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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/A, as filed with the Securities and Exchange Commission, for the year ended December 31,2007.

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 and cash flows and statements of 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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ASSETS
CURRENT ASSETS:
Cash and cash equivalents
Accounts receivable
Inventories
Other
Total current assets

LONG-TERM ASSETS:
Property, plant and equipment, net
Goodwill, net
Other

Total long-term assets

LIABILITIES AND STOCKHOLDERS’ EQUITY
CURRENT LIABILITIES::
Short-term borrowings
Accounts payable and drafts
Accrued liabilities
Current portion of long-term debt
Total current liabilities

LONG-TERM LIABILITIES:
Long-term debt
Other

Total long-term liabilities
STOCKHOLDERS’ EQUITY:

Common stock, $0.01 par value, 150,000,000 shares authorized; 82,549,501 shares and 82,547,651 shares

LEAR CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS

(In millions, except share data)

issued as of September 27,2008 and December 31,2007, respectively

Additional paid-in capital

Common stock held in treasury, 5,396,753 shares as of September 27, 2008, and 5,357,686 shares as of

December 31,2007, at cost
Retained deficit
Accumulated other comprehensive income

Total stockholders’ equity

September 27,
2008
(Unaudited)

$ 5232
1,985.8
682.3

452.0

3,6433

1,321.9
2,052.4
637.8
4012.1

$  7.6554

$ 30.8
2,240.0
1,186.1

11.8

3,468.7

2,297.3
757.8

3,055.1

0.8
1,382.0

(189.3)
(130.5)
68.6

1,131.6
$ 76554

The accompanying notes are an integral part of these condensed consolidated balance sheets.
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December 31,
2007

$ 601.3
2,147.6
605.5
363.6

3,718.0

1,392.7
2,054.0
635.7

4,082.4
$ 7.8004

$ 139
22638
1,230.1

96.1

3,603.9

2,344.6
761.2

3,105.8

0.8
1,373.3

(194.5)
(116.5)
27.6

1,090.7
$ 17,8004
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LEAR CORPORATION AND SUBSIDIARIES

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

Three Months Ended Nine Months Ended
September 27, September 29, September 27, September 29,
2008 2007 2008 2007

Net sales $ 3,1335 $ 3,574.6 $ 10,970.1 $ 12,136.0
Cost of sales 3,004.8 3,307.3 10,284.2 11,220.2
Selling, general and administrative expenses 127.8 159.3 416.6 428.6
Divestiture of Interior business — (17.1) — 7.8
Interest expense 46.5 475 139.5 150.3
Other expense, net 31.7 17.5 41.8 42.8
Income (loss) before provision for income taxes (77.3) 60.1 88.0 286.3
Provision for income taxes 20.9 19.1 89.7 71.8
Net income (loss) $ (98.2) $ 41.0 $ (1.7) $ 214.5
Basic net income (loss) per share $ (1.27) $ 0.53 $ (0.02) $ 2.80
Diluted net income (loss) per share $ (1.27) $ 0.52 $ (0.02) $ 2.74

The accompanying notes are an integral part of these condensed consolidated statements.
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LEAR CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

Cash Flows from Operating Activities:
Net income (loss)

(Unaudited; in millions)

Nine Months Ended

Adjustments to reconcile net income (loss) to net cash provided by operating activities:

Divestiture of Interior business
Depreciation and amortization

Net change in recoverable customer engineering and tooling

Net change in working capital items
Net change in sold accounts receivable
Other, net

Net cash provided by operating activities

Cash Flows from Investing Activities:
Additions to property, plant and equipment
Divestiture of Interior business

Other, net

Net cash used in investing activities

Cash Flows from Financing Activities:
Primary credit facility repayments, net
Repayment of senior notes

Other long-term debt repayments, net
Short-term debt repayments, net
Proceeds from exercise of stock options
Repurchase of common stock

Decrease in drafts

Net cash used in financing activities
Effect of foreign currency translation

Net Change in Cash and Cash Equivalents
Cash and Cash Equivalents as of Beginning of Period

Cash and Cash Equivalents as of End of Period

Changes in Working Capital Items:
Accounts receivable

Inventories

Accounts payable

Accrued liabilities and other

Net change in working capital items

Supplementary Disclosure:
Cash paid for interest

Cash paid for income taxes

September 27, September 29,
2008 2007

$ (1.7) $ 214.5
— 7.8

227.5 220.9

(12.4) 23.6
(145.6) (89.7)
133.7 (67.3)
33.6 (0.3)

