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Valeo is an automotive supplier, partner to all automakers
worldwide. As a technology company, Valeo proposes
innovative products and systems that contribute
to the reduction of CO2 emissions and to the development
of intuitive driving.

In 2015, the Group generated sales of 14.5 billion euros
and invested over 10% of its original equipment sales
in Research and Development.
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Interview
Jacques Aschenbroich
Chief Executive Officer
Chairman and Chief Executive Officer since February 18, 2016

What were the highlights for Valeo in 2015?
J. A. First of all, I would like to thank the Valeo teams for
their commitment and professionalism. Our excellent
results in 2015 are due to the hard work carried out over
the past few years to strengthen the diversification of our
customer portfolio, our products’ technological positioning
and the geographic alignment of our businesses.

Original equipment sales accelerated throughout 2015 and
outperformed the market in all world regions, despite
market volatility in some of our geographies, once again
demonstrating the solidity of our growth model. This
growth resulted in a 22% increase in our operating margin(1)
to 7.7% of sales, as well as a 30% increase in net income(2)
and a 73% increase in free cash flow.

(1) Including share in net earnings of equity-accounted companies, see Financial Glossary, page 406.
(2) Attributable to the Group.
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“

Once again, our excellent results in 2015 demonstrate
the solidity of our growth model. [...] Our order intake

of 20.1 billion euros in 2015 confirms that we are on track
to achieve our medium-term objectives, presented

Thanks to our continued innovation push and the trust of
our customers, we once again demonstrated our capacity to
grow faster than the market, outperforming global automotive production by 6 percentage points.
Our order intake increased by 15% to a record high of
20.1 billion euros, reflecting the commercial success of
our technologies for CO2 emissions reduction and intuitive
driving.
Based on these results, at the next Shareholders’ Meeting,
shareholders will be asked to vote on the payment of a
dividend of 3 euros per share, an increase of 36% compared
with the dividend paid in respect of 2014.
Lastly, 2015 was marked by the announcement of two
strategic acquisitions by the Group. peiker will allow us
to develop our technological expertise in connected
cars, while the acquisition of Spheros will see us extend
our thermal management activities to the dynamic and
profitable bus market.

”

at our Investor Day in London in March 2015.

What are your expectations for 2016
and what is your medium-term outlook
for the Group?
J. A. Based on the assumption that global automotive
production grows by 2.5%, we expect another year of
strong sales growth, with market-beating performances in
the main production regions, including in China. In 2016,
this growth should once again allow us to slightly improve
our operating margin(1), despite an expected increase in net
Research and Development expenditure which is required
for the Group’s future growth.
Our order intake of 20.1 billion euros in 2015 confirms that
we are on track to achieve our medium-term objectives,
presented at our Investor Day in London in March 2015.

March 24, 2016

(1) Including share in net earnings of equity-accounted companies, see Financial Glossary, page 406.
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The Valeo Integrated Report
Valeo has voluntarily adopted integrated reporting to present its business model. From the vantage point of Group strategy,
the report provides an overview of the mechanisms through which its financial and non-financial performance, governance
and outlook within its eco-system contribute to short-, medium- and long-term value creation. It addresses all of the Group’s
different stakeholders, namely employees, the financial community, customers, suppliers, institutional and non-governmental
organizations (NGOs), and other local players.
The Integrated Report is included in the Registration Document and is also available on the Valeo website.

Page numbers in this document refer to the 2015 Registration Document.
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1.1.1 Key figures in 2015
Order intake(1)

Sales
Total sales and sales by Business Group

In billions of euros

In millions of euros and as a % of sales

20.1
17.5

14,544

14.8

12,725

11,662
19%

26%

27%

28%

29%

2013

2015

2014

28%

25%

2013

Order intake(1) is driven by:
 innovative products and systems(2)
(37% of order intake); and
 accelerated expansion in high-growth potential countries
(especially in Asia and emerging countries).

18%

Comfort & Driving
Assistance Systems

26%

Powertrain
Systems

28%

Thermal
Systems

28%

Visibility
Systems

18%

2015

2014

Geographic positioning

Sales by distribution network

Original equipment sales growth
by geographic area
Performance compared to automotive production
As a % of original equipment sales
Like for like (constant Group structure and exchange rates)

As a % of sales

Outperf.
+2 pts

North America
OE sales** +5%

Outperf.
+7 pts

Outperf.
+6 pts

22% of OE sales

Europe*
OE sales** +11%
49% of OE sales

14,544

Aftermarket
and other

million
euros

Asia* (excl. China)
OE sales ** +6%

Original equipment

Outperf.
+4 pts

China
OE sales** +8%
Outperf.
+6 pts

2% of OE sales

* Europe incl. Africa; Asia incl. the Middle East and Oceania
** Valeo OE sales by destination

World
OE sales** +8%

Net Research and Development expenditure

Operating margin

In millions of euros and as a % of sales

Including share in net earnings
of equity-accounted companies(1)
In millions of euros and as a % of sales

797
685

614

87%

13% of OE sales

14% of OE sales

Outperf.
+1 pt

South America
OE sales** -18%

13%

1,116
913

5.4%

5.3%

5.5%

792
7.7%
6.8%

2013

2014

2015

In 2015, gross Research and Development expenditure exceeded
1.3 billion euros, or more than 10% of original equipment sales.
(1) See Financial Glossary, page 406.
(2) Products and technologies in series production for less than three years.
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Net attributable income

Basic earnings per share and dividend per share

In millions of euros and as a % of sales

In euros

9.33

729
562

7.23
5.71

439
5.0%
4.4%

3.8%

2013

2015

2014

1.70

2.20

2013

2014

3.00

2015

Basic earnings per share
Dividend per share

A 2015 dividend of 3 euros, up 36% compared with 2014,
will be proposed at the Shareholders’ Meeting called to approve
the financial statements for the year ended December 31, 2015.
It represents a payout ratio of 32%.

Cash flow and financial structure
Total EBITDA(1) and EBITDA by Business Group

Free cash flow(1)

In millions of euros and as a % of sales

In millions of euros

1,847
1,526
12.0%

1,327
11.4%

565

12.7%

14.5%

Comfort & Driving
Assistance Systems

12.8%

Powertrain
Systems

10.7%

Thermal
Systems

12.4%

Visibility
Systems

14.5%

13.3%
12.3%

10.5%

11.1%

11.8%

10.6%

9.9%

2013

2015

2014

Investment flows

In millions of euros and as a % of sales
Investments in property, plant and equipment and intangible assets(3)

341

327

2013

2014

Net debt(2)

In millions of euros and as a % of consolidated stockholders’ equity,
excluding non-controlling interests

1,109
936

872

7.5%

2015

377
290

7.4%

7.6%

14%
12%

124
4%

2013

2014

2015

2013

2014

2015

(1) See Financial Glossary, page 406.

(2) Application of the new definition of net debt, see Financial Glossary, page 406.
(3) Investments in intangible assets mainly comprise capitalized development costs.
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Other profitability indicators
ROCE

ROA (Return on Assets)(1)(2)

(Return on Capital Employed)(1)(2)
32%

33%

30%

2013

20%

2013

2015

2014

Non-financial indicators
Corporate governance
The Board of Directors met on nine occasions in 2015,

i.e., three times as many meetings as the minimum
stipulated in the internal procedures, with a 93% average
effective attendance rate.

