Many of the key patents and unpatented technology we use in our business are licensed to us, not owned by
us, and our ability to use and enforce such patents and technology is restricted by the terms of the license.

Protecting our intellectual property rights is critical to our ability to compete and succeed as a company. In
connection with the Acquisition Transaction, under the patent and technology license agreement (the “Patent and
Technology License Agreement”), which was assumed by GM, we were granted an irrevocable, perpetual, royalty-free,
worldwide license under a large number of U.S. and foreign patents and patent applications, as well as certain unpatented
technology and know-how, to design, develop, manufacture, use and sell fully-automatic transmissions and H 40/50 EP
hybrid-propulsion transit bus systems for use in certain vocational vehicles, defense vehicles and off-road products. With
respect to the bulk of the intellectual property licensed to us under such license agreement, our license is exclusive with
respect to the design, development, manufacture, use and sale of fully-automatic transmissions and H 40/50 EP hybrid-
propulsion transit bus systems in vocational vehicles above certain weight rating thresholds, certain defense vehicles and
certain off-road products. It is non-exclusive with respect to certain other products that are within the scope of the licensed
patents or to which the licensed technology can be applied. We consider the patents and technology licensed under such
license agreement, as a whole, to be critical to preserving our competitive position in the market. However, GM continues
to own such patents and technology, and pursuant to the terms of such license agreement, GM has the right, in the first
instance, to control the maintenance, enforcement and defense of such patents and the prosecution of the licensed patent
applications. In addition, the license agreement limits our ability to sublicense our rights. The Patent and Technology
License Agreement permits us to utilize the bulk of the intellectual property rights on an exclusive basis in non-defense
vehicles with gross vehicle weights above 5900 kilograms (typically Class 4 and higher) with some limited exceptions for
GM light-duty pickup truck and van platforms. It also permits us to utilize the bulk of the intellectual property rights on an
exclusive basis in defense vehicles that exceed 4250 kilograms (generally Class 3 to Class 4 and higher). GM continues
to have the right under such patents and technology to utilize the licensed intellectual property for use in vehicles below
the above mentioned rating thresholds, as well as in some light-duty van and pickup truck platforms.

We rely on unpatented technology, which exposes us to certain risks.

We currently do, and may continue in the future to, rely on unpatented proprietary technology. In such regard, we
cannot be assured that any of our applications for protection of our intellectual property rights will be approved or that
others will not infringe or challenge our intellectual property rights. It is possible our competitors will independently develop
the same or similar technology or otherwise obtain access to our unpatented technology.

Although we believe the loss or expiration of any single patent would not have a material effect on our business,
results of operations or financial position, there can be no assurance that any one, or more, of the patents licensed from
GM, or any other intellectual property owned by or licensed to us, will not be challenged, invalidated or circumvented by
third parties. In fact, a number of the patents licensed to us by GM have expired since the date of the Acquisition
Transaction, and others are set to expire in the next few years. When a patent expires, the inventions it discloses can be
used freely by others. Thus, the competitive advantage that we gain from the patents licensed to us from GM pursuant to
the Acquisition Transaction will decrease over time, and a greater burden will be placed on our own research and
development and licensing efforts to develop and otherwise acquire technologies to keep pace with improvements of
transmission-related technology in the marketplace. We enter into confidentiality and invention assignment agreements
with employees, and into non-disclosure agreements with suppliers and appropriate customers so as to limit access to
and disclosure of our proprietary information. We cannot be assured that these measures will provide meaningful
protection for our trade secrets, know-how or other proprietary information in the event of any unauthorized use,
misappropriation or disclosure. If we are unable to maintain the proprietary nature of our technologies, our ability to
sustain margins on some or all of our products may be affected, which could reduce our sales and profitability. Moreover,
the protection provided for our intellectual property by the laws and courts of foreign nations may not be as advantageous
to us as the protection available under U.S. law.
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