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LEAR CORPORATION

PART I — FINANCIAL INFORMATION

ITEM 1 — CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

INTRODUCTION TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

We have prepared the condensed consolidated financial statements of Lear Corporation and subsidiaries, without audit, pursuant to the rules and regulations
of the Securities and Exchange Commission. Certain information and footnote disclosures normally included in financial statements prepared in accordance
with accounting principles generally accepted in the United States have been condensed or omitted pursuant to such rules and regulations. We believe that the
disclosures are adequate to make the information presented not misleading when read in conjunction with the financial statements and the notes thereto
included in our Annual Report on Form 10-K, as filed with the Securities and Exchange Commission, for the year ended December 31, 2010.

The financial information presented reflects all adjustments (consisting of normal recurring adjustments) which are, in our opinion, necessary for a fair
presentation of the results of operations, cash flows and financial position for the interim periods presented. These results are not necessarily indicative of a
full year’s results of operations.
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LEAR CORPORATION AND SUBSIDIARIES

CONDENSED CONSOLIDATED BALANCE SHEETS
(In millions, except share data)

         
  October 1,   December 31, 
  2011(2)   2010  
ASSETS         
CURRENT ASSETS:         

Cash and cash equivalents  $ 1,676.5  $ 1,654.1 
Accounts receivable   2,082.3   1,758.4 
Inventories   708.9   554.2 
Other   524.0   418.8 

  
 
  

 
 

Total current assets   4,991.7   4,385.5 
  

 
  

 
 

LONG-TERM ASSETS:         
Property, plant and equipment, net   1,058.1   994.7 
Goodwill   632.0   614.6 
Other   534.1   626.3 

  
 
  

 
 

Total long-term assets   2,224.2   2,235.6 
  

 
  

 
 

Total assets  $ 7,215.9  $ 6,621.1 
  

 

  

 

 

         
LIABILITIES AND EQUITY         
CURRENT LIABILITIES:         

Short-term borrowings  $ —  $ 4.1 
Accounts payable and drafts   2,199.8   1,838.4 
Accrued liabilities   1,042.8   976.0 

  
 
  

 
 

Total current liabilities   3,242.6   2,818.5 
  

 
  

 
 

LONG-TERM LIABILITIES:         
Long-term debt   695.2   694.9 
Other   534.9   538.9 

  
 
  

 
 

Total long-term liabilities   1,230.1   1,233.8 
  

 
  

 
 

EQUITY:         
Series A convertible preferred stock, 100,000,000 shares authorized; 10,896,250 shares issued as of October 1,

2011 and December 31, 2010; and no shares outstanding as of October 1, 2011 and December 31, 2010   —   — 
Common stock, $0.01 par value, 300,000,000 shares authorized; 106,754,019 and 105,498,880 shares issued as of

October 1, 2011 and December 31, 2010, respectively (1)   1.1   1.1 
Additional paid-in capital, including warrants to purchase common stock   2,145.0   2,116.0 
Common stock held in treasury, 4,468,011 and 322,130 shares as of October 1, 2011 and December 31, 2010,

respectively, at cost (1)   (210.8)   (13.4)
Retained earnings   828.7   434.5 
Accumulated other comprehensive loss   (137.5)   (78.0)

  
 
  

 
 

Lear Corporation stockholders’ equity   2,626.5   2,460.2 
Noncontrolling interests   116.7   108.6 

  
 
  

 
 

Equity   2,743.2   2,568.8 
  

 
  

 
 

Total liabilities and equity  $ 7,215.9  $ 6,621.1 
  

 

  

 

 

 

(1)  Share data as of December 31, 2010, has been retroactively adjusted to reflect the two-for-one stock split described in Note 12, “Comprehensive
Income and Equity,” to these condensed consolidated financial statements.

 

(2)  Unaudited.

The accompanying notes are an integral part of these condensed consolidated balance sheets.
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LEAR CORPORATION AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF INCOME
(Unaudited; in millions, except per share data)

                 
  Three Months Ended   Nine Months Ended  
  October 1,   October 2,   October 1,   October 2,  
  2011   2010   2011   2010  
Net sales  $ 3,460.0  $ 2,820.3  $ 10,648.0  $ 8,798.1 
                 
Cost of sales   3,179.5   2,584.5   9,697.5   8,014.7 
Selling, general and administrative expenses   114.9   110.0   351.6   350.7 
Amortization of intangible assets   7.1   7.0   21.1   20.3 
Interest expense   10.9   11.9   24.9   44.2 
Other expense, net   8.5   3.0   5.7   1.5 
  

 
  

 
  

 
  

 
 

                 
Consolidated income before provision for income taxes   139.1   103.9   547.2   366.7 

Provision for income taxes   31.0   5.4   90.7   29.1 
  

 
  

 
  

 
  

 
 

                 
Consolidated net income   108.1   98.5   456.5   337.6 

Less: Net income attributable to noncontrolling interests   7.4   3.2   22.3   16.4 
  

 
  

 
  

 
  

 
 

                 
Net income attributable to Lear  $ 100.7  $ 95.3  $ 434.2  $ 321.2 

  

 

  

 

  

 

  

 

 

                 
Basic net income per share attributable to Lear (1)  $ 0.97  $ 0.92  $ 4.16  $ 3.18 
  

 

  

 

  

 

  

 

 

                 
Diluted net income per share attributable to Lear (1)  $ 0.95  $ 0.88  $ 4.05  $ 2.97 
  

 

  

 

  

 

  

 

 

 

(1)  2010 per share data has been retroactively adjusted to reflect the two-for-one stock split described in Note 12, “Comprehensive Income and Equity,” to
these condensed consolidated financial statements.

The accompanying notes are an integral part of these condensed consolidated statements.

5



Table of Contents

LEAR CORPORATION AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited; in millions)

         
  Nine Months Ended  
  October 1,   October 2,  
  2011   2010  
Cash Flows from Operating Activities:         
Consolidated net income  $ 456.5  $ 337.6 

Adjustments to reconcile consolidated net income to net cash provided by operating activities:         
Depreciation and amortization   189.3   174.3 
Net change in working capital items   (151.9)   (54.9)
Other, net   22.6   (72.9)

  
 
  

 
 

Net cash provided by operating activities   516.5   384.1 
  

 
  

 
 

         
Cash Flows from Investing Activities:         
Additions to property, plant and equipment   (247.7)   (115.3)
Other, net   22.9   2.1 
  

 
  

 
 

Net cash used in investing activities   (224.8)   (113.2)
  

 
  

 
 

         
Cash Flows from Financing Activities:         
Proceeds from the issuance of senior notes   —   694.5 
First lien credit agreement repayments   —   (375.0)
Second lien credit agreement repayments   —   (550.0)
Other long-term debt repayments, net   (1.1)   (9.2)
Short-term debt repayments, net   (4.2)   (33.8)
Payment of debt issuance costs   (4.8)   (17.6)
Repurchase of common stock   (194.2)   — 
Dividends paid to Lear Corporation stockholders   (38.3)   — 
Dividends paid to noncontrolling interests   (18.5)   (13.9)
Other   (3.4)   (3.4)
  

 
  

 
 

Net cash used in financing activities   (264.5)   (308.4)
  

 
  

 
 

         
Effect of foreign currency translation   (4.8)   (3.0)
  

 
  

 
 

         
Net Change in Cash and Cash Equivalents   22.4   (40.5)
Cash and Cash Equivalents as of Beginning of Period   1,654.1   1,554.0 
  

 
  

 
 

Cash and Cash Equivalents as of End of Period  $ 1,676.5  $ 1,513.5 
  

 

  

 

 

         
Changes in Working Capital Items:         
Accounts receivable  $ (342.6)  $ (442.1)
Inventories   (162.6)   (130.3)
Accounts payable   372.3   314.7 
Accrued liabilities and other   (19.0)   202.8 
  

 
  

 
 

Net change in working capital items  $ (151.9)  $ (54.9)
  

 

  

 

 

         
Supplementary Disclosure:         
Cash paid for interest  $ 57.3  $ 56.7 
  

 

  

 

 

Cash paid for income taxes, net  $ 60.9  $ 41.9 
  

 

  

 

 

The accompanying notes are an integral part of these condensed consolidated statements.
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LEAR CORPORATION AND SUBSIDIARIES

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(1) Basis of Presentation

Lear Corporation (“Lear,” and together with its consolidated subsidiaries, the “Company”) and its affiliates design and manufacture complete automotive seat
systems and related components, as well as electrical distribution systems and related components. The Company’s main customers are automotive original
equipment manufacturers. The Company operates facilities worldwide.

On November 9, 2009, Lear and certain of its U.S. and Canadian subsidiaries emerged from bankruptcy proceedings under Chapter 11 of the United States
Bankruptcy Code (“Chapter 11”). In accordance with the provisions of FASB Accounting Standards CodificationTM (“ASC”) 852, “Reorganizations,” Lear
adopted fresh-start accounting upon its emergence from Chapter 11 bankruptcy proceedings and became a new entity for financial reporting purposes as of
November 7, 2009. For further information, see Note 1, “Basis of Presentation,” and Note 2, “Reorganization under Chapter 11,” to the consolidated financial
statements included in the Company’s Annual Report on Form 10-K for the year ended December 31, 2010.

The accompanying condensed consolidated financial statements include the accounts of Lear, a Delaware corporation, and the wholly owned and less than
wholly owned subsidiaries controlled by Lear. In addition, Lear consolidates variable interest entities in which it has a controlling financial interest.
Investments in affiliates in which Lear does not have control, but does have the ability to exercise significant influence over operating and financial policies,
are accounted for under the equity method.

The Company’s annual financial results are reported on a calendar year basis and quarterly interim results are reported using a thirteen week reporting
calendar.

Certain amounts in the prior period’s financial statements have been reclassified to conform to the presentation used in the quarter ended October 1, 2011.

Cost of Sales and Selling, General and Administrative Expenses

Cost of sales includes material, labor and overhead costs associated with the manufacture and distribution of the Company’s products. Distribution costs
include inbound freight costs, purchasing and receiving costs, inspection costs, warehousing costs and other costs of the Company’s distribution network.
Selling, general and administrative expenses include selling, engineering and development and administrative costs not directly associated with the
manufacture and distribution of the Company’s products.

(2) Restructuring Activities

In 2005, the Company initiated a multi-year operational restructuring strategy to (i) eliminate excess capacity and lower the operating costs of the Company,
(ii) streamline the Company’s organizational structure and reposition its business for improved long-term profitability and (iii) better align the Company’s
manufacturing footprint with the changing needs of its customers. In light of industry conditions and customer announcements, the Company expanded this
strategy, and through the end of 2010, the Company incurred pretax restructuring costs of $736.1 million. The Company expects elevated restructuring actions
and related investments to continue in 2011 and to moderate thereafter.

Restructuring costs include employee termination benefits, fixed asset impairment charges and contract termination costs, as well as other incremental costs
resulting from the restructuring actions. These incremental costs principally include equipment and personnel relocation costs. The Company also incurs
incremental manufacturing inefficiency costs at the operating locations impacted by the restructuring actions during the related restructuring implementation
period. Restructuring costs are recognized in the Company’s consolidated financial statements in accordance with accounting principles generally accepted in
the United States (“GAAP”). Generally, charges are recorded as restructuring actions are approved and/or implemented.

In the first nine months of 2011, the Company recorded charges of $13.3 million in connection with its restructuring actions. These charges consist of
$13.0 million recorded as cost of sales, $0.9 million recorded as selling, general and administrative expenses and $(0.6) million recorded as other expense,
net. The 2011 charges consist of employee termination benefits of $8.8 million, asset impairment charges of $1.0 million and contract termination costs of
$1.9 million, as well as other related restructuring costs of $1.6 million. Employee termination benefits were recorded based on existing union and employee
contracts, statutory requirements and completed negotiations. Asset impairment charges relate to the disposal of buildings, leasehold improvements and
machinery and equipment with carrying values of $1.0 million in excess of related estimated fair values. The Company expects to incur approximately
$65 million of additional restructuring costs related to activities initiated as of October 1, 2011. Although each restructuring action is unique, based upon the
nature of the Company’s operations, the Company expects that the allocation of future restructuring costs will be consistent with historical experience.
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LEAR CORPORATION AND SUBSIDIARIES

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

A summary of 2011 activity is shown below (in millions):
                     
  Accrual as of   2011   Utilization   Accrual as of  
  January 1, 2011  Charges   Cash   Non-cash   October 1, 2011 
Employee termination benefits  $ 38.4  $ 8.8  $ (19.9)  $ —  $ 27.3 
Contract termination costs   3.7   1.9   —   —   5.6 
Asset impairments   —   1.0   —   (1.0)   — 
Other related costs   —   1.6   (1.6)   —   — 
  

 
  

 
  

 
  

 
  

 
 

Total  $ 42.1  $ 13.3  $ (21.5)  $ (1.0)  $ 32.9 
  

 

  

 

  

 

  

 

  

 

 

(3) Inventories

Inventories are stated at the lower of cost or market. Cost is determined using the first-in, first-out method. Finished goods and work-in-process inventories
include material, labor and manufacturing overhead costs. A summary of inventories is shown below (in millions):
         
  October 1,   December 31, 
  2011   2010  
Raw materials  $ 565.1  $ 448.6 
Work-in-process   38.3   32.9 
Finished goods   105.5   72.7 
  

 
  

 
 

Inventories  $ 708.9  $ 554.2 
  

 

  

 

 

(4) Pre-Production Costs Related to Long-Term Supply Agreements

The Company incurs pre-production engineering and development (“E&D”) and tooling costs related to the products produced for its customers under long-
term supply agreements. The Company expenses all pre-production E&D costs for which reimbursement is not contractually guaranteed by the customer. In
addition, the Company expenses all pre-production tooling costs related to customer-owned tools for which reimbursement is not contractually guaranteed by
the customer or for which the Company does not have a non-cancelable right to use the tooling. During the first nine months of 2011 and 2010, the Company
capitalized $135.4 million and $99.0 million, respectively, of pre-production E&D costs for which reimbursement is contractually guaranteed by the
customer. In addition, during the first nine months of 2011 and 2010, the Company capitalized $118.8 million and $102.3 million, respectively, of pre-
production tooling costs related to customer-owned tools for which reimbursement is contractually guaranteed by the customer or for which the Company has
a non-cancelable right to use the tooling. These amounts are included in other current and long-term assets in the accompanying condensed consolidated
balance sheets. During the nine months ended October 1, 2011 and October 2, 2010, the Company collected $222.1 million and $191.3 million, respectively,
of cash related to E&D and tooling costs.

The classification of recoverable customer engineering, development and tooling costs related to long-term supply agreements is shown below (in millions):
         
  October 1,   December 31, 
  2011   2010  
Current  $ 122.3  $ 77.9 
Long-term   64.3   75.3 
  

 
  

 
 

Recoverable customer engineering, development and tooling  $ 186.6  $ 153.2 
  

 

  

 

 

(5) Property, Plant and Equipment

Property, plant and equipment is stated at cost; however, as a result of fresh-start accounting, property, plant and equipment was re-measured at fair value as
of November 7, 2009. For further information, see Note 3, “Fresh-Start Accounting,” to the consolidated financial statements included in the Company’s
Annual Report on Form 10-K for the year ended December 31, 2010. Costs associated with the repair and maintenance of the Company’s property, plant and
equipment are expensed as incurred. Costs associated with improvements which extend the life, increase the capacity or improve the efficiency or safety of
the Company’s property, plant and equipment are capitalized and depreciated over the remaining life of the related asset. Depreciable property is depreciated
over the estimated useful lives of the assets, using principally the straight-line method.
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LEAR CORPORATION AND SUBSIDIARIES

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

A summary of property, plant and equipment is shown below (in millions):
         
  October 1,   December 31, 
  2011   2010  
Land  $ 107.8  $ 106.0 
Buildings and improvements   399.8   360.6 
Machinery and equipment   930.0   761.8 
Construction in progress   15.8   5.7 
  

 
  

 
 

Total property, plant and equipment   1,453.4   1,234.1 
Less — accumulated depreciation   (395.3)   (239.4)
  

 
  

 
 

Net property, plant and equipment  $ 1,058.1  $ 994.7 
  

 

  

 

 

Depreciation expense was $56.4 million and $51.7 million in the three months ended October 1, 2011 and October 2, 2010, respectively, and $168.2 million
and $154.0 million in the nine months ended October 1, 2011 and October 2, 2010, respectively.

The Company monitors its long-lived assets for impairment indicators on an ongoing basis in accordance with GAAP. If impairment indicators exist, the
Company performs the required impairment analysis by comparing the undiscounted cash flows expected to be generated by the long-lived assets to the
related net book values. If the net book value exceeds the undiscounted cash flows, an impairment loss is measured and recognized. The Company does not
believe that there were any indicators that would have resulted in additional long-lived asset impairment charges as of October 1, 2011. The Company will,
however, continue to assess the impact of any significant industry events and long-term automotive production estimates on the realization of its long-lived
assets.

(6) Goodwill

A summary of the changes in the carrying amount of goodwill, all of which relates to the seating segment, for the nine months ended October 1, 2011, is
shown below (in millions):
     
Balance as of January 1, 2011  $ 614.6 

Acquisition   15.0 
Foreign currency translation   2.4 

  
 
 

Balance as of October 1, 2011  $ 632.0 
  

 

 

Goodwill is not amortized but is tested for impairment on at least an annual basis. Impairment testing is required more often than annually if an event or
circumstance indicates that an impairment is more likely than not to have occurred. In conducting its impairment testing, the Company compares the fair
value of each of its reporting units to the related net book value. If the net book value of a reporting unit exceeds its fair value, an impairment loss is measured
and recognized. The Company conducts its annual impairment testing as of the first day of its fourth quarter.

The Company does not believe that there were any indicators that would have resulted in goodwill impairment charges as of October 1, 2011. The Company
will, however, continue to assess the impact of any significant industry events and long-term automotive production estimates on its recorded goodwill.

(7) Long-Term Debt

A summary of long-term debt and the related weighted average interest rates is shown below (in millions):
                 
  October 1, 2011   December 31, 2010  
  Long-Term  Weighted Average  Long-Term  Weighted Average 
  Debt   Interest Rate   Debt   Interest Rate  
7.875% Senior Notes due 2018  $ 347.8   8.00% $ 347.7   8.00%
8.125% Senior Notes due 2020   347.4   8.25%  347.2   8.25%
  

 
      

 
     

Long-term debt  $ 695.2      $ 694.9     
  

 

      

 

     

9



Table of Contents

LEAR CORPORATION AND SUBSIDIARIES

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

Senior Notes

The Company’s long-term debt consists of $350 million in aggregate principal amount at maturity of senior unsecured notes due 2018 with a stated coupon
rate of 7.875% (the “2018 Notes”) and $350 million in aggregate principal amount at maturity of senior unsecured notes due 2020 with a stated coupon rate of
8.125% (the “2020 Notes” and together with the 2018 Notes, the “Notes”). The 2018 Notes were priced at 99.276% of par, resulting in a yield to maturity of
8.00%, and the 2020 Notes were priced at 99.164% of par, resulting in a yield to maturity of 8.25%. The Notes were issued on March 26, 2010, and the net
proceeds, together with existing cash on hand, were used to repay in full an aggregate amount of $925.0 million of term loans provided under the Company’s
first and second lien credit agreements.

Interest is payable on the Notes on March 15 and September 15 of each year, beginning September 15, 2010. The 2018 Notes mature on March 15, 2018, and
the 2020 Notes mature on March 15, 2020.

The Notes are senior unsecured obligations. Obligations under the Notes are fully and unconditionally guaranteed, jointly and severally, on a senior unsecured
basis, by certain of Lear’s domestic subsidiaries, which are directly or indirectly 100% owned by Lear (see Note 17, “Supplemental Guarantor Condensed
Consolidating Financial Statements”).

The indenture governing the Notes contains restrictive covenants that, among other things, limit the ability of the Company and its subsidiaries to: (i) incur
additional debt, (ii) pay dividends and make other restricted payments, (iii) create or permit certain liens, (iv) issue or sell capital stock of the Company’s
restricted subsidiaries, (v) use the proceeds from sales of assets and subsidiary stock, (vi) create or permit restrictions on the ability of the Company’s
restricted subsidiaries to pay dividends or make other distributions to the Company, (vii) enter into transactions with affiliates, (viii) enter into sale and
leaseback transactions and (ix) consolidate or merge or sell all or substantially all of the Company’s assets. The foregoing limitations are subject to exceptions
as set forth in the Notes. In addition, if in the future the Notes have an investment grade credit rating from both Moody’s Investors Service and Standard &
Poor’s Ratings Services and no default has occurred and is continuing, certain of these covenants will, thereafter, no longer apply to the Notes for so long as
the Notes have an investment grade credit rating by both rating agencies. The indenture governing the Notes also contains customary events of default. As of
October 1, 2011, the Company was in compliance with all covenants under the indenture governing the Notes.

As discussed above, in 2010, the Company used the net proceeds from the issuance of the Notes, together with existing cash on hand, to repay in full all
amounts outstanding under the term loans provided under the Company’s first and second lien credit agreements. In connection with the issuance of the
Notes, the repayment of the term loans and the related amendments to the first lien credit agreement, the Company recognized a loss on the extinguishment of
debt of $11.8 million in the first quarter of 2010, resulting from the write-off of unamortized debt issuance costs, and paid debt issuance costs of $17.6 million
in the first half of 2010. The debt issuance costs are being amortized over the life of the related debt. The loss on the extinguishment of debt is recorded in
other expense, net. See Note 9, “Other Expense, Net.”

Revolving Credit Facility

On June 17, 2011, the Company entered into an amendment and restatement of its senior secured credit agreement (the “Amended and Restated Credit
Agreement”) to, among other things, (i) extend the maturity of the Company’s existing revolving credit facility from March 18, 2013 to June 17, 2016,
(ii) increase the amount available under its existing revolving credit facility from $110 million to $500 million, (iii) adjust the interest rates payable on
outstanding borrowings, as described below, and (iv) modify the covenants under the existing credit agreement to provide the Company with significant
flexibility with respect to certain actions. In connection with this amendment and restatement, the Company paid debt issuance costs of $4.8 million in the
second quarter of 2011. The revolving credit facility permits borrowings for general corporate and working capital purposes and the issuance of letters of
credit. As of October 1, 2011, there were no borrowings outstanding under the revolving credit facility.

Advances under the revolving credit facility generally bear interest at a variable rate per annum equal to (i) the Eurocurrency Rate (as defined in the Amended
and Restated Credit Agreement) plus an adjustable margin of 1.375% to 3.0% based on the Company’s corporate rating (2.25% as of October 1, 2011),
payable on the last day of each applicable interest period but in no event less frequently than quarterly, or (ii) the Adjusted Base Rate (as defined in the
Amended and Restated Credit Agreement) plus an adjustable margin of 0.375% to 2.0% based on the Company’s corporate rating (1.25% as of October 1,
2011), payable quarterly. A facility fee is payable which ranges from 0.375% to 0.50% of the total amount committed under the revolving credit facility.
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LEAR CORPORATION AND SUBSIDIARIES

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

Obligations under the Amended and Restated Credit Agreement are secured on a first priority basis by a lien on substantially all of the U.S. assets of Lear and
its domestic subsidiaries, as well as 100% of the stock of Lear’s domestic subsidiaries and 65% of the stock of certain of Lear’s foreign subsidiaries. In
addition, obligations under the Amended and Restated Credit Agreement are guaranteed, jointly and severally, on a first priority basis, by certain of Lear’s
domestic subsidiaries, which are directly or indirectly 100% owned by Lear (see Note 17, “Supplemental Guarantor Condensed Consolidating Financial
Statements”).

The Amended and Restated Credit Agreement contains various customary representations, warranties and covenants by the Company, including, without
limitation, (i) covenants regarding maximum leverage and minimum interest coverage, (ii) limitations on fundamental changes involving the Company or its
subsidiaries and (iii) limitations on indebtedness, liens, investments and restricted payments. As of October 1, 2011, the Company was in compliance with all
covenants under the agreement governing the Amended and Restated Credit Agreement.

For further information on the Notes and the revolving credit facility, see Note 8, “Long-Term Debt,” to the consolidated financial statements included in the
Company’s Annual Report on Form 10-K for the year ended December 31, 2010.