235.1 309.5
(133.8) (114.1)
— (48.3)
(11.5) (28.8)
(145.3) (191.2)
3.0) 3.0)

(130.8) —
(22.8) 9.7)
0.2) (11.1)

— 7.4

4.2) —
4.1) 8.4)
(165.1) (24.8)

(2.8) 5.8

(78.1) 99.3

601.3 502.7

$ 5232 $ 602.0
$ 99.8 $ (338.2)
(74.0) (44.8)

(78.6) 113.3

(92.8) 180.0
$ (145.6) $ (89.7)
$ 120.1 $ 140.7
$ 82.0 $ 74.7

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

The condensed consolidated financial statements include the accounts of Lear Corporation (“Lear” or the “Parent”), a Delaware corporation and the wholly
owned and less than wholly owned subsidiaries controlled by Lear (collectively, the “Company”). In addition, Lear consolidates variable interest entities in
which it bears a majority of the risk of the entities’ potential losses or stands to gain from a majority of the entities’ expected returns. 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 and its affiliates design and manufacture complete automotive seat systems, electrical distribution systems and select electronic products.
Through the first quarter of 2007, the Company also supplied automotive interior systems and components, including instrument panels and cockpit systems,
headliners and overhead systems, door panels and flooring and acoustic systems (Note 2, “Divestiture of Interior Business”). The Company’s main customers
are automotive original equipment manufacturers. The Company operates facilities worldwide.

Certain amounts in the prior period’s financial statements have been reclassified to conform to the presentation used in the quarter ended September 27,
2008.

(2) Divestiture of Interior Business

On March 31,2007, the Company completed the transfer of substantially all of the assets of the Company’s North American interior business (as well as its
interests in two China joint ventures and $27.4 million of cash) to International Automotive Components Group North America, Inc. and International
Automotive Components Group North America, LLC (together, “IAC North America”). In connection with this transaction, the Company recorded a loss on
divestiture of interior business of $611.5 million, of which $4.6 million was recognized in 2007 ($1.5 million in the first nine months 0f2007) and

$606.9 million was recognized in 2006. The Company also recognized additional costs related to the divestiture, including $7.5 million recorded as cost of
sales and $2.5 million recorded as selling, general and administrative expenses in the accompanying condensed consolidated statement of operations for the
nine months ended September 29,2007.

The divestiture of the Company’s North American interior business substantially completed the disposition ofthe Company’s interior business. In 2006, the
Company completed the contribution of substantially all of its European interior business to International Automotive Components Group, LLC (“IAC
Europe”), in exchange for a one-third equity interest in IAC Europe. In connection with this transaction, the Company recorded a loss on divestiture of
interior business of $35.2 million, of which $6.1 million was recognized in 2007 ($6.3 million in the first nine months 0£2007) and $29.1 million was
recognized in 2006.

(3) Restructuring Activities

In 2005, the Company implemented a comprehensive restructuring strategy intended to (i) better align the Company’s manufacturing capacity with the
changing needs of'its customers, (ii) eliminate excess capacity and lower the operating costs of the Company and (iii) streamline the Company’s
organizational structure and reposition its business for improved long-term profitability. In connection with these restructuring actions, the Company
incurred pretax restructuring costs of $350.9 million through 2007.

In 2008, the Company expects to incur restructuring and related manufacturing inefficiency costs of approximately $150 million. In light of current industry
conditions and recent customer announcements in North America, the Company expects restructuring and related investments of approximately $100 million
in 2009. Restructuring and related manufacturing inefficiency costs include employee termination benefits, 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 expects to 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 the Company’s consolidated financial
statements in accordance with accounting principles generally accepted in the United States. Generally, charges are recorded as elements of the restructuring
strategy are finalized.

In connection with the Company’s prior restructuring actions and current activities, the Company recorded restructuring charges of $114.0 million in the first
nine months 0f 2008, including $96.1 million recorded as cost of sales, $17.3 million recorded as selling, general and administrative expenses and

$0.6 million recorded as other expense, net. The 2008 charges consist of employee termination benefits of $91.0 million, fixed asset impairment charges of
$4.5 million, contract termination costs of $3.3 million and other related costs of $15.2 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 machinery and
equipment with carrying values of $4.5 million in excess of related estimated fair values. Contract termination costs include lease cancellation costs of
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LEAR CORPORATION AND SUBSIDIARIES

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

$1.0 million, pension benefit curtailment charges of $2.5 million, a reduction in previously recorded repayments of various government-sponsored grants of
($1.6) million and various other costs of $1.4 million.

