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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Plan Administrator and Plan Participants

Knowles Corporation 401(k) Plan

Opinion on the financial statements

We have audited the accompanying statements of net assets available for benefits of Knowles Corporation 401(k) Plan
(the “Plan”) as of December 31, 2017 and 2016, the related statement of changes in net assets available for benefits for
the year ended December 31, 2017, and the related notes (collectively referred to as the "financial statements"). In our
opinion, the financial statements present fairly, in all material respects, the net assets available for benefits of the Plan
as of December 31, 2017 and 2016, and the changes in net assets available for benefits for the year ended

December 31, 2017 in conformity with accounting principles generally accepted in the United States of America.

Basis for opinion

These financial statements are the responsibility of the Plan’s management. Our responsibility is to express an opinion
on the Plan's financial statements based on our audits. We are a public accounting firm registered with the Public
Company Accounting Oversight Board (United States) ("PCAOB") and are required to be independent with respect to
the Plan 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. The Plan is not required to have, nor were we engaged to perform, an
audit of its internal control over financial reporting. As part of our audits we are required to obtain an understanding of
internal control over financial reporting but not for the purpose of expressing an opinion on the effectiveness of the
Plan's internal control over financial reporting. Accordingly, we express no such opinion.

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 supporting 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.

Supplemental information

The supplemental information in the accompanying schedules of assets (held at end of year) as of December 31, 2017
and delinquent participant contributions for the year ended December 31, 2017, have been subjected to audit
procedures performed in conjunction with the audit of the Plan’s financial statements. The supplemental information is
presented for purposes of additional analysis and are not a required part of the basic financial statements but include
supplemental information required by the Department of Labor’s Rules and Regulations for Reporting and Disclosure
under the Employee Retirement Income Security Act of 1974. The supplemental information is the responsibility of
the Plan’s management. Our audit procedures included determining whether the supplemental information reconciles
to the basic financial statements or the underlying accounting and other records, as applicable, and performing
procedures to test the completeness and accuracy of the information presented in the supplemental information. In
forming our opinion on the supplemental information in the accompanying schedules, we evaluated whether the
supplemental information, including its form and content, is presented in conformity with the Department of Labor’s
Rules and Regulations for Reporting and Disclosure under the Employee Retirement Income Security Act of 1974. In
our opinion, the supplemental information referred to above is fairly stated, in all material respects, in relation to the
basic financial statements taken as a whole.



Edgar Filing: Knowles Corp - Form 11-K

/s/ GRANT THORNTON LLP

We have served as the Plan's auditor since 2015.
Chicago, Illinois

June 25, 2018
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Knowles Corporation 401(k) Plan
Statements of Net Assets Available for Benefits
(in thousands)

December December
31,2017 31,2016

Assets:

Investments at fair value (Note 3) $158,644 $136,590
Employee contributions receivable 42 105
Employer contributions receivable 325 440

Notes receivable from participants 2,431 3,277
Net assets available for benefits  $161,442 $140,412
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Knowles Corporation 401(k) Plan

Statement of Changes in Net Assets Available for Benefits

(in thousands)

Additions:

Investment income:

Dividends

Net appreciation in fair value of investments
Total investment income

Interest income on notes receivable from participants

Contributions:
Participant contributions
Employer contributions
Rollovers

Total contributions
Total additions

Deductions:
Distributions
Administrative expenses
Total deductions

Net increase in assets available for benefits
Net assets available for benefits:

Beginning of year
End of year

Year
Ended
December
31,2017

$3,479
19,093
22,572
98

8,428
4,932
803
14,163
36,833

(15,583 )
(220 )
(15,803 )

21,030

140,412
$161,442
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Knowles Corporation 401(k) Plan
Notes to Financial Statements
(in thousands, unless otherwise noted)

1. Description of the Plan

The following description of the Knowles Corporation 401(k) Plan (the “Plan”) provides only general information. This
description of the provisions of the Plan is governed in all respects by the detailed terms and conditions contained in
the Plan itself. Participants should refer to the Plan document for a more complete description of the Plan's provisions.

General

The Plan is a defined contribution plan established to encourage and facilitate retirement savings and investment by
eligible employees of Knowles Corporation and its U.S. subsidiaries (“Knowles”). The Plan is subject to the provisions
of the Employee Retirement Income Security Act of 1974, as amended (“ERISA”).

Wells Fargo Bank, N.A. (the “Trustee”) has been granted authority by the Knowles Corporation Benefits & Investment
Committee to purchase and sell securities.