(8) Pension and Other Postretirement Benefit Plans

Net Periodic Pension and Other Postretirement Benefit Cost

The components of the Company’s net periodic pension benefit cost are shown below (in millions):
                                 
  Three Months Ended   Nine Months Ended  
  October 1, 2011   October 2, 2010   October 1, 2011   October 2, 2010  
  U.S.   Foreign   U.S.   Foreign   U.S.   Foreign   U.S.   Foreign  
Service cost  $ 0.7  $ 1.7  $ 0.8  $ 1.2  $ 2.2  $ 5.0  $ 2.4  $ 3.5 
Interest cost   5.8   6.4   5.8   5.9   17.5   19.1   17.4   17.7 
Expected return on plan assets   (6.5)   (7.9)   (5.9)   (6.8)   (19.7)   (23.6)   (17.6)   (20.5)
Amortization of actuarial loss   —   0.1   —   —   —   0.2   —   — 
Curtailment loss   —   —   —   3.5   —   —   —   3.5 
Settlement gain   —   —   —   —   (0.1)   —   (0.1)   — 
  

 
  

 
  

 
  

 
  

 
  

 
  

 
  

 
 

Net periodic benefit cost  $ —  $ 0.3  $ 0.7  $ 3.8  $ (0.1)  $ 0.7  $ 2.1  $ 4.2 
  

 

  

 

  

 

  

 

  

 

  

 

  

 

  

 

 

The components of the Company’s net periodic other postretirement benefit cost are shown below (in millions):
                                 
  Three Months Ended   Nine Months Ended  
  October 1, 2011   October 2, 2010   October 1, 2011   October 2, 2010  
  U.S.   Foreign   U.S.   Foreign   U.S.   Foreign   U.S.   Foreign  
Service cost  $ 0.1  $ 0.4  $ 0.2  $ 0.2  $ 0.3  $ 0.8  $ 0.4  $ 0.6 
Interest cost   1.4   0.8   1.3   0.9   4.1   2.8   4.0   2.7 
Amortization of actuarial loss   —   0.1   —   —   0.2   0.1   —   — 
Special termination benefits   —   —   —   —   —   —   —   0.1 
  

 
  

 
  

 
  

 
  

 
  

 
  

 
  

 
 

Net periodic benefit cost  $ 1.5  $ 1.3  $ 1.5  $ 1.1  $ 4.6  $ 3.7  $ 4.4  $ 3.4 
  

 

  

 

  

 

  

 

  

 

  

 

  

 

  

 

 

Contributions

Employer contributions to the Company’s domestic and foreign pension plans for the nine months ended October 1, 2011, were $16.3 million, in aggregate.
The Company expects total contributions of approximately $30 to $35 million to its domestic and foreign pension plans, in aggregate, in 2011. The Company
may elect to make contributions in excess of minimum funding requirements in response to investment performance or changes in interest rates or when the
Company believes that it is financially advantageous to do so and based on its other cash requirements.

Employer contributions to the Company’s defined contribution retirement program for its salaried employees, determined as a percentage of each covered
employee’s eligible compensation, for the nine months ended October 1, 2011, were $9.8 million. The Company expects total contributions of approximately
$13 million to this program in 2011.

11



Table of Contents

LEAR CORPORATION AND SUBSIDIARIES

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

Recent Legislation

In March 2010, the Patient Protection and Affordable Care Act and the Health Care Education and Affordability Reconciliation Act (the “Acts”) were signed
into law. The Acts contain provisions that impact the Company’s accounting for retiree medical benefits. The impact of these provisions was not significant
and was included in the determination of the Company’s other postretirement benefit plan obligation as of December 31, 2010. The Company will continue to
assess the provisions of the Acts and may consider plan amendments to respond to the provisions of the Acts.

(9) Other Expense, Net

Other expense, net includes equity in net income of affiliates, non-income related taxes, foreign exchange gains and losses, gains and losses related to certain
derivative instruments and hedging activities, gains and losses on the sales of assets and other miscellaneous income and expense. A summary of other
expense, net is shown below (in millions):
                 
  Three Months Ended   Nine Months Ended  
  October 1,   October 2,   October 1,   October 2,  
  2011   2010   2011   2010  
Other expense  $ 13.0  $ 12.8  $ 18.4  $ 32.9 
Other income   (4.5)   (9.8)   (12.7)   (31.4)
  

 
  

 
  

 
  

 
 

Other expense, net  $ 8.5  $ 3.0  $ 5.7  $ 1.5 
  

 

  

 

  

 

  

 

 

For the three and nine months ended October 1, 2011, other income includes gains of $1.9 million and $5.8 million, respectively, related to affiliate
transactions. For the three and nine months ended October 1, 2011, other income includes equity in net income of affiliates of $1.7 million and $9.6 million,
respectively.

For the nine months ended October 2, 2010, other expense includes a loss on the extinguishment of debt of $11.8 million, resulting from the write-off of
unamortized debt issuance costs. For the three and nine months ended October 2, 2010, other income includes equity in net income of affiliates of
$8.7 million and $26.5 million, respectively.

(10) Income Taxes

The provision for income taxes was $31.0 million for the third quarter of 2011, representing an effective tax rate of 22.3% on pretax income of
$139.1 million, as compared to $5.4 million for the third quarter of 2010, representing an effective tax rate of 5.2% on pretax income of $103.9 million. The
provision for income taxes was $90.7 million for the nine months ended October 1, 2011, representing an effective tax rate of 16.6% on pretax income of
$547.2 million, as compared to $29.1 million for the nine months ended October 2, 2010, representing an effective tax rate of 7.9% on a pretax income of
$366.7 million.

In the first nine months of 2011, the provision for income taxes was impacted by the level and mix of earnings among tax jurisdictions, tax benefits of
$22.9 million related to the reversal of full valuation allowances on the deferred tax assets of two foreign subsidiaries and an increase in tax expense related to
the phase out of preferential tax holiday rates in several Chinese subsidiaries. The provision was also impacted by a portion of the Company’s restructuring
charges and other expenses, for which no tax benefit was provided as the charges were incurred in certain countries for which no tax benefit is likely to be
realized due to a history of operating losses in those countries. In the first nine months of 2010, the provision for income taxes was impacted by the mix of
earnings among tax jurisdictions, tax benefits of $32.8 million, including interest, related to reductions in recorded tax reserves and net tax benefits of
$3.1 million related to restructuring, the reduction of a valuation allowance in a foreign subsidiary and various other items. The provision was also impacted
by a portion of the Company’s restructuring charges and other expenses, for which no tax benefit was provided as the charges were incurred in certain
countries for which no tax benefit is likely to be realized due to a history of operating losses in those countries. Excluding these items, the effective tax rate in
the first nine months of 2011 and 2010 approximated the U.S. federal statutory income tax rate of 35% adjusted for income taxes on foreign earnings, losses
and remittances, foreign and U.S. valuation allowances, tax credits, income tax incentives and other permanent items.

Further, the Company’s current and future provision for income taxes is significantly impacted by the initial recognition of and changes in valuation
allowances in certain countries, particularly the United States. The Company intends to maintain these allowances until it is more likely than not that the
deferred tax assets will be realized. The Company’s future income taxes will include no tax benefit with respect to losses incurred and no tax expense with
respect to income generated in these countries until the respective valuation allowances are eliminated. Accordingly, income taxes are impacted by the U.S.
and foreign valuation allowances and the mix of earnings among jurisdictions.
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The Company was profitable in the first nine months of 2011 and in 2010 in the United States and in certain international jurisdictions for which it has
provided a full valuation allowance against its deferred tax assets. If the Company continues to experience sustained levels of profitability in the United States
and these international jurisdictions, its assessment of the need for a full valuation allowance with respect to the deferred tax assets in those jurisdictions could
change. Any reduction to a valuation allowance will reduce the Company’s tax expense in the period in which such reduction occurs.

In connection with the Company’s emergence from Chapter 11 bankruptcy proceedings, the Company increased its U.S. net operating loss carryforwards and
retained its capital loss and tax credit carryforwards (collectively, the “Tax Attributes”). However, Internal Revenue Code (“IRC”) Sections 382 and 383
provide an annual limitation with respect to the ability of a corporation to utilize its Tax Attributes, as well as certain built-in-losses, against future U.S.
taxable income in the event of a change in ownership. The Company’s emergence from Chapter 11 bankruptcy proceedings is considered a change in
ownership for purposes of IRC Section 382. The limitation under the IRC is based on the value of the corporation as of the emergence date. As a result, the
Company’s future U.S. taxable income may not be fully offset by the Tax Attributes if such income exceeds its annual limitation, and the Company may incur
a tax liability with respect to such income. In addition, subsequent changes in ownership for purposes of the IRC could further limit the Company’s ability to
use its Tax Attributes.

For further information , see Note 9, “Income Taxes,” to the consolidated financial statements included in the Company’s Annual Report on Form 10-K for
the year ended December 31, 2010.

(11) Net Income Per Share Attributable to Lear

Basic net income per share attributable to Lear was computed using the two-class method by dividing net income attributable to Lear, after deducting
undistributed earnings allocated to participating securities, by the average number of common shares outstanding during the period. Common shares issuable
upon the satisfaction of certain conditions pursuant to a contractual agreement, such as those common shares contemplated as part of the Company’s
emergence from Chapter 11 bankruptcy proceedings, are considered common shares outstanding and are included in the computation of basic net income per
share attributable to Lear. The Company’s preferred shares that were outstanding during a portion of 2010 were considered participating securities. There
were no preferred shares outstanding during 2011 as all of the Company’s remaining preferred shares outstanding were converted into shares of common
stock on November 10, 2010. For the three and nine months ended October 2, 2010, average participating securities outstanding were 2,367,115 and
4,480,401, respectively (such securities were convertible into 4,734,230 and 8,960,802 shares, respectively, of common stock after giving effect to the two-
for-one stock split described in Note 12, “Comprehensive Income and Equity”).

Diluted net income per share attributable to Lear was computed using the treasury stock method by dividing net income attributable to Lear by the average
number of common shares outstanding, including the dilutive effect of common stock equivalents using the average share price during the period.

A summary of information used to compute basic net income per share attributable to Lear is shown below (in millions, except share data):
                 
  Three Months Ended   Nine Months Ended  
  October 1,   October 2,   October 1,   October 2,  
  2011   2010   2011   2010  
Net income attributable to Lear  $ 100.7  $ 95.3  $ 434.2  $ 321.2 
Less: Undistributed earnings allocated to participating securities   —   (4.3)   —   (28.5)
  

 
  

 
  

 
  

 
 

Net income available to Lear common shareholders  $ 100.7  $ 91.0  $ 434.2  $ 292.7 
  

 

  

 

  

 

  

 

 

                 
Average common shares outstanding (1)   103,356,696   99,332,230   104,363,937   91,952,210 
  

 

  

 

  

 

  

 

 

                 
Basic net income per share attributable to Lear (1)  $ 0.97  $ 0.92  $ 4.16  $ 3.18 
  

 

  

 

  

 

  

 

 

 

(1)  2010 share and per share data has been retroactively adjusted to reflect the two-for-one stock split described in Note 12, “Comprehensive Income and
Equity.”

13



Table of Contents

LEAR CORPORATION AND SUBSIDIARIES

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

A summary of information used to compute diluted net income per share attributable to Lear is shown below (in millions, except share data):
                 
  Three Months Ended   Nine Months Ended  
  October 1,   October 2,   October 1,   October 2,  
  2011   2010   2011   2010  
Net income attributable to Lear  $ 100.7  $ 95.3  $ 434.2  $ 321.2 
  

 

  

 

  

 

  

 

 

                 
Average common shares outstanding (1)   103,356,696   99,332,230   104,363,937   91,952,210 
Dilutive effect of common stock equivalents (1)   2,452,053   8,884,432   2,795,339   16,149,572 
  

 
  

 
  

 
  

 
 

Average diluted shares outstanding (1)   105,808,749   108,216,662   107,159,276   108,101,782 
  

 

  

 

  

 

  

 

 

                 
Diluted net income per share attributable to Lear (1)  $ 0.95  $ 0.88  $ 4.05  $ 2.97 
  

 

  

 

  

 

  

 

 

 

(1)  2010 share and per share data has been retroactively adjusted to reflect the two-for-one stock split described in Note 12, “Comprehensive Income and
Equity.”

The Company’s participating securities were convertible into common stock on a two-for-one basis, after giving effect to the two-for-one stock split described
in Note 12, “Comprehensive Income and Equity,” and participated ratably with common stock on dividends. Accordingly, diluted net income per share
attributable to Lear computed using the two-class method produced the same result.

(12) Comprehensive Income and Equity

Comprehensive Income

Comprehensive income is defined as all changes in the Company’s net assets except changes resulting from transactions with stockholders. It differs from net
income in that certain items recorded in equity are included in comprehensive income.

A summary of comprehensive income and reconciliations of equity, Lear Corporation stockholders’ equity and noncontrolling interests for the three and nine
months ended October 1, 2011, is shown below (in millions):
                         
  Three Months Ended October 1, 2011   Nine Months Ended October 1, 2011  
      Attributable           Attributable     
      to Lear Corporation  Non-controlling      to Lear Corporation  Non-controlling 
  Equity   Stockholders   Interests   Equity   Stockholders   Interests  
Beginning equity balance  $ 2,901.9  $ 2,792.7  $ 109.2  $ 2,568.8  $ 2,460.2  $ 108.6 

Stock-based compensation
transactions and other   10.3   10.3   —   25.8   25.8   — 

Repurchase of common stock   (94.2)   (94.2)   —   (194.2)   (194.2)   — 
Dividends declared to Lear

Corporation stockholders   (13.2)   (13.2)   —   (40.0)   (40.0)   — 
Dividends paid to noncontrolling

interests   (0.3)   —   (0.3)   (18.5)   —   (18.5)
Addition to noncontrolling

interests   —   —   —   2.4   —   2.4 
Comprehensive income:                         

Net income   108.1   100.7   7.4   456.5   434.2   22.3 
Other comprehensive income

(loss), net of tax:                         
Defined benefit plan

adjustments   0.1   0.1   —   0.3   0.3   — 
Derivative instruments and

hedging activities   (51.9)   (51.9)   —   (45.0)   (45.0)   — 
Foreign currency translation

adjustments   (117.6)   (118.0)   0.4   (12.9)   (14.8)   1.9 
  

 
  

 
  

 
  

 
  

 
  

 
 

Other comprehensive income
(loss)   (169.4)   (169.8)   0.4   (57.6)   (59.5)   1.9 

  
 
  

 
  

 
  

 
  

 
  

 
 

Comprehensive income (loss)   (61.3)   (69.1)   7.8   398.9   374.7   24.2 
  

 
  

 
  

 
  

 
  

 
  

 
 

Ending equity balance  $ 2,743.2  $ 2,626.5  $ 116.7  $ 2,743.2  $ 2,626.5  $ 116.7 
  

 

  

 

  

 

  

 

  

 

  

 

 

In the three months ended October 1, 2011, foreign currency translation adjustments relate primarily to the Euro.
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A summary of comprehensive income and reconciliations of equity, Lear Corporation stockholders’ equity and noncontrolling interests for the three and nine
months ended October 2, 2010, is shown below (in millions):
                         
  Three Months Ended October 2, 2010   Nine Months Ended October 2, 2010  
      Attributable           Attributable     
      to Lear Corporation  Non-controlling      to Lear Corporation  Non-controlling 
  Equity   Stockholders   Interests   Equity   Stockholders   Interests  
Beginning equity balance  $ 2,322.5  $ 2,214.5  $ 108.0  $ 2,181.8  $ 2,089.1  $ 92.7 

Stock-based compensation
transactions and other   4.0   4.0   —   13.1   13.1   — 

Dividends paid to noncontrolling
interests   (9.3)   —   (9.3)   (13.9)   —   (13.9)

Transaction with affiliates   —   —   —   6.5   —   6.5 
Comprehensive income:                         

Net income   98.5   95.3   3.2   337.6   321.2   16.4 
Other comprehensive income

(loss), net of tax:                         
Defined benefit plan

adjustments   (1.9)   (1.9)   —   (2.1)   (2.1)   — 
Derivative instruments and

hedging activities   3.5   3.5   —   3.7   3.7   — 
Foreign currency translation

adjustments   120.7   119.0   1.7   11.3   9.4   1.9 
  

 
  

 
  

 
  

 
  

 
  

 
 

Other comprehensive income   122.3   120.6   1.7   12.9   11.0   1.9 
  

 
  

 
  

 
  

 
  

 
  

 
 

Comprehensive income   220.8   215.9   4.9   350.5   332.2   18.3 
  

 
  

 
  

 
  

 
  

 
  

 
 

Ending equity balance  $ 2,538.0  $ 2,434.4  $ 103.6  $ 2,538.0  $ 2,434.4  $ 103.6 
  

 

  

 

  

 

  

 

  

 

  

 

 

In the three months ended October 2, 2010, foreign currency translation adjustments relate primarily to the Euro.

Lear Corporation Stockholders’ Equity

Common Stock Share Repurchase Program — On February 16, 2011, the Company’s Board of Directors authorized a three year, $400 million common stock
share repurchase program. Under this program, the Company may repurchase shares of its outstanding common stock from time to time in open market or
privately negotiated transactions at prices, times and amounts to be determined by the Company. The common stock repurchase authorization expires on
February 16, 2014. In the first nine months of 2011, the Company repurchased 4,082,523 shares of its outstanding common stock at an average purchase price
of $47.57 per share, excluding commissions, (shares and price per share have been retroactively adjusted to reflect the two-for-one stock split discussed
below) for an aggregate purchase price of $194.2 million and may repurchase an additional $205.8 million in shares of its outstanding common stock under
this program. The extent to which the Company will repurchase its outstanding common stock and the timing of such repurchases will depend upon its
financial condition, prevailing market conditions, alternative uses of capital and other factors. In addition, the Company’s amended and restated credit facility
and indentures governing the Notes place certain limitations on the repurchase of common shares.

In addition to shares repurchased under the Company’s common stock share repurchase program described above, the Company classified shares withheld
from the settlement of the Company’s restricted stock unit awards to cover minimum tax withholding requirements as common stock held in treasury in the
accompanying condensed consolidated balance sheets as of October 1, 2011 and December 31, 2010.

Stock Split — On February 16, 2011, the Company’s Board of Directors declared a two-for-one stock split of the Company’s common stock. On March 17,
2011, as a result of the stock split, stockholders of record as of the close of business on March 4, 2011, received one additional share of common stock for
every one share of the common stock held by the stockholders of record. The Company recorded a transfer from additional paid-in-capital to common stock
of $0.5 million, representing $0.01 par value of each share of common stock issued. In addition, as a result of the stock split, warrant holders are entitled to
exercise each warrant for two shares of common stock at an exercise price of $0.005 per share of common stock. Except as otherwise expressly stated, all
issued common stock shares and per share amounts presented in the accompanying condensed consolidated financial statements have been retroactively
adjusted to reflect the stock split for all periods presented.

Quarterly Dividend — The Company’s Board of Directors declared quarterly cash dividends of $0.125 per share of common stock in the first, second and
third quarters of 2011. Declared dividends totaled $40.0 million, in aggregate, of which $38.3 million was paid in 2011. Dividends payable on common shares
to be distributed under the Company’s stock-based compensation program and common
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shares contemplated as part of the Company’s emergence from Chapter 11 bankruptcy proceedings will be paid when such common shares are distributed.

Noncontrolling Interests

In the nine months ended October 1, 2011, addition to noncontrolling interests reflects the acquisition of a controlling interest in an affiliate previously
accounted for under the equity method. In the nine months ended October 2, 2010, transaction with affiliates reflects the sale of noncontrolling interests in
two previously wholly owned subsidiaries.

(13) Legal and Other Contingencies

As of October 1, 2011 and December 31, 2010, the Company had recorded reserves for pending legal disputes, including commercial disputes and other
matters, of $17.2 million and $23.4 million, respectively. Such reserves reflect amounts recognized in accordance with GAAP and typically exclude the cost
of legal representation. Product liability and warranty reserves are recorded separately from legal reserves, as described below.

On October 5, 2011, a plaintiff filed a putative class action complaint in United States district court against the Company and several other global suppliers of
automotive wire harnesses alleging violations of federal and state antitrust and related laws. Since that time, several other plaintiffs have filed substantially
similar class action complaints against the Company and these and other suppliers and individuals, and it is possible that additional similar lawsuits may be
filed in the future. Plaintiffs claim that they are indirect purchasers of automotive wire harnesses supplied by the Company and/or the other defendants in
vehicles purchased or leased by the plaintiffs for personal use or for resale. The complaints allege that the defendants conspired to fix prices at which
automotive wire harnesses were sold and that this had an anticompetitive effect upon interstate commerce in the United States. The complaints further allege
that defendants fraudulently concealed their alleged conspiracy. The plaintiffs in these proceedings seek injunctive relief and recovery of an unspecified
amount of damages, as well as costs and expenses relating to the proceedings, including attorneys’ fees. One plaintiff has filed a motion with the Judicial
Panel on Multidistrict Litigation requesting that these separate civil proceedings be consolidated into one proceeding before the U.S. District Court for the
Eastern District of Michigan. Responses to this motion are due in November 2011. The ultimate outcome of this litigation, and consequently, an estimate of
the possible loss, if any, related to this litigation cannot reasonably be determined at this time. However, the Company believes the plaintiffs’ allegations
against it are without merit and intends to vigorously defend itself in these proceedings.

Commercial Disputes

The Company is involved from time to time in legal proceedings and claims, including, without limitation, commercial or contractual disputes with its
customers, suppliers and competitors. These disputes vary in nature and are usually resolved by negotiations between the parties.

Product Liability and Warranty Matters

In the event that use of the Company’s products results in, or is alleged to result in, bodily injury and/or property damage or other losses, the Company may
be subject to product liability lawsuits and other claims. Such lawsuits generally seek compensatory damages, punitive damages and attorney fees and costs.
In addition, the Company is a party to warranty-sharing and other agreements with certain of its customers related to its products. These customers may
pursue claims against the Company for contribution of all or a portion of the amounts sought in connection with product liability and warranty claims. The
Company can provide no assurance that it will not experience material claims in the future or that it will not incur significant costs to defend such claims. In
addition, if any of the Company’s products are, or are alleged to be, defective, the Company may be required or requested by its customers to participate in a
recall or other corrective action involving such products. Certain of the Company’s customers have asserted claims against the Company for costs related to
recalls or other corrective actions involving its products.

In certain instances, allegedly defective products may be supplied by tier 2 suppliers. The Company may seek recovery from its suppliers of materials or
services included within the Company’s products that are associated with product liability and warranty claims. The Company carries insurance for certain
legal matters, including product liability claims, but such coverage may be limited. The Company does not maintain insurance for product warranty or recall
matters. Future dispositions with respect to the Company’s product liability claims that were subject to compromise under the Chapter 11 bankruptcy
proceedings will be satisfied out of a common stock and warrant reserve established for that purpose.

The Company records product warranty reserves based on its individual customer agreements. Product warranty reserves are recorded for known warranty
issues when liability for such issues is probable and related amounts are reasonably estimable.
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A summary of the changes in reserves for product liability and warranty claims for the nine months ended October 1, 2011, is shown below (in millions):
     
Balance as of January 1, 2011  $ 43.6 

Expense, net (including changes in estimates)   1.5 
Settlements   (5.8)
Foreign currency translation and other   0.7 

  
 
 

Balance as of October 1, 2011  $ 40.0 
  

 

 

Environmental Matters

The Company is subject to local, state, federal and foreign laws, regulations and ordinances which govern activities or operations that may have adverse
environmental effects and which impose liability for clean-up costs resulting from past spills, disposals or other releases of hazardous wastes and
environmental compliance. The Company’s policy is to comply with all applicable environmental laws and to maintain an environmental management
program based on ISO 14001 to ensure compliance with this standard. However, the Company currently is, has been and in the future may become the subject
of formal or informal enforcement actions or procedures.

The Company has been named as a potentially responsible party at several third-party landfill sites and is engaged in the cleanup of hazardous waste at certain
sites owned, leased or operated by the Company, including several properties acquired in its 1999 acquisition of UT Automotive, Inc. (“UT Automotive”).
Certain present and former properties of UT Automotive are subject to environmental liabilities which may be significant. The Company obtained agreements
and indemnities with respect to certain environmental liabilities from United Technologies Corporation (“UTC”) in connection with its acquisition of UT
Automotive. UTC manages and directly funds these environmental liabilities pursuant to its agreements and indemnities with the Company.

As of October 1, 2011 and December 31, 2010, the Company had recorded environmental reserves of $2.9 million and $2.7 million, respectively. While the
Company does not believe that the environmental liabilities associated with its current and former properties will have a material adverse impact on its
business, financial condition, results of operations or cash flows, no assurance can be given in this regard.

Other Matters

Although the Company records reserves for legal disputes, product liability and warranty claims and environmental and other matters in accordance with
GAAP, the ultimate outcomes of these matters are inherently uncertain. Actual results may differ significantly from current estimates.

The Company is involved from time to time in various other legal proceedings and claims, including, without limitation, commercial and contractual disputes,
intellectual property matters, personal injury claims, tax claims and employment matters. Although the outcome of any legal matter cannot be predicted with
certainty, the Company does not believe that any of these other legal proceedings or claims in which the Company is currently involved, either individually or
in the aggregate, will have a material adverse impact on its business, financial condition, results of operations or cash flows. However, no assurance can be
given in this regard.

(14) Segment Reporting

The Company has two reportable operating segments: seating, which includes seat systems and related components, such as seat frames, recliner mechanisms,
seat tracks, seat trim covers, headrests and seat foam, and electrical power management systems (“EPMS”), which includes wiring, connectors, junction
boxes and various other components of electrical distribution systems for traditional powertrain vehicles, as well as for hybrid and electric vehicles. The other
category includes unallocated costs related to corporate headquarters, geographic headquarters and the elimination of intercompany activities, none of which
meets the requirements of being classified as an operating segment.