83% of the Board’s 12 directors are independent.

33% of members of the Board of Directors are women. If

the Shareholders’ Meeting approves the appointment of two
new female directors, this percentage will increase to 43%.

Energy and water consumption
219

211
158

156

2013

2014

31%

30%

Asia

198

82,800
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employees

15%

18%

North America

Central and
Eastern Europe

3%

3%

South America

Africa

94%

88%

95%

90%

98% 94%

143

2015

(2) Application of the new definition of net debt, see Financial Glossary, page 406.
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Western
Europe

Percentage of plants certified
ISO 14001 and OHSAS 18001

Total energy consumption/Sales (MWh/€m)
Total water consumption/Sales (cu.m/€m)

(1) See Financial Glossary, page 406.

2015

2014

Breakdown of total headcount
by geographic area

The directors held their annual strategy seminar at two

industrial sites in France.

20%

19%

2013
ISO 14001
OHSAS 18001

2014

2015
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Valeo model

1.1.2 Valeo model
Valeo is an automotive supplier, partner to all automakers worldwide. As a leader of its sector in a growing global auto market,
Valeo’s strategy focuses on two key areas (i) innovative technologies related to CO₂ emissions reduction and intuitive driving, and
(ii) expansion in high-growth potential countries (especially in Asia and emerging countries).

Value creation
Our strengths

Creation of sustainable
value 2015
CUSTOMERS

Customers
• Balanced customer portfolio and
geographic alignment
• Global aftermarket presence
• Partner to all automakers

Automakers

PROFITABLE ORGANIC GR
CED,
OW
N
A
TH
L
GOVERNANCE
BA

Employees
• 82,800 people
in 30 countries(1)
• 1,484,824 training hours

VA

TIO
NS

PRODUCTION
SYSTEM

5 AXES
FOR CUSTOMER
SATISFACTION

SUPPLIER
INTEGRATION

SH

INVOLVEMENT OF
PERSONNEL

NO

Supplier
base

GE
NE
Sust
RA
ainable development
TIO
N

PRODUCT
DEVELOPMENT

IN

• 134 plants(1) in 29 countries
• Standardized industrial and logistics
methodology and tools

Employees

Geographic expansion
in high-growth potential
regions (especially in
Asia and emerging
countries)

TOTAL

S&
NT
TM E

Global production
system

operational
excellence

QUALITY

INVES

• Customer return rate
of 4.2 parts per million
products delivered
• Total Quality mindset

Innovative technologies
for CO2 emissions reduction
and intuitive driving

Ethics
and compliance

Quality performance

SUSTAINABLE DEVELOPMENT
STAKEHOLDERS

GROWTH STRATEGY
BASED ON

Product
development
• 11,620 engineers(1)
• 1.3 billion gross R&D expenditure(2)
• Eco-design

• Order intake up 15% to
20.1 billion euros(2)
• 2,500 customer projects managed

Ris
nt
k an
e me
d oppo
rtunity manag

CA

• 95% of Valeo’s direct purchases are
handled by 1,186 suppliers(1)
• Supplier integration process
• Valeo Business Partners Code
of Conduct(3)

Environment

• Adapted to a rapidly expanding
business
• CAPEX(4) representing
5.2% of sales(2)

Solid financial
position

Innovation
• Innovative products(5) account
for 37% of all order intake
• 1,406 patents filed
• Top 100 Global Innovator (Reuters)

Commitment to
corporate citizenship
• Plants' initiatives

Environmental
eco-efficiency
• 46% reduction in direct energy
consumption/Sales (MWh/€m)
over 7 years(6)
• 28% reduction in water
consumption/Sales (cu.m/€m)
over 7 years(6)

FINANCIAL COMMUNITY

Financial performance

• 98% of sites certified ISO 14001(1)

Investment
policy

• Well-Being at Work program
• Top employer in 22 countries

Market trends
•
•
•
•

A growing automotive market
Regulatory requirements relating to CO2 emissions
Intuitive driving and autonomous vehicles
Organization of automotive production by platform

• Operating margin up 7.7%(2)
• Net debt at 0.1 times EBITDA(1)
• Free cash flow/EBITDA ratio
of 31%(2)

Shareholders
• ROCE OF 33%(1)
• Dividend payout ratio of 32%(7)
• 5-year total shareholder return
(TSR) of 284%(8)

• Rated “Investment Grade” by
Moody's and Standard & Poor's
• Gearing at 4%(1)

(1) At December 31, 2015.
(2) In 2015.
(3) Raising supplier awareness of compliance and ethics issues.
(4) Property, plant and equipment and intangible assets excluding capitalized development expenditure.
(5) Products and technologies in series production for less than three years.
(6) 2008-2015.
(7) At the 2016 Annual Shareholders’ Meeting, Valeo will recommend paying a dividend of 3 euros per share,
up 36% on 2014, representing a payout ratio of 32%.
(8) 2011-2015.
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Breakdown of value
The following flow chart breaks down the value generated by the Group for its stakeholders in 2015.

Investment
in the Group's
future growth

Employees(1)
77%

Sales

Suppliers
and other
costs

Value
generated
by Valeo

States
3%

100%
Debtholders
2%

Attributable
net income

18%

68%

32%(2)

Shareholders

(1) Including personnel expenses and employee benefits.
(2) Payout ratio to be proposed at the Shareholders’ Meeting called to approve the financial statements for the year ended December 31, 2015.

1.1.3 Market trends
The automotive market is growing. Automotive production
rose 2% year on year, buoyed by the upturn in the European
market (up 5%) and continued expansion in North America
(up 3%) and Asia (up 1%), supported by strong momentum
in China (up 4%).
Major technological and regional developments are taking
place within the global automotive industry, confirming the
validity of Valeo’s strategic focuses.

CO2 emissions reduction
and intuitive driving
Technological progress in CO2 emissions reduction is one of
the main drivers of growth on the automotive market, and
meets the needs expressed by consumers.

10
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Politically and socially speaking, the issues differ significantly
depending on the region (awareness of global warming, the
need to reduce fuel consumption, and the move towards
energy independence), yet the impact on public policies
remains the same, namely that the transportation industry,
which represents a quarter of all global CO₂ emissions, must
find solutions to reduce consumption of oil-based products.
As a result, ever more stringent and converging regulations
have been implemented all over the globe, including in Japan
and Europe, the United States, China and India. Technological
innovations are required in all sectors of the automobile
industry in order to meet the necessary standards.