Eligibility

All full-time employees of Knowles who have reached age 18 are immediately eligible to participate in the Plan. All
part-time employees of Knowles who have reached the age of 18 and have completed at least 1,000 hours of service
during a plan year are eligible to participate in the Plan.

Automatic Enrollment

The Plan has an automatic enrollment feature for all new employees. Eligible employees are enrolled automatically in
the Plan at a 5% pre-tax contribution rate unless they formally opt-out of the Plan or elect to contribute at a higher or
lower rate. Pre-tax contributions of participants who are automatically enrolled in the Plan will be invested in the
appropriate Vanguard Target Retirement Funds based on the participant's date of birth unless the participant elects
other investments permitted under the Plan.

Effective January 1, 2017 and the first day of each subsequent Plan year, all participants who have an elective deferral
of 0% will be automatically updated to a pre-tax deferral rate of 5%, except to the extent an affected participant makes
an affirmative contrary election within the 31 days prior to the date that automatic contributions are to commence. All
participants may complete a salary reduction agreement at any time to select an alternative deferral amount or to elect
not to defer under the Plan in accordance with the deferral procedures of the Plan.

Contributions

Participant

Eligible employees of Knowles that have been enrolled or elected to participate in the Plan may make pre-tax and
after-tax contributions to the Plan. Participant's pre-tax and after-tax deferrals are voluntary. Eligible compensation
generally includes salary and wages, commissions, and certain bonuses. Generally, a participant may elect to exclude
from 1% to 50% (in whole percentages) of his or her eligible compensation (“Participant Contribution”) from current
taxable income by having such amount contributed to his or her account in the Plan. The amount contributed by a
participant is subject to applicable Internal Revenue Code (“IRC”) limits. Participants who have attained the age of 50
before the end of the Plan year are eligible to make catch-up contributions. Highly compensated employees may not
exceed $5 of after-tax contributions in any Plan year. Each participant has the right to roll over into the Plan certain
distributions from other tax-qualified plans or appropriate individual retirement accounts. Participants may make
In-Plan Roth rollovers, which allows a participant to elect to change the tax treatment of all or some of their pre-tax
accounts.
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Employer

The Plan provides a fixed per-payroll matching contribution (“Employer Matching Contribution”) equal to 100% of the
participant’s elective deferrals, not to exceed 5% of the participant’s compensation. Knowles may also elect to make
profit-sharing contributions for a Plan year with respect to its employees who have satisfied the eligibility

requirements set forth above. Such contributions are allocated in proportion to the compensation of participants who
are employed by Knowles and are employees on the last day of the Plan year whether or not they have deferred any of
their compensation into the Plan. Profit-sharing contributions are invested consistent with participants' investment

fund elections. If a participant has not made an investment fund election, profit-sharing contributions will be invested
in the age-based Vanguard Target Retirement Funds based on the participant's date of birth.
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Vesting
Participant contributions, basic employer matching contributions, and employer profit-sharing contributions for all
participants, plus earnings thereon, vest immediately.

Distributions and Forfeitures

A participant's vested account balance in the Plan is distributable following the participant's retirement, death, or other
termination of employment. Forfeitures of unvested amounts, which were insignificant as of December 31, 2017 and
2016, were not used to reduce future employer contributions.

Hardship withdrawals are permitted for any participants who are active employees and demonstrate a financial
hardship which meets IRC regulations to be considered an “immediate and heavy financial need.” The hardship
withdrawal amount is limited to the amount “necessary” to satisfy the financial need, plus income taxes that the
participant is expected to incur on the amount of the withdrawal.

Distributions from the Plan are generally made in the form of a single lump-sum payment or installment payments

over a period of not more than a participant’s assumed life expectancy. For distributions that include Knowles stock,
the participant may elect to receive whole shares of Knowles stock “in-kind” and the remaining fractional share in cash.
In-service distributions are permitted from a participant's account balance, provided the participant has attained the

age of 59 V. Participants may delay the distribution of their account balance following their termination, however
distributions are required to begin no later than April 15 following the end of the year in which a participant reaches

the age of 70 V.

Notes Receivable from Participants

A participant may borrow up to 50% of their vested account balance, up to $50, with a minimum loan amount of $1
from the vested portion of their account. Effective February 14, 2017, a participant may have only one loan
outstanding at any time. The notes receivable are secured by the balances in the participant's accounts. Each note
receivable carries a reasonable rate of interest determined by the Plan Administrator to be commensurate with the
prevailing interest rate charged on similar commercial loans made within the same locale and time period. Principal
and interest is paid ratably through payroll deductions. Notes receivable outstanding as of December 31, 2017 bear
interest at rates between 3.25% and 7.50%.

