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Dear Xylem Shareholders,

Global water challenges remain urgent and persistent, but they are not insurmountable. At 
Xylem, we believe strongly in the ability of technology to greatly reduce the waste and 
inefficiency that plague the water industry and inhibit innovation. When we solve for these 
issues, we begin to see the potential for a world in which water issues are no longer a barrier to 
human health, prosperity and sustainable development. 

That is our vision, and it is intrinsic to our business and growth strategy. Moreover, it is 
foundational to who we are and how we operate. We are committed to building a sustainable 
enterprise that is purpose-driven – one that creates both economic and social value.  

Driving Sustainable Growth 
Our key strategic priorities remain enhancing commercial excellence, growing in Emerging 
Markets, strengthening innovation and technology, building a continuous improvement culture, 
and cultivating leadership and talent development. We made notable progress against each 
during the past year and our continued execution against them will enable us to meet our long-
term financial commitments and set the company on a path towards sustainable growth for 
years to come.

A key component of our progress continues to be a more direct integration of sustainability into 
our business strategies. This is reflected across multiple dimensions, from the significant 
reduction in our environmental footprint to our continued improvement in safety to our increased 
advocacy for sustainable water management strategies. These results have been recognized by 
numerous organizations and through our inclusion in multiple sustainability indices. Most recently, 
Xylem was ranked number 10 on Barron’s inaugural list of The 100 Most Sustainable Companies. 

Advancing Our Smart Water Strategy
Managing water resources presents unique challenges in all industries, and customers are 
seeking integrated solutions that increase the productivity of their operations. For example, 
water is the most capital intensive form of infrastructure, and utility operators are grappling with 
how to manage aging water infrastructure. We continue to invest in R&D focused on increasing 
energy efficiency and embedded intelligence, particularly in our market-leading brand franchises 
building upon their decades-long heritage of innovation. Working with our customers, we are 
developing technologies that drive out massive waste, transforming how critical water and 
infrastructure can be managed. 

In 2017, we further advanced our strategy of being a leading provider of smart water technology 
solutions with both inorganic and organic investments.  We completed our first year with Sensus 
in the Xylem family and that business contributed to our overall growth. Importantly, we 
accelerated the development of new solutions to address specific customer issues, already 
moving from the research lab to the pilot phase on certain solutions.



Our newly acquired businesses – Pure Technologies, EmNet and Valor Water Analytics – are 
part of a broad platform we’re building to encompass a portfolio of analytics capabilities and 
technologies that address our utility customers’ pain points and significantly improve the 
economics of their operations.

Pure is a leader in smart infrastructure assessment and management for the water industry, as 
well as critical energy infrastructure. Their diagnostic technologies can accurately assess the 
integrity of buried assets, enabling operators to optimize their maintenance and repair spending. 
EmNet’s software-enabled solutions allow municipalities to manage their wastewater and 
stormwater systems, and Valor helps utilities translate data into actionable solutions to increase 
their revenue. 

We expect these additions, along with our Sensus and Visenti businesses, to help us scale 
more quickly in data analytics and software-as-a-service – both areas experiencing rapid 
growth.

In addition, we invested in new innovation and technology centers of excellence and developed 
a more streamlined approach to product development globally, which is accelerating our new 
product pipeline. Last year, we increased our vitality index by 500 basis points to 24 percent.
We’re also continuing to build a broad-based ecosystem of partners to bring together ideas, 
capabilities and new products to help solve our customers’ challenges and add value to their 
operations.

2017 Business Results
Our focus on delivering solutions to our customers’ water and resource challenges is reflected in 
our strong 2017 results.  We generated four percent organic pro forma revenue1 growth year-
over-year, with improvement in each of our major geographies and across each of our key end 
markets, including a return to growth in the industrial market following two years of declines. Our 
investments in Emerging Market regions continue to bear fruit, with our businesses in China and 
India each delivering double-digit revenue and orders growth.  During the year, we also 
continued our focus on increasing operational excellence, and we reoriented our sales and 
marketing efforts around vertical end markets, which helped to increase our bidding pipeline and 
fuel our topline results. 

Consistent execution of our productivity initiatives delivered another year of record results with 
nearly $150 million in continuous improvement savings, a 10-percent increase over the prior 
year. These savings drove a 30-basis-point expansion in our adjusted operating margin2 after 
further investments in R&D, innovation and commercial initiatives to drive future growth. 

We delivered reported earnings of $1.83 per share, and adjusted earnings per share3 of $2.40, 
an increase of 18% year-over-year. We also had another year of strong cash generation, with 
Free Cash Flow up 41% over the prior year. In addition, we increased our dividend by 16 
percent in 2017, and recently announced a 17-percent increase in the dividend for 2018.  