Valeo INTEGRATED REPORT
Market trends

Market context – Regulatory impact analysis
Current CO₂ levels by region and targets

270

Grams CO2 per kilometer normalized
to European driving cycle

250

United States

230
210
China
190
170
150

Europe
India
Japan

130
China 2020: 117
India 2021: 113
Japan 2020: 105
US 2025: 103
EU 2021: 95

110
90
2000

2005

2010

Above the fact that cutting CO2 emissions is a regulatory
constraint, reducing fuel consumption is a decisive factor
for consumers, who are also looking for greater reliability,
technology that offers improved visibility and a wide selection
of standard features. Each year, Valeo conducts consumer
surveys in order to develop an in-depth understanding of
its key markets, including Europe, North America and Asia
(China in particular). These analyses enable Valeo to remain
one step ahead of demand in these markets and adapt to
local preferences.
In 2015, for example, Valeo conducted a consumer survey
in partnership with a European automaker with the aim of
gaining a greater understanding of country-specific preferences
in terms of automotive equipment. As part of the survey,
a representative sample of 1,560 consumers in France
and 1,770 consumers in Germany were asked about their
expectations concerning automotive innovation.
The findings showed that German consumers are more
attracted to technology than their French counterparts.
German consumers were also found to be more attached
to their vehicles than French drivers and reported to spend
around 30% more on optional features. In both countries,
respondents placed the greatest importance on features
designed to improve fuel consumption, visibility, safety and
comfort. Of the two nationalities, Germans were prepared

2015

2020

2025

to spend considerably more on features offering improved
visibility and assisted parking. They also showed a particular
interest in optional features that improve comfort in winter. On
the other hand, French respondents were found to appreciate
optional features that improve cabin air quality. Buyers of
premium‑brand vehicles in both France and Germany placed
a priority on performance, style, brand image, technology and
connected services.

Geographical expansion in high-growth
potential countries, especially in Asia
and emerging countries.
The second underlying market trend is the shift in global
automotive production from the western world to Asia, which
has represented over 50%(1) of vehicle production since 2012.
With 23 million vehicles(1) produced in 2015, representing 27%
of global automotive production, China is the world’s biggest
producer of automobiles.
South-East Asia and India confirmed their strong medium-term
growth potential and, in light of the economic growth outlook
and low levels of car ownership in these regions, this trend
is set to continue over the coming years.

(1) Source: LMC.

2015 Integrated Report – Valeo
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Regional breakdown of automotive production in 2015
World automotive production, in millions of vehicles(1)

1
6

14

18

1

23
1

5

4

9

4

3

China: worldwide leader
in automotive production

<50% of global production

>50% of global production

Total quality, innovation and presence across all continents
Above and beyond these shifts in the market, the fundamentals
of the automotive industry remain focused on quality, service,
innovation, and the organization of the automotive industry
into global platforms. With this in mind, automotive suppliers
are developing the necessary means to:
provide total quality for products and services in order to


support automakers in the development of new technologies
and applications;

strengthen Research and Development resources across all

continents in order to help automakers develop technical
solutions that meet the specific needs of local consumers;

(1) Source: LMC.
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drive new ideas in the area of Research and Development.


Automotive suppliers have been responsible for the
development of new technologies for many years now,
and according to the European Association of Automotive
Suppliers (CLEPA), they deliver 75% of a vehicle’s value‑added.
Many marketing drives for vehicles focus on technologies
developed by automotive suppliers, such as Stop-Start
systems, smart lighting and automatic parking;

build a worldwide industrial footprint that enables the same


products to be delivered to identical standards of quality
and reliability across the world.

Valeo INTEGRATED REPORT
A growth strategy focused on innovative technologies
and geographical expansion in high-growth potential regions

1.1.4	A growth strategy focused on innovative technologies
and geographical expansion in high-growth potential regions
Two strategic focuses

Valeo offers solutions that help optimize vehicle thermal


Development efforts focused on CO₂ emissions reduction
and intuitive driving; and

management systems by increasing the efficiency of internal
combustion engines while reducing the energy needed to
ensure passenger comfort as well as diminishing harmful
engine emissions. The air intake module makes it possible,
for example, to produce turbocharged engines that are more
compact and less polluting;

strengthening its presence in high-growth potential


Valeo produces 100% LED headlamps, which are five times


In response to these changes within the automotive market,
Valeo has built its growth strategy on the following drivers:
its market leading position and sustained Research and


countries, especially in Asia and emerging countries.

CO2 emissions reduction and intuitive driving

more efficient than halogen bulbs (based on the relationship
between illumination quality and energy consumption) and
also provide automakers with design flexibility.

The purpose of most technological developments is to:

And in the area of developing intuitive driving:

reduce fuel consumption by increasing the efficiency of


Valeo’s driving assistance systems offer drivers a range of


internal combustion engines, electrifying powertrains,
making a vehicle’s different functions more energy efficient
and reducing component weight;

develop intuitive driving (particularly in autonomous

vehicles).

Accordingly, in the area of CO2 emissions reduction:
Valeo was the first supplier to offer its customers the


Stop‑Start system, which automatically shuts the engine
off when the vehicle is at a standstill (e.g., at a red traffic
light) saving as much as 15% in fuel consumption in dense
urban traffic, and whose use is becoming more widespread
worldwide. Valeo is also working on mild-hybrid technology
(48 V), for which orders have already been placed by Asian
and European automakers;

Valeo has developed an electric supercharger that helps

significantly improve vehicle performance (27% improvement
in acceleration when restarting) without increasing fuel
consumption. The first orders have been placed for this
supercharger, which will begin production in 2016;

smart technologies that make it possible to improve vehicle
safety and comfort. These include detection of obstacles
and other vehicles, fully automated parking, systems that
provide an aerial view around the vehicle, a camera system
that replaces conventional rearview mirrors and smart,
anti-glare glasses.

The ever increasing complexity of vehicles has also


spurred a need to provide end users with more intuitive
human‑machine interfaces and enhance interaction between
the vehicle, the driver and the surrounding environment. With
the advent of the autonomous vehicle, new interfaces are
also needed to facilitate the transitions between automatic
and manual driving modes. By way of illustration, the Group
has offered motorists the opportunity to experience highly
automated driving in real traffic conditions on board a
Cruise4U® demonstration vehicle.

Valeo’s main technological developments are described in
Chapter 4, section 4.2.2 “Solutions that contribute to CO2
emissions reduction and to autonomous and intuitive driving”,
on pages 154 to 156.
Valeo’s growth is driven above all by innovative, very
high‑growth products(1) (growth of approximately 28% per
year between 2014 and 2020).

(1) Growth engines are strategic products and services that are positioned on growth markets or generate a significant increase in our sales.

2015 Integrated Report – Valeo
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Valeo
+28%
per year

Growth engines*

Market:
+16% per year

Valeo
+5%
per year

Traditional products

Market
+1% per year
2014

2020

Source: Valeo.
* Strategic products and services that are positioned on growth markets
or generate a significant increase in Group sales.

Geographic positioning in high-growth
potential regions
Besides the promotion of innovative technologies, the Group’s
marketing and manufacturing efforts are primarily focused
on attracting new customers and winning market share in
high-growth potential regions – particularly in China, the
world’s largest market – while continuing to grow in mature
regions such as Western Europe and North America.
New production capacities are being built up locally to meet
surging demand in these markets. Where possible these new
production units are being set up on multi-activity sites in
order to optimize profitability. Since 2014, China has been the
Group’s largest country by headcount(1).
In 2015, Europe accounted for 49% of original equipment sales,
with Asia accounting for 27% and China accounting for 14%.
By 2020, Asia should account for more than a third of Valeo’s
original equipment sales, with China accounting for over 20%
and Europe accounting for around 40%.