The Company evaluates the performance of its operating segments based primarily on (i) revenues from external customers, (ii) pretax income before interest
and other expense, net (“segment earnings”) and (iii) cash flows, being defined as segment earnings less capital expenditures plus depreciation and
amortization. A summary of revenues from external customers and other financial information by reportable operating segment is shown below (in millions):
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  Three Months Ended October 1, 2011  
  Seating   EPMS   Other   Consolidated 
Revenues from external customers  $ 2,687.8  $ 772.2  $ —  $ 3,460.0 
Segment earnings(1)   169.9   40.6   (52.0)   158.5 
Depreciation and amortization   36.6   25.0   1.9   63.5 
Capital expenditures   56.1   33.7   1.7   91.5 
Total assets   3,919.4   1,313.5   1,983.0   7,215.9 
                 
  Three Months Ended October 2, 2010  
  Seating   EPMS   Other   Consolidated 
Revenues from external customers  $ 2,208.7  $ 611.6  $ —  $ 2,820.3 
Segment earnings(1)   139.8   24.3   (45.3)   118.8 
Depreciation and amortization   36.2   20.9   1.6   58.7 
Capital expenditures   24.1   13.4   1.4   38.9 
Total assets   3,633.3   1,098.1   1,904.9   6,636.3 
                 
  Nine Months Ended October 1, 2011  
  Seating   EPMS   Other   Consolidated 
Revenues from external customers  $ 8,272.7  $ 2,375.3  $ —  $ 10,648.0 
Segment earnings(1)   601.8   133.2   (157.2)   577.8 
Depreciation and amortization   111.7   72.1   5.5   189.3 
Capital expenditures   135.5   107.9   4.3   247.7 
Total assets   3,919.4   1,313.5   1,983.0   7,215.9 
                 
  Nine Months Ended October 2, 2010  
  Seating   EPMS   Other   Consolidated 
Revenues from external customers  $ 6,929.7  $ 1,868.4  $ —  $ 8,798.1 
Segment earnings(1)   496.7   73.4   (157.7)   412.4 
Depreciation and amortization   107.6   62.1   4.6   174.3 
Capital expenditures   71.1   40.0   4.2   115.3 
Total assets   3,633.3   1,098.1   1,904.9   6,636.3 

 

(1)  See definition above.

For the three months ended October 1, 2011, segment earnings include restructuring charges (credits) of $8.6 million, $0.8 million and ($0.1) million in the
seating and EPMS segments and in the other category, respectively. For the nine months ended October 1, 2011, segment earnings include restructuring
charges of $12.0 million and $1.9 million in the seating and EPMS segments, respectively. For the three months ended October 2, 2010, segment earnings
include restructuring charges of $24.0 million, $1.0 million and $0.6 million in the seating and EPMS segments and in the other category, respectively. For the
nine months ended October 2, 2010, segment earnings include restructuring charges of $32.9 million, $15.2 million and $1.8 million in the seating and EPMS
segments and in the other category, respectively. See Note 2, “Restructuring Activities.”

A reconciliation of consolidated segment earnings to consolidated income before provision for income taxes is shown below (in millions):

18



Table of Contents

LEAR CORPORATION AND SUBSIDIARIES

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

                 
  Three Months Ended   Nine Months Ended  
  October 1,   October 2,   October 1,   October 2,  
  2011   2010   2011   2010  
Segment earnings  $ 158.5  $ 118.8  $ 577.8  $ 412.4 
Interest expense   10.9   11.9   24.9   44.2 
Other expense, net   8.5   3.0   5.7   1.5 
  

 
  

 
  

 
  

 
 

Consolidated income before provision for income taxes  $ 139.1  $ 103.9  $ 547.2  $ 366.7 
  

 

  

 

  

 

  

 

 

(15) Financial Instruments

The carrying values of the Company’s debt instruments vary from their fair values. The fair values were determined by reference to the quoted market prices
of these securities. As of October 1, 2011, the aggregate carrying value of the Company’s Notes was $695.2 million, as compared to an estimated aggregate
fair value of $742.0 million. As of December 31, 2010, the aggregate carrying value of the Company’s Notes was $694.9 million, as compared to an estimated
aggregate fair value of $755.6 million.

Derivative Instruments and Hedging Activities

The Company has used derivative financial instruments, including forwards, futures, options, swaps and other derivative contracts to reduce the effects of
fluctuations in foreign exchange rates, interest rates and commodity prices and the resulting variability of the Company’s operating results. The Company is
not a party to leveraged derivatives. On the date that a derivative contract is entered into, the Company designates the derivative as either (1) a hedge of a
recognized asset or liability or of an unrecognized firm commitment (a fair value hedge), (2) a hedge of a forecasted transaction or of the variability of cash
flows to be received or paid related to a recognized asset or liability (a cash flow hedge) or (3) a hedge of a net investment in a foreign operation (a net
investment hedge).

Foreign exchange — The Company uses forward foreign exchange, futures and option contracts to reduce the effect of fluctuations in foreign exchange rates
on known foreign currency exposures. Gains and losses on the derivative instruments are intended to offset gains and losses on the hedged transaction in an
effort to reduce the earnings volatility resulting from fluctuations in foreign exchange rates. Currently, the principal currencies hedged by the Company
include the Mexican peso, various European currencies and the Chinese renminbi. Forward foreign exchange, futures and option contracts are accounted for
as cash flow hedges when the hedged item is a forecasted transaction or relates to the variability of cash flows to be received or paid. As of October 1, 2011
and December 31, 2010, contracts designated as cash flow hedges with $509.4 million and $174.7 million, respectively, of notional amount were outstanding
with maturities of less than 18 months and 12 months, respectively. As of October 1, 2011 and December 31, 2010, the fair value of these contracts was
approximately ($45.6) million and ($1.3) million, respectively. As of October 1, 2011 and December 31, 2010, other foreign currency derivative contracts that
did not qualify for hedge accounting with $57.0 million and $140.6 million, respectively, of notional amount were outstanding. These foreign currency
derivative contracts consist principally of hedges of cash transactions of up to three months, hedges of intercompany loans and hedges of certain other balance
sheet exposures. As of October 1, 2011 and December 31, 2010, the fair value of these contracts was $0.7 million and $0.4 million, respectively.

The fair value of outstanding foreign currency derivative contracts and the related classification in the accompanying condensed consolidated balance sheets
as of October 1, 2011 and December 31, 2010, are shown below (in millions):
         
  October 1,   December 31, 
  2011   2010  
Contracts qualifying for hedge accounting:         

Other current assets  $ 0.6  $ 0.2 
Other current liabilities   (37.5)   (1.5)
Other long-term liabilities   (8.7)   — 

  
 
  

 
 

   (45.6)   (1.3)
  

 
  

 
 

Contracts not qualifying for hedge accounting:         
Other current assets   1.0   0.7 
Other current liabilities   (0.3)   (0.3)

  
 
  

 
 

   0.7   0.4 
  

 
  

 
 

  $ (44.9)  $ (0.9)
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Pretax amounts related to foreign currency derivative contracts that were recognized in and reclassified from accumulated other comprehensive loss are
shown below (in millions):
                 
  Three Months Ended   Nine Months Ended  
  October 1,   October 2,   October 1,   October 2,  
  2011   2010   2011   2010  
Contracts qualifying for hedge accounting:                 

Gains (losses) recognized in accumulated other comprehensive loss  $ (55.2)  $ 5.7  $ (45.8)  $ 10.5 
(Gains) losses reclassified from accumulated other comprehensive loss   3.9   (2.2)   1.6   (6.8)

  
 
  

 
  

 
  

 
 

Comprehensive income (loss)  $ (51.3)  $ 3.5  $ (44.2)  $ 3.7 
  

 

  

 

  

 

  

 

 

For the three and nine months ended October 1, 2011, net sales includes losses of ($0.8) million and ($1.0) million, respectively, reclassified from
accumulated other comprehensive loss related to foreign currency derivative contracts. For the three and nine months ended October 1, 2011, cost of sales
includes losses of ($3.1) million and ($0.6) million, respectively, reclassified from accumulated other comprehensive loss related to foreign currency
derivative contracts. For the three and nine months ended October 2, 2010, net sales includes losses of ($0.5) million and ($0.2) million, respectively,
reclassified from accumulated other comprehensive loss related to foreign currency derivative contracts. For the three and nine months ended October 2,
2010, cost of sales includes gains of $2.7 million and $7.0 million, respectively, reclassified from accumulated other comprehensive loss related to foreign
currency derivative contracts.

Interest rate — Historically, the Company used interest rate swap and other derivative contracts to manage its exposure to fluctuations in interest rates.
Interest rate swap and other derivative contracts which fix the interest payments of certain variable rate debt instruments or fix the market rate component of
anticipated fixed rate debt instruments were accounted for as cash flow hedges. Interest rate swap contracts which hedge the change in fair value of certain
fixed rate debt instruments were accounted for as fair value hedges. As of October 1, 2011 and December 31, 2010, there were no interest rate contracts
outstanding. The Company will continue to evaluate, and may use derivative financial instruments, including forwards, futures, options, swaps and other
derivative contracts to manage its exposures to fluctuations in interest rates in the future.

Commodity prices — The Company uses derivative instruments to reduce its exposure to fluctuations in copper prices. These derivative instruments are
utilized to hedge forecasted inventory purchases and to the extent that they qualify and meet hedge accounting criteria, they are accounted for as cash flow
hedges. Commodity swap contracts that are not designated as cash flow hedges are marked to market with changes in fair value recognized immediately in
the condensed consolidated statements of income. See Note 9, “Other Expense, Net.” As of October 1, 2011, commodity swap contracts with $7.0 million of
notional amount were outstanding with maturities of 12 months. As of October 1, 2011, the fair market value of these contracts was ($0.8) million. As of
December 31, 2010, there were no commodity swap contracts outstanding.

The fair value of outstanding commodity swap contracts and the related classification in the accompanying condensed consolidated balance sheet as of
October 1, 2011, are shown below (in millions):
     
  October 1,  
  2011  
Contracts qualifying for hedge accounting:     

Other current liabilities  $ (0.8)
  

 

 

Pretax amounts related to commodity swap contracts that were recognized in and reclassified from accumulated other comprehensive loss are shown below
(in millions):

20



Table of Contents

LEAR CORPORATION AND SUBSIDIARIES

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

         
  October 1, 2011  
  Three Months  Nine Months 
  Ended   Ended  
Contracts qualifying for hedge accounting:         

Losses recognized in accumulated other comprehensive loss  $ (0.7)  $ (0.9)
Losses reclassified from accumulated other comprehensive loss   0.1   0.1 

  
 
  

 
 

Comprehensive loss  $ (0.6)  $ (0.8)
  

 

  

 

 

As of October 1, 2011 and December 31, 2010, net losses of approximately $46.4 million and $1.3 million, respectively, related to the Company’s derivative
instruments and hedging activities were recorded in accumulated other comprehensive loss. During the twelve month period ending October 1, 2012, the
Company expects to reclassify into earnings net losses of approximately $37.7 million recorded in accumulated other comprehensive loss as of October 1,
2011. Such losses will be reclassified at the time that the underlying hedged transactions are realized. For the three and nine months ended October 1, 2011,
other expense, net includes gains (losses) of ($2.1) million and $5.0 million, respectively, related to changes in the fair value of foreign currency derivative
contracts that did not qualify for hedge accounting. For the three and nine months ended October 1, 2011 and October 2, 2010, other gains and losses
recognized in other expense, net in the accompanying condensed consolidated statements of income related to changes in the fair value of cash flow and fair
value hedges excluded from the Company’s effectiveness assessments and the ineffective portion of changes in the fair value of cash flow and fair value
hedges were not material.

Fair Value Measurements

GAAP provides that fair value is an exit price, defined as a market-based measurement that represents the amount that would be received to sell an asset or
paid to transfer a liability in an orderly transaction between market participants. Fair value measurements are based on one or more of the following three
valuation techniques:
     
 

 
Market:

 
This approach uses prices and other relevant information generated by market transactions involving identical or comparable assets or
liabilities.

 

  Income: This approach uses valuation techniques to convert future amounts to a single present value amount based on current market expectations.
 

  Cost:  This approach is based on the amount that would be required to replace the service capacity of an asset (replacement cost).

Further, GAAP prioritizes the inputs and assumptions used in the valuation techniques described above into a three-tier fair value hierarchy as follows:
     
 

 
Level 1:

 
Observable inputs, such as quoted market prices in active markets for identical assets or liabilities that are accessible at the measurement
date.

 

  Level 2: Inputs, other than quoted market prices included in Level 1, that are observable either directly or indirectly for the asset or liability.
 

 
 

Level 3:
 

Unobservable inputs that reflect the entity’s own assumptions about the exit price of the asset or liability. Unobservable inputs may be used if
there is little or no market data for the asset or liability at the measurement date.

The Company discloses fair value measurements and the related valuation techniques and fair value hierarchy level for its assets and liabilities that are
measured or disclosed at fair value.

Items measured at fair value on a recurring basis — Fair value measurements and the related valuation techniques and fair value hierarchy level for the
Company’s assets and liabilities measured or disclosed at fair value on a recurring basis as of October 1, 2011 and December 31, 2010, are shown below (in
millions):
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  October 1, 2011  
      Asset   Valuation           
  Frequency   (Liability)   Technique   Level 1   Level 2   Level 3  
Foreign currency derivative contracts  Recurring  $ (44.9)  Market/Income $ —  $ (44.9)  $ — 
Commodity swap contracts  Recurring  $ (0.8)  Market/Income $ —  $ (0.8)  $ — 
                         
  December 31, 2010  
          Valuation           
  Frequency   Liability   Technique   Level 1   Level 2   Level 3  
Foreign currency derivative contracts  Recurring  $ (0.9)  Market/Income $ —  $ (0.9)  $ — 

The Company determines the fair value of its derivative contracts using quoted market prices to calculate the forward values and then discounts such forward
values to the present value. The discount rates used are based on quoted bank deposit or swap interest rates. If a derivative contract is in a net liability
position, these discount rates are adjusted by an estimate of the credit spread that would be applied by market participants purchasing these contracts from the
Company’s counterparties. To estimate this credit spread, the Company uses significant assumptions and factors other than quoted market rates, which would
result in the classification of its derivative liabilities within Level 3 of the fair value hierarchy, to the extent that such adjustment is necessary. As of
October 1, 2011 and December 31, 2010, there were no derivative contracts that were classified within Level 3 of the fair value hierarchy. In addition, there
were no transfers in or out of Level 3 of the fair value hierarchy during the first half of 2011.

Items measured at fair value on a non-recurring basis — The Company measures certain assets and liabilities at fair value on a non-recurring basis, which are
not included in the table above. As these non-recurring fair value measurements are generally determined using unobservable inputs, these fair value
measurements are classified within Level 3 of the fair value hierarchy. In the first nine months of 2011, there were no significant non-recurring fair value
adjustments.

(16) Accounting Pronouncements

Goodwill Impairment

The Financial Accounting Standards Board (“FASB”) amended ASC 350, “Intangibles — Goodwill and Other,” with Accounting Standards Update (“ASU”)
2010-28, “When to Perform Step 2 of the Goodwill Impairment Test for Reporting Units with Zero or Negative Carrying Amounts.” This update requires that
step 2 of the goodwill impairment test (i.e., measurement and recognition of an impairment loss) be performed if a reporting unit has a carrying value equal to
or less than zero and qualitative factors indicate that it is more likely than not that a goodwill impairment exists. The provisions of this update are effective for
annual reporting periods beginning after December 15, 2010. The Company’s annual goodwill impairment test is conducted as of the first day of its fourth
quarter. The Company does not expect the effects of adoption to be significant.

The FASB amended ASC 350, “Intangibles — Goodwill and Other,” with ASU 2011-08, “Testing Goodwill for Impairment.” This update provides entities
with the option to perform a qualitative assessment of whether it is more likely than not that the fair value of a reporting unit is less than its carrying amount.
If it is more likely than not that the fair value of a reporting unit is less than its carrying amount, the two-step impairment test would be required. Otherwise,
no further goodwill impairment testing would be required. The provisions of this update are effective for annual and interim testing periods beginning after
December 15, 2011; however, early adoption is permitted. The Company expects to adopt the provisions of this ASU in connection with its 2011 annual
goodwill impairment test, conducted as of the first day of its fourth quarter, and does not expect the effects of adoption to be significant.

Business Combinations

The FASB amended ASC 805, “Business Combinations,” with ASU 2010-29, “Disclosure of Supplementary Pro Forma Information for Business
Combinations,” to, among other things, require pro forma revenue and earnings disclosures in comparative financial statements that reflect the results of
operations of the acquired entity as though the business combination had occurred as of the beginning of the prior year. The provisions of this update are
effective for annual reporting periods beginning after December 15, 2010. The Company will evaluate the impact of this update on material future business
combinations.
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Fair Value Measurements

The FASB amended ASC 820, “Fair Value Measurements,” with ASU 2010-06, “Improving Disclosures about Fair Value Measurements,” to require
additional disclosures related to activity within Level 3 of the fair value hierarchy. The provisions of this update are effective for reporting periods beginning
after December 15, 2010. The effects of adoption were not significant. For further information, see Note 15, “Financial Instruments.”

The FASB amended ASC 820, “Fair Value Measurements,” with ASU 2011-04, “Fair Value Measurement (Topic 820) — Amendments to Achieve Common
Fair Value Measurement and Disclosure Requirements in U.S. GAAP and IFRSs.” This update provides converged guidance on how to measure fair value,
which is largely consistent with existing GAAP. This update also requires additional fair value measurement disclosures. The provisions of this update are
effective as of January 1, 2012. The Company is currently evaluating the impact of this update on its financial statement disclosures.

Revenue Recognition

The FASB amended ASC 605, “Revenue Recognition,” with ASU 2009-13, “Revenue Recognition (Topic 605) — Multiple-Deliverable Revenue
Arrangements.” If a revenue arrangement has multiple deliverables, this update requires the allocation of revenue to the separate deliverables based on
relative selling prices. In addition, this update requires additional ongoing disclosures about an entity’s multiple-element revenue arrangements. The
provisions of this update were effective as of January 1, 2011. The effects of adoption were not significant.

Comprehensive Income

The FASB amended ASC 220, “Comprehensive Income,” with ASU 2001-05, “Comprehensive Income (Topic 220) — Presentation of Comprehensive
Income,” which revises the manner in which comprehensive income is presented in an entity’s financial statements. This update requires the presentation of
the components of comprehensive income in either a continuous statement of comprehensive income or in two separate but consecutive financial statements.
The option to present comprehensive income on the statement of stockholders’ equity has been eliminated. The provisions of this update are effective as of
January 1, 2012. The implementation of this update will have no impact on the manner in which the Company accounts for comprehensive income.

Multiemployer Pension Plans

The FASB amended ASC 715-80, “Compensation — Retirement Benefits — Multiemployer Plans,” with ASU 2011-09, “Disclosures about an Employer’s
Participation in a Multiemployer Plan.” This update requires additional qualitative and quantitative disclosures about an employer’s participation in
significant multiemployer plans that offer pension or other postretirement benefits. The provisions of this update are effective for annual reporting periods
ending after December 15, 2011, with early adoption permitted. The Company is currently evaluating the impact of this update on its annual financial
statement disclosures and does not expect the effects of adoption to be significant.
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(17) Supplemental Guarantor Condensed Consolidating Financial Statements
                     
  October 1, 2011  
          Non-        
  Lear   Guarantors  guarantors  Eliminations  Consolidated 
      (Unaudited; in millions)      
ASSETS                     
CURRENT ASSETS:                     

Cash and cash equivalents  $ 800.8  $ 0.2  $ 875.5  $ —  $ 1,676.5 
Accounts receivable   35.5   369.1   1,677.7   —   2,082.3 
Inventories   7.7   259.9   441.3   —   708.9 
Other   105.9   34.5   383.6   —   524.0 

  
 
  

 
  

 
  

 
  

 
 

Total current assets   949.9   663.7   3,378.1   —   4,991.7 
  

 
  

 
  

 
  

 
  

 
 

LONG-TERM ASSETS:                     
Property, plant and equipment, net   90.9   166.1   801.1   —   1,058.1 
Goodwill   23.5   303.9   304.6   —   632.0 
Investments in subsidiaries   781.8   572.4   —   (1,354.2)   — 
Other   108.9   29.4   395.8   —   534.1 

  
 
  

 
  

 
  

 
  

 
 

Total long-term assets   1,005.1   1,071.8   1,501.5   (1,354.2)   2,224.2 
  

 
  

 
  

 
  

 
  

 
 

  $ 1,955.0  $ 1,735.5  $ 4,879.6  $ (1,354.2)  $ 7,215.9 
  

 

  

 

  

 

  

 

  

 

 

LIABILITIES AND EQUITY                     
CURRENT LIABILITIES:                     

Accounts payable and drafts  $ 96.9  $ 556.9  $ 1,546.0  $ —  $ 2,199.8 
Accrued liabilities   99.1   174.4   769.3   —   1,042.8 

  
 
  

 
  

 
  

 
  

 
 

Total current liabilities   196.0   731.3   2,315.3   —   3,242.6 
  

 
  

 
  

 
  

 
  

 
 

LONG-TERM LIABILITIES:                     
Long-term debt   695.2   —   —   —   695.2 
Intercompany accounts, net   (1,710.9)   624.3   1,086.6   —   — 
Other   148.2   102.0   284.7   —   534.9 

  
 
  

 
  

 
  

 
  

 
 

Total long-term liabilities   (867.5)   726.3   1,371.3   —   1,230.1 
  

 
  

 
  

 
  

 
  

 
 

EQUITY:                     
Lear Corporation stockholders’ equity   2,626.5   277.9   1,076.3   (1,354.2)   2,626.5 
Noncontrolling interests   —   —   116.7   —   116.7 

  
 
  

 
  

 
  

 
  

 
 

Equity   2,626.5   277.9   1,193.0   (1,354.2)   2,743.2 
  

 
  

 
  

 
  

 
  

 
 

  $ 1,955.0  $ 1,735.5  $ 4,879.6  $ (1,354.2)  $ 7,215.9 
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(17) Supplemental Guarantor Condensed Consolidating Financial Statements — (continued)
                     
  December 31, 2010  
          Non-        
  Lear   Guarantors  guarantors  Eliminations  Consolidated 
  (In millions)
ASSETS                     
CURRENT ASSETS:                     

Cash and cash equivalents  $ 808.8  $ 0.4  $ 844.9  $ —  $ 1,654.1 
Accounts receivable   37.1   248.4   1,472.9   —   1,758.4 
Inventories   7.5   204.7   342.0   —   554.2 
Other   115.5   10.5   292.8   —   418.8 

  
 
  

 
  

 
  

 
  

 
 

Total current assets   968.9   464.0   2,952.6   —   4,385.5 
  

 
  

 
  

 
  

 
  

 
 

LONG-TERM ASSETS:                     
Property, plant and equipment, net   96.2   154.1   744.4   —   994.7 
Goodwill   23.5   303.9   287.2   —   614.6 
Investments in subsidiaries   599.1   651.3   —   (1,250.4)   — 
Other   194.8   33.6   397.9   —   626.3 

  
 
  

 
  

 
  

 
  

 
 

Total long-term assets   913.6   1,142.9   1,429.5   (1,250.4)   2,235.6 
  

 
  

 
  

 
  

 
  

 
 

  $ 1,882.5  $ 1,606.9  $ 4,382.1  $ (1,250.4)  $ 6,621.1 
  

 

  

 

  

 

  

 

  

 

 

LIABILITIES AND EQUITY                     
CURRENT LIABILITIES:                     

Short-term borrowings  $ —  $ —  $ 4.1  $ —  $ 4.1 
Accounts payable and drafts   97.0   395.3   1,346.1   —   1,838.4 
Accrued liabilities   128.3   161.3   686.4   —   976.0 

  
 
  

 
  

 
  

 
  

 
 

Total current liabilities   225.3   556.6   2,036.6   —   2,818.5 
  

 
  

 
  

 
  

 
  

 
 

LONG-TERM LIABILITIES:                     
Long-term debt   694.9   —   —   —   694.9 
Intercompany accounts, net   (1,645.6)   553.4   1,092.2   —   — 
Other   147.7   100.2   291.0   —   538.9 

  
 
  

 
  

 
  

 
  

 
 

Total long-term liabilities   (803.0)   653.6   1,383.2   —   1,233.8 
  

 
  

 
  

 
  

 
  

 
 

EQUITY:                     
Lear Corporation stockholders’ equity   2,460.2   396.7   853.7   (1,250.4)   2,460.2 
Noncontrolling interests   —   —   108.6   —   108.6 

  
 
  

 
  

 
  

 
  

 
 

Equity   2,460.2   396.7   962.3   (1,250.4)   2,568.8 
  

 
  

 
  

 
  

 
  

 
 

  $ 1,882.5  $ 1,606.9  $ 4,382.1  $ (1,250.4)  $ 6,621.1 
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(17) Supplemental Guarantor Condensed Consolidating Financial Statements — (continued)
                     
  For the Three Months Ended October 1, 2011  
          Non-        
  Lear   Guarantors  guarantors  Eliminations  Consolidated 
      (Unaudited; in millions)      
Net sales  $ 93.1  $ 1,340.2  $ 3,058.9  $ (1,032.2)  $ 3,460.0 
                     
Cost of sales   112.1   1,227.9   2,871.7   (1,032.2)   3,179.5 
Selling, general and administrative expenses   36.7   12.5   65.7   —   114.9 
Amortization of intangible assets   0.3   0.1   6.7   —   7.1 
Intercompany charges   0.5   0.3   (0.8)   —   — 
Interest expense   0.5   6.4   4.0   —   10.9 
Other intercompany (income) expense, net   (78.3)   46.9   31.4   —   — 
Other expense, net   10.8   11.6   (13.9)   —   8.5 
  

 
  

 
  

 
  

 
  

 
 

                     
Consolidated income before provision for income taxes   10.5   34.5   94.1   —   139.1 

Provision for income taxes   4.1   (0.2)   27.1   —   31.0 
Equity in net income of subsidiaries   (94.3)   —   —   94.3   — 
  

 
  

 
  

 
  