Allocation Provisions

Each participant has the right to direct the entire amount of his or her Plan account to be invested in one or more of the
available investment funds in multiples of one percent. Each participant has the right during any business day to
transfer all or any portion of the amount in his or her account among the investment funds, except that participants
who are considered Knowles “insiders” may complete transfers involving Knowles stock only during designated
window periods. Participants are entitled to vote with respect to any Knowles shares in their account in the Plan in the
same manner as other Knowles stockholders.

Administrative Expenses

Certain administrative expenses of the Plan related to the Trustee, recordkeeping, legal, and audit fees are paid by the
Plan. Such administrative expenses are charged to the participants as a flat fee on a quarterly basis. The investment
expense fees are paid by the fund holder through the amount invested or as an offset to earnings.

2. Summary of Significant Accounting Policies
Basis of Presentation

The accompanying financial statements were prepared on the accrual basis of accounting in conformity with
accounting principles generally accepted in the United States of America ("U.S. GAAP").
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Investments - Valuation

The Plan's investments are reported at fair value (see Note 3). Investments in common shares are valued at the closing
market price on the last business day of the Plan year based on quotations from a national securities exchange. The
fair value of investments in registered mutual funds are valued at the net asset value ("NAV") of shares held by the
plan at year end, which is obtained from an active market. The fair value of investments in collective funds are based
on the net asset values as of the last business day of the Plan year as determined by their respective investment
managers and recent transaction prices.

Investments - Transactions and Income Recognition

Purchases and sales of investment securities are reflected on a trade-date basis. Gains and losses on sales of
investment securities are determined on the average cost method. Funds temporarily awaiting investment are placed in
a short-term investment fund of the Trustee where they earn the prevailing market rate of interest. Dividend income is
recorded on the ex-dividend date.

10
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The Plan presents in the Statement of Changes in Net Assets Available for Benefits the net appreciation or
depreciation in the fair value of its investments, which consists of the realized gains or losses and the unrealized
appreciation or depreciation on those investments.

Notes Receivable from Participants

Notes receivable from participants are reported at their unpaid principal balance plus any accrued but unpaid interest
with no allowance for credit losses, as repayments of principal and interest are received through payroll deductions.
The notes are collateralized by the participants' account balances. Interest income is recorded as earned.

Use of Estimates in the Preparation of Financial Statements

The preparation of financial statements in conformity with U.S. GAAP requires management to make estimates and
assumptions that affect the reported amounts and disclosures of assets, liabilities, and changes therein, and disclosure
of contingent assets and liabilities. Actual results could differ from those estimates.

Risks and Uncertainties

The Plan provides for various investment options in any combination of stocks, collective trust funds, and mutual
funds. Knowles periodically reviews the investment options available in the Plan to ensure that they continue to help
participants reach retirement savings goals. Investment securities are exposed to various risks, including, but not
limited to, interest rate, market, liquidity, and credit risks. Due to the level of risk associated with certain investment
securities and the level of uncertainty related to changes in the value of investment securities, it is at least reasonably
possible that changes in risks in the near term could materially affect participants' account balances and the amounts
reported in the Statements of Net Assets Available for Benefits and Statement of Changes in Net Assets Available for
Benefits.

At December 31, 2017 and 2016, approximately 0.8% and 1.2%, respectively, of the Plan's assets were invested in
Knowles common stock.

Distributions to Participants
Distributions to participants are recorded in the Plan's financial statements when paid.

Plan Termination

Although it has not expressed any intent to do so, Knowles has the right under the Plan to discontinue all contributions
at any time and to terminate the Plan, subject to the provisions of the Plan, ERISA, and the IRC. As described in Note
1, participants are 100% vested in their Plan accounts.

3. Fair Value Measurements

Accounting Standards Codification ("ASC") 820, Fair Value Measurement, defines fair value as the price that would
be received from selling an asset or paid to transfer a liability in an orderly transaction between market participants at
the measurement date. When determining the fair value measurements for assets and liabilities required to be recorded
at fair value, the Plan considers the principal or most advantageous market in which it would transact and considers
assumptions that market participants would use when pricing the asset or liability, such as inherent risk, transfer
restrictions, and risk of nonperformance.

ASC 820 also establishes a fair value hierarchy that requires the Plan to maximize the use of observable inputs and
minimize the use of unobservable inputs when measuring fair value. A financial instrument’s categorization within the
fair value hierarchy is based upon the lowest level of input that is significant to the fair value measurement. ASC 820
establishes three levels of inputs that may be used to measure fair value:

11
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Level 1: quoted prices in active markets for identical assets or liabilities.