Strategic plan
Driven by strong growth in order intake(2) following the success
of its innovations (more than one-third of the order intake(2)
over the past few years is for innovative technologies(3)),
the Group is aiming to accelerate organic growth, improve
profitability and increase free cash flow(2).

(1)
(2)
(3)
(4)

14

Accelerating organic growth
Leveraging the high level of its order intake(2) over the past few
years, Valeo confirms its objective to achieve average annual
organic growth 5 percentage points above global automotive
production on the back of its innovation-based product mix.
Assuming that global automotive production increases by an
annual average of 3% over the next five years, sales would
therefore rise to around 17 billion euros(4) in 2017 and would
exceed 20 billion euros(4) by 2020.

Improving operating margin
The Group intends to leverage the growth in sales to improve
its operating margin(2) and profitability. Accordingly, Valeo has
set a target for operating margin(2) of between 8% and 9%
for 2020. Operating margin(2) for 2017 is expected to be in the
region of 8%.

Increasing free cash flow
After five years of strong growth in production capacity,
particularly in Asia and emerging countries, Valeo is aiming
to increase its free cash flow and thereby improve its free
cash flow(2)/EBITDA(2) ratio to around 28% in 2017 and to more
than 30% by 2020.

Including partnerships for which employee data are pro rated based on the Group’s percentage interest.
See Financial Glossary, page 406.
Products and technologies in series production for less than three years.
Based on a EUR/USD exchange rate of 1.15.
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2015 results – medium-term plan
ahead of schedule

exchange rates). This performance confirms the Group’s
potential to achieve the average organic growth target of 8%
over the period 2015-2020, as set out in the medium-term plan.

Despite market volatility in some of its geographies, in 2015
Valeo demonstrated that it is capable of growing faster than
the market, and its profitability and free cash flow put it ahead
of the schedule set out in the medium-term plan presented at
the Investor Day on March 16, 2015 (see Chapter 5, section 5.1
“Analysis of 2015 consolidated results”, pages 252 to 262).

Profitability
Valeo’s operating margin(1) came in at 7.7% in 2015, confirming
that the Group is on course to meet its objective of operating
margin(1) between 8% and 9% by 2020.

Return on capital employed

Growth
Valeo’s sales growth was more than 6 percentage points higher
than the market, 1 point above the average medium‑term
objective set for the period 2015-2020.
In 2015, order intake(1) once again reached a record level,
at 20.1 billion euros, up 15% on 2014 as reported and up
11% on a like-for-like basis (constant Group structure and

Valeo achieved a return on capital employed(1) of 33% in
2015, in line with its medium-term objective of ROCE(1) above
35% by 2020.

Free cash flow
Valeo’s free cash flow to EBITDA(1) ratio came in at 31% in 2015,
above its medium-term objective of more than 30% by 2020.

Sales growth
[2015-2020] CAGR 8%
2015 order intake
up 11% LFL(2)

Balanced, profitable
organic growth

asi
cash ng free
flow

31%

2014

21%

Incre

2015

ROCE(1)

Growth
Profitability
Cash

ca Con
pit tr
al ol o
em ve
plo r
ye
d

[2015-2020] +5 pts

-term
Long rmance
erfo

2020 > 30%

Outperformance(3)

outp

Free cash flow/EBITDA

ing
ov ty
pr bili
Im fita
o
pr

2015 +6 pts
2014 +6.5 pts

Operating margin

2020 > 35%

2020 [8%-9%]

2015

33%

2015

+7.7%

2014

30%

2014

+7.2%

(1) See Financial Glossary, page 406.
(2) Constant Group structure and exchange rates.
(3) Of original equipment sales compared to the market.

The Group’s objectives for 2016 are set out in Chapter 5, section 5.3 “Trends and outlook”, page 263.

(1) See Financial Glossary, page 406.
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1.1.5	Valeo’s strengths and resources that support
sustainable growth
Operational excellence in support
of strategy
Valeo’s corporate culture is built on excellence in operations,
world-class production quality standards, the values shared
by all of the Group’s employees, and its strong commitment
to corporate social responsibility issues.
To maintain its competitive edge over other automotive
suppliers and become automakers’ preferred partner, Valeo
must continue to offer innovative technology and ensure total
customer satisfaction in terms of quality, costs and delivery.
To this end, Valeo has developed the 5 Axes methodology,
which is strictly applied by all sites.

The 5 Axes
The 5 Axes system is designed to ensure total customer
satisfaction with the aim of achieving sustainable, profitable
growth. The 5 Axes cover all working processes that have a
direct impact on customer satisfaction.
A roadmap is drawn up for each process, to be followed by the
employees and entities concerned with its implementation and
is based on the Group’s commitment to operational excellence
and continuous improvement. Regular audits are carried out
to ensure that the roadmaps are being correctly applied while
indicators measure the achievement of objectives associated
with each process.

Total Quality: Customer satisfaction also requires providing


products and services of uncompromising quality. This
requires (i) a thorough understanding of the customer’s
strategy as well as their expectations in general and for each
specific product and service, and (ii) the application of the
Group’s best-in-class quality methodology and adaptation
to the customer’s culture.

Valeo Production System (VPS): The Valeo Production


System is a set of methods and tools designed to support the
Group’s industrial strategy. They include controlling growth,
improving performance and implementing state-of-the-art
production processes, all within a working environment that
promotes quality, performance and employee motivation.

Supplier Integration: In order to deliver the highest quality

products and services while remaining competitive, Valeo
has set up a supplier base integrating the most innovative
and efficient suppliers. The strict application of methods
and processes is required to ensure that the supplier base
complies with the highest standards, to integrate suppliers
in the development of new products and to monitor their
performance in terms of cost, quality, delivery and risk
management.

TOTAL
QUALITY

Involvement of Personnel: Operational excellence cannot


be achieved without the ongoing commitment of all of the
Group’s employees. Valeo therefore implements processes
aimed at creating a safe working environment that fosters
employee well-being, and at enabling each employee to
understand their role in the Company’s development, feel
recognized, enjoy working with their colleagues, believe in
what they do and be proud of the company they work for.

PRODUCT
DEVELOPMENT

PRODUCTION
SYSTEM

5 AXES
FOR CUSTOMER
SATISFACTION

Product Development: In order to satisfy its customers,


Valeo must demonstrate its capacity to constantly offer
innovative yet affordable technologies and launch new
products with flawless quality, delivery and cost. This requires
forming (i) highly qualified Research and Development teams
within an optimal organizational structure that combines
professional skills and product expertise with first‑rate
methodology aimed at ensuring product robustness and
competitiveness, and (ii) project teams with the best-in-class
project management tools at their disposal.
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Balanced customer portfolio
In original equipment, Valeo is a partner to the world’s leading
automakers. The Group’s customer portfolio was balanced in
2015 with German automakers representing 30% of original
equipment sales, Asian automakers 26%, US automakers
24% and French automakers 15%. Valeo’s order intake was up
15% year on year to 20.1 billion euros in 2015, reflecting the
commercial success of its innovations and technologies for
CO2 emissions and intuitive driving. In 2015, Valeo’s Research
and Development teams managed nearly 2,500 customer
projects – a direct result of the Group’s extensive presence in
all automotive markets worldwide.
In the aftermarket, Valeo Service supplies original equipment
spares (OES) to automakers and replacement parts to the
independent aftermarket (IAM). Valeo Service offers all aftermarket
channels worldwide a wide range of products and services to
help boost the efficiency of repair services and to provide greater
safety, comfort and driving pleasure to consumers.