 
  

 
 

Consolidated net income   100.7   34.7   67.0   (94.3)   108.1 
Less: Net income attributable to noncontrolling interests   —   —   7.4   —   7.4 
  

 
  

 
  

 
  

 
  

 
 

                     
Net income attributable to Lear  $ 100.7  $ 34.7  $ 59.6  $ (94.3)  $ 100.7 

  

 

  

 

  

 

  

 

  

 

 

                     
  For the Three Months Ended October 2, 2010  
          Non-        
  Lear   Guarantors  guarantors  Eliminations  Consolidated 
      (Unaudited; in millions)      
Net sales  $ 89.5  $ 1,077.4  $ 2,470.3  $ (816.9)  $ 2,820.3 
                     
Cost of sales   107.9   956.7   2,336.8   (816.9)   2,584.5 
Selling, general and administrative expenses   34.3   10.4   65.3   —   110.0 
Amortization of intangible assets   0.4   0.1   6.5   —   7.0 
Intercompany charges   0.4   0.4   (0.8)   —   — 
Interest expense   (4.9)   9.8   7.0   —   11.9 
Other intercompany (income) expense, net   (12.5)   10.8   1.7   —   — 
Other expense, net   (0.3)   (1.3)   4.6   —   3.0 
  

 
  

 
  

 
  

 
  

 
 

                     
Consolidated income before provision for income taxes   (35.8)   90.5   49.2   —   103.9 

Provision for income taxes   (0.7)   —   6.1   —   5.4 
Equity in net income of subsidiaries   (130.4)   (12.6)   —   143.0   — 
  

 
  

 
  

 
  

 
  

 
 

Consolidated net income   95.3   103.1   43.1   (143.0)   98.5 
Less: Net income attributable to noncontrolling interests   —   —   3.2   —   3.2 
  

 
  

 
  

 
  

 
  

 
 

                     
Net income attributable to Lear  $ 95.3  $ 103.1  $ 39.9  $ (143.0)  $ 95.3 
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

(17) Supplemental Guarantor Condensed Consolidating Financial Statements — (continued)
                     
  For the Nine Months Ended October 1, 2011  
          Non-        
  Lear   Guarantors  guarantors  Eliminations  Consolidated 
      (Unaudited; in millions)      
Net sales  $ 272.1  $ 3,918.1  $ 9,546.8  $ (3,089.0)  $ 10,648.0 
                     
Cost of sales   342.0   3,572.1   8,872.4   (3,089.0)   9,697.5 
Selling, general and administrative expenses   116.6   35.9   199.1   —   351.6 
Amortization of intangible assets   0.9   0.3   19.9   —   21.1 
Intercompany charges   3.2   1.2   (4.4)   —   — 
Interest expense   (0.5)   18.0   7.4   —   24.9 
Other intercompany (income) expense, net   (252.9)   137.3   115.6   —   — 
Other expense, net   5.5   13.4   (13.2)   —   5.7 
  

 
  

 
  

 
  

 
  

 
 

                     
Consolidated income before provision for income taxes   57.3   139.9   350.0   —   547.2 

Provision for income taxes   12.6   2.4   75.7   —   90.7 
Equity in net income of subsidiaries   (389.5)   (110.1)   —   499.6   — 
  

 
  

 
  

 
  

 
  

 
 

Consolidated net income   434.2   247.6   274.3   (499.6)   456.5 
Less: Net income attributable to noncontrolling interests   —   —   22.3   —   22.3 
  

 
  

 
  

 
  

 
  

 
 

                     
Net income attributable to Lear  $ 434.2  $ 247.6  $ 252.0  $ (499.6)  $ 434.2 

  

 

  

 

  

 

  

 

  

 

 

                     
  For the Nine Months Ended October 2, 2010  
          Non-        
  Lear   Guarantors  guarantors  Eliminations  Consolidated 
      (Unaudited; in millions)      
Net sales  $ 208.1  $ 3,267.5  $ 7,888.5  $ (2,566.0)  $ 8,798.1 
                     
Cost of sales   267.8   2,934.6   7,378.3   (2,566.0)   8,014.7 
Selling, general and administrative expenses   118.9   39.8   192.0   —   350.7 
Amortization of intangible assets   1.0   0.3   19.0   —   20.3 
Intercompany charges   2.8   1.3   (4.1)   —   — 
Interest expense   (12.0)   34.1   22.1   —   44.2 
Other intercompany (income) expense, net   (86.9)   31.5   55.4   —   — 
Other expense, net   13.2   (8.6)   (3.1)   —   1.5 
  

 
  

 
  

 
  

 
  

 
 

                     
Consolidated income before provision for income taxes   (96.7)   234.5   228.9   —   366.7 

Provision for income taxes   4.3   —   24.8   —   29.1 
Equity in net income of subsidiaries   (422.2)   (79.5)   —   501.7   — 
  

 
  

 
  

 
  

 
  

 
 

Consolidated net income   321.2   314.0   204.1   (501.7)   337.6 
Less: Net income attributable to noncontrolling interests   —   —   16.4   —   16.4 
  

 
  

 
  

 
  

 
  

 
 

                     
Net income attributable to Lear  $ 321.2  $ 314.0  $ 187.7  $ (501.7)  $ 321.2 
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

(17) Supplemental Guarantor Condensed Consolidating Financial Statements — (continued)
                     
  For the Nine Months Ended October 1, 2011  
          Non-        
  Lear   Guarantors  guarantors  Eliminations  Consolidated 
      (Unaudited; in millions)      

Net cash provided by operating activities  $ 132.7  $ 115.6  $ 268.2  $ —  $ 516.5 
Cash Flows from Investing Activities:                     
Additions to property, plant and equipment   (7.5)   (48.5)   (191.7)   —   (247.7)
Other, net   23.6   2.2   (2.9)   —   22.9 
  

 
  

 
  

 
  

 
  

 
 

Net cash used in investing activities   16.1   (46.3)   (194.6)   —   (224.8)
  

 
  

 
  

 
  

 
  

 
 

Cash Flows from Financing Activities:                     
Other long-term debt repayments, net   —   —   (1.1)   —   (1.1)
Short-term debt repayments, net   —   —   (4.2)   —   (4.2)
Payment of debt issuance costs   (4.8)   —   —   —   (4.8)
Repurchase of common stock   (194.2)   —   —   —   (194.2)
Dividends paid to Lear Corporation stockholders   (38.3)   —   —   —   (38.3)
Dividends paid to noncontrolling interests   —   —   (18.5)   —   (18.5)
Other   (3.5)   —   0.1   —   (3.4)
Change in intercompany accounts   84.0   (69.5)   (14.5)   —   — 
  

 
  

 
  

 
  

 
  

 
 

Net cash used in financing activities   (156.8)   (69.5)   (38.2)   —   (264.5)
  

 
  

 
  

 
  

 
  

 
 

Effect of foreign currency translation   —   —   (4.8)   —   (4.8)
  

 
  

 
  

 
  

 
  

 
 

Net Change in Cash and Cash Equivalents   (8.0)   (0.2)   30.6   —   22.4 
Cash and Cash Equivalents as of Beginning of Period   808.8   0.4   844.9   —   1,654.1 
  

 
  

 
  

 
  

 
  

 
 

Cash and Cash Equivalents as of End of Period  $ 800.8  $ 0.2  $ 875.5  $ —  $ 1,676.5 
  

 

  

 

  

 

  

 

  

 

 

                     
  For the Nine Months Ended October 2, 2010  
          Non-        
  Lear   Guarantors  guarantors  Eliminations  Consolidated 
      (Unaudited; in millions)      

Net cash provided by operating activities  $ (68.1)  $ 266.6  $ 185.6  $ —  $ 384.1 
Cash Flows from Investing Activities:                     
Additions to property, plant and equipment   (8.7)   (30.1)   (76.5)   —   (115.3)
Other, net   —   2.1   —   —   2.1 
  

 
  

 
  

 
  

 
  

 
 

Net cash used in investing activities   (8.7)   (28.0)   (76.5)   —   (113.2)
  

 
  

 
  

 
  

 
  

 
 

Cash Flows from Financing Activities:                     
Proceeds from the issuance of senior notes   694.5   —   —   —   694.5 
First lien credit agreement repayments   (375.0)   —   —   —   (375.0)
Second lien credit agreement repayments   (550.0)   —   —   —   (550.0)
Other long-term debt repayments, net   —   —   (9.2)   —   (9.2)
Short-term debt repayments, net   —   —   (33.8)   —   (33.8)
Payment of debt issuance costs   (17.6)   —   —   —   (17.6)
Dividends paid to noncontrolling interests   —   —   (13.9)   —   (13.9)
Other   (3.4)   —   —   —   (3.4)
Change in intercompany accounts   544.1   (238.1)   (306.0)   —   — 
  

 
  

 
  

 
  

 
  

 
 

Net cash used in financing activities   292.6   (238.1)   (362.9)   —   (308.4)
  

 
  

 
  

 
  

 
  

 
 

Effect of foreign currency translation   2.2   (0.5)   (4.7)   —   (3.0)
  

 
  

 
  

 
  

 
  

 
 

Net Change in Cash and Cash Equivalents   218.0   —   (258.5)   —   (40.5)
Cash and Cash Equivalents as of Beginning of Period   584.9   0.1   969.0   —   1,554.0 
  

 
  

 
  

 
  

 
  

 
 

Cash and Cash Equivalents as of End of Period  $ 802.9  $ 0.1  $ 710.5  $ —  $ 1,513.5 
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

(17) Supplemental Guarantor Condensed Consolidating Financial Statements — (continued)

Basis of Presentation — Certain of Lear’s domestic 100% owned subsidiaries (the “Guarantors”) have jointly and severally unconditionally guaranteed, on a
senior unsecured basis, the performance and the full and punctual payment when due, whether at stated maturity, by acceleration or otherwise, of the
Company’s obligations under its revolving credit facility and the indenture governing the Notes, including the Company’s obligations to pay principal,
premium, if any, and interest with respect to the Notes. The Notes consist of $350 million in aggregate principal amount at maturity of 7.875% senior
unsecured notes due 2018 and $350 million in aggregate principal amount at maturity of 8.125% senior unsecured notes due 2020. The Guarantors include
Lear Automotive Dearborn, Inc., Lear Corporation EEDS and Interiors, Lear European Operations Corporation, Lear Mexican Holdings Corporation, Lear
Mexican Seating Corporation, Lear Operations Corporation and Lear Trim L.P. In connection with Company’s Amended and Restated Credit Agreement,
Lear #50 Holdings, LLC, Lear Automotive Manufacturing, LLC, Lear Corporation Global Development, Inc., Lear Mexican Holdings, L.L.C. and Lear South
American Holdings Corporation were released as guarantors. In lieu of providing separate financial statements for the Guarantors, the Company has included
the supplemental guarantor condensed consolidating financial statements above. These financial statements reflect the Guarantors listed above for all periods
presented. Management does not believe that separate financial statements of the Guarantors are material to investors. Therefore, separate financial statements
and other disclosures concerning the Guarantors are not presented.

The 2010 supplemental guarantor condensed consolidating financial statements have been restated to reflect certain changes to the equity investments of the
Guarantors.

Distributions — There are no significant restrictions on the ability of the Guarantors to make distributions to the Company.

Selling, General and Administrative Expenses — Corporate and division selling, general and administrative expenses are allocated to the operating
subsidiaries based on various factors, which estimate usage of particular corporate and division functions, and in certain instances, other relevant factors, such
as the revenues or the number of employees of the Company’s subsidiaries. During the three months ended October 1, 2011 and October 2, 2010, $5.4 million
and $2.2 million, respectively, of selling, general and administrative expenses were allocated from Lear. During the nine months ended October 1, 2011 and
October 2, 2010, $15.6 million and $5.5 million, respectively, of selling, general and administrative expenses were allocated from Lear.

Long-Term Debt of Lear and the Guarantors — A summary of long-term debt of Lear and the Guarantors on a combined basis is shown below (in millions):
         
  October 1,   December 31, 
  2011   2010  
Senior notes  $ 695.2  $ 694.9 
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ITEM 2 — MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS

EXECUTIVE OVERVIEW

We were incorporated in Delaware in 1987 and are a leading tier 1 supplier to the global automotive industry. We supply our products to virtually every major
automotive manufacturer in the world.

We supply automotive manufacturers with complete automotive seat systems and related components, as well as electrical distribution systems and related
components. Our strategy is to focus on our core capabilities, selective vertical integration and investments in technology; leverage our global presence and
expand our low-cost footprint; and enhance and diversify our strong customer relationships through our operational performance.

Industry Overview

Our sales are driven by the number of vehicles produced by the automotive manufacturers, which is ultimately dependent on consumer and fleet demand for
automotive vehicles, and our level of content on specific vehicle platforms, as well as the portion of such content manufactured internally. Automotive sales
and production can be affected by general economic or industry conditions, labor relations issues, fuel prices, regulatory requirements, government initiatives,
trade agreements, the availability and cost of credit and other factors. Our operating results are also significantly impacted by the overall commercial success
of the vehicle platforms for which we supply particular products, as well as the profitability of the products that we supply for these platforms. In addition, it
is possible that customers could elect to manufacture our products internally. The loss of business with respect to any vehicle model for which we are a
significant supplier, or a decrease in the production levels of any such models, could have a material adverse impact on our operating results. In addition,
larger cars and light trucks, as well as vehicle platforms that offer more features and functionality, such as luxury, sport utility and crossover vehicles,
typically have more content and, therefore, tend to have a more significant impact on our operating results.

In recent years, the global automotive industry has undergone major restructuring and consolidation in response to overcapacity, narrow profit margins,
excess debt and the necessary realignment of resources from mature markets to emerging markets. In 2008 and continuing into 2009, the global economic
downturn and associated decline in automotive production (particularly in North America and Europe) represented a ‘turning point’ for the industry.

During this period, industry production in North America and Europe experienced the steepest peak-to-trough declines in history. In North America, industry
production declined over 40% — from a peak of 15.0 million units in 2007 to a trough of 8.6 million units in 2009. In Europe, industry production declined
over 20% — from a peak of 20.2 million units in 2007 to a trough of 15.6 million units in 2009.

The year ended December 31, 2010, saw a significant improvement in industry production volumes globally. This trend continued in the first nine months of
2011. North American industry production increased by approximately 8% and European industry production increased by approximately 5% as compared to
the first nine months of 2010 to 9.6 million units and 13.7 million units, respectively.

The majority of our sales continue to be derived from automotive manufacturers based in North America and Europe. Our financial results are impacted by
changes in our customers’ market share. Our ability to reduce the risks inherent in certain concentrations of business, and thereby maintain our financial
performance in the future, will depend, in part, on our ability to continue to diversify our sales on a customer, product, platform and geographic basis to
reflect the market overall.

Our customers require us to reduce our prices over the life of a vehicle model and, at the same time, assume significant responsibility for the design,
development and engineering of our products. Our financial performance is largely dependent on our ability to achieve product cost reductions through design
enhancement and supply chain management, as well as manufacturing efficiencies and restructuring actions. We also seek to enhance our financial
performance by investing in product development, design capabilities and new product initiatives that respond to the needs of our customers and consumers.
We continually evaluate operational and strategic alternatives to align our business with the changing needs of our customers, improve our business structure
and lower our operating costs.

Our material cost as a percentage of net sales was 68.6% in the first nine months of 2011, as compared to 67.9% in 2010 and 69.0% in 2009. Raw material,
energy and commodity costs have been volatile over the past several years. Unfavorable industry conditions over the last several years also have resulted in
financial distress within our supply base and an increase in the risk of supply disruption. We have developed and implemented strategies to mitigate the
impact of higher raw material, energy and commodity costs, such as the selective in-sourcing of components, the continued consolidation of our supply base,
longer-term purchase
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commitments, financial hedges for certain commodities and the selective expansion of low-cost country sourcing and engineering, as well as value
engineering and product benchmarking. However, these strategies, together with commercial negotiations with our customers and suppliers, typically offset
only a portion of the adverse impact. These costs remain volatile and could have an adverse impact on our operating results in the foreseeable future.

We have assessed the impact on our business of the earthquake and tsunami in Japan that occurred in March 2011. We do not have any production facilities in
Japan, and our sales in Japan have not been significant historically, with sales in Japan representing only 1.6% of total sales in 2010. The earthquake and
tsunami, however, have adversely impacted portions of the automotive industry outside of Japan, leading to intermittent customer production downtime and
continued shortages of certain electronic components. We do not anticipate a material impact on our results of operations for the full year from these events.

See “– Forward-Looking Statements” below and Item 1A, “Risk Factors,” in our Annual Report on Form 10-K for the year ended December 31, 2010, as
supplemented and updated by Part II — Item 1A, “Risk Factors,” in our Quarterly Report on Form 10-Q for the quarter ended April 2, 2011.

Financial Measures

In evaluating our financial condition and operating performance, we focus primarily on earnings, cash flows and return on invested capital. In addition to
maintaining and expanding our business with our existing customers in our more established markets, our expansion plans are focused on emerging markets.
Asia, in particular, continues to present significant growth opportunities, as major global automotive manufacturers implement production expansion plans
and local automotive manufacturers aggressively expand their operations to meet demand in this region. We currently have 20 joint ventures with operations
in Asia, as well as an additional three joint ventures in North America and Europe dedicated to serving Asian automotive manufacturers. In addition, we have
aggressively pursued this strategy by selectively increasing our vertical integration capabilities and expanding our component manufacturing capacity in
Mexico, Eastern Europe, Africa and Asia. Furthermore, we have expanded our low-cost engineering capabilities in China, India and the Philippines.

Our success in generating cash flow will depend, in part, on our ability to manage working capital effectively. Working capital can be significantly impacted
by the timing of cash flows from sales and purchases. Historically, we have generally been successful in aligning our vendor payment terms with our
customer payment terms. However, our ability to continue to do so may be adversely impacted by the unfavorable financial results of our suppliers and
adverse automotive industry conditions, as well as our financial results. In addition, our cash flow is impacted by our ability to manage our inventory and
capital spending effectively. We utilize return on invested capital as a measure of the efficiency with which assets are deployed to increase our earnings.
Improvements in our return on invested capital will depend on our ability to maintain an appropriate asset base for our business and to increase productivity
and operating efficiency.

Operational Restructuring

In 2005, we initiated a multi-year operational restructuring strategy to (i) eliminate excess capacity and lower our operating costs, (ii) streamline our
organizational structure and reposition our business for improved long-term profitability and (iii) better align our manufacturing footprint with the changing
needs of our customers. In light of industry conditions and customer announcements, we expanded this strategy. Through the end of 2010, we incurred pretax
restructuring costs of approximately $736 million and related manufacturing inefficiency charges of $73 million.

In the first nine months of 2011, we incurred additional restructuring costs of approximately $13 million and related manufacturing inefficiency charges of
approximately $1 million as we continue to restructure our global operations and aggressively reduce our costs. Cash expenditures related to our restructuring
actions totaled $22 million in the first nine months of 2011.

Through 2010, our restructuring strategy has resulted in the closure of 44 manufacturing and 11 administrative facilities and a current footprint with more
than 80% of our component facilities and more than 90% of our related employment in 20 low-cost countries. We expect elevated restructuring actions and
related investments to total approximately $100 million in 2011 and to moderate thereafter.

Restructuring costs include employee termination benefits, fixed asset impairment charges and contract termination costs, as well as other incremental costs
resulting from the restructuring actions. These incremental costs principally include equipment and personnel relocation costs. Although each restructuring
action is unique, based upon the nature of our operations, we expect that the allocation of future restructuring costs will be consistent with historical
experience. We also incur incremental manufacturing inefficiency costs at the operating locations impacted by the restructuring actions during the related
restructuring implementation period. Restructuring costs are recognized in our consolidated financial statements in accordance with accounting principles
generally accepted in the
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United States (“GAAP”). Generally, charges are recorded as restructuring actions are approved and/or implemented. Actual costs recorded in our consolidated
financial statements may vary from current estimates.

For further information, see Note 2, “Restructuring Activities,” to the condensed consolidated financial statements included in this Report.

Revolving Credit Facility

In June 2011, we entered into an amended and restated credit agreement, which among other things, increased the amount available under our existing
revolving credit facility to $500 million and extended its maturity to June 17, 2016. For further information, see “— Liquidity and Capital Resources —
Capitalization,” and Note 7, “Long-Term Debt,” to the condensed consolidated financial statements included in this Report.

Share Repurchase Program, Stock Split and Quarterly Cash Dividend

In February 2011, our Board of Directors authorized a three year, $400 million common stock share repurchase program and declared a two-for-one stock
split of our common stock. In February, May and August 2011, our Board of Directors declared a quarterly cash dividend of $0.125 per share of common
stock. For further information, see “— Liquidity and Capital Resources — Capitalization,” and Note 12, “Comprehensive Income and Equity,” to the
condensed consolidated financial statements included in this Report.

Other Matters

In the three and nine months ended October 1, 2011, we recognized gains of $2 million and $6 million, respectively, related to affiliate transactions. In the
three and nine months ended October 1, 2011, we recognized tax benefits of $3 million and $23 million, respectively, primarily related to the reversal of full
valuation allowances on the deferred tax assets of two foreign subsidiaries. In the three and nine months ended October 1, 2011, we recorded a loss, net of
expected insurance recoveries, of approximately $1 million, related to the destruction of assets caused by a fire at one of our European production facilities. In
addition, we will incur incremental costs in the fourth quarter of 2011 due to the loss of this facility; however, we do not anticipate a material impact on our
results of operations for the full year. Any insurance proceeds in excess of the book value of the destroyed assets will be recorded when all contingencies
related to the insurance claim are resolved.

In the nine months ended October 2, 2010, we recognized a loss on the extinguishment of debt of approximately $12 million, resulting from the write-off of
unamortized debt issuance costs in conjunction with the issuance of our senior unsecured notes. In the three months ended October 2, 2010, we recognized tax
benefits of $2 million related to restructuring and the reduction of a valuation allowance in a foreign subsidiary. In the nine months ended October 2, 2010, we
recognized tax benefits of $33 million related to reductions in recorded tax reserves, as well as net tax benefits of $3 million related to restructuring, the
reduction of a valuation allowance in a foreign subsidiary and various other items.

As discussed above, our results for the three and nine months ended October 1, 2011 and October 2, 2010, reflect the following items (in millions):
                 
  Three months ended   Nine months ended  
  October 1,   October 2,   October 1,   October 2,  
  2011   2010   2011   2010  
Costs related to restructuring actions, including manufacturing inefficiencies of

$1 million in the nine months ended October 1, 2011, and $1 million and
$3 million in the three and nine months ended October 2, 2010, respectively  $ 9  $ 27  $ 14  $ 53 

Loss on extinguishment of debt   —   —   —   12 
Gain related to affiliate transactions   (2)   —   (6)   — 
Tax benefits, net   (3)   (2)   (23)   (36)

For further information regarding these items, see Note 2, “Restructuring Activities,” Note 7, “Long-Term Debt,” and Note 10, “Income Taxes,” to the
condensed consolidated financial statements included in this Report.

This section includes forward-looking statements that are subject to risks and uncertainties. For further information regarding other factors that have had, or
may have in the future, a significant impact on our business, financial condition or results of operations, see “— Forward-Looking Statements” below and
Item 1A, “Risk Factors,” in our Annual Report on Form 10-K for the year ended December 31, 2010, as supplemented and updated by Part II — Item 1A,
“Risk Factors,” in our Quarterly Report on Form 10-Q for the quarter ended April 2, 2011.
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RESULTS OF OPERATIONS

A summary of our operating results in millions of dollars and as a percentage of net sales is shown below:
                                 
  Three Months Ended   Nine Months Ended  
  October 1,   October 2,   October 1,   October 2,  
  2011   2010   2011   2010  
Net sales                                 

Seating systems  $ 2,687.8   77.7% $ 2,208.7   78.3% $ 8,272.7   77.7% $ 6,929.7   78.8%
Electrical power

management systems   772.2   22.3   611.6   21.7   2,375.3   22.3   1,868.4   21.2 
  

 
  

 
  

 
  

 
  

 
  

 
  

 
  

 
 

Net sales   3,460.0   100.0   2,820.3   100.0   10,648.0   100.0   8,798.1   100.0 
Cost of sales   3,179.5   91.9   2,584.5   91.6   9,697.5   91.1   8,014.7   91.1 
  

 
  

 
  

 
  

 
  

 
  

 
  

 
  

 
 

Gross profit   280.5   8.1   235.8   8.4   950.5   8.9   783.4   8.9 
Selling, general and

administrative expenses   114.9   3.3   110.0   3.9   351.6   3.3   350.7   4.0 
Amortization of intangible

assets   7.1   0.2   7.0   0.3   21.1   0.2   20.3   0.2 
Interest expense   10.9   0.3   11.9   0.4   24.9   0.2   44.2   0.5 
Other expense, net   8.5   0.3   3.0   0.1   5.7   0.1   1.5   — 
Provision for income taxes   31.0   0.9   5.4   0.2   90.7   0.8   29.1   0.3 
Net income attributable to

noncontrolling interests   7.4   0.2   3.2   0.1   22.3   0.2   16.4   0.2 
  

 
  

 
  

 
  

 
  

 
  

 
  

 
  

 
 

                                 
Net income attributable

to Lear  $ 100.7   2.9% $ 95.3   3.4% $ 434.2   4.1% $ 321.2   3.7%
  

 

  

 

  

 

  

 

  

 

  

 

  

 

  

 

 

Three Months Ended October 1, 2011 vs. Three Months Ended October 2, 2010

Net sales in the third quarter of 2011 were $3.5 billion, as compared to $2.8 billion in the third quarter of 2010, an increase of $640 million or 22.7%. The
impact of new business, improved production volumes on Lear platforms and net foreign exchange rate fluctuations positively impacted net sales by
$280 million, $167 million and $153 million, respectively.