Creating a Lasting Impact
Xylem Watermark, our social investment program, is a great example of how we activate our 
colleagues’ passion for solving water. Over the past two years, our colleagues have volunteered 
more than 56,000 hours in water-related activities, working in their own communities and with 
our global non-profit partners. Our three-year goal is to log 100,000 volunteer hours in water-
related activities by the end of 2018.

1 Organic pro forma revenue excludes the impact of foreign currency translation and contributions from acquisitions and divestitures, 
but includes the results of the Sensus acquisition for 2016 prior to the acquisition by Xylem on October 31, 2016.

2 Excludes the impact of purchase accounting for acquisitions. 
3 Excludes the impact of restructuring, realignment, acquisition-related charges and other special items. 



One notable example of this commitment is our collective response to the hurricanes that 
wreaked havoc across multiple U.S. states and Caribbean islands in the fall of 2017.  With each 
hurricane, our employees donated their own money to help with relief efforts. And we redirected 
more than $1 million in Watermark funding and expanded our volunteer initiative to assist these 
communities in a very difficult time. We have sent multiple teams of colleagues to Texas to 
clean out houses destroyed by Hurricane Harvey and assist in the rebuilding efforts. Another 
team of volunteers joined our partner, Planet Water Foundation, in Puerto Rico to build water 
towers in remote areas of the island that had no access to clean water. You can read more 
about their story on our website. 

In addition to employee engagement, we are increasingly leveraging Watermark as a vital 
source of innovation intelligence to address water issues for many of the most vulnerable 
communities. Working with external partners, we are able to better understand their needs and 
develop scalable solutions. 

These examples, along with countless others that occur in the normal course of business each 
day, illustrate the purpose-driven culture we’re fostering at Xylem. The significant progress we 
made in 2017 would not be possible without the dedicated individuals who come to work at 
Xylem each day to solve the world’s water and resource infrastructure challenges. We couldn’t 
be more proud to call them our colleagues.  Together, we remain committed to solving these 
challenges and, in the process, create value for all of our stakeholders. 

Patrick K. Decker
President & CEO

Markos I. Tambakeras
Chair







COMMITMENT TO SUSTAINABILITY
At Xylem, sustainability is at the very center of who we are and what we do.  As a leading global water technology
company, we deal with one of the world’s most urgent sustainability issues on a daily basis - responsible stewardship of
our shared water resources.  We believe that technology is a key link in how the world can solve water. We have a long
history of innovation, but today, we’re focusing more than ever on the powerful capabilities of smart technology,
integrated management and big data. These solutions will allow us to transport, treat, test and use water smarter - and
more sustainably - than in the past. Our link to this enormous challenge informs how we think about sustainability and
drives us to become a more sustainable company.         

In 2017, we were rated by and named to several indices used to track performance of companies in measuring and
reporting on their sustainability performance: the MSCI Global Sustainability Index Series, the FTSE4Good Index
Series, the CDP (formerly the Carbon Disclosure Project), Euronext Vigeo Index: US 50, and the NASDAQ OM CRD
Global Sustainability Index. In addition, Xylem became a signatory to the UN CEO Water Mandate.  Xylem was also
listed on the 2018 Forbes Just 100 and ranked number 10 on the 2018 Barron’s 100 Most Sustainable Companies list.
These acknowledgments reflect the work we have done to advance sustainable business practices and to consistently
report our progress over time. To learn more about our sustainability efforts, please view our annual Sustainability
Report available on our website.

We encourage our shareholders to sign up for electronic delivery of proxy materials to help conserve natural resources 
(see page 51 for instructions). If you have feedback or questions on our Sustainability Report, please email us at 
xylem.sustainability@xyleminc.com.

COMPENSATION HIGHLIGHTS
(see page 28 for our Compensation Discussion and Analysis)

• A significant portion of our executive pay is performance-
based and not guaranteed

• Compensation for our named executive officers (“NEOs”)
is aligned with shareholder interests through a balanced
and competitive equity program (mix of restricted stock
units, performance share units and stock options)

• We conduct regular compensation benchmarking and an
annual compensation risk assessment

• We have a cap on our incentive compensation payouts

• In 2016 we implemented a double-trigger change in
control requirement for our long-term incentive awards

• Our Leadership Development and Compensation
Committee is advised by an independent compensation
consultant

• In 2017, as in prior years, we received strong support in
our say-on-pay advisory vote (94%)

• Our policy, and recommendation to shareholders, is to
conduct an Annual Say-on-Pay shareholder vote

2017 NEO Total Direct Compensation Mix*: 

*Percentage of pay is based on annual target compensation (base salary, target annual incentive compensation and target long-term incentive
compensation) and excludes any one-time awards granted upon hire.
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