Employees –
“Involvement of Personnel”

A sustained innovation effort –
“Product development”
To meet the requirements of its various customers and retain
its technological advantage, Valeo constantly develops new
products and systems that meet the demands of different
global markets. Valeo regularly analyzes its innovations
portfolio and market developments to ensure that it is offering
or developing the products and solutions that will form the
foundation of the vehicle of tomorrow – one that is ever
more intuitive, autonomous, connected and environmentally
friendly. In 2015, gross Research and Development expenditure
exceeded 1.3 billion euros, up 16% compared with 2014.
Aside from research centers – most of which are located in
France, Germany, Ireland and Japan – and development centers,
Valeo has developed a network of technical and commercial
offices located close to its customers so that their needs can
be better catered to.
Valeo also uses shared resource centers in cost-competitive
countries to enhance synergies among the various Business
Groups and optimize development costs.

At the end of 2015, Valeo had 82,800 employees in 30 countries,
compared with 54,000 employees at the end of 2010. The
Human Resources Department prepares and accompanies the
Group’s growth, through a dynamic hiring policy – especially
in high-growth potential regions.

Valeo’s innovation policy and its development methods
are widely acknowledged by the Group’s customers, who
increasingly look to Valeo to develop new technologies. In 2015,
this was recognized with a place in the Thomson Reuters list
of Top 100 Global Innovators. Innovative products(1) accounted
for 37% of all order intake in 2015.

The aim of this recruitment policy is to identify the key skills
that Valeo requires and attract, develop and retain talent in
all of the countries where it operates. Given the growth in
order intake, recruiting engineers and technicians poses a
challenge due to tight job markets in certain countries and
regions. The Group plans to recruit over 47,000 people globally
over the next five years.

In a spirit of open innovation, Valeo forms partnerships
and strengthens its ties with communities of innovative
entrepreneurs and start-ups with a view to acquiring
technological building blocks. In 2015, for example, Valeo
acquired a stake in Cathay Capital, a cross-border investment
vehicle active across France, China and the United States and
dedicated to venture capital financing for innovative start-ups.

As part of its Involvement of Personnel approach, Valeo
has opted for a global policy that goes beyond financial
compensation to support career development, autonomy,
and training (1,484,824 hours’ training given in 2015). This
policy is based on the Group’s values and promotes well-being
at work as well as work-life balance among its employees.

Valeo protects its innovations with an active patent filing policy:
1,406 patents were filed in 2015, a 27% increase on 2014.

Thanks to its commitment to this approach, Valeo was
certified as a 2015 Top Employer in 22 countries (compared
with 18 countries in 2014), recognizing the excellence of its
services in support of employees, particularly through talent
and career management. Valeo’s labor-related performance
is set out in Chapter 4, section 4.4 “Valeo and its employees”,
page 189 to 219.

A demanding quality approach –
“Total Quality”

Valeo’s Research and Development process is detailed in
Chapter 4, section 4.2 “Research and Development at Valeo:
from megatrends to innovation”, page 150 to 164.

At Valeo, Total Quality is a state of mind. In order to meet
customer expectations, total quality is required throughout
the Group and from its suppliers (see Chapter 1, section 1.2.3
“Quality”, pages 30 to 31 and Chapter 4, section 4.5.1 “Total
quality and product safety”, pages 220 to 221).

(1) Products and technologies in series production for less than three years.
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At end-December 2015, the Group recorded a level of customer
returns of less than 4.2 parts per million products delivered.

Customer returns per million products
delivered
3-month average
12

7.7
5.8
3.3

2011

2012

2013

2014

4.2

2015

A global footprint –
“Valeo Production System”
In 2015, Valeo had 134 plants in 29 countries.
Based on standardized industrial and logistics methodology
and tools, the Valeo Production System is acknowledged
throughout the industry for its efficiency in quality and cost
management.
In order to satisfy customer expectations in terms of
quality and productivity, the system is based on a pull-flow
organization, flexible production resources, the elimination of
all non-productive operations and stopping production at the
first non-quality incident.
Valeo reduces inventories and logistics costs by installing
production capacity near to its automaker customers.
The Group’s Industrial function is described in Chapter 1,
section 1.2.3 “Industrial and Logistics”, page 30.

A base of integrated suppliers –
“Supplier Integration”
Valeo’s business is based on a value creation model with
a high capital turnover, made possible thanks to the close
integration of suppliers into the value chain and the constant
trade-off between in-house production and the purchasing of
submodules. Key factors in the make-or-buy decision include
the strategic importance of the component and the return on
capital employed.
Furthermore, Valeo uses its suppliers to develop new, more
efficient, lighter, and more cost-effective products while at
the same time requiring that they comply with its Code of
Ethics through the Valeo Business Partners Code of Conduct.
The process for integrating suppliers is presented in Chapter 4,
section 4.5.3 “Application of sustainable development principles
in purchasing processes”, page 223 to 227.

(1) See Financial Glossary, page 406.
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In 2015, manufacturing procurement represented 59% of the
Group’s sales. 95% percent of Valeo’s direct purchases are
handled by 1,186 suppliers.

A sustainable and strategic commitment
to the environment
For more than ten years now, Valeo has set out its environmental
commitments in its Environmental Charter, which covers every
stage of a plant’s life cycle. In order to ensure a high level of
environmental safety and prevent pollution, Valeo has created
operational directives based on the most stringent global
standards. 98% percent of its plants were certified ISO 14001
at December 31, 2015.
Since 2008, Valeo has led three 3-year plans designed to
improve environmental performance in terms of water, energy,
VOC and CO2 emissions, waste, and packaging. As a result, the
Group has made significant reductions, particularly in terms
of water and energy consumption, which are down by 46%
and 28% respectively as a proportion of sales since 2008.
Further details of Valeo’s environmental performance can be
found in Chapter 4, section 4.3 “Environmental management
and performance of Valeo’s sites”, page 165 to 188.

Investments to support organic growth
Valeo’s investment policy has been adapted in response to
the Group’s strong growth. In 2015, investment expenditure
(excluding capitalized Research and Development expenditure),
came to 761 million euros, representing 5.2% of sales.
Manufacturing investments were primarily directed towards
high-growth potential countries.
In parallel, Valeo continues to strengthen its existing plants.
Valeo has sufficient cash flow to finance its investments.
The Group generated 565 million euros in cash flow (after
investments in property, plant and equipment and intangible
assets) in 2015.

