneed,
Director

 
 

/s/
Terrence
R.
Curtin




/s/
Abhijit
Y.
Talwalkar
Terrence
R.
Curtin,
Director




Abhijit
Y.
Talwalkar,
Director

 
 

/s/
Carol
A.
Davidson




/s/
Mark
C.
Trudeau
Carol
A.
Davidson,
Director




Mark
C.
Trudeau,
Director

 
 

/s/
William
A.
Jeffrey




/s/
John
C.
Van
Scoter
William
A.
Jeffrey,
Director




John
C.
Van
Scoter,
Director

 
 

/s/
Yong
Nam




/s/
Laura
H.
Wright
Yong
Nam,
Director




Laura
H.
Wright,
Director
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Exhibit
31.1


CERTIFICATION
OF
CHIEF
EXECUTIVE
OFFICER


I,
Terrence
R.
Curtin,
certify
that:

1. I
have
reviewed
this
Annual
Report
on
Form
10-K
of
TE
Connectivity
Ltd.;


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


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


4. The
registrant's
other
certifying
officer
and
I
are
responsible
for
establishing
and
maintaining
disclosure
controls
and
procedures
(as
defined
in
Exchange
Act
Rules
13a-15(e)
and
15d-15(e))
and
internal
control
over
financial
reporting
(as
defined
in
Exchange
Act
Rules
13a-15(f)
and
15d-15(f))
for
the
registrant
and
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
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
report
our
conclusions
about
the
effectiveness
of
the
disclosure
controls
and
procedures,
as
of
the
end
of
the
period
covered
by
this
report
based
on
such
evaluation;
and


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


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


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


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

Date:
November
13,
2018



 
/s/
TERRENCE
R.
CURTIN


Terrence
R.
Curtin

Chief
Executive
Officer
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Exhibit
31.2


CERTIFICATION
OF
CHIEF
FINANCIAL
OFFICER


I,
Heath
A.
Mitts,
certify
that:

1. I
have
reviewed
this
Annual
Report
on
Form
10-K
of
TE
Connectivity
Ltd.;


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


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


4. The
registrant's
other
certifying
officer
and
I
are
responsible
for
establishing
and
maintaining
disclosure
controls
and
procedures
(as
defined
in
Exchange
Act
Rules
13a-15(e)
and
15d-15(e))
and
internal
control
over
financial
reporting
(as
defined
in
Exchange
Act
Rules
13a-15(f)
and
15d-15(f))
for
the
registrant
and
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
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
report
our
conclusions
about
the
effectiveness
of
the
disclosure
controls
and
procedures,
as
of
the
end
of
the
period
covered
by
this
report
based
on
such
evaluation;
and


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


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


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


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

Date:
November
13,
2018



 
/s/
HEATH
A.
MITTS


Heath
A.
Mitts

Executive
Vice
President
and
Chief
Financial
Officer
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Exhibit
32.1


TE
CONNECTIVITY
LTD.

CERTIFICATION
PURSUANT
TO


SECTION
906
OF
THE
SARBANES-OXLEY
ACT
OF
2002










The
undersigned
officers
of
TE
Connectivity
Ltd.
(the
"Company")
hereby
certify
to
their
knowledge
that
the
Company's
Annual
Report
on
Form
10-K
for
the
fiscal
year
ended
September
28,
2018
(the
"Report"),
as
filed
with
the
Securities
and
Exchange
Commission
on
the
date
hereof,
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.

/s/
TERRENCE
R.
CURTIN


Terrence
R.
Curtin

Chief
Executive
Officer

November
13,
2018


 


/s/
HEATH
A.
MITTS


Heath
A.
Mitts

Executive
Vice
President
and
Chief
Financial
Officer

November
13,
2018
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