Level 2: inputs other than Level 1 that are observable, either directly or indirectly, such as quoted prices in active
markets for similar assets or liabilities, quoted prices for identical or similar assets or liabilities in markets that are not
active, or other inputs that are observable or can be corroborated by observable market data for substantially the full
term of the assets or liabilities.

Level 3: unobservable inputs that are supported by little or no market activity and that are significant to the fair value
of the assets or liabilities or significant unobservable inputs that reflect the Plan’s own assumptions about the
assumptions that market participants would use in pricing an asset or liability.

12
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The Plan’s financial instruments carried at fair value on a recurring basis by their ASC 820 fair value hierarchy level as
of December 31, 2017 and 2016 are as follows:
December 31, 2017

Total

(in thousands) Level 1 Level Level Fair
2 3

Value
Investments:
Money market $27 $ $ 827
Common stock 1,290 R — 1,290
Mutual funds 136,164 — — 136,164
Total investments in the fair value hierarchy 137,481 —  — 137,481
Investments measured at net asset value*
Collective funds n/a nfa n/a 21,163
Total investments $137481$ S8 —$158,644

December 31, 2016

Total

(in thousands) Level 1 Level Level Fair
2 3

Value
Investments:
Money market $59 $ —$ -85
Common stock 1,656 R — 1,656
Mutual funds 115,138 — — 115,138
Total investments in the fair value hierarchy 116,853 —  — 116,853
Investments measured at net asset value*
Collective funds n/a n/a n/a 19,737
Total investments $116,853 $§ —$ —$136,590

* In accordance with ASC 820, certain investments that are measured at fair value using the net asset value per share
(or its equivalent) practical expedient have not been classified in the fair value hierarchy. The fair value amounts
presented in this table are intended to permit reconciliation of the fair value hierarchy to the amounts presented in the
Statements of Net Assets Available for Benefits.

Plan management reviews the audited financial statements of the Columbia Trust Stable Income I-0 Fund and
International Growth CI I Fund, in addition to details of the insurance contracts (such as, but not limited to, rate of
return, market to book ratio, and the insurance carrier ratings) in which it invests, to assess the reasonableness of its
net asset value. There are no unfunded commitments or redemption clauses.

4. Related-Party and Party-in-Interest Transactions

Certain Plan assets are invested in common stock of Knowles. Knowles, as the Plan sponsor, is also a related party in
accordance with Section 3.14 of ERISA. At December 31, 2017 and 2016, the Plan held 87,994 and 99,078 shares of
Knowles stock, respectively. There were no dividends received by the Plan on these shares for the year ended
December 31, 2017. These transactions also qualify as party-in-interest transactions. Certain Plan investments were
shares of mutual or collective funds managed by the Trustee or companies owned by the Trustee as defined by the
Plan and, therefore, these transactions qualify as party-in-interest transactions. Notes receivable from participants held
by the Plan are also considered party-in-interest transactions.

Certain administrative functions are performed by employees of Knowles. No such employee receives compensation
from the Plan. Other expenses relating to the Plan, including legal and consulting services, are paid directly by

13
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Knowles and subsequently charged to the Plan. Fees or commissions associated with each of the investment options
and certain administrative expenses of the Plan are paid primarily by participants as a deduction from the amount
invested or as an offset to investment earnings.

14
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5. Income Tax Status

The Plan is governed by a master and prototype plan document maintained by the Plan’s record keeper, Wells Fargo
Bank, N.A. Wells Fargo Bank, N.A. received an opinion letter from the Internal Revenue Service on March 31, 2014
concluding that the document is acceptable under Section 401 of the IRC. Pursuant to Rev. Proc. 2011-49, 2011-44
LLR.B. 608, Section 19, Knowles relies upon this letter for the Plan’s favorable tax treatment. Knowles believes that the
Plan is currently designed and is being operated in compliance with the applicable requirements of the IRC in all
material respects. Therefore, Knowles believes that the Plan was qualified and the related trust was tax-exempt as of
the financial statement dates.

U.S. GAAP requires plan management to evaluate tax positions taken by the Plan. The Plan administrator has
analyzed the tax positions taken by the Plan, and has concluded that as of December 31, 2017 and 2016, there are no
uncertain positions taken or expected to be taken that would require recognition of a liability (or asset) or disclosure in
the financial statements. The Plan is subject to routine audits by taxing authorities; however, there are currently no
audits for any tax periods in progress.