A summary of 2008 charges, excluding pension benefit curtailment charges of $0.1 million, related to prior restructuring actions is shown below (in
millions):

Accrual as of 2008 Utilization Accrual as of
December 31, 2007 Charges Cash Non-cash September 27, 2008
Employee termination benefits $ 68.7 $ 219 $ (664) $ — $ 242
Asset impairments — 34 — (3.4) —
Contract termination costs (credits) 59 0.5) — — 54
Other related costs — 9.8 9.8) — —
Total $ 74.6 $ 346 $ (76.2) $ (3.4) $ 29.6

A summary of 2008 charges, excluding pension benefit curtailment charges of $2.4 million, related to 2008 activities is shown below (in millions):

2008 Utilization Accrual as of
Charges Cash Non-cash September 27, 2008
Employee termination benefits $ 69.1 $ 412 $ — $ 279
Asset impairments 1.1 — (1.1) —
Contract termination costs 13 (0.1) — 1.2
Other related costs 54 (5.4) — —
Total $ 769 $ (46.7) $ (1.1) $ 29.1

(4) 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):

September 27, December 31,

2008 2007
Raw materials $ 498.6 $ 463.9
Work-in-process 43.0 37.5
Finished goods 140.7 104.1
Inventories $ 682.3 $ 605.5

(5) Property, Plant and Equipment

Property, plant and equipment is stated at cost. Depreciable property is depreciated over the estimated useful lives of the assets, principally using the straight-
line method. A summary of property, plant and equipment is shown below (in millions):

September 27, December 31,
2008 2007

Land $ 147.0 $ 138.8
Buildings and improvements 639.2 619.9
Machinery and equipment 2,139.6 2,055.2
Construction in progress 5.2 6.9
Total property, plant and equipment 2,931.0 2,820.8
Less — accumulated depreciation (1,609.1) (1,428.1)
Net property, plant and equipment $§ 13219 $§ 13927
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LEAR CORPORATION AND SUBSIDIARIES

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

Depreciation expense was $74.3 million and $69.3 million in the three months ended September 27,2008 and September 29,2007, respectively, and
$223.4 million and $217.0 million in the nine months ended September 27,2008 and September 29, 2007, respectively.

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 ofthe Company’s property, plant and equipment are capitalized
and depreciated over the remaining life of the related asset.

(6) Goodwill

A summary of the changes in the carrying amount of goodwill, by reportable operating segment, for the nine months ended September 27,2008, is shown
below (in millions):

Electrical and

Seating Electronic Total
Balance as of January 1,2008 $1,097.5 $ 956.5 $2,054.0
Foreign currency translation and other 7.5 9.1) (1.6)
Balance as of September 27,2008 $1,105.0 $ 9474 $2,052.4

(7) Long-Term Debt

A summary of long-term debt and the related weighted average interest rates, including the effect of hedging activities described in Note 17, “Financial
Instruments,” is shown below (in millions):

September 27, 2008 December 31, 2007
Weighted Average Weighted Average
Long-Term Debt Interest Rate Long-Term Debt Interest Rate

Primary Credit Facility $ 988.0 6.60% $ 991.0 7.61%
8.50% Senior Notes, due 2013 300.0 8.50% 300.0 8.50%
8.75% Senior Notes, due 2016 600.0 8.75% 600.0 8.75%
5.75% Senior Notes, due 2014 399.5 5.64% 3994 5.64%
8.125% Euro-denominated Senior Notes, due 2008 — N/A 81.0 8.125%
8.11% Senior Notes, due 2009 — N/A 41.4 8.11%
Zero-coupon Convertible Senior Notes, due 2022 0.8 4.75% 0.8 4.75%
Other 20.8 6.44% 27.1 7.04%