Improved profitability
and a solid financial position
The Group improved its profitability in 2015 to achieve an
operating margin of 7.7% and a ROCE of 33%. The consolidated
financial statements are presented in Chapter 5, section 5.4,
pages 264 to 337.
Thanks to an increase in its free cash flow(1)/EBITDA(1) ratio
from 21% in 2014 to 31% in 2015, Valeo’s net debt(1) fell to
124 million euros, representing less than 0.1 times EBITDA(1) and
4% of stockholders’ equity (gearing ratio). Accordingly, Valeo
is rated “investment grade” by ratings agencies Moody’s and
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Standard & Poor’s. Its strong balance sheet allows the Group
to finance organic growth, seize external growth opportunities
in its strategic areas, and pay dividends.

The overall total shareholder return (TSR), which measures share
profitability over the period from 2011 to 2015 and includes
dividends received and capital gains made in said period, came
in at 284%. Share capital and ownership structure are discussed
in further detail in Chapter 6, “Share capital and ownership
structure”, pages 367 to 388.

Valeo’s investments and financial position are discussed in
Chapter 5, section 5.1.4 “Cash flow and financial position”,
pages 259 to 262.

Dividend
At the 2016 Annual Shareholders’ Meeting, Valeo will recommend
paying a dividend of 3 euros per share, up 36% on the dividend
paid in 2015, representing a payout ratio of 32%.

1.1.6	Sustainable development challenges
for the Group and its stakeholders
In 2015, Valeo rolled out a materiality matrix with the aim
of improving the quality and relevance of the process by
which its strategic, operational and sustainable development
objectives are measured. The matrix presents the main
sustainable development challenges for the Group in view of its
business model and its stakeholders’ expectations (employees,

automaker customers, research partners, suppliers, financial
community, etc.). The Group closely monitors these challenges
on a permanent basis using action plans and key indicators,
which are set out in Chapter 4 on Sustainable Development,
pages 141 to 250.

MATERIALITY MATRIX PLOTTING VALEO'S
SUSTAINABLE DEVELOPMENT CHALLENGES
SUSTAINABLE DEVELOPMENT POLICY AXES

SOCIETAL EXPECTATIONS WITH REGARD TO SUSTAINABLE DEVELOPMENT CHALLENGES

Innovation

Environmental
eco-efficiency

Employees

Commitment
to corporate citizenship

Total quality and product safety
Low-carbon mobility solutions
Safety and working conditions

Attractiveness and talent development
Purchasing and sustainable
development

Security of computer data
Discharges
and waste
Public & regulatory policies

Water

Ethics and compliance
Commitment of teams

Diversity

Local integration

Autonomous
and
connected
vehicle

Energy and carbon efficiency
of production
Resources, materials
and eco-design

Availability of
replacement products Partnership approach
to R&D
Transportation
and logistics

Biodiversity

IMPACT ON VALEO’S BUSINESS MODEL AND OPERATIONS
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1.1.7 Strong governance
The Group’s growth model is based on a strong corporate
governance structure, led by the Board of Directors, the Board’s
Committees, the Chief Executive Officer (subsequently the
Chairman and Chief Executive Officer), as well as the Operations
Committee, comprising 14 Functional and Operational Directors.
Valeo’s governance structure (described in Chapter 3, “Corporate
Governance”, pages 75 to 139) allows the Group to implement
its strategy in line with sustainable development commitments,
while adhering to the strictest principles of compliance and
ethics. This structure helps the Group manage risks and identify
opportunities to drive sustainable growth.

The Board of Directors in support
of the Group’s strategy
Operation of the Board of Directors
The principal role of the Board of Directors is to determine
Valeo’s business strategies and ensure that they are
implemented effectively. The Board of Directors has set
up three committees – the Audit & Risks Committee, the
Appointment, Compensation & Governance Committee and
the Strategy Committee – in order to enhance its operating
procedures and provide assistance with preparing its decisions
by issuing recommendations and opinions. It also organizes
an annual strategy seminar for Board members.
The Board of Directors’ 12 members have different backgrounds
and enable the Group to benefit from their experience and skills
in a variety of fields relating to economics, manufacturing and
finance. Currently, 33% of the Board’s members are women.
This will rise to 40% if the next Shareholders’ Meeting approves
the appointment of two new women directors, as proposed
by the Board of Directors at its meeting on November 11, 2015.
Seventy-five percent of the Board’s members are under 70
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and 83% are considered independent according to both the
criteria set out in the internal procedures and the AFEP-MEDEF
Code to which Valeo refers.
An internal assessment of the Board of Directors’ operation
was conducted at end-2015. It highlighted the directors’ highly
positive view of the Company’s governance as well as the
continuous improvement of the Board’s work and that of
its Committees after applying the recommendations issued
during the last external assessment, and the quality of the
annual strategy seminar.
Pascal Colombani, Chairman of the Board of Directors, has
reached the age limit set out in the articles of association
of Valeo and has indicated to the Board of Directors that it
would be the appropriate time for him to step down from his
position, in view of a change of governance. At a meeting
held on February 18, 2016, the Board of Directors unanimously
decided to elect Jacques Aschenbroich, Chief Executive Officer,
as Chairman of the Board of Directors. Jacques Aschenbroich
thus becomes Chairman of the Board of Directors and Chief
Executive Officer and Pascal Colombani remains a director
of Valeo.
The Board of Directors unanimously decided to appoint Georges
Pauget as Lead Director with the broadest powers to carry out
his duties. Georges Pauget is an independent director, the
Chairman of the Appointment, Compensation & Governance
Committee and a member of the Strategy Committee.
Lastly, Pascal Colombani, who has been appointed as Honorary
Chairman of Valeo, will assist the Chairman of the Board of
Directors and Chief Executive Officer and the Lead Director
until May 26, 2016, the date of the next general shareholders
meeting, to manage the governance transition and to prepare
for this meeting.
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Summary of the composition of the Board of Directors at March 24, 2016

Name

Pascal Colombani
Jacques Aschenbroich
Gérard Blanc
Daniel Camus
Jérôme Contamine
C. Maury Devine(1)
Sophie Dutordoir
Michel de Fabiani
Noëlle Lenoir
Thierry Moulonguet
Georges Pauget
Ulrike Steinhorst
Number of meetings
Average attendance rate

Age Independent

70
61
73
63
58
65
53
70
67
65
68
64

No
No
Yes
Yes
Yes
Yes
Yes
Yes(2)
Yes
Yes
Yes
Yes

Number of
directorships
held in listed
Appointment,
companies
Audit Compensation
Start of
other than
& Risks & Governance
Strategy first term
Valeo Committee
Committee Committee of office

2
1
1
2 (Chair)
0
3
1
1
1
1
3
1

•
••
•

(Chair)

5
100%

••
•
••

(Chair)

6
96%

•
•
•••

2007
2009
2007
2006
2006
2015
2013
2009
2010
2011
2007
2011

End of
current
term of
office

Number
of years
on the
Board

2019
2019
2017
2018
2018
2017
2017
2019
2018
2016
2016
2016

9
7
9
10
10
1
3
7
6
5
9
5

3
100%

Rate of
attendance
at Board
Meetings
(Director
present) Page

100%
100%
100%
100%
78%
80%
89%
100%
89%
89%
100%
89%
9
93%

84
85
86
87
88
89
90
91
93
94
95
96
99
99

(1) Since she was appointed on April 23, 2015.
(2) At the Board of Directors' meeting of November 11, 2015, Michel de Fabiani was considered independent.