Cost of sales in the third quarter of 2011 was $3.2 billion, as compared to $2.6 billion in the third quarter of 2010. This increase is largely due to the impact of
new business, net foreign exchange rate fluctuations and improved production volumes on Lear platforms and is consistent with the increase in net sales.

Gross profit and gross margin were $281 million and 8.1% in the quarter ended October 1, 2011, as compared to $236 million and 8.4% in the quarter ended
October 2, 2010. The impact of improved production volumes on Lear platforms and new business positively impacted gross profit by $60 million. The
impact of selling price reductions, as well as higher launch and commodity costs, was partially offset by favorable operating performance and the benefit of
operational restructuring actions. In addition, gross profit includes operational restructuring costs of $10 million in the third quarter of 2011, as compared to
$25 million in the third quarter of 2010.

Selling, general and administrative expenses, including engineering and development expenses, were $115 million in the three months ended October 1, 2011,
as compared to $110 million in the three months ended October 2, 2010. The increase in selling, general and administrative expenses was primarily due to
higher compensation-related costs and net foreign exchange rate fluctuations, partially offset by a decrease in engineering and development expenses. As a
percentage of net sales, selling, general and administrative expenses declined to 3.3% in the third quarter of 2011, as compared to 3.9% in the third quarter of
2010, due to the increase in net sales.

Amortization of intangible assets was $7 million in the third quarters of 2011 and 2010.

Interest expense was $11 million in the third quarter of 2011, as compared to $12 million in the third quarter of 2010.

Other expense, net, which includes equity in net income of affiliates, non-income related taxes, foreign exchange gains and losses, gains and losses related to
certain derivative instruments and hedging activities, gains and losses on the sales of assets and other miscellaneous income and expense, was expense of
$9 million in the third quarter of 2011, as compared to $3 million in the third quarter of 2010. The increase in other expense was primarily due to reduced net
income from affiliates.

The provision for income taxes was $31 million for the third quarter of 2011, representing an effective tax rate of 22.3% on pretax income of $139 million, as
compared to $5 million for the third quarter of 2010, representing an effective tax rate of 5.2% on a pretax
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income of $104 million. In the third quarter of 2011, the provision for income taxes was impacted by the level and mix of earnings among tax jurisdictions, a
tax benefit of $3 million related to the reversal of a full valuation allowance on the deferred tax assets of a foreign subsidiary and an increase in tax expense
related to the phase out of preferential tax holiday rates in several Chinese subsidiaries. The provision was also impacted by a portion of our restructuring
charges and other expenses, for which no tax benefit was provided as the charges were incurred in certain countries for which no tax benefit is likely to be
realized due to a history of operating losses in those countries. In the third quarter of 2010, the provision for income taxes was impacted by the mix of
earnings among tax jurisdictions, as well as tax benefits of $2 million related to restructuring and the reduction of a valuation allowance in a foreign
subsidiary. The provision was also impacted by a portion of our restructuring charges and other expenses, for which no tax benefit was provided as the
charges were incurred in certain countries for which no tax benefit is likely to be realized due to a history of operating losses in those countries. Excluding
these items, the effective tax rate in the third quarters of 2011 and 2010 approximated the U.S. federal statutory income tax rate of 35% adjusted for income
taxes on foreign earnings, losses and remittances, foreign and U.S. valuation allowances, tax credits, income tax incentives and other permanent items.

Further, our current and future provision for income taxes is significantly impacted by the initial recognition of and changes in valuation allowances in certain
countries, particularly the United States. We intend to maintain these allowances until it is more likely than not that the deferred tax assets will be realized.
Our future income taxes will include no tax benefit with respect to losses incurred and no tax expense with respect to income generated in these countries
until the respective valuation allowances are eliminated. Accordingly, income taxes are impacted by the U.S. and foreign valuation allowances and the mix of
earnings among jurisdictions.

We were profitable in the first nine months of 2011 and in 2010 in the United States and in certain international jurisdictions for which we have provided a
full valuation allowance against our deferred tax assets. If we continue to experience sustained levels of profitability in the United States and these
international jurisdictions, our assessment of the need for a full valuation allowance with respect to the deferred tax assets in those jurisdictions could change.
Any reduction to a valuation allowance will reduce our tax expense in the period in which such reduction occurs.

Net income attributable to Lear in the third quarter of 2011 was $101 million, or $0.95 per diluted share, as compared to $95 million, or $0.88 per diluted
share, in the third quarter of 2010, for the reasons described above. Net income per share data for 2010 has been retroactively adjusted to reflect the two-for-
one stock split described in “— Liquidity and Capital Resources — Capitalization,” and Note 12, “Comprehensive Income and Equity,” to the condensed
consolidated financial statements included in this Report.

Reportable Operating Segments

We have two reportable operating segments: seating, which includes seat systems and related components, such as seat frames, recliner mechanisms, seat
tracks, seat trim covers, headrests and seat foam, and electrical power management systems (“EPMS”), which includes wiring, connectors, junction boxes and
various other components of electrical distribution systems for traditional powertrain vehicles, as well as for hybrid and electric vehicles. The financial
information presented below is for our two reportable operating segments and our other category for the periods presented. The other category includes
unallocated costs related to corporate headquarters, geographic headquarters and the elimination of intercompany activities, none of which meets the
requirements of being classified as an operating segment. Corporate and geographic headquarters costs include various support functions, such as information
technology, purchasing, corporate finance, legal, executive administration and human resources. Financial measures regarding each segment’s income before
interest expense, other expense, net and provision for income taxes (“segment earnings”) and segment earnings divided by net sales (“margin”) are not
measures of performance under GAAP. Segment earnings and the related margin are used by management to evaluate the performance of our reportable
operating segments. Segment earnings should not be considered in isolation or as a substitute for net income attributable to Lear, net cash provided by
operating activities or other statement of income or cash flow statement data prepared in accordance with GAAP or as measures of profitability or liquidity. In
addition, segment earnings, as we determine it, may not be comparable to related or similarly titled measures reported by other companies. For a
reconciliation of consolidated segment earnings to consolidated income before provision for income taxes, see Note 14, “Segment Reporting,” to the
condensed consolidated financial statements included in this Report.
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Seating

A summary of financial measures for our seating segment is shown below (dollar amounts in millions):
         
  Three months ended  
  October 1,   October 2,  
  2011   2010  
Net sales  $ 2,687.8  $ 2,208.7 
Segment earnings (1)   169.9   139.8 
Margin   6.3%  6.3%

 

(1)  See definition above.

Seating systems net sales were $2.7 billion in the third quarter of 2011, as compared to $2.2 billion in the third quarter of 2010, an increase of $479 million or
21.7%. The impact of new business, net foreign exchange rate fluctuations and improved production volumes on Lear platforms positively impacted net sales
by $237 million, $113 million and $110 million, respectively. Segment earnings, including restructuring costs, and the related margin on net sales were $170
million and 6.3% in the third quarter of 2011, as compared to $140 million and 6.3% in the third quarter of 2010. The benefit of new business, improved
production volumes on Lear platforms and our restructuring and other operating performance actions positively impacted segment earnings by $72 million.
These increases were largely offset by the impact of selling price reductions, as well as higher program development and commodity costs. In addition, in the
third quarter of 2011, we incurred costs of $9 million related to our restructuring actions, as compared to $25 million in the third quarter of 2010.

EPMS

A summary of financial measures for our EPMS segment is shown below (dollar amounts in millions):
         
  Three months ended  
  October 1,   October 2,  
  2011   2010  
Net sales  $ 772.2  $ 611.6 
Segment earnings (1)   40.6   24.3 
Margin   5.3%  4.0%

 

(1)  See definition above.

EPMS net sales were $772 million in the third quarter of 2011, as compared to $612 million in the third quarter of 2010, an increase of $161 million or
26.3%. Improved production volumes on Lear platforms, the impact of new business and net foreign exchange rate fluctuations positively impacted net sales
by $57 million, $43 million and $40 million, respectively. Segment earnings, including restructuring costs, and the related margin on net sales were
$41 million and 5.3% in the third quarter of 2011, as compared to $24 million and 4.0% in the third quarter of 2010. The benefit of our restructuring and other
operating performance actions and improved production volumes on Lear platforms positively impacted segment earnings by $39 million. These increases
were partially offset by the impact of selling price reductions, as well as higher launch and commodity costs.

Other

A summary of financial measures for our other category, which is not an operating segment, is shown below (dollar amounts in millions):
         
  Three months ended  
  October 1,   October 2,  
  2011   2010  
Net sales  $ —  $ — 
Segment earnings (1)   (52.0)   (45.3)
Margin   N/A   N/A 

 

(1)  See definition above.

Our other category includes unallocated corporate and geographic headquarters costs, as well as the elimination of intercompany activity. Corporate and
geographic headquarters costs include various support functions, such as information technology, purchasing, corporate finance, legal, executive
administration and human resources. Segment earnings related to our other category were ($52) million in the third quarter of 2011, as compared to ($45)
million in the third quarter of 2010.
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Nine Months Ended October 1, 2011 vs. Nine Months Ended October 2, 2010

Net sales in the first nine months of 2011 were $10.6 billion, as compared to $8.8 billion in first nine months of 2010, an increase of $1.8 billion or 21.0%.
The impact of new business, improved production volumes on Lear platforms and net foreign exchange rate fluctuations positively impacted net sales by
$705 million, $564 million and $399 million, respectively.

Cost of sales in the first nine months of 2011 was $9.7 billion, as compared to $8.0 billion in the first nine months of 2010. This increase is largely due to the
impact of new business, improved production volumes on Lear platforms and net foreign exchange rate fluctuations and is consistent with the increase in net
sales.

Gross profit and gross margin were $951 million and 8.9% in the nine months ended October 1, 2011, as compared to $783 million and 8.9% in the nine
months ended October 2, 2010. Favorable operating performance and the benefit of operational restructuring actions, as well as improved production volumes
on Lear platforms, positively impacted gross profit by $293 million. The impact of selling price reductions, as well as higher commodity and launch costs,
was partially offset by the impact of new business. In addition, gross profit includes operational restructuring costs of $14 million in the first nine months of
2011, as compared to $47 million in the first nine months of 2010.

Selling, general and administrative expenses, including engineering and development expenses, were $352 million in the nine months ended October 2, 2011,
as compared to $351 million in the nine months ended October 2, 2010. Increased engineering and development expenses and net foreign exchange rate
fluctuations were largely offset by lower compensation-related costs. As a percentage of net sales, selling, general and administrative expenses declined to
3.3% in the first nine months of 2011, as compared to 4.0% in the first nine months of 2010, due to the increase in net sales.

Amortization of intangible assets was $21 million in the first nine months of 2011, as compared to $20 million in the first nine months of 2010.

Interest expense was $25 million in the first nine months of 2011, as compared to $44 million in the first nine months of 2010. This decrease was primarily
due to the refund of interest related to a favorable settlement of an indirect tax matter in a foreign jurisdiction and lower overall debt levels.

Other expense, net, which includes equity in net income of affiliates, non-income related taxes, foreign exchange gains and losses, gains and losses related to
certain derivative instruments and hedging activities, gains and losses on the sales of assets and other miscellaneous income and expense, was $6 million in
the first nine months of 2011, as compared to $2 million in the first nine months of 2010. In the first nine months of 2011, we recognized gains of $6 million
related to affiliate transactions. In the first nine months of 2010, we recognized a loss on the extinguishment of debt of $12 million related to the write-off of
unamortized debt issuance costs. Other expense increased by $17 million between periods due to reduced net income from affiliates.

The provision for income taxes was $91 million for the first nine months of 2011, representing an effective tax rate of 16.6% on pretax income of
$547 million, as compared to $29 million for the first nine months of 2010, representing an effective tax rate of 7.9% on pretax income of $367 million. In the
first nine months of 2011, the provision for income taxes was impacted by the level and mix of earnings among tax jurisdictions, tax benefits of $23 million
related to the reversal of full valuation allowances on the deferred tax assets of two foreign subsidiaries and an increase in tax expense related to the phase out
of preferential tax holiday rates in several Chinese subsidiaries. The provision was also impacted by a portion of our restructuring charges and other expenses,
for which no tax benefit was provided as the charges were incurred in certain countries for which no tax benefit is likely to be realized due to a history of
operating losses in those countries. In the first nine months of 2010, the provision for income taxes was impacted by the mix of earnings among tax
jurisdictions, tax benefits of $33 million, including interest, related to reductions in recorded tax reserves and net tax benefits of $3 million related to
restructuring, the reduction of a valuation allowance in a foreign subsidiary and various other items. The provision was also impacted by a portion of our
restructuring charges and other expenses, for which no tax benefit was provided as the charges were incurred in certain countries for which no tax benefit is
likely to be realized due to a history of operating losses in those countries. Excluding these items, the effective tax rate in the first nine months of 2011 and
2010 approximated the U.S. federal statutory income tax rate of 35% adjusted for income taxes on foreign earnings, losses and remittances, foreign and U.S.
valuation allowances, tax credits, income tax incentives and other permanent items.

For a description of our valuation allowances, see “Three Months Ended October 1, 2011 vs. Three Months Ended October 2, 2010,” above.
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Net income attributable to Lear in the first nine months of 2011 was $434 million, or $4.05 per diluted share, as compared to $321 million, or $2.97 per
diluted share, in the first nine months of 2010, for the reasons described above. Net income per share data for 2010 has been retroactively adjusted to reflect
the two-for-one stock split described in “— Liquidity and Capital Resources — Capitalization,” and Note 12, “Comprehensive Income and Equity,” to the
condensed consolidated financial statements included in this Report.

Reportable Operating Segments

For a description of our reportable operating segments, see “Three Months Ended October 1, 2011 vs. Three Months Ended October 2, 2010 — Reportable
Operating Segments,” above.

Seating

A summary of financial measures for our seating segment is shown below (dollar amounts in millions):
         
  Nine months ended  
  October 1,   October 2,  
  2011   2010  
Net sales  $ 8,272.7  $ 6,929.7 
Segment earnings (1)   601.8   496.7 
Margin   7.3%  7.2%

 

(1)  See definition above.

Seating systems net sales were $8.3 billion in the first nine months of 2011, as compared to $6.9 billion in the first nine months of 2010, an increase of
$1.3 billion or 19.4%. The impact of new business, net foreign exchange rate fluctuations and improved production volumes on Lear platforms positively
impacted net sales by $622 million, $303 million and $301 million, respectively. Segment earnings, including restructuring costs, and the related margin on
net sales were $602 million and 7.3% in the first nine months of 2011, as compared to $497 million and 7.2% in the first nine months of 2010. The benefit of
our restructuring and other operating performance actions, as well as the impact of new business and improved production volumes on Lear platforms,
positively impacted segment earnings by $250 million. These increases were largely offset by the impact of selling price reductions, as well as higher
program development and commodity costs. In addition, in the first nine months of 2011, we incurred costs of $13 million related to our restructuring actions,
as compared to $35 million in 2010.

EPMS

A summary of financial measures for our EPMS segment is shown below (dollar amounts in millions):
         
  Nine months ended  
  October 1,   October 2,  
  2011   2010  
Net sales  $ 2,375.3  $ 1,868.4 
Segment earnings (1)   133.2   73.4 
Margin   5.6%  3.9%

 

(1)  See definition above.

EPMS net sales were $2.4 billion in the first nine months of 2011, as compared to $1.9 billion in the first nine months of 2010, an increase of $507 million or
27.1%. Improved production volumes on Lear platforms positively impacted net sales by $263 million. Net sales also benefited from the impact of new
business and net foreign exchange rate fluctuations. Segment earnings, including restructuring costs, and the related margin on net sales were $133 million
and 5.6% in the first nine months of 2011, as compared to $73 million and 3.9% in the first nine months of 2010. The benefit of our restructuring and other
performance actions and improved production volumes on Lear platforms positively impacted segment earnings by $127 million. These increases were
partially offset by the impact of higher launch and commodity costs, as well as selling price reductions. In addition, in the first nine months of 2011, we
incurred costs of $2 million related to our restructuring actions, as compared to $17 million in 2010.

37



Table of Contents

LEAR CORPORATION

Other

A summary of financial measures for our other category, which is not an operating segment, is shown below (dollar amounts in millions):
         
  Nine months ended  
  October 1,   October 2,  
  2011   2010  
Net sales  $ —  $ — 
Segment earnings (1)   (157.2)   (157.7)
Margin   N/A   N/A 

 

(1)  See definition above.

Our other category includes unallocated corporate and geographic headquarters costs, as well as the elimination of intercompany activity. Corporate and
geographic headquarters costs include various support functions, such as information technology, purchasing, corporate finance, legal, executive
administration and human resources. Segment earnings related to our other category were ($157) million in the first nine months of 2011, as compared to
($158) million in the first nine months of 2010.

LIQUIDITY AND CAPITAL RESOURCES

Our primary liquidity needs are to fund general business requirements, including working capital requirements, capital expenditures, operational restructuring
actions and debt service requirements. Our principal sources of liquidity are cash flows from operating activities, borrowings under available credit facilities
and our existing cash balance. A substantial portion of our operating income is generated by our subsidiaries. As a result, we are dependent on the earnings
and cash flows of and the combination of dividends, royalties, intercompany loan repayments and other distributions and advances from our subsidiaries to
provide the funds necessary to meet our obligations. There are no significant restrictions on the ability of our subsidiaries to pay dividends or make other
distributions to Lear. For further information regarding potential dividends from our non-U.S. subsidiaries, see Note 9, “Income Taxes,” to the consolidated
financial statements included in our Annual Report on Form 10-K for the year ended December 31, 2010.

Cash Flows

Net cash provided by operating activities was $517 million in the first nine months of 2011, as compared to $384 million in the first nine months of 2010. The
increase primarily reflects higher earnings in the first nine months of 2011, largely offset by the net change in working capital items, which resulted in a
decrease in operating cash flow of $97 million between periods. In the first nine months of 2011, increases in accounts receivable and accounts payable
resulted in a use of cash of $343 million and a source of cash of $372 million, respectively, primarily reflecting the impact of improved production volumes
on Lear platforms.

Net cash used in investing activities was $225 million in the first nine months of 2011, as compared to $113 million in the first nine months of 2010, primarily
reflecting an increase in capital expenditures of $132 million between periods. Total capital spending in 2011 is estimated at approximately $325 million.

Net cash used in financing activities was $265 million in the first nine months of 2011, as compared to $308 million in the first nine months of 2010. The
decrease in financing cash outflow between periods primarily reflects the impact of our 2010 financing transactions. In 2010, we repaid $925 million of term
loans under our first and second lien credit agreements, largely offset by net proceeds of $680 million related to the issuance of our senior unsecured notes. In
2011, we paid $38 million in dividends to our stockholders, paid $19 million in dividends to noncontrolling interests and repurchased $194 million of our
common stock. For further information regarding our 2010 financing transactions, see Note 8, “Long-Term Debt,” to the consolidated financial statements
included in our Annual Report on Form 10-K for the year ended December 31, 2010. For further information regarding our dividends and share repurchase
program, see “— Capitalization,” below and Note 12, “Comprehensive Income and Equity,” to the condensed consolidated financial statements included in
this Report.

Capitalization

In addition to cash provided by operating activities, we utilize uncommitted credit facilities to fund our capital expenditures and working capital requirements
at certain of our foreign subsidiaries. We utilize uncommitted lines of credit as needed for our short-term working capital fluctuations. For the nine months
ended October 1, 2011 and October 2, 2010, our average outstanding short-term debt balance was $2 million and $27 million, respectively. The weighted
average short-term interest rate on our short-term debt balances was 6.5% and 2.4% for the respective periods. The availability of uncommitted lines of credit
may be affected by our financial performance, credit ratings and other factors.
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Senior Notes

As of October 1, 2011, our long-term debt consists of $350 million in aggregate principal amount at maturity of unsecured 7.875% senior notes due 2018 (the
“2018 Notes”) and $350 million in aggregate principal amount at maturity of unsecured 8.125% senior notes due 2020 (the “2020 Notes” and together with
the 2018 Notes, the “Notes”).

There are no scheduled cash interest payments on the Notes in the last three months of 2011. As of October 1, 2011, we were in compliance with all
covenants under the indenture governing the Notes.

The Notes are senior unsecured obligations. Obligations under the Notes are fully and unconditionally guaranteed, jointly and severally, on a senior unsecured
basis, by certain of Lear’s domestic subsidiaries, which are directly or indirectly 100% owned by Lear.

For further information related to the Notes, including information on early redemption, covenants and events of default, see Note 7, “Long-Term Debt,” to
the condensed consolidated financial statements included in this Report and Note 8, “Long-Term Debt,” to the consolidated financial statements included in
our Annual Report on Form 10-K for the year ended December 31, 2010.

Revolving Credit Facility

On June 17, 2011, we entered into an amended and restated credit agreement, under which we have a $500 million revolving credit facility (the “Revolving
Credit Facility”), which permits borrowings for general corporate and working capital purposes and the issuance of letters of credit. The commitments under
the Revolving Credit Facility expire on June 17, 2016. As of October 1, 2011, there were no borrowings outstanding under the Revolving Credit Facility, and
we were in compliance with all covenants under the agreement governing the Revolving Credit Facility.

For further information related to the Revolving Credit Facility, including information on pricing, covenants and events of default, see Note 7, “Long-Term
Debt,” to the condensed consolidated financial statements included in this Report and Note 8, “Long-Term Debt,” to the consolidated financial statements
included in our Annual Report on Form 10-K for the year ended December 31, 2010.

Off-Balance Sheet Arrangements

Guarantees and Commitments

We guarantee 49% of certain of the debt of one of our unconsolidated affiliates, Tacle Seating USA, LLC. As of October 1, 2011, the aggregate amount of
debt guaranteed was approximately $2 million.

Common Stock Share Repurchase Program

On February 16, 2011, our Board of Directors authorized a three year, $400 million common stock share repurchase program, which permits the discretionary
repurchase of our outstanding common stock through February 16, 2014. In the first nine months of 2011, we repurchased 4,082,523 shares of our
outstanding common stock at an average purchase price of $47.57 per share, excluding commissions, (shares and price per share have been retroactively
adjusted to reflect the two-for-one stock split discussed below) for an aggregate purchase price of $194 million and may repurchase an additional
$206 million in shares of our outstanding common stock under this program. The extent to which we will repurchase our outstanding common stock and the
timing of such repurchases will depend upon our financial condition, prevailing market conditions, alternative uses of capital and other factors. In addition,
our amended and restated credit facility and indentures governing the Notes place certain limitations on the repurchase of common shares. See “—Forward-
Looking Statements.”

Stock Split

During the first quarter of 2011, we completed a two-for-one stock split of our common stock. For further information, see Note 12, “Comprehensive Income
and Equity,” to the condensed consolidated financial statements included in this Report.

Dividends

A summary of dividend declarations is shown below:
       

Dividend Amount  Declaration Date  Record Date  Payment Date
$0.125  February 16, 2011  March 4, 2011  March 16, 2011
$0.125  May 12, 2011  June 3, 2011  June 22, 2011
$0.125  August 10, 2011  September 2, 2011  September 21, 2011
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We expect to pay quarterly cash dividends in the future, although such payment is at the discretion of our Board of Directors and will depend upon our
financial condition, results of operations, capital requirements, alternative uses of capital and other factors that our Board of Directors may consider at its
discretion. In addition, our amended and restated credit facility and indentures governing the Notes place certain limitations on the payment of cash dividends.

Adequacy of Liquidity Sources

As of October 1, 2011, we had approximately $1.7 billion of cash and cash equivalents on hand and $500 million in available borrowings under our
Revolving Credit Facility, which we believe will enable us to meet our liquidity needs to satisfy ordinary course business obligations. However, our ability to
continue to meet such liquidity needs is subject to, and will be affected by, cash flows from operations, including the impact of restructuring activities,
automotive industry conditions, the financial condition of our customers and suppliers and other related factors. Additionally, an economic downturn or
reduction in production levels could negatively impact our financial condition. Furthermore, our future financial results will be affected by cash flows from
operations, including the impact of restructuring activities, and will also be subject to certain factors outside of our control, including those described above.
For further discussion of the risks and uncertainties affecting our cash flows from operations and overall liquidity, see “— Executive Overview” above, “—
Forward-Looking Statements” below and Item 1A, “Risk Factors,” in our Annual Report on Form 10-K for the year ended December 31, 2010, as
supplemented and updated by Part II — Item 1A, “Risk Factors,” in our Quarterly Report on Form 10-Q for the quarter ended April 2, 2011.

Market Rate Sensitivity

In the normal course of business, we are exposed to market risks associated with fluctuations in foreign exchange rates, interest rates and commodity prices.
We manage a portion of these risks through the use of derivative financial instruments in accordance with management’s guidelines. We enter into all hedging
transactions for periods consistent with the underlying exposures. We do not enter into derivative instruments for trading purposes.

Foreign Exchange

Operating results may be impacted by our buying, selling and financing in currencies other than the functional currency of our operating companies
(“transactional exposure”). We may mitigate a portion of this risk by entering into forward foreign exchange, futures and option contracts. The foreign
exchange contracts are executed with banks that we believe are creditworthy. Gains and losses related to foreign exchange contracts are deferred where
appropriate and included in the measurement of the foreign currency transaction subject to the hedge. Gains and losses incurred related to foreign exchange
contracts are generally offset by the direct effects of currency movements on the underlying transactions.