2,309.1 2,440.7
Current portion (11.8) (96.1)
Long-term debt $ 2,297.3 $ 2,344.6

Primary Credit Facility

On July 3,2008, the Company amended its existing primary credit facility (“amended primary credit facility”) to, among other things, extend certain of the
revolving credit commitments thereunder from March 23,2010 to January 31,2012. The extension was offered to each revolving lender, and lenders
consenting to the amendment had their revolving credit commitments reduced by 33.33% on July 11,2008. After giving effect to the amendment, the
Company had outstanding approximately $1.3 billion of revolving credit commitments, $467.5 million of which mature on March 23,2010, and

$821.7 million of which mature on January 31,2012. The amended primary credit facility provides for multicurrency borrowings in a maximum aggregate
amount of $400 million, Canadian borrowings in a maximum aggregate amount of $100 million and swing-line borrowings in a maximum aggregate amount
0f$200 million, the commitments for which are part of the aggregate amended revolving credit commitments. The amendment had no effect on the
Company’s $1.0 billion term loan facility issued under the prior primary credit facility, which continues to have a maturity date of April 25,2012. As of
September 27,2008 and December 31,2007, the Company had $988.0 million and $991.0 million, respectively, in borrowings outstanding under the term
loan facility, with no additional availability, and there were no amounts outstanding under the revolving credit facility. In October 2008, the Company
elected to borrow $400 million under the revolving credit facility to protect against possible short-term disruptions in the credit markets.

The Company’s obligations under the amended primary credit facility are secured by a pledge of all or a portion of the capital stock of certain of its
subsidiaries, including substantially all of its first-tier subsidiaries, and are partially secured by a security interest in the Company’s assets and the assets of
certain of its domestic subsidiaries. In addition, the Company’s obligations under the amended
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LEAR CORPORATION AND SUBSIDIARIES

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

primary credit facility are guaranteed, on a joint and several basis, by certain of its subsidiaries, all of which are directly or indirectly 100% owned by the
Company.

The amended primary credit facility contains certain affirmative and negative covenants, including (i) limitations on fundamental changes involving the
Company or its subsidiaries, asset sales and restricted payments, (ii) a limitation on indebtedness with a maturity shorter than the term loan facility, (iii) a
limitation on aggregate subsidiary indebtedness to an amount which is no more than 5% of consolidated total assets, (iv) a limitation on aggregate secured
indebtedness to an amount which is no more than $100 million and (v) requirements that the Company maintains a leverage coverage ratio of not more than
3.50to 1, as of September 27, 2008, with decreases over time and an interest coverage ratio of not less than 2.75 to 1, as of September 27,2008, with increases
over time. As of December 31,2008, the required leverage coverage ratio covenant will decrease to 3.25 to 1 and the required interest coverage ratio
covenant will increase to 3.00 to 1. The amended primary credit facility also contains customary events of default, including an event of default triggered by
a change of control of the Company.

The leverage and interest coverage ratios, as well as the related components of their computation, are defined in the amended primary credit facility. The
leverage coverage ratio is calculated as the ratio of consolidated indebtedness to the credit facility-operating earnings measure. For the purpose of the
covenant calculation, (i) consolidated indebtedness is generally defined as reported debt, net of cash and cash equivalents up to $700 million and certain
secured borrowings and excluding transactions related to the Company’s asset-backed securitization and factoring facilities and (ii) the credit facility-
operating eamings measure is generally defined as net income (loss) excluding income taxes, interest expense, depreciation and amortization expense, other
income and expense, minority interests in income of subsidiaries in excess of net equity earnings in affiliates, certain historical restructuring and other non-
recurring charges, extraordinary gains and losses and other specified non-cash items. The credit facility-operating earnings measure is a non-GAAP financial
measure that is presented not as a measure of operating results but rather as a measure used to determine covenant compliance under the Company’s amended
primary credit facility. The interest coverage ratio is calculated as the ratio of the credit facility-operating earnings measure to consolidated interest expense.
For the purpose of the covenant calculation, consolidated interest expense is generally defined as interest expense plus any discounts or expenses related to
the Company’s asset-backed securitization facility less amortization of deferred financing fees, interest income and bank facility and other fees. As of
September 27,2008, the Company was in compliance with all covenants set forth in its amended primary credit facility. The Company’s leverage and interest
coverage ratios were 2.5 to 1 and 4.1 to 1, respectively.