For further information, see Chapter 3, section 3.2 “Composition of the Board of Directors, and preparation and organization of its
work”, pages 80 to 117.

The three Committees created by the Board
Audit & Risks Committee

4 independent members out of 4(1)
5 meetings
100% attendance rate
Review the parent company
yy
and consolidated financial statements,
quarterly and half-yearly information,
and half-year reports

Appointment, Compensation
& Governance Committee

Supervise the procedure for selecting
yy

5 independent members out of 5(1)
6 meetings
96% attendance rate
Study and make recommendations
yy
concerning the compensation paid
to executive corporate officers, the
aggregate amount of attendance fees
and their allocation as well as the
allocation of stock options, free shares and
performance shares
Prepare the composition of the governing
yy
bodies, by making recommendations
regarding the appointment of executive
corporate officers, directors and
Committee members
Draw up a succession plan
yy
for corporate officers in order to
propose solutions in the event
of an unforeseen vacancy
Examine the independence of
yy
each director
Select new directors for appointment
yy

Remain informed of the Group’s financial
yy

Assess and update corporate governance
yy

Regularly review the risk mapping of the
yy
Group's main risks
Monitor the Group's risk management
yy
and compliance system along with its
internal control system to ensure their
effectiveness

Guarantee the independence of the
yy
Statutory Auditors

or renewing statutory audit engagements

position and of the main thrusts of the
Group’s financial strategy
Review external communications prior to
yy
their publication
Pages 102 to 105

Strategy Committee

5 independent members out of 5
3 meetings
100% attendance rate
Issue opinions and recommendations on
yy
the Group’s key strategies, market trend
information, research developments,
competition benchmarking and the
resulting medium- and long-term outlook
for the business
Issue opinions and recommendations on
yy
the analysis of the Group's development
projects, particularly external growth
transactions, equity investments and
other assets, and any investments or
borrowings in excess of 50 million euros
per transaction

rules

Review the CSR and safety policies
yy
Pages 105 to 107

Pages 107 to 108

(1) At the Board of Directors' meeting of November 11, 2015, Michel de Fabiani was considered independent.
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The Operations Committee implements the Group’s strategy
Role of the Operations Committee
Under the authority of the Chief Executive Officer (subsequently the Chairman and Chief Executive Officer), Valeo’s Operations
Committee meets once a month and comprises 15 members. Its role is to review operational management, coordinate projects
and implement the Group’s strategy. The Committee is responsible for ensuring that the Group meets its objectives and adheres
to the continuous improvement process through the 5 Axes methodology.
The Operations Committee (described in Chapter 3, section 3.1 “Corporate governance bodies”, pages 78 to 79) reflects the Group’s
organizational structure:
based on the four Business Groups, the Valeo Service Activity (see Chapter 1, section 1.3 “Businesses”, pages 36 to 58), and the

National Directorates;

supported by the functional networks (see Chapter 1, section 1.2.3 “Presentation of the functional networks”, pages 28 to 35).


Composition of the Operations Committee at March 24, 2016
Name

Position

Jacques Aschenbroich
Geoffrey Bouquot
Fabienne de Brébisson
Robert Charvier
Catherine Delhaye
Antoine Doutriaux
Xavier Dupont
Eric Antoine Fredette
Bruno Guillemet
Maurizio Martinelli
Axel Maschka
Christophe Périllat
Eric Schuler
Jean-François Tarabbia
Marc Vrecko

Chairman and Chief Executive Officer
Vice-President, Corporate Strategy and External Relations
Vice-President, Communications
Chief Financial Officer
Chief Ethics and Compliance Officer
President, Thermal Systems Business Group
President, Powertrain Systems Business Group
General Counsel
Senior Vice-President, Human Resources
President, Visibility Systems Business Group
Senior Vice-President, Sales & Business Development
Chief Operating Officer
President, Valeo Service Activity
Senior Vice-President, Research & Development and Product Marketing
President, Comfort & Driving Assistance Systems Business Group

Position held since

2009
2016
2011
2010
2012
2014
2015
2015
2015
2014
2014
2011
2016
2013
2011

Pages 78 to 79

Risk management
Risk management procedures are coordinated by a Risk
Committee made up of nine permanent members: the Chief
Financial Officer; the Group Risk Insurance Environment Director;
the Group Accounting Director; the Group Internal Audit and
Control Director; the Vice-President, Corporate Strategy and

External Relations; the Chief Ethics and Compliance Officer;
the Senior Vice-President, Human Resources; and the General
Counsel, chaired by the Chief Operating Officer. This Risk
Committee met six times in 2015 and is mainly tasked with
reviewing the risk identification process and overseeing the
dynamic management of risk.

Main risks (AFR)
Operational risks

Environmental
and industrial risks

Legal risks

Financial risks

Risks associated with the
yy

Environmental risks
yy

Intellectual property risks
yy

Liquidity risk
yy

Industrial risks
yy

Risks related to sales of products
yy

Commodity risk
yy

automotive equipment
industry
Risks related to new product
yy
development
Supplier failure risk
yy

Natural disaster risks
yy

Geopolitical risks
yy

(patents and trademarks)

and services
Risks of failure to comply
yy
with the Code of Ethics or the law
Claims, litigation, and
yy
governmental,
legal and arbitration proceedings

IT systems failure risk
yy

Pages 62 to 64
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Interest rate risk
yy
Banking counterparty risk
yy
Equity risk
yy
Customer credit risk
yy

Pages 65 to 66

Pages 66 to 69

For further information on the Group’s main risks, see Chapter 2, “Risk Factors”, pages 61 to 74.
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Foreign currency risk
yy

Pages 69 to 73
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Adhering to ethics
and compliance principles
One objective

their experience with their colleagues and peers, help them to
understand the compliance policies and any tools that may be
applicable, and/or direct them to the people who can provide
further information.

In support of its ambitious development strategy, Valeo’s
policy is to comply with the highest ethical standards in all
countries in which it operates while strictly respecting local
and international regulations.

In broader terms, all managers, regardless of their country
or job, are committed to playing a key role in ensuring that
their teams adhere to the Compliance Program and that it is
incorporated into daily life at Valeo.

Valeo considers business integrity and respect for stakeholders,
employees, shareholders, customers and partners as a
fundamental principle of its development.

The Audit & Risks Committee oversees the effectiveness of the
risk management and internal control systems. It ensures that
Valeo follows a full program that enables compliance with the
legislation and regulations applicable to the Group’s activities,
and doing business in an ethical and responsible manner.

The Ethics and Compliance Department, set up by General
Management in 2012, is responsible for defining and putting
in place an organizational structure and a framework around a
common set of values and rules that are applicable worldwide
and adapted locally as necessary.
Every employee, whatever his or her job, in every country,
must comply with these rules, which are characterized by both
a localized approach and zero tolerance for the infringement
of rules. Naturally, they also extend to Valeo’s stakeholders,
suppliers and service providers. Above all, compliance needs to
blend in as naturally as possible with the day-to-day routines of
employees and form part of the Group’s culture of professional
ethics and integrity, in addition to the Group’s Code of Ethics.
Valeo’s management is deeply committed to implementing
and enforcing the Compliance Program. Valeo believes that
it is everyone’s responsibility to implement, adhere to, and
respect the measures set out in the Compliance Program. While
it is the responsibility of management to lead by example,
compliance is everybody’s business.