Currently, our most significant foreign currency transactional exposures relate to the Mexican peso, various European currencies and the Chinese renminbi.
We have performed a quantitative analysis of our net currency rate exposure as of October 1, 2011 and December 31, 2010. As of October 1, 2011, the
potential earnings benefit related to net transactional exposures from a hypothetical 10% strengthening of the U.S. dollar relative to all other currencies to
which it is exposed for a twelve-month period is approximately $2 million. In addition, the potential earnings benefit related to net transactional exposures
from a similar strengthening of the Euro relative to all other currencies to which it is exposed for a twelve-month period is approximately $4 million. As of
December 31, 2010, the potential earnings benefit related to net transactional exposures from a hypothetical 10% strengthening of the U.S. dollar relative to
all other currencies to which it is exposed for a twelve-month period was approximately $22 million. In addition, the potential earnings benefit related to net
transactional exposures from a similar strengthening of the Euro relative to all other currencies to which it is exposed for a twelve-month period was
approximately $15 million.

As of October 1, 2011, foreign exchange contracts representing $566 million of notional amount were outstanding with maturities of less than 18 months. As
of October 1, 2011, the fair value of these contracts was approximately ($45) million. A 10% change in the value of the U.S. dollar relative to all other
currencies to which it is exposed would result in a $35 million change in the aggregate fair value of these contracts. A 10% change in the value of the Euro
relative to all other currencies to which it is exposed would result in a $9 million change in the aggregate fair value of these contracts. As of December 31,
2010, foreign exchange contracts representing $315 million of notional amount were outstanding with maturities of less than 12 months. As of December 31,
2010, the fair value of these contracts was approximately ($1) million. A 10% change in the value of the U.S. dollar relative to all other currencies to which it
is exposed would have resulted in a $7 million change in the aggregate fair value of these contracts. A 10% change in the value of the Euro relative to all
other currencies to which it is exposed would have resulted in a $4 million change in the aggregate fair value of these contracts.

There are certain shortcomings inherent in the sensitivity analysis presented. The analysis assumes that all currencies would uniformly strengthen or weaken
relative to the U.S. dollar or Euro. In reality, some currencies may strengthen while others may weaken, causing the earnings impact to increase or decrease
depending on the currency and the direction of the rate movement.
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In addition to the transactional exposure described above, our operating results are impacted by the translation of our foreign operating income into U.S.
dollars (“translation exposure”). In 2010, net sales outside of the United States accounted for 82% of our consolidated net sales, although certain non-U.S.
sales are U.S. dollar denominated. We do not enter into foreign exchange contracts to mitigate this exposure.

Interest Rates

Historically, we have used interest rate swap and other derivative contracts to manage our exposure to variable interest rates on outstanding variable rate debt
instruments indexed to United States or European Monetary Union short-term money market rates. As of October 1, 2011 and December 31, 2010, there were
no interest rate contracts outstanding. We will continue to evaluate, and may use, derivative financial instruments, including forwards, futures, options, swaps
and other derivative contracts to manage our exposures to fluctuations in interest rates in the future.

Commodity Prices

Raw material, energy and commodity costs have been volatile over the past several years. We have developed and implemented strategies to mitigate the
impact of higher raw material, energy and commodity costs, such as the selective in-sourcing of components, the continued consolidation of our supply base,
longer-term purchase commitments, financial hedges for certain commodities and the selective expansion of low-cost country sourcing and engineering, as
well as value engineering and product benchmarking. However, these strategies, together with commercial negotiations with our customers and suppliers,
typically offset only a portion of the adverse impact. These costs remain volatile and could have an adverse impact on our operating results in the foreseeable
future. See “— Forward-Looking Statements” below and Item 1A, “Risk Factors — Increases in the costs and restrictions on the availability of raw materials,
energy, commodities and product components could adversely affect our financial performance,” in our Annual Report on Form 10-K for the year ended
December 31, 2010, as supplemented and updated by Part II — Item 1A, “Risk Factors,” in our Quarterly Report on Form 10-Q for the quarter ended April 2,
2011.

We have commodity price risk with respect to purchases of certain raw materials, including steel, copper, diesel fuel, chemicals, resins and leather. Our main
cost exposures relate to steel and copper. The majority of the steel used in our products is comprised of components that are integrated into a seat system, such
as seat frames, recliner mechanisms, seat tracks and mechanical components. Therefore, our exposure to steel prices is primarily indirect, through these
purchased components. Approximately 80% of our copper purchases are subject to price index agreements with our customers.

We use derivative instruments to reduce our exposure to fluctuations in copper prices. As of October 1, 2011, commodity swap contracts representing
$7 million of notional amount were outstanding with maturities of 12 months. As of October 1, 2011, the fair market value of these contracts was ($1)
million. The potential adverse earnings impact from a 10% parallel decline in the copper curve for a twelve-month period is ($1) million. As of December 31,
2010, there were no commodity swap contracts outstanding.

OTHER MATTERS

Legal and Environmental Matters

We are involved from time to time in various legal proceedings and claims, including, without limitation, commercial and contractual disputes, product
liability claims and environmental and other matters. As of October 1, 2011, we had recorded reserves for pending legal disputes, including commercial
disputes and other matters, of $17 million. In addition, as of October 1, 2011, we had recorded reserves for product liability claims and environmental matters
of $40 million and $3 million, respectively. Although these reserves were determined in accordance with GAAP, the ultimate outcomes of these matters are
inherently uncertain, and actual results may differ significantly from current estimates. For a description of risks related to various legal proceedings and
claims, see Item 1A, “Risk Factors,” in our Annual Report on Form 10-K for the year ended December 31, 2010, as supplemented and updated by Part II —
Item 1A, “Risk Factors,” in our Quarterly Report on Form 10-Q for the quarter ended April 2, 2011. For a more complete description of our outstanding
material legal proceedings, see Note 13, “Legal and Other Contingencies,” to the condensed consolidated financial statements included in this Report.

Significant Accounting Policies and Critical Accounting Estimates

Certain of our accounting policies require management to make estimates and assumptions that affect the reported amounts of assets and liabilities as of the
date of the consolidated financial statements and the reported amounts of revenues and expenses during the reporting period. These estimates and assumptions
are based on our historical experience, the terms of existing contracts, our evaluation of trends in the industry, information provided by our customers and
suppliers and information available from other outside sources, as appropriate. However, these estimates and assumptions are subject to an inherent degree of
uncertainty. As a result, actual results in these areas may differ significantly from our estimates. For a discussion of our significant accounting policies and
critical

41



Table of Contents

LEAR CORPORATION

accounting estimates, see Item 7, “Management’s Discussion and Analysis of Financial Condition and Results of Operations — Significant Accounting
Policies and Critical Accounting Estimates,” and Note 4, “Summary of Significant Accounting Policies,” to the consolidated financial statements included in
our Annual Report on Form 10-K for the year ended December 31, 2010. There have been no significant changes in our significant accounting policies or
critical accounting estimates during the first nine months of 2011.

Recently Issued Accounting Pronouncements

Goodwill Impairment

The Financial Accounting Standards Board (“FASB”) amended ASC 350, “Intangibles — Goodwill and Other,” with Accounting Standards Update (“ASU”)
2010-28, “When to Perform Step 2 of the Goodwill Impairment Test for Reporting Units with Zero or Negative Carrying Amounts.” This update requires that
step 2 of the goodwill impairment test (i.e., measurement and recognition of an impairment loss) be performed if a reporting unit has a carrying value equal to
or less than zero and qualitative factors indicate that it is more likely than not that a goodwill impairment exists. The provisions of this update are effective for
annual reporting periods beginning after December 15, 2010. Our annual goodwill impairment test is conducted as of the first day of our fourth quarter. We do
not expect the effects of adoption to be significant.

The FASB amended ASC 350, “Intangibles — Goodwill and Other,” with ASU 2011-08, “Testing Goodwill for Impairment.” This update provides entities
with the option to perform a qualitative assessment of whether it is more likely than not that the fair value of a reporting unit is less than its carrying amount.
If it is more likely than not that the fair value of a reporting unit is less than its carrying amount, the two-step impairment test would be required. Otherwise,
no further goodwill impairment testing would be required. The provisions of this update are effective for annual and interim testing periods beginning after
December 15, 2011; however, early adoption is permitted. We expect to adopt the provisions of this ASU in connection with our 2011 goodwill impairment
test, conducted as of the first day of our fourth quarter, and do not expect the effects of adoption to be significant.

Business Combinations

The FASB amended ASC 805, “Business Combinations,” with ASU 2010-29, “Disclosure of Supplementary Pro Forma Information for Business
Combinations,” to, among other things, require pro forma revenue and earnings disclosures in comparative financial statements that reflect the results of
operations of the acquired entity as though the business combination had occurred as of the beginning of the prior year. The provisions of this update are
effective for annual reporting periods beginning after December 15, 2010. We will evaluate the impact of this update on material future business
combinations.

Fair Value Measurements

The FASB amended ASC 820, “Fair Value Measurements,” with ASU 2011-04, “Fair Value Measurement (Topic 820) — Amendments to Achieve Common
Fair Value Measurement and Disclosure Requirements in U.S. GAAP and IFRSs.” This update provides converged guidance on how to measure fair value,
which is largely consistent with existing GAAP. This update also requires additional fair value measurement disclosures. The provisions of this update are
effective as of January 1, 2012. We are currently evaluating the impact of this update on our financial statement disclosures.

Multiemployer Pension Plans

The FASB amended ASC 715-80, “Compensation — Retirement Benefits — Multiemployer Plans,” with ASU 2011-09, “Disclosures about an Employer’s
Participation in a Multiemployer Plan.” This update requires additional qualitative and quantitative disclosures about an employer’s participation in
significant multiemployer plans that offer pension or other postretirement benefits. The provisions of this update are effective for annual reporting periods
ending after December 15, 2011, with early adoption permitted. We are currently evaluating the impact of this update on our annual financial statement
disclosures and do not expect the effects of adoption to be significant.

Forward-Looking Statements

The Private Securities Litigation Reform Act of 1995 provides a safe harbor for forward-looking statements made by us or on our behalf. The words “will,”
“may,” “designed to,” “outlook,” “believes,” “should,” “anticipates,” “plans,” “expects,” “intends,” “estimates,” “forecasts” and similar expressions identify
certain of these forward-looking statements. We also may provide forward-looking statements in oral statements or other written materials released to the
public. All such forward-looking statements contained or incorporated in this Report or in any other public statements which address operating performance,
events or developments that we expect or anticipate may occur in the future, including, without limitation, statements related to business opportunities,
awarded sales contracts, sales backlog and ongoing commercial arrangements, or statements expressing views about future operating results, are forward-
looking statements. Actual results may differ materially from any or all forward-looking statements made by us. Important factors, risks and uncertainties that
may cause actual results to differ materially from anticipated results include, but are not limited to:
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•  general economic conditions in the markets in which we operate, including changes in interest rates or currency exchange rates;
 

•  the financial condition and restructuring actions of our customers and suppliers;
 

•  changes in actual industry vehicle production levels from our current estimates;
 

•  fluctuations in the production of vehicles or the loss of business with respect to, or the lack of commercial success of, a vehicle model for which we are a
significant supplier;

 

•  disruptions in the relationships with our suppliers;
 

•  labor disputes involving us or our significant customers or suppliers or that otherwise affect us;
 

•  the outcome of customer negotiations and the impact of customer-imposed price reductions;
 

•  the impact and timing of program launch costs and our management of new program launches;
 

•  the costs, timing and success of restructuring actions;
 

•  increases in our warranty, product liability or recall costs;
 

•  risks associated with conducting business in foreign countries;
 

•  competitive conditions impacting us and our key customers and suppliers;
 

•  the cost and availability of raw materials, energy, commodities and product components and our ability to mitigate such costs;
 

•  the outcome of legal or regulatory proceedings to which we are or may become a party;
 

•  the impact of pending legislation and regulations or changes in existing federal, state, local or foreign laws or regulations;
 

•  unanticipated changes in cash flow, including our ability to align our vendor payment terms with those of our customers;
 

•  limitations imposed by our existing indebtedness and our ability to access capital markets on commercially reasonable terms;
 

•  impairment charges initiated by adverse industry or market developments;
 

•  our ability to execute our strategic objectives;
 

•  changes in discount rates and the actual return on pension assets;
 

•  costs associated with compliance with environmental laws and regulations;
 

•  developments or assertions by or against us relating to intellectual property rights;
 

•  our ability to utilize our net operating loss, capital loss and tax credit carryforwards;
 

•  the impact of any failure by the United States or any other country to satisfy its obligations, a downgrade (or the prospect of a downgrade) of credit
ratings assigned to any such obligations and other similar developments relating to the global credit markets and economic conditions;

 

•  the impact of pending and future governmental actions in the United States or any other country to address budget deficits through reductions in spending
and/or revenue increases; and

 

•  other risks, described in Part I — Item 1A, “Risk Factors,” in our Annual Report on Form 10-K for the year ended December 31, 2010, as supplemented
and updated by Part II — Item 1A, “Risk Factors,” in our Quarterly Report on Form 10-Q for the quarter ended April 2, 2011, and from time to time in
our other Securities and Exchange Commission filings.

The forward-looking statements in this Report are made as of the date hereof, and we do not assume any obligation to update, amend or clarify them to reflect
events, new information or circumstances occurring after the date hereof.
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ITEM 4 — CONTROLS AND PROCEDURES

(a) Disclosure Controls and Procedures
 

  The Company has evaluated, under the supervision and with the participation of the Company’s management, including the Company’s President and
Chief Executive Officer along with the Company’s Interim Chief Financial Officer, the effectiveness of the Company’s disclosure controls and
procedures (as defined in Rules 13a-15(e) and 15d-15(e) under the Securities Exchange Act of 1934, as amended (the “Exchange Act”)) as of the end of
the period covered by this Report. The Company’s disclosure controls and procedures are designed to provide reasonable assurance of achieving their
objectives. Because of the inherent limitations in all control systems, no evaluation of controls can provide absolute assurance that all control issues and
instances of fraud, if any, within the Company have been detected. Based on the evaluation described above, the Company’s President and Chief
Executive Officer along with the Company’s Interim Chief Financial Officer have concluded that the Company’s disclosure controls and procedures were
effective to provide reasonable assurance that the desired control objectives were achieved as of the end of the period covered by this Report.

 

(b) Changes in Internal Controls over Financial Reporting
 

  There was no change in the Company’s internal control over financial reporting that occurred during the fiscal quarter ended October 1, 2011, that has
materially affected, or is reasonably likely to materially affect, the Company’s internal control over financial reporting.

PART II — OTHER INFORMATION

ITEM 1 — LEGAL PROCEEDINGS

We are involved from time to time in various legal proceedings and claims, including, without limitation, commercial and contractual disputes, product
liability claims and environmental and other matters. For a description of risks related to various legal proceedings and claims, see Item 1A, “Risk Factors,”
in our Annual Report on Form 10-K for the year ended December 31, 2010, as supplemented and updated by Part II — Item 1A, “Risk Factors,” in our
Quarterly Report on Form 10-Q for the quarter ended April 2, 2011. For a description of our outstanding material legal proceedings, see Note 13, “Legal and
Other Contingencies,” to the condensed consolidated financial statements included in this Report.

ITEM 1A — RISK FACTORS

There have been no material changes from the risk factors as previously disclosed in our Annual Report on Form 10-K for the year ended December 31, 2010,
except as supplemented and updated by Part II — Item 1A, “Risk Factors,” in our Quarterly Report on Form 10-Q for the quarter ended April 2, 2011.

ITEM 2 — UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

As discussed in Part I — Item 2, “Management’s Discussion and Analysis of Financial Condition and Results of Operations — Liquidity and Capital
Resources — Capitalization — Common Stock Share Repurchase Program,” on February 16, 2011, our Board of Directors authorized a three year, $400
million common stock share repurchase program. In the third quarter of 2011, we repurchased 2,094,249 shares of our outstanding common stock for an
aggregate purchase price of $94.2 million, excluding commissions. In the first nine months of 2011, we repurchased 4,082,523 shares of our outstanding
common stock (share amounts have been retroactively adjusted to reflect the two-for-one split of our common stock) for an aggregate purchase price of
$194.2 million, excluding commissions. For further information, see Note 12, “Comprehensive Income and Equity,” to the condensed consolidated financial
statements included in this Report. A summary of the shares of our common stock repurchased during the fiscal quarter ended October 1, 2011, is shown
below:
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              Approximate Dollar 
              value of share that  
          Total Number of Shares  May Yet be  
  Total Number of  Average   Purchased as Part of   Purchased Under  
  Shares   Price Paid   Publicly Announced   the Program  
Period  Purchased   per Share(1)  Plans or Programs   (in millions)  
July 3, 2011 through July 30, 2011   —   N/A   N/A  $ 300.0 
July 31, 2011 through August 27, 2011   796,706  $ 43.62   796,706  $ 265.2 
August 28, 2011 through October 1, 2011   1,297,543  $ 45.81   1,297,543  $ 205.8 
  

 
      

 
     

                 
Total   2,094,249  $ 44.98   2,094,249  $ 205.8 
  

 

      

 

     

 

(1)  Excluding commissions.

ITEM 6 — EXHIBITS

The exhibits listed on the “Index to Exhibits” on page 47 are filed with this Quarterly Report on Form 10-Q or incorporated by reference as set forth below.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, as amended, the Registrant has duly caused this Report to be signed on its behalf by the
undersigned thereunto duly authorized.

LEAR CORPORATION
     
   
Dated: October 31, 2011 By:  /s/ Matthew J. Simoncini   
  Matthew J. Simoncini  
  President and Chief Executive Officer  
 
   
 By:  /s/ Jason M. Cardew   
  Jason M. Cardew  
  Interim Chief Financial Officer  
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Index to Exhibits
   
Exhibit   
Number  Exhibit
* 10.1  Amended and Restated Employment Agreement, dated as of August 9, 2011, between the Company and Matthew J. Simoncini.
   
* 10.2  Amended and Restated Employment Agreement, dated as of August 9, 2011, between the Company and Robert E. Rossiter.
   
* 31.1  Rule 13a-14(a)/15d-14(a) Certification of Principal Executive Officer.
   
* 31.2  Rule 13a-14(a)/15d-14(a) Certification of Principal Financial Officer.
   
* 32.1

 
Certification by Chief Executive Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of
2002.

   
* 32.2

 
Certification by Chief Financial Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of
2002.

   
**101.INS  XBRL Instance Document
   
**101.SCH XBRL Taxonomy Extension Schema Document
   
**101.CAL XBRL Taxonomy Extension Calculation Linkbase Document
   
**101.LAB XBRL Taxonomy Extension Label Linkbase Document
   
**101.PRE  XBRL Taxonomy Extension Presentation Linkbase Document
   
**101.DEF  XBRL Taxonomy Extension Definition Linkbase Document

 

*  Filed herewith.
 

**  Submitted electronically with the Report.
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Exhibit 10.1

AMENDED AND RESTATED EMPLOYMENT AGREEMENT

     THIS AMENDED AND RESTATED EMPLOYMENT AGREEMENT (this “Agreement”) is dated as of August 9, 2011, between Lear Corporation, a
Delaware corporation (the “Company”) and Matthew J. Simoncini (“Executive”).

     WHEREAS, the Company has employed Executive in various senior officer positions, most recently as Senior Vice President and Chief Financial Officer
of the Company;

     WHEREAS, the Board of Directors of the Company (the “Board”) has appointed Executive to the position of Chief Executive Officer and President of the
Company, effective September 1, 2011 (the “Effective Date”);

     WHEREAS, the Company and Executive are currently parties to an existing employment agreement, dated June 30, 2009 (the “Existing Agreement”),
which will expire by its terms upon the effectiveness of this Agreement;

     WHEREAS, the Company desires to have the benefit of Executive’s continued service and the restrictive covenants contained herein; and

     WHEREAS, in recognition of Executive’s promotion to the position of Chief Executive Officer and President of the Company, the parties desire to enter
into a new employment agreement reflecting the terms of Executive’s continuing employment.

     NOW, THEREFORE, in consideration of the mutual covenants contained herein and other good and valuable consideration, the receipt and sufficiency of
which are hereby acknowledged, and intending to be legally bound, the parties hereby agree as follows:

     1. Term of Agreement. This Agreement shall commence on and as of the Effective Date and continue until Executive’s employment has terminated and
the obligations of the parties hereunder have terminated or expired or have been satisfied in accordance with their terms, or if earlier, upon the execution of a
new employment agreement by the parties hereto (the “Term”). The Existing Agreement shall hereby terminate as of the Effective Date, and the terms of this
Agreement thereupon shall supersede the terms of the Existing Agreement in their entirety.

     2. Terms of Employment. During the Term, Executive agrees to be a full-time employee of the Company serving in the position of Chief Executive
Officer and President of the Company. Executive agrees to devote substantially all of his working time and attention to the business and affairs of the
Company, to discharge the responsibilities associated with his position with the Company, and to use his best efforts to perform faithfully and efficiently such
responsibilities. Nothing herein shall prohibit Executive from devoting his time to civic and

 



 

community activities, serving as a member of the Board of Directors of other corporations that do not compete with the Company, or managing personal
investments, as long as the foregoing do not interfere with the performance of Executive’s duties hereunder or violate the terms of the Company’s Code of
Business Conduct and Ethics, the Company’s Corporate Governance Guidelines, or other policies applicable to the Company’s executives generally, as those
policies may be amended from time to time by the Company.

     3. Compensation.

     (a) As compensation for Executive’s services under this Agreement, Executive shall be entitled during the Term to receive an initial base salary the
annualized amount of which shall be $1,100,000, to be paid in accordance with existing payroll practices for executives of the Company. Increases in
Executive’s base salary, if any, shall be as approved by the Compensation Committee of the Board. In addition, Executive shall be eligible to receive an
annual incentive compensation bonus (“Bonus”) and awards under the Company’s Long-Term Stock Incentive Plan or successor plan (the “LTSIP”),
each to be approved from time to time by the Compensation Committee of the Board.

     (b) During the Term, Executive shall be eligible for participation in the welfare, retirement, perquisite and fringe benefit, and other benefit plans,
practices, policies and programs, as may be in effect from time to time, for senior executives of the Company generally.

     (c) During the Term, Executive shall be eligible for prompt reimbursement for business expenses reasonably incurred by Executive in accordance
with the Company’s policies, as may be in effect from time to time, for its senior executives generally.

     4. Termination of Employment.

     (a) Notice. The employment relationship may be terminated by the Company with or without Cause or for Incapacity, or by Executive with or
without Good Reason, all as defined below, by giving a Notice of Termination. For purposes of this Agreement, a “Notice of Termination” shall mean a
notice which shall indicate the specific termination provision in this Agreement relied upon, if any, and shall set forth in reasonable detail the facts and
circumstances claimed to provide a basis for termination of Executive’s employment under the provision so indicated. All notices under this Section
4(a) shall be given in accordance with the requirements of Section 8.

     (b) Incapacity. If the Company reasonably determines that Executive is unable at any time to perform the duties of Executive’s position because of
a serious illness, injury, impairment, or physical or mental condition and Executive is not eligible for or has exhausted all leave to which Executive may
be entitled under the Family and Medical Leave Act (“FMLA”) or, if more generous, other applicable state or local law, the Company may terminate
Executive’s employment for “Incapacity”. In addition, at any
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time that Executive is on a leave of absence, the Company may temporarily reassign the duties of Executive’s position to one or more other executives
without creating a basis for Executive’s Good Reason resignation, provided that the Company restores such duties to Executive upon Executive’s return
to work.

     (c) Cause. Termination of Executive’s employment for “Cause” shall mean termination upon:

     (i) an act of fraud, embezzlement or theft by Executive in connection with Executive’s duties or in the course of Executive’s employment with
the Company;

     (ii) Executive’s material breach of any provision of this Agreement, provided that in those instances in which Executive’s material breach is
capable of being cured, Executive has failed to cure within a thirty (30) day period after notice from the Company;

     (iii) an act or omission, which is (x) willful or grossly negligent, (y) contrary to established policies or practices of the Company, and
(z) materially harmful to the business or reputation of the Company, or to the business of the Company’s customers or suppliers as such relate to the
Company; or

     (iv) a plea of nolo contendere to, or conviction for, a felony.

     (d) Good Reason. For purposes of this Agreement, “Good Reason” shall mean the occurrence of any of the following circumstances or events:

     (i) any reduction by the Company in Executive’s base salary or adverse change in the manner of computing Executive’s incentive compensation
opportunity, as in effect from time to time;

     (ii) the failure by the Company to pay or provide to Executive any amounts of base salary or earned incentive compensation or any benefits
which are due, owing and payable to Executive, or to pay to Executive any portion of an installment of deferred compensation due under any
deferred compensation program of the Company;

     (iii) the failure by the Company to continue to provide Executive with benefits substantially similar in the aggregate to the Company’s life
insurance, medical, dental, health, accident or disability plans in which Executive is participating at the date of this Agreement;

3



 

     (iv) except on a temporary basis as described in Section 4(b), a material adverse change in Executive’s responsibilities, position, reporting
relationships, authority or duties. For purposes of clarification, Executive agrees that it will not be a material adverse change for the Company to
reassign Executive to a position with at least substantially similar responsibilities and authority;

     (v) the transfer of Executive’s principal place of employment to a location fifty (50) or more miles from its location immediately preceding the
transfer; or

     (vi) without limiting the generality or effect of the foregoing, any material breach of this Agreement by the Company.