6. Delinquent Participant Contributions

Knowles failed to timely remit withheld employee contributions to the Plan on multiple occasions in the aggregate
amount of $141 during the year ended December 31, 2017, resulting in prohibited, or non-exempt, transactions under
Department of Labor ("DOL") Regulation 2510.3-102. The accompanying Schedule of Delinquent Participant
Contributions discloses these transactions in accordance with the DOL's Rules and Regulations for Reporting and
Disclosure under ERISA. The Company will correct these non-exempt transactions during the year ended December
31, 2018 by paying the required corrections to the Trustee to reflect foregone earnings that would have been credited
to participant accounts if the late remittances had been made on a timely basis. Such amounts are not material to the
Plan's financial statements.

7. Subsequent Events
The plan evaluated subsequent events from December 31, 2017 through June 25, 2018, the date these financial
statements were available to be issued. On November 28, 2017, Knowles completed the sale of its Timing Device

Business to Microsemi Corporation. Effective January 1, 2018, the employees of the Timing Device Business no
longer participate in the Plan.

10
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Schedule H, line 4i - Schedule of Assets (Held at End of Year)

December 31, 2017
(in thousands)

(a)(b)

Identity of Issuer, Borrower, Lender,

etc.

Knowles Stock Fund
* Knowles Corporation
* Wells Fargo

Mutual Funds
Goldman Sachs

Hartford Mutual Funds
Hartford Mutual Funds

Invesco

J.P. Morgan
Natixis Funds
Oppenheimer

Pimco

Pimco

T Rowe Price
T Rowe Price
Templeton
Vanguard
Vanguard
Vanguard
Vanguard
Vanguard
Vanguard
Vanguard
Vanguard
Vanguard
Vanguard
Vanguard
Vanguard
Vanguard
Vanguard
Vanguard
Vanguard
Vanguard

Collective Funds

Ameriprise Trust Company

Invesco

Total Investments at Fair Value

(©)

Description of Investment

Knowles Stock Fund
Government Money Market Fund

Small Cap Value Fund

Mid Cap Fund

Small Cap Growth HLS Fund CI IA
Global Real Estate Fund - RS

Mid Cap Value Fund - R6

Loomis Sayles Strategic Income Fund Y
Developing Market Fund - Y
CommodityRealReturn Strategy Fund Institutional
Class

Total Return Fund Inst

Blue Chip Growth

International Discovery Fund I
Foreign Fund - R6

Equity Income Fund Adm

Extended Market Index Adm
Institutional Index

Total International Stock Index AD
Total Bond Market Index Fund Adm
Target Retirement Income Fund
Target Retirement 2015

Target Retirement 2020

Target Retirement 2025

Target Retirement 2030

Target Retirement 2035

Target Retirement 2040

Target Retirement 2045

Target Retirement 2050

Target Retirement 2055

Target Retirement 2060

Target Retirement 2065

Columbia Trust Stable Income
International Growth Cl1 1

Cos

(d
s Fair
Value

$1,290
27

1,644
11,445
5,062
537
2,493
533
306

32

7,303
3,277
151

74
2,228
2,109
32,226
2,573
3,216
4,153
678
9,051
6,827
13,114
6,417
11,242
4,681
2,701
1,387
700

14,185
6,978
$158,644
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Notes Receivable from Participants
* Plan Participants Interest Rates from 3.25% - 7.50%
Maturities through 2046

*  Denotes Party-in-interest to the Plan
**  Cost information is not required for participant-directed investments and therefore is not included

11

2,431

$161,075

17
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Knowles Corporation 401(k) Plan

Schedule H, line 4a - Schedule of Delinquent Participant Contributions
Year Ended December 31, 2017

(in thousands)

Total that constitute
non-exempt prohibited

transactions
Participant Total
contributi Btrlbutlons Contributions fully
transf r1 corrected
rrecte pending

late no outside correction in under
to cor g VECP

o g VECP o PTE
Plan 2002-51
$141 $ -8 —$ 141 $ —

Check here if late participant loan repayments are included: [ ]

12
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SIGNATURE

Pursuant to the requirements of the Securities Exchange Act of 1934, the trustees (or other persons who administer the
employee benefit plan) have duly caused this annual report to be signed on their behalf by the undersigned hereunto
duly authorized.

KNOWLES CORPORATION
401(k) PLAN

Date:June 25, 2018 /s/ Thomas G. Jackson

Thomas G. Jackson
Senior Vice President, General Counsel & Secretary

13
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23.1Consent of Grant Thornton LLLP
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