A dedicated organizational structure
Reporting directly to the Chief Executive Officer (subsequently
the Chairman and Chief Executive Officer), the Chief Ethics
and Compliance Officer is tasked with proposing, managing,
and coordinating the global and local implementation of the
Compliance Program, as decided by the Operations Committee,
of which she is a member. Chaired by the Chief Executive
Officer (subsequently the Chairman and Chief Executive Officer),
the Operations Committee is responsible for determining
the directions and priorities of the Compliance Program,
allocating the funds and resources necessary and ensuring
that its implementation is supervised and verified.
The Chief Ethics and Compliance Officer works closely with the
National Directors and the Presidents of the Business Groups,
and with the Sales and Development, Purchasing, Industrial,
Research and Development, Human Resources, Finance, Legal,
and Internal Audit and Control Departments.
Since 2014 a multi-disciplinary and international team of
70 Compliance Champions representing all functions has also
helped to promote the Compliance Program. Within the scope
of their responsibilities, these Compliance Champions share

A comprehensive framework
Valeo’s Ethics and Compliance program is founded on its Code of
Ethics, which was first implemented in 1997, updated in 2004,
extensively reviewed in 2014 and rolled out again in 2015.
While firstly concentrating on the fight against corruption and
antitrust practices, the program is gradually being extended to
all of the principles contained in the Code of Ethics, in particular
data protection and manufacturing ethics.
Comprehensive yet also specific, the program sets out general
values, rules and procedures that must be respected by all
employees and entities. These general guidelines are then
broken down into specific procedures for each country in which
Valeo operates, translated and adapted to local regulations
and culture. Consequently, 27 different country appendices
were published in addition to the general guidelines on gifts
and invitations.
The program also comprises tools adapted to the requirements
of the different functions. For example, a methodology for
managing cooperation projects with competitors has been set
out as part of the antitrust program. Targeted and highly‑specific
awareness-raising films describe the types of behavior that
are expected or to be avoided. Finally, decision-support tools
are also provided.
The program also covers Valeo’s partners, who need to be
made aware of the risks of antitrust practices and corruption
and to understand the compliance framework to which they are
expected to adhere. Consequently, the awareness handbooks
that have been produced and distributed since 2013 were
accompanied in 2014 by free awareness-raising e-learning
courses. Also, a Business Partners Code of Conduct was
introduced at the end of 2014 and has now been distributed
to all relevant stakeholders. It sets out all of the principles,
values and commitments declared by Valeo in its Code of Ethics
so that its partners know precisely what is expected of them.
All these tools, handbooks and films are available in English on
the internal Ethics & Compliance portal. The basic guidelines
of the program have been translated into all the major
languages used by Valeo (French, German, Chinese, Spanish
and Portuguese), as well as into Japanese, Thai and Korean.
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Continuous training

Prevention

To ensure the effective implementation and use of these
rules and resources, Valeo believes it is crucial to deploy
comprehensive training on key issues, legal risks, and the
solutions it provides.

Given the essential nature of preventing and detecting improper
practice, the Group carries out internal controls and audits.

Training sessions are provided to engineers, managers, and
more broadly to any members of staff that could be exposed to
the main risks covered by the program. They can be delivered
locally in 15 different languages or via e-learning modules
available in 13 languages.
The sessions are specifically tailored to the automotive industry
and feature a large range of examples and case studies to
provide as many as possible of the employees concerned
with effective training in both theory and practice. Handbooks
dealing with the specific issues that arise in each business
have also been circulated. Finally, all new employees receive
a copy of Valeo’s Code of Ethics and a handbook reiterating the
most important rules and principles. In their first month, new
engineers and managers are also invited to attend a training
session on the fundamentals of fighting against corruption
and antitrust practices. This training and awareness-raising
program is designed to provide Valeo employees with the
knowledge and tools they need when dealing with targeted,
specific situations, so that they can identify and avoid the
risks involved, and, if necessary, contact the right people to
make the right decisions.
In 2015, 20,987 employees – 99% of the target population –
received training.
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Subject to the regulations in force, a confidential and anonymous
alert system has been in operation since January 2014. It is
reserved for Valeo employees and its scope is limited to
suspected cases of fraud, corruption and antitrust practice.
Other warnings can be communicated directly to the Chief
Ethics and Compliance Officer, the Senior Vice-President, Human
Resources or the General Counsel.
Valeo observes a strict policy of confidentiality with regard
to warnings and the protection of whistleblowers. False
allegations are not tolerated.
The Ethics and Compliance Department works in close
collaboration with the Internal Audit and Control Department
to conduct internal control operations or inquiries.

Outlook
In 2016, Valeo will focus primarily on (i) ensuring that its new
information systems and image and media charters are properly
incorporated into the Group’s operations, (ii) rolling out new
training on business integrity and ethics, and (iii) continuing to
conduct training on the fight against corruption and antitrust
practices, which has been offered since 2012.
Valeo has made compliance a top priority and expects
everyone’s unfailing commitment to compliance, which is
a guarantee of sustainable growth and profitability. The
Compliance Program is described in more detail in Chapter 4,
section 4.5.2 “Ethics and compliance”, pages 221 to 223.

Safe Harbor Statement
Statements contained in this Integrated Report, which are not historical fact, constitute “Forward-Looking Statements”. These
statements include projections and estimates and their underlying assumptions, statements regarding projects, objectives,
intentions and expectations with respect to future financial results, events, operations, services, product development and potential,
and statements regarding future performance. Even though Valeo’s management feels that the Forward-Looking Statements are
reasonable as at the date of this Integrated Report, investors are put on notice that the Forward-Looking Statements are subject to
numerous factors, risks and uncertainties that are difficult to predict and generally beyond Valeo’s control, which could cause actual
results and events to differ materially from those expressed or projected in the Forward-Looking Statements. Such factors include,
among others, the Company’s ability to generate cost savings or manufacturing efficiencies to offset or exceed contractually or
competitively required price reductions. The risks and uncertainties to which Valeo is exposed mainly comprise the risks resulting
from the investigations currently being carried out by the anti-trust authorities as they have been identified in the 2015 Registration
Document and risks relating to legal action resulting from such investigations, risks which relate to being a supplier in the automotive
industry and to the development of new products and risks due to certain global and regional economic conditions. Also included
are environmental and industrial risks as well as risks and uncertainties described or identified in the public documents submitted
by Valeo to the AMF, including those set out in the “Risk Factors” section of Valeo’s 2015 Registration Document.
The Company assumes no responsibility for any estimates made by analysts and any other information prepared by third parties
which may be used in this Integrated Report. Valeo does not intend or assume any obligation to review or to confirm the estimates
of analysts or to update any Forward-Looking Statements to reflect events or circumstances which occur subsequent to the date
of this Integrated Report.
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