     Notwithstanding anything else herein, Good Reason shall not exist if, with regard to the circumstances or events relied upon in Executive’s
Notice of Termination: (x) Executive failed to provide a Notice of Termination to the Company within sixty (60) days of the date Executive knew or
should have known of such circumstances or events, (y) the circumstances or events are fully corrected by the Company prior to the Date of
Termination, or (z) Executive gives Executive’s express written consent to the circumstances or events.

     (e) Date of Termination. “Date of Termination” shall mean:

     (i) if Executive’s employment is terminated by reason of Executive’s death, the date of Executive’s death;

     (ii) if Executive’s employment is terminated by the Company for any reason other than because of Executive’s death, the date specified in the
Notice of Termination (which shall not be prior to the date of the notice);

     (iii) if Executive’s employment is terminated by Executive for any reason, the Date of Termination shall be not less than thirty (30) nor more than
sixty (60) days from the date such Notice of Termination is given, or such earlier date after the date such Notice of Termination is given as may be
identified by the Company.

     Unless the Company instructs Executive not to do so, Executive shall continue to perform services as provided in this Agreement through the Date
of Termination.

     (f) Employee Benefits. A termination by the Company pursuant to Section 4(c) hereof or by Executive pursuant to Section 4(d) hereof shall not
affect any rights which Executive may have pursuant to any other agreement, policy, plan, program or arrangement of the Company providing
employee benefits, which rights shall be governed by the terms thereof and by Section 5; provided, however, that if Executive shall have received or
shall be receiving benefits under Section 5(b) hereof, Executive shall not be entitled to receive benefits under any other policy, plan, program or
arrangement of the Company providing severance compensation to which Executive would otherwise be entitled.

4



 

     5. Compensation Upon Termination. Upon Executive’s termination of employment, Executive shall receive:

     (a) If Executive’s employment shall be terminated by the Company for Incapacity or for Cause, by Executive without Good Reason, or upon
Executive’s death, the Company shall pay to Executive (or, in the event of Executive’s death, to Executive’s beneficiary or estate), when the same
would otherwise have been due, the base salary and any other accrued amounts then payable through the Date of Termination and shall have no further
obligations under this Agreement, other than as set forth in Section 5(c) hereof, as applicable.

     (b) If Executive’s employment shall be terminated (a) by the Company, except for a termination by the Company for Cause or Incapacity (or due to
Executive’s death), or (b) by Executive for Good Reason, then Executive shall be entitled to the benefits provided below, in addition to the benefits
provided in Section 5(c) hereof, as applicable:

     (i) The Company shall pay Executive Executive’s full base salary through the Date of Termination at the rate in effect at the time Notice of
Termination is given (or, if greater, at the rate in effect at any time within 90 days prior to the time Notice of Termination is given), plus all other
amounts to which Executive is entitled under any compensation or benefit plans of the Company, including, without limitation, any accrued amounts
under any retention or incentive plan, and including incentive compensation prorated for any applicable measurement period occurring prior to the
Date of Termination, at the time such payments are due, except as otherwise provided below.

     (ii) an amount (the “Severance Payment”) equal to two (2) times the sum of:

     (A) the greater of (I) Executive’s annual base salary rate in effect as of the Effective Date or (II) Executive’s annual base salary rate in effect
as of the Date of Termination; and

     (B) the greater of (I) Executive’s annual incentive Bonus target amount in effect as of the Effective Date or (II) Executive’s annual incentive
Bonus target amount in effect as of the Date of Termination.

     In the event that the Date of Termination precedes November 9, 2011, the Severance Payment will be paid over the two-year period beginning on
the Date of Termination (the “Severance Period”) in twenty-four (24) equal semi-monthly installments. In the event that the Date of Termination is
on or after November 9, 2011, the Severance Payment will be paid in a lump sum as soon as practicable following the Date of Termination.
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     (iii) The Company shall arrange to provide to Executive, Executive’s dependents, and beneficiaries, for the Severance Period, benefits provided
under any “welfare benefit plan” of the Company (as the term “welfare benefit plan” is defined in Section 3(1) of the Employee Retirement Income
Security Act of 1974, as amended) (“Welfare Benefits”). If and to the extent that any such Welfare Benefits shall not or cannot be paid or provided
under any policy, plan, program or arrangement of the Company (A) solely due to the fact that Executive is no longer an officer or employee of the
Company or (B) as a result of the amendment or termination of any plan providing for Welfare Benefits, the Company shall then itself pay or
provide for the payment of such Welfare Benefits to Executive, Executive’s dependents and beneficiaries. Without otherwise limiting the purposes
or effect of the no mitigation obligation in Section 5(f) hereof, Welfare Benefits payable to Executive (including Executive’s dependents and
beneficiaries) pursuant to this Section 5(b)(iii) shall be reduced to the extent comparable welfare benefits are actually received by Executive
(including Executive’s dependents and beneficiaries) from another employer during such period, and any such benefits actually received by
Executive shall be reported by Executive to the Company.

     Executive’s right to receive the Severance Payment and Welfare Benefits under this Section 5(b) (collectively, the “Severance Benefits”) is
conditioned upon the Executive’s execution of a general release agreement (a “Release”) in form and substance reasonably acceptable to the Company
in connection with Executive’s termination of employment. Such Severance Benefits shall be payable only if Executive executes and delivers a Release
(and any revocation period expires) no later than forty-five (45) calendar days after the Executive’s termination of employment. Such amounts shall not
become payable until forty-five (45) calendar days after the termination of employment, regardless of when the Release is returned to the Company.

     (c) If Executive’s employment shall be terminated by the Company for Incapacity or for any reason other than Cause, by Executive for Good
Reason, or upon Executive’s death, (i) any unvested awards under the LTSIP held by Executive that vest based on the passage of time shall
immediately vest in their entirety upon such termination, and (ii) with respect to unvested awards under the LTSIP held by Executive that vest based on
the achievement of performance criteria, Executive shall be entitled to receive a pro rata portion (based on the number of full calendar months in the
performance period prior to such termination) of the amount Executive would have been entitled to receive under such awards (and at the same time)
had he remained employed until the last day of the applicable performance period.
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     (d) The Company may not set-off or counterclaim losses, fines or damages in respect of any claim, debt or obligation against any payment to or
benefit for Executive provided for in this Agreement.

     (e) Without limiting Executive’s rights at law or in equity, if the Company fails to make any payment or provide any benefit required to be made or
provided hereunder within thirty (30) days of the date it is due, the Company will pay interest on the amount or value thereof at an annualized rate of
interest equal to the “prime rate” as quoted from time to time during the relevant period in The Wall Street Journal, plus three percent. Such interest will
be payable as it accrues on demand. Any change in such prime rate will be effective on and as of the date of such change.

     (f) The Company acknowledges that its severance pay plans and policies applicable in general to its salaried employees do not provide for
mitigation, offset or reduction of any severance payment received thereunder. Accordingly, the parties hereto expressly agree that the payment of the
severance compensation by the Company to Executive in accordance with the terms of this Agreement shall be liquidated damages and that Executive
shall not be required to mitigate the amount of any payment provided for in this Agreement by seeking other employment or otherwise, nor shall any
profits, income, earnings or other benefits from any source whatsoever create any mitigation, offset, reduction or any other obligation on the part of
Executive hereunder or otherwise, except as expressly provided in this Section 5.

     6. Travel. Executive shall be required to travel to the extent reasonably necessary for the performance of Executive’s responsibilities under this
Agreement.

     7. Successors; Binding Agreement. The Company will require any successor (whether direct or indirect, by purchase, merger, consolidation or otherwise)
to all or substantially all the business and/or assets of the Company, to expressly assume and agree to perform this Agreement in the same manner and to the
same extent that the Company would be required to perform it if no such succession had taken place, and will assign its rights and obligations hereunder to
such successor. Failure of the Company to make such an assignment and to obtain such assumption and agreement prior to the effectiveness of any such
succession, unless Executive agrees otherwise in writing with the Company or the successor, shall entitle Executive to compensation from the Company in the
same amount and on the same terms as Executive would be entitled to hereunder if Executive terminates Executive’s employment for Good Reason and the
date on which any such succession becomes effective shall be deemed Executive’s Date of Termination. As used in this Agreement, “Company” shall mean
the Company as hereinbefore defined and any successor to its business and/or assets as aforesaid which assumes and agrees to perform this Agreement by
operation of law, or otherwise. This Agreement shall inure to the benefit of and be enforceable by Executive’s personal or legal representatives, executors,
administrators, successors, heirs, distributees and/or legatees. This Agreement is personal in nature and neither of the parties hereto shall, without the consent
of the other, assign, transfer or delegate this Agreement or any rights or obligations hereunder except as expressly provided in this Section 7.
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     Without limiting the generality of the foregoing, Executive’s right to receive payments hereunder shall not be assignable or transferable, whether by
pledge, creation of a security interest or otherwise, other than by a transfer by Executive’s will or by the laws of descent and distribution and, in the event of
any attempted assignment or transfer contrary to this Section 7, the Company shall have no liability to pay to the purported assignee or transferee any amount
so attempted to be assigned or transferred. The Company and Executive recognize that each party will have no adequate remedy at law for any material
breach by the other of any of the agreements contained herein and, in the event of any such breach, the Company and Executive hereby agree and consent that
the other shall be entitled to a decree of specific performance, mandamus or other appropriate remedy to enforce performance of this Agreement.

     8. Notices. For the purpose of this Agreement, notices and all other communications provided for in this Agreement shall be in writing, and shall be
deemed to have been duly given when delivered by hand, or mailed by United States certified mail, return receipt requested, postage prepaid, or sent by
Federal Express or similar overnight courier service, addressed to the respective addresses set forth on the signature page of this Agreement, or sent by
facsimile with confirmation of receipt to the respective facsimile numbers set forth on the signature page of this Agreement, provided that all notices to the
Company shall be directed to the attention of the Secretary of the Company (or, if Executive is the Secretary at the time such notice is to be given, to the
Chairman of the Company’s Board of Directors), or to such other address or facsimile number as either party may have furnished to the other in writing in
accordance herewith, except that notice of change of address or facsimile number shall be effective only upon receipt.

     9. Noncompetition.

     (a) From the Effective Date until the Date of Termination, Executive agrees not to engage in any Competitive Activity. For purposes of this
Agreement, the term “Competitive Activity” shall mean Executive’s participation as an employee or consultant, without the written consent of the
Board or any authorized committee thereof, in the management of any business enterprise anywhere in the world if such enterprise is a “Significant
Customer” of any product or service of the Company or engages in competition with any product or service of the Company (including without
limitation any enterprise that is a supplier to an original equipment automotive vehicle manufacturer) or is planning to engage in such competition. For
purposes of this Agreement, the term “Significant Customer” shall mean any customer who represents in excess of 5% of the Company’s sales in any of
the three calendar years prior to the date of determination. “Competitive Activity” shall not include the mere ownership of, and exercise of rights
appurtenant to, securities of a publicly-traded company representing 5% or less of the total voting power and 5% or less of the total value of such an
enterprise. Executive agrees that the Company is a global business and that it is appropriate for this Section 9 to apply to Competitive Activity
conducted anywhere in the world.
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     (b) Executive agrees not to engage directly or indirectly in any Competitive Activity (i) until one (1) year after the Date of Termination if Executive
is terminated by the Company for Cause, or Executive terminates Executive’s employment for other than Good Reason, or (ii) until two (2) years after
the Date of Termination in all other circumstances.

     (c) Executive shall not directly or indirectly, either on Executive’s own account or with or for anyone else, solicit or attempt to solicit any of the
Company’s customers, solicit or attempt to solicit for any business endeavor or hire or attempt to hire any employee of the Company, or otherwise
divert or attempt to divert from the Company any business whatsoever or interfere with any business relationship between the Company and any other
person, (i) until one (1) year after the Date of Termination if Executive is terminated by the Company for Cause, or Executive terminates Executive’s
employment for other than Good Reason, or (ii) until two (2) years after the Date of Termination in all other circumstances.

     (d) Executive acknowledges and agrees that damages in the event of a breach or threatened breach of the covenants in this Section 9 will be difficult
to determine and will not afford a full and adequate remedy, and therefore agree that the Company, in addition to seeking actual damages pursuant to
Section 9 hereof, may seek specific enforcement of the covenant not to compete in any court of competent jurisdiction, including, without limitation, by
the issuance of a temporary or permanent injunction, without the necessity of a bond. Executive and the Company agree that the provisions of this
covenant not to compete are reasonable. However, should any court or arbitrator determine that any provision of this covenant not to compete is
unreasonable, either in period of time, geographical area, or otherwise, the parties agree that this covenant not to compete should be interpreted and
enforced to the maximum extent which such court or arbitrator deems reasonable.

     10. Confidentiality and Cooperation.

     (a) Executive shall not knowingly use, disclose or reveal to any unauthorized person, at any time after the Effective Date, any trade secret or other
confidential information relating to the Company or any of its affiliates, or any of their respective businesses or principals, such as, without limitation,
dealers’ or distributor’s lists, information regarding personnel and manufacturing processes, marketing and sales plans, pricing or cost information, and
all other such information; and Executive confirms that such information is the exclusive property of the Company and its affiliates. Upon termination
of Executive’s employment, Executive agrees to return to the Company on demand by the Company all memoranda, books, papers, letters and other
data, and all copies thereof or therefrom, in any way relating to the business of the Company and its affiliates, whether made by Executive or otherwise
in Executive’s possession.

     (b) Any design, engineering methods, techniques, discoveries, inventions (whether patentable or not), formulae, formulations, technical and product
specifications, bill of materials, equipment descriptions, plans, layouts, drawings, computer programs,
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assembly, quality control, installation and operating procedures, operating manuals, strategic, technical or marketing information, designs, data, secret
knowledge, know-how and all other information of a confidential nature prepared or produced during the period of Executive’s employment and which
ideas, processes, and other materials or information relate to any of the businesses of the Company, shall be owned by the Company and its affiliates
whether or not Executive should in fact execute an assignment thereof or other instrument or document which may be reasonably necessary to protect
and secure such rights to the Company.

     (c) Following the termination of Executive’s employment, Executive agrees to make himself reasonably available to the Company to respond to
periodic requests for information relating to the Company or Executive’s employment which may be within Executive’s knowledge. Executive further
agrees to cooperate fully with the Company in connection with any and all existing or future depositions, litigation, or investigations brought by or
against the Company, any entity related to the Company, or any of its (their) agents, officers, directors or employees, whether administrative, civil or
criminal in nature, in which and to the extent the Company deems Executive’s cooperation necessary. In the event that Executive is subpoenaed in
connection with any litigation or investigation, Executive will immediately notify the Company. Executive shall not receive any additional
compensation, other than reimbursement for reasonable costs and expenses incurred by Executive, in complying with the terms of this Section 10(c).

     11. Arbitration.

     (a) Except as contemplated by Section 9(d) or Section 11(c) hereof, any dispute or controversy arising under or in connection with this Agreement
that cannot be mutually resolved by the parties to this Agreement and their respective advisors and representatives shall be settled exclusively by
arbitration in Southfield, Michigan, before one arbitrator of exemplary qualifications and stature, who shall be selected jointly by an individual to be
designated by the Company and an individual to be selected by Executive, or if such two individuals cannot agree on the selection of the arbitrator, who
shall be selected pursuant to the procedures of the American Arbitration Association, and such arbitration shall be conducted in accordance with the
Employment Dispute Resolution Rules of the American Arbitration Association then in effect.

     (b) The parties agree to use their best efforts to cause (i) the two individuals set forth in the preceding Section 11(a), or, if applicable, the American
Arbitration Association, to appoint the arbitrator within thirty (30) days of the date that a party hereto notifies the other party that a dispute or
controversy exists that necessitates the appointment of an arbitrator, and (ii) any arbitration hearing to be held within thirty (30) days of the date of
selection of the arbitrator, and, as a condition to his or her selection, such arbitrator must consent to be available for a hearing, at such time.
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     (c) Judgment may be entered on the arbitrator’s award in any court having jurisdiction, provided that Executive shall be entitled to seek specific
performance of Executive’s right to be paid and to participate in benefit programs during the pendency of any dispute or controversy arising under or in
connection with this Agreement. The Company and Executive hereby agree that the arbitrator shall be empowered to enter an equitable decree
mandating specific performance of the terms of this Agreement. If any dispute under this Section 11 shall be pending, Executive shall continue to
receive at a minimum the base salary which Executive was receiving immediately prior to the act or omission which forms the basis for the dispute. At
the close of the arbitration, such continued base salary payments may be offset against any damages awarded to Executive or may be recovered from
Executive if it is determined that Executive was not entitled to the continued payment of base salary under the other provisions of this Agreement.

     12. Modifications. No provision of this Agreement may be modified, amended, waived or discharged unless such modification, amendment, waiver or
discharge is agreed to in writing and signed by both Executive and such officer of the Company as may be specifically designated by the Board.

     13. No Implied Waivers. Failure of either party at any time to require performance by the other party of any provision hereof shall in no way affect the
full right to require such performance at any time thereafter. Waiver by either party of a breach of any obligation hereunder shall not constitute a waiver of
any succeeding breach of the same obligation. Failure of either party to exercise any of its rights provided herein shall not constitute a waiver of such right.

     14. Governing Law. The validity, interpretation, construction and performance of this Agreement shall be governed by the laws of the State of Michigan
without giving effect to any conflicts of laws rules.

     15. Payments Net of Taxes. Any payments provided for herein which are subject to Federal, State, local or other governmental tax or other withholding
requirements or obligations, shall have such amounts withheld prior to payment, and the Company shall be considered to have fully satisfied its obligation
hereunder by making such payments to Executive net of and after deduction for all applicable withholding obligations.

     16. Capacity of Parties. The parties hereto warrant that they have the capacity and authority to execute this Agreement.

     17. Validity. The invalidity or unenforceability of any provision of this Agreement shall not, at the option of the party for whose benefit such provision
was intended, affect the validity or enforceability of any other provision of the Agreement, which shall remain in full force and effect.
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     18. Counterparts. This Agreement may be executed in several counterparts, each of which shall be deemed to be an original but all of which together will
constitute one and the same instrument.

     19. Entire Agreement. On and after the Effective Date, this Agreement shall contain the entire agreement by the parties with respect to the matters
covered herein and supersedes any prior agreement (including, but not limited to, the Existing Agreement), condition, practice, custom, usage and obligation
with respect to such matters insofar as any such prior agreement, condition, practice, custom, usage or obligation might have given rise to any enforceable
right. No agreements, understandings or representations, oral or otherwise, express or implied, with respect to the subject matter hereof have been made by
either party which are not expressly set forth in this Agreement.

     20. Legal Fees and Expenses. It is the intent of the Company that Executive not be required to incur the expenses associated with the enforcement of
Executive’s rights under this Agreement by litigation or other legal action because the cost and expense thereof would substantially detract from the benefits
intended to be extended to Executive hereunder. Accordingly, the Company shall pay or cause to be paid and be solely responsible for any and all reasonable
attorneys’ and related fees and expenses incurred by Executive (i) as a result of the Company’s failure to perform this Agreement or any provision hereof or
(ii) as a result of the Company unreasonably or maliciously contesting the validity or enforceability of this Agreement or any provision hereof as aforesaid.

     21. Code Section 409A. Notwithstanding anything to the contrary in Section 5 hereof, and to the maximum extent permitted by law, this Agreement shall
be interpreted in such a manner that all payments of Severance Benefits to Executive under this Agreement are either exempt from, or comply with,
Section 409A of the Internal Revenue Code of 1986, as amended (the “Code”), and the regulations and other interpretive guidance issued thereunder
(collectively, “Section 409A”), including without limitation any such regulations or other guidance that may be issued after the Effective Date. For purposes
of Section 409A, the right to a series of installment payments under this Agreement shall be treated as a right to a series of separate payments.

     The “Lear Corporation Code Section 409A Policies and Procedures” as in effect on the Effective Date are hereby incorporated by reference in this
Agreement as if set forth herein, and shall supersede any conflicting provisions of this Agreement.

     22. No Excise Tax Gross-Up; Possible Reduction of Payments.

     (a) If it is determined that any amount or benefit to be paid or payable to Executive under this Agreement or otherwise in conjunction with his
employment (whether paid or payable or distributed or distributable pursuant to the terms of this Agreement or otherwise in conjunction with his
employment) would give rise to liability of Executive for the excise tax imposed by Section 4999 of the Code, as amended from time to time, or
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any successor provision (the “Excise Tax”), then the amount or benefits payable to Executive (the total value of such amounts or benefits, the
“Payments”) shall be reduced by the Company to the extent necessary so that no portion of the Payments to Executive is subject to the Excise Tax;
provided, however, such reduction shall be made only if it results in the Executive retaining a greater amount of Payments on an after-tax basis (taking
into account the Excise Tax and applicable federal, state, and local income and payroll taxes). In the event Payments are required to be reduced
pursuant to this Section 22(a), they shall be reduced in the following order of priority in a manner consistent with Section 409A: (i) first from cash
compensation, (ii) next from equity compensation, then (iii) pro-rata among all remaining Payments and benefits.

     (b) The independent public accounting firm serving as the Company’s auditing firm, or such other accounting firm, law firm or professional
consulting services provider of national reputation and experience reasonably acceptable to the Company and Executive (the “Accountants”) shall
make in writing in good faith all calculations and determinations under this Section 22, including the assumptions to be used in arriving at any
calculations. For purposes of making the calculations and determinations under this Section 22, the Accountants and each other party may make
reasonable assumptions and approximations concerning the application of Section 280G and Section 4999 of the Code. The Company and Executive
shall furnish to the Accountants and each other such information and documents as the Accountants and each other may reasonably request to make the
calculations and determinations under this Section 22. The Company shall bear all costs the Accountants incur in connection with any calculations
contemplated hereby.
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     IN WITNESS WHEREOF, the parties have executed this Agreement as of the date and year first above written.
     
 LEAR CORPORATION

  

 By:  /s/ Terrence B. Larkin   
  Name:  Terrence B. Larkin  

  Title:  Senior Vice President, General Counsel and
Corporate Secretary  

 
     
 EXECUTIVE:

  

 /s/ Matthew J. Simoncini   
 Matthew J. Simoncini  

 
Address: ______________________
                 _______________________
Fax: __________________________ 
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Exhibit 10.2

AMENDED AND RESTATED EMPLOYMENT AGREEMENT

     THIS AMENDED AND RESTATED EMPLOYMENT AGREEMENT (this “Agreement”) is dated as of August 9, 2011, between Lear Corporation, a
Delaware corporation (the “Company”) and Robert E. Rossiter (“Executive”).

     WHEREAS, the Company and Executive are currently parties to an employment agreement, dated June 30, 2009 (the “Existing Agreement”), pursuant to
which Executive serves as Chief Executive Officer (“CEO”) of the Company;

     WHEREAS, Executive agrees to assume his new position described herein and has delivered to the Board of Directors of the Company (the “Board”),
concurrently with the execution of this Agreement, his written resignation from the Board, effective September 1, 2011 (the “Changeover Date”);

     WHEREAS, the parties have agreed that Executive shall remain employed by the Company, serving solely in a transition and advisory role, on and after
the Changeover Date;

     WHEREAS, the Company desires to have the benefit of Executive’s continued service and the restrictive covenants contained herein; and

     WHEREAS, the parties desire to enter into a new employment agreement reflecting the terms of Executive’s continuing employment.

     NOW, THEREFORE, in consideration of the mutual covenants contained herein and other good and valuable consideration, the receipt and sufficiency of
which are hereby acknowledged, and intending to be legally bound, the parties hereby agree as follows:

     1. Effectiveness and Term of Agreement. This Agreement shall commence on and as of the Changeover Date and continue until May 31, 2012 (the
“Expiration Date”) or until Executive’s employment earlier terminates as provided herein (the “Term”). Executive has delivered to the Board concurrently
with the execution of this Agreement a written resignation from the Board, which resignation shall become effective as of the Changeover Date.
Notwithstanding anything contained herein to the contrary, all provisions of the Existing Agreement will continue to apply until the Changeover Date, at
which time the Existing Agreement shall hereby terminate and the provisions of this Agreement will apply and supersede the Existing Agreement in its
entirety.

 



 

     2. Terms of Employment. During the Term, Executive agrees to be an employee of the Company, serving solely in a transition and advisory role.
Executive agrees to devote so much of his working time and attention to the business and affairs of the Company in connection with the transition of the role
of CEO, to discharge the responsibilities associated with his position with the Company as reasonably may be directed by the Company’s CEO, and to use his
best efforts to perform faithfully and efficiently such responsibilities. Nothing herein shall prohibit Executive from devoting his time to civic and community
activities, serving as a member of the Board of Directors of other corporations that do not compete with the Company, or managing personal investments, as
long as the foregoing do not interfere with the performance of Executive’s duties hereunder or violate the terms of the Company’s Code of Business Ethics
and Conduct, the Company’s Corporate Governance Guidelines, or other policies applicable to the Company’s executives generally, as those policies may be
amended from time to time by the Company.

     3. Compensation.

     (a) As compensation for Executive’s services under this Agreement, Executive shall be entitled during the Term to receive a base salary the
annualized amount of which shall be $1,330,000, to be paid in accordance with existing payroll practices for executives of the Company.

     (b) Provided Executive’s employment is not terminated pursuant to Section 4 hereof prior to the applicable payment date, Executive shall be entitled
to an incentive compensation bonus (“Bonus”), or prorated Bonus, as applicable, in accordance with the Company’s Annual Incentive Plan (“AIP”), for
his services to the Company, the annualized target amount of which shall be 150% of Executive’s base salary. Payment of each Bonus shall be made at
the same time as bonus payments are made to the Company’s other senior executives under the AIP. Payment of Executive’s Bonus for 2012 shall be
conditioned on Executive’s execution of a general release agreement in accordance with Section 9(e) hereof. The actual amounts paid by the Company
are dependent on the attainment of the applicable performance criteria in each calendar year.

     (c) For the avoidance of doubt, and notwithstanding anything contained herein to the contrary, Executive’s long-term incentive awards, granted
under the Company’s Long-Term Stock Incentive Plan, that remain outstanding as of the Changeover Date shall continue to be governed by the terms
of such awards in effect immediately prior to the execution of this Agreement.

     (d) During the Term, Executive shall be eligible for participation in the welfare, retirement, perquisite and fringe benefit, and other benefit plans,
practices, policies and programs, as may be in effect from time to time, for senior executives of the Company generally.

     (e) During the Term, Executive shall be eligible for prompt reimbursement for business expenses reasonably incurred by Executive in accordance
with the Company’s policies, as may be in effect from time to time, for its senior executives generally.
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     (f) During the Term, the Company shall provide Executive with reasonable office space, which office space may differ from that provided to
Executive immediately prior to the Changeover Date.

     4. Termination of Employment Prior to Expiration Date.

     (a) Notice. The employment relationship may be terminated prior to the Expiration Date by the Company with or without Cause or for Incapacity, or
by Executive with or without Good Reason, all as defined below, by giving a Notice of Termination. For purposes of this Agreement, a “Notice of
Termination” shall mean a notice which shall indicate the specific termination provision in this Agreement relied upon, if any, and shall set forth in
reasonable detail the facts and circumstances claimed to provide a basis for termination of Executive’s employment under the provision so indicated.
All notices under this Section 4(a) shall be given in accordance with the requirements of Section 8.

     (b) Incapacity. If the Company reasonably determines that Executive is unable at any time to perform the duties of Executive’s position because of
a serious illness, injury, impairment, or physical or mental condition and Executive is not eligible for or has exhausted all leave to which Executive may
be entitled under the Family and Medical Leave Act (“FMLA”) or, if more generous, other applicable state or local law, the Company may terminate
Executive’s employment for “Incapacity”. In addition, at any time that Executive is on a leave of absence, the Company may temporarily reassign the
duties of Executive’s position to one or more other executives without creating a basis for Executive’s Good Reason resignation, provided that the
Company restores such duties to Executive upon Executive’s return to work.

     (c) Cause. Termination of Executive’s employment for “Cause” shall mean termination upon:

     (i) an act of fraud, embezzlement or theft by Executive in connection with Executive’s duties or in the course of Executive’s employment with
the Company;

     (ii) Executive’s material breach of any provision of this Agreement, provided that in those instances in which Executive’s material breach is
capable of being cured, Executive has failed to cure within a thirty (30) day period after notice from the Company;

     (iii) an act or omission, which is (x) willful or grossly negligent, (y) contrary to established policies or practices of the Company, and
(z) materially harmful to the business or reputation of the Company, or to the business of the Company’s customers or suppliers as such relate to the
Company; or
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     (iv) a plea of nolo contendere to, or conviction for, a felony.

     (d) Good Reason. For purposes of this Agreement, “Good Reason” shall mean the occurrence of any of the following circumstances or events:

     (i) any reduction by the Company in Executive’s base salary or adverse change in the manner of computing Executive’s incentive compensation
opportunity, as in effect from time to time;

     (ii) the failure by the Company to pay or provide to Executive any amounts of base salary or earned incentive compensation or any benefits which
are due, owing and payable to Executive, or to pay to Executive any portion of an installment of deferred compensation due under any deferred
compensation program of the Company;

     (iii) the failure by the Company to continue to provide Executive with benefits substantially similar in the aggregate to the Company’s life
insurance, medical, dental, health, accident or disability plans in which Executive is participating at the date of this Agreement;

     (iv) except on a temporary basis as described in Section 4(b), a material adverse change in Executive’s responsibilities, position, reporting
relationships, authority or duties. For purposes of clarification, Executive agrees that it will not be a material adverse change for the Company to
reassign Executive to a position with at least substantially similar responsibilities and authority;

     (v) the transfer of Executive’s principal place of employment to a location fifty (50) or more miles from its location immediately preceding the
transfer; or

     (vi) without limiting the generality or effect of the foregoing, any material breach of this Agreement by the Company.

     Notwithstanding anything else herein, Good Reason shall not exist if, with regard to the circumstances or events relied upon in Executive’s Notice
of Termination: (x) Executive failed to provide a Notice of Termination to the Company within sixty (60) days of the date Executive knew or should
have known of such circumstances or events, (y) the circumstances or events are fully corrected by the Company prior to the Date of Termination, or
(z) Executive gives Executive’s express written consent to the circumstances or events. For the avoidance of doubt, Executive’s (i) written notice of
resignation from the Board, which Executive has delivered to the Board concurrently with the execution of this Agreement; (ii) execution of this
Agreement; or (iii) termination of the Existing Agreement, shall not, either alone or together, constitute a termination of the Existing Agreement by
Executive for Good Reason.
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     (e) Date of Termination. “Date of Termination” shall mean the Expiration Date or, if earlier, the first to occur of the following:

     (i) if Executive’s employment is terminated by reason of Executive’s death, the date of Executive’s death;

     (ii) if Executive’s employment is terminated by the Company for any reason other than because of Executive’s death, the date specified in the
Notice of Termination (which shall not be prior to the date of the notice);

     (iii) if Executive’s employment is terminated by Executive for any reason, the Date of Termination shall be not less than thirty (30) nor more than
sixty (60) days from the date such Notice of Termination is given, or such earlier date after the date such Notice of Termination is given as may be
identified by the Company.

     Unless the Company instructs Executive not to do so, Executive shall continue to perform services as provided in this Agreement through the Date
of Termination.

     (f) Employee Benefits. A termination by the Company pursuant to Section 4(c) hereof or by Executive pursuant to Section 4(d) hereof shall not
affect any rights which Executive may have pursuant to any other agreement, policy, plan, program or arrangement of the Company providing
employee benefits, which rights shall be governed by the terms thereof and by Section 5.

     5. Compensation Upon Termination Prior to Expiration Date.

     (a) Termination for Incapacity, for Cause, without Good Reason, or upon Death. If, prior to the Expiration Date, Executive’s employment shall
be terminated by the Company for Incapacity or for Cause, by Executive without Good Reason, or upon Executive’s death, the Company shall pay to
Executive (or, in the event of Executive’s death, to Executive’s beneficiary or estate), when the same would otherwise have been due, Executive’s base
salary through the Date of Termination and any other accrued amounts then payable through the Date of Termination and shall have no further
obligations under this Agreement.

     (b) Termination without Cause or with Good Reason. If, prior to the Expiration Date, Executive’s employment shall be terminated by the
Company without Cause or by Executive with Good Reason, the Company shall pay to Executive, when the same would otherwise have been due, all
of the compensation to which Executive would have been entitled under this Agreement had his employment not terminated until the Expiration Date.
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     6. Travel. Executive shall be required to travel to the extent reasonably necessary for the performance of Executive’s responsibilities under this
Agreement.

     7. Successors; Binding Agreement. The Company will require any successor (whether direct or indirect, by purchase, merger, consolidation or otherwise)
to all or substantially all the business and/or assets of the Company, to expressly assume and agree to perform this Agreement in the same manner and to the
same extent that the Company would be required to perform it if no such succession had taken place, and will assign its rights and obligations hereunder to
such successor. Failure of the Company to make such an assignment and to obtain such assumption and agreement prior to the effectiveness of any such
succession, unless Executive agrees otherwise in writing with the Company or the successor, shall entitle Executive to compensation from the Company in the
same amount and on the same terms as Executive would be entitled to hereunder if Executive terminates Executive’s employment for Good Reason and the
date on which any such succession becomes effective shall be deemed Executive’s Date of Termination. As used in this Agreement, “Company” shall mean
the Company as hereinbefore defined and any successor to its business and/or assets as aforesaid which assumes and agrees to perform this Agreement by
operation of law, or otherwise. This Agreement shall inure to the benefit of and be enforceable by Executive’s personal or legal representatives, executors,
administrators, successors, heirs, distributees and/or legatees. This Agreement is personal in nature and neither of the parties hereto shall, without the consent
of the other, assign, transfer or delegate this Agreement or any rights or obligations hereunder except as expressly provided in this Section 7. Without limiting
the generality of the foregoing, Executive’s right to receive payments hereunder shall not be assignable or transferable, whether by pledge, creation of a
security interest or otherwise, other than by a transfer by Executive’s will or by the laws of descent and distribution and, in the event of any attempted
assignment or transfer contrary to this Section 7, the Company shall have no liability to pay to the purported assignee or transferee any amount so attempted
to be assigned or transferred. The Company and Executive recognize that each party will have no adequate remedy at law for any material breach by the other
of any of the agreements contained herein and, in the event of any such breach, the Company and Executive hereby agree and consent that the other shall be
entitled to a decree of specific performance, mandamus or other appropriate remedy to enforce performance of this Agreement.

     8. Notices. For the purpose of this Agreement, notices and all other communications provided for in this Agreement shall be in writing, and shall be
deemed to have been duly given when delivered by hand, or mailed by United States certified mail, return receipt requested, postage prepaid, or sent by
Federal Express or similar overnight courier service, addressed to the respective addresses set forth on the signature page of this Agreement, or sent by
facsimile with confirmation of receipt to the respective facsimile numbers set forth on the signature page of this Agreement, provided that all notices to the
Company shall be directed to the attention of the Secretary of the Company (or, if Executive is the Secretary at the time such notice is to be given, to the
Chairman of the Company’s Board of Directors), or to such other address or facsimile number as either party may have furnished to the other in writing in
accordance herewith, except that notice of change of address or facsimile number shall be effective only upon receipt.
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     9. Noncompetition.

     (a) From the Changeover Date until the Date of Termination, Executive agrees not to engage in any Competitive Activity. For purposes of this
Agreement, the term “Competitive Activity” shall mean Executive’s participation as an employee or consultant, without the written consent of the CEO
or the Board or any authorized committee thereof, in the management of any business enterprise anywhere in the world if such enterprise is a
“Significant Customer” of any product or service of the Company or engages in competition with any product or service of the Company (including
without limitation any enterprise that is a supplier to an original equipment automotive vehicle manufacturer) or is planning to engage in such
competition. For purposes of this Agreement, the term “Significant Customer” shall mean any customer who represents in excess of 5% of the
Company’s sales in any of the three calendar years prior to the date of determination. “Competitive Activity” shall not include the mere ownership of,
and exercise of rights appurtenant to, securities of a publicly-traded company representing 5% or less of the total voting power and 5% or less of the
total value of such an enterprise. Executive agrees that the Company is a global business and that it is appropriate for this Section 9 to apply to
Competitive Activity conducted anywhere in the world.

     (b) Executive agrees not to engage directly or indirectly in any Competitive Activity (i) until one (1) year after the Date of Termination if Executive
is terminated by the Company for Cause, or Executive terminates Executive’s employment for other than Good Reason, or (ii) until two (2) years after
the Date of Termination in all other circumstances.

     (c) Executive shall not directly or indirectly, either on Executive’s own account or with or for anyone else, solicit or attempt to solicit any of the
Company’s customers, solicit or attempt to solicit for any business endeavor or hire or attempt to hire any employee of the Company, or otherwise
divert or attempt to divert from the Company any business whatsoever or interfere with any business relationship between the Company and any other
person, (i) until one (1) year after the Date of Termination if Executive is terminated by the Company for Cause, or Executive terminates Executive’s
employment for other than Good Reason, or (ii) until two (2) years after the Date of Termination in all other circumstances.

     (d) Executive acknowledges and agrees that damages in the event of a breach or threatened breach of the covenants in this Section 9 will be difficult
to determine and will not afford a full and adequate remedy, and therefore agree that the Company, in addition to seeking actual damages pursuant to
Section 9 hereof, may seek specific enforcement of the covenant not to compete in any court of competent jurisdiction, including, without limitation, by
the issuance of a temporary or permanent injunction, without the necessity of a bond. Executive and the Company agree that the provisions of this
covenant not to compete are reasonable. However, should any court or arbitrator determine that any provision of this covenant not to compete is
unreasonable, either in period of time,
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geographical area, or otherwise, the parties agree that this covenant not to compete should be interpreted and enforced to the maximum extent which
such court or arbitrator deems reasonable.

     (e) In consideration of the Company’s undertakings under this Agreement, Executive shall execute and deliver a general release agreement in form
and substance reasonably acceptable to the Company (and any revocation period under such release agreement shall expire) no later than forty-five
(45) calendar days after the Expiration Date.

     10. Confidentiality and Cooperation.

     (a) Executive shall not knowingly use, disclose or reveal to any unauthorized person, at any time after the Changeover Date, any trade secret or
other confidential information relating to the Company or any of its affiliates, or any of their respective businesses or principals, such as, without
limitation, dealers’ or distributor’s lists, information regarding personnel and manufacturing processes, marketing and sales plans, pricing or cost
information, and all other such information; and Executive confirms that such information is the exclusive property of the Company and its affiliates.
Upon termination of Executive’s employment, Executive agrees to return to the Company on demand by the Company all memoranda, books, papers,
letters and other data, and all copies thereof or therefrom, in any way relating to the business of the Company and its affiliates, whether made by
Executive or otherwise in Executive’s possession.

     (b) Any design, engineering methods, techniques, discoveries, inventions (whether patentable or not), formulae, formulations, technical and product
specifications, bill of materials, equipment descriptions, plans, layouts, drawings, computer programs, assembly, quality control, installation and
operating procedures, operating manuals, strategic, technical or marketing information, designs, data, secret knowledge, know-how and all other
information of a confidential nature prepared or produced during the period of Executive’s employment and which ideas, processes, and other materials
or information relate to any of the businesses of the Company, shall be owned by the Company and its affiliates whether or not Executive should in fact
execute an assignment thereof or other instrument or document which may be reasonably necessary to protect and secure such rights to the Company.

     (c) Following the termination of Executive’s employment, Executive agrees to make himself reasonably available to the Company to respond to
periodic requests for information relating to the Company or Executive’s employment which may be within Executive’s knowledge. Executive further
agrees to cooperate fully with the Company in connection with any and all existing or future depositions, litigation, or investigations brought by or
against the Company, any entity related to the Company, or any of its (their) agents, officers, directors or employees, whether administrative, civil or
criminal in nature, in which and to the extent the Company deems Executive’s cooperation necessary. In the event that Executive is subpoenaed in
connection with any litigation or
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investigation, Executive will immediately notify the Company. Executive shall not receive any additional compensation, other than reimbursement for
reasonable costs and expenses incurred by Executive, in complying with the terms of this Section 10(c).

     11. Arbitration.

     (a) Except as contemplated by Section 9(d) or Section 11(c) hereof, any dispute or controversy arising under or in connection with this Agreement
that cannot be mutually resolved by the parties to this Agreement and their respective advisors and representatives shall be settled exclusively by
arbitration in Southfield, Michigan, before one arbitrator of exemplary qualifications and stature, who shall be selected jointly by an individual to be
designated by the Company and an individual to be selected by Executive, or if such two individuals cannot agree on the selection of the arbitrator, who
shall be selected pursuant to the procedures of the American Arbitration Association, and such arbitration shall be conducted in accordance with the
Employment Dispute Resolution Rules of the American Arbitration Association then in effect.

     (b) The parties agree to use their best efforts to cause (i) the two individuals set forth in the preceding Section 11(a), or, if applicable, the American
Arbitration Association, to appoint the arbitrator within thirty (30) days of the date that a party hereto notifies the other party that a dispute or
controversy exists that necessitates the appointment of an arbitrator, and (ii) any arbitration hearing to be held within thirty (30) days of the date of
selection of the arbitrator, and, as a condition to his or her selection, such arbitrator must consent to be available for a hearing, at such time.

     (c) Judgment may be entered on the arbitrator’s award in any court having jurisdiction, provided that Executive shall be entitled to seek specific
performance of Executive’s right to be paid and to participate in benefit programs during the pendency of any dispute or controversy arising under or in
connection with this Agreement. The Company and Executive hereby agree that the arbitrator shall be empowered to enter an equitable decree
mandating specific performance of the terms of this Agreement. If any dispute under this Section 11 shall be pending, Executive shall continue to
receive at a minimum the base salary which Executive was receiving immediately prior to the act or omission which forms the basis for the dispute. At
the close of the arbitration, such continued base salary payments may be offset against any damages awarded to Executive or may be recovered from
Executive if it is determined that Executive was not entitled to the continued payment of base salary under the other provisions of this Agreement.

     12. Modifications. No provision of this Agreement may be modified, amended, waived or discharged unless such modification, amendment, waiver or
discharge is agreed to in writing and signed by both Executive and such officer of the Company as may be specifically designated by the Board.
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     13. No Implied Waivers. Failure of either party at any time to require performance by the other party of any provision hereof shall in no way affect the
full right to require such performance at any time thereafter. Waiver by either party of a breach of any obligation hereunder shall not constitute a waiver of
any succeeding breach of the same obligation. Failure of either party to exercise any of its rights provided herein shall not constitute a waiver of such right.

     14. Governing Law. The validity, interpretation, construction and performance of this Agreement shall be governed by the laws of the State of Michigan
without giving effect to any conflicts of laws rules.

     15. Payments Net of Taxes. Any payments provided for herein which are subject to Federal, State, local or other governmental tax or other withholding
requirements or obligations, shall have such amounts withheld prior to payment, and the Company shall be considered to have fully satisfied its obligation
hereunder by making such payments to Executive net of and after deduction for all applicable withholding obligations.

     16. Capacity of Parties. The parties hereto warrant that they have the capacity and authority to execute this Agreement.

     17. Validity. The invalidity or unenforceability of any provision of this Agreement shall not, at the option of the party for whose benefit such provision
was intended, affect the validity or enforceability of any other provision of the Agreement, which shall remain in full force and effect.

     18. Counterparts. This Agreement may be executed in several counterparts, each of which shall be deemed to be an original but all of which together will
constitute one and the same instrument.

     19. Entire Agreement. Provided Executive has delivered a written notice of resignation in accordance with Section 1 hereof, upon the Changeover Date
this Agreement will contain the entire agreement by the parties with respect to the matters covered herein and supersedes any prior agreement (including, but
not limited to, the Existing Agreement), condition, practice, custom, usage and obligation with respect to such matters insofar as any such prior agreement,
condition, practice, custom, usage or obligation might have given rise to any enforceable right No agreements, understandings or representations, oral or
otherwise, express or implied, with respect to the subject matter hereof have been made by either party which are not expressly set forth in this Agreement.

     20. Legal Fees and Expenses. It is the intent of the Company that Executive not be required to incur the expenses associated with the enforcement of
Executive’s rights under this Agreement by litigation or other legal action because the cost and expense thereof would substantially detract from the benefits
intended to be extended to Executive hereunder. Accordingly, the Company shall pay or cause to be paid and be solely responsible for any and all
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reasonable attorneys’ and related fees and expenses incurred by Executive (i) as a result of the Company’s failure to perform this Agreement or any provision
hereof or (ii) as a result of the Company unreasonably or maliciously contesting the validity or enforceability of this Agreement or any provision hereof as
aforesaid.

     21. Code Section 409A. Notwithstanding anything to the contrary in Section 5 hereof, and to the maximum extent permitted by law, this Agreement shall
be interpreted in such a manner that all payments to Executive under this Agreement are either exempt from, or comply with, Section 409A of the Code and
the regulations and other interpretive guidance issued thereunder (collectively, “Section 409A”), including without limitation any such regulations or other
guidance that may be issued after the Effective Date.

     The “Lear Corporation Code Section 409A Policies and Procedures” as in effect on the Effective Date are hereby incorporated by reference in this
Agreement as if set forth herein, and shall supersede any conflicting provisions of this Agreement.

     22. No Excise Tax Gross-Up; Possible Reduction of Payments.

     (a) If it is determined that any amount or benefit to be paid or payable to Executive under this Agreement or otherwise in conjunction with his
employment (whether paid or payable or distributed or distributable pursuant to the terms of this Agreement or otherwise in conjunction with his
employment) would give rise to liability of Executive for the excise tax imposed by Section 4999 of the Code, as amended from time to time, or any
successor provision (the “Excise Tax”), then the amount or benefits payable to Executive (the total value of such amounts or benefits, the “Payments”)
shall be reduced by the Company to the extent necessary so that no portion of the Payments to Executive is subject to the Excise Tax; provided,
however, such reduction shall be made only if it results in the Executive retaining a greater amount of Payments on an after-tax basis (taking into
account the Excise Tax and applicable federal, state, and local income and payroll taxes). In the event Payments are required to be reduced pursuant to
this Section 22(a), they shall be reduced in the following order of priority in a manner consistent with Section 409A: (i) first from cash compensation,
(ii) next from equity compensation, then (iii) pro-rata among all remaining Payments and benefits.

     (b) The independent public accounting firm serving as the Company’s auditing firm, or such other accounting firm, law firm or professional
consulting services provider of national reputation and experience reasonably acceptable to the Company and Executive (the “Accountants”) shall
make in writing in good faith all calculations and determinations under this Section 22, including the assumptions to be used in arriving at any
calculations. For purposes of making the calculations and determinations under this Section 22, the Accountants and each other party may make
reasonable assumptions and approximations concerning the application of Section 280G and Section 4999 of the Code. The Company and Executive
shall furnish to the Accountants and each other such information and documents as the Accountants and each other may reasonably request to make the
calculations and determinations under this Section 22. The Company shall bear all costs the Accountants incur in connection with any calculations
contemplated hereby.
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     IN WITNESS WHEREOF, the parties have executed this Agreement as of the date and year first above written.
     
 LEAR CORPORATION

  

 By:  /s/ Terrence B. Larkin   
  Name:  Terrence B. Larkin  

  Title:  Senior Vice President, General Counsel and
Corporate Secretary  

 
     
 EXECUTIVE:

  

 /s/ Robert E. Rossiter   
 Robert E. Rossiter  

 
Address: ______________________
                 _______________________
Fax: __________________________ 
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Exhibit 31.1

CERTIFICATION

I, Matthew J. Simoncini, certify that:

1.  I have reviewed this quarterly report on Form 10-Q of Lear Corporation;

2.  Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this
report;

3.  Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4.  The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f))
for the registrant and have:

 (a)  Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

 

 (b)  Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

 

 (c)  Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

 

 (d)  Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent
fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially
affect, the registrant’s internal control over financial reporting; and

5.  The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

 (a)  All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

 

 (b)  Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control
over financial reporting.

     
   
Date: October 31, 2011 By:  /s/ Matthew J. Simoncini   
  Matthew J. Simoncini  
  President and Chief Executive Officer  
 



Exhibit 31.2

CERTIFICATION

I, Jason M. Cardew, certify that:

1.  I have reviewed this quarterly report on Form 10-Q of Lear Corporation;

2.  Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this
report;

3.  Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4.  The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f))
for the registrant and have:

 (a)  Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

 

 (b)  Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

 

 (c)  Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

 

 (d)  Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent
fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially
affect, the registrant’s internal control over financial reporting; and

5.  The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

 (a)  All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

 

 (b)  Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control
over financial reporting.

     
   
Date: October 31, 2011 By:  /s/ Jason M. Cardew   
  Jason M. Cardew  
  Interim Chief Financial Officer  
 



Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of Lear Corporation (the “Company”) on Form 10-Q for the period ended October 1, 2011, as filed with the
Securities and Exchange Commission (the “Report”), the undersigned, as the Chief Executive Officer of the Company, hereby certifies pursuant to 18 U.S.C.
Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that to his knowledge:

 1.  The Report fully complies with the requirements of Section 13(a) or Section 15(d) of the Securities Exchange Act of 1934; and
 

 2.  The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.
     
   
Date: October 31, 2011 Signed:  /s/ Matthew J. Simoncini  
  Matthew J. Simoncini 
  Chief Executive Officer 
 

This written statement accompanies the Report pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 and shall not, except to the extent required by the
Sarbanes-Oxley Act of 2002, be deemed filed by the Company for purposes of Section 18 of the Securities Exchange Act of 1934.

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the Company and furnished to
the Securities and Exchange Commission or its staff upon request.



Exhibit 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of Lear Corporation (the “Company”) on Form 10-Q for the period ended October 1, 2011, as filed with the
Securities and Exchange Commission (the “Report”), the undersigned, as the Interim Chief Financial Officer of the Company, hereby certifies pursuant to 18
U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that to his knowledge:

 1.  The Report fully complies with the requirements of Section 13(a) or Section 15(d) of the Securities Exchange Act of 1934; and
 

 2.  The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.
     
   
Date: October 31, 2011 Signed:  /s/ Jason M. Cardew   
  Jason M. Cardew  
  Interim Chief Financial Officer  
 

This written statement accompanies the Report pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 and shall not, except to the extent required by the
Sarbanes-Oxley Act of 2002, be deemed filed by the Company for purposes of Section 18 of the Securities Exchange Act of 1934.

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the Company and furnished to
the Securities and Exchange Commission or its staff upon request.