Reconciliations of (i) consolidated indebtedness to reported debt, (ii) the credit facility-operating earnings measure to income (loss) before provision for
income taxes and (iii) consolidated interest expense to reported interest expense are shown below (in millions):

September 27,
2008

Consolidated indebtedness $ 1,799.1

Certain secured borrowings 17.6

Cash and cash equivalents (subject to $700 million limitation) 5232

Reported debt $ 23399

Three Months Nine Months
Ended Ended

September 27, 2008 September 27, 2008

Credit facility-operating earnings measure $ 87.9 $ 531.6
Depreciation and amortization (75.6) (227.5)
Consolidated interest expense (41.5) (127.9)
Other expense, net (excluding certain amounts related to the asset-backed securitization facility) (31.7) (41.5)
Non-cash asset impairment charges (1.2) 4.5)
Non-cash stock-based compensation expense 5.7) (15.3)
Other postretirement net periodic benefit cost (6.1) (18.4)
License fees 0.2) (1.0)
Amortization of deferred financing fees (3.2) (7.5)

Income (loss) before provision for income taxes $ (77.3) $ 88.0
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LEAR CORPORATION AND SUBSIDIARIES

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Continued)
Three Months Nine Months
Ended Ended

September 27, 2008 September 27, 2008

Consolidated interest expense $ 41.5 $ 127.9
Certain amounts related to the asset-backed securitization facility — 0.3)

Amortization of deferred financing fees 32 7.5

Bank facility and other fees 1.8 4.4

Reported interest expense $ 46.5 $ 139.5

Senior Notes

All ofthe Company’s senior notes are guaranteed by the same subsidiaries that guarantee its amended primary credit facility. In the event that any such
subsidiary ceases to be a guarantor under the amended primary credit facility, such subsidiary will be released as a guarantor of the senior notes. The
Company’s obligations under the senior notes are not secured by the pledge of the assets or capital stock of any of its subsidiaries.

With the exception of the Company’s zero-coupon convertible senior notes, the Company’s senior notes contain covenants restricting the ability of the
Company and its subsidiaries to incur liens and to enter into sale and leaseback transactions. As of September 27, 2008, the Company was in compliance with
all covenants and other requirements set forth in its senior notes.

The senior notes due 2013 and 2016 (having an aggregate principal amount outstanding of $900 million as of September 27, 2008) provide holders of the
notes the right to require the Company to repurchase all or any part of their notes at a purchase price equal to 101% of the principal amount, plus accrued and
unpaid interest, upon a “change of control” (as defined in the indenture governing the notes). The indentures governing the Company’s other senior notes do
not contain a change of control repurchase obligation.

The Company repaid €55.6 million ($87.0 million) aggregate principal amount of senior notes on April 1, 2008, the maturity date. In connection with the
amendment of the its primary credit facility discussed above, on August 4, 2008, the Company redeemed its senior notes due 2009, with an aggregate
principal amount of $41.4 million, for a purchase price of $43.8 million, including fees and accrued interest. The Company recognized a loss on the
extinguishment of the 2009 notes of $1.7 million, which is included in other expense, net in the condensed consolidated statements of operations for the
three and nine months ended September 27, 2008.

(8) Pension and Other Postretirement Benefit Plans
Net Periodic Benefit Cost

The components of the Company’s net periodic benefit (gain) cost are shown below (in millions):

Pension Other Postretirement
Three Months Ended Three Months Ended
September 27, September 29, September 27, September 29,
2008 2007 2008 2007
Service cost $ 4.1 $ 6.2 $ 1.8 $ 2.7
Interest cost 12.9 14.5 4.0 39
Expected return on plan assets (14.8) (15.9) — —
Amortization of actuarial loss 0.1 0.9 0.8 0.9
Amortization of transition obligation — — 0.2 0.2
Amortization of prior service (credit) cost 1.8 1.2 0.9) 0.9)
Special termination benefits — 0.2 0.1
Curtailment loss, net 1.6 0.5 — —
Net periodic benefit cost $ 5.7 $ 7.4 $ 6.1 $ 6.9
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LEAR CORPORATION AND SUBSIDIARIES
NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Continued)
Pension Other Postretirement
Nine Months Ended Nine Months Ended
September 27, September 29, September 27, September 29,
2008 2007 2008 2007

Service cost $ 12.8 $ 20.0 $ 5.8 $ 8.2
Interest cost 374 322 11.7 113
Expected return on plan assets (42.6) 33.6) — —
Amortization of actuarial loss 0.3 24 2.6 32
Amortization of transition (asset) obligation (0.1) (0.1) 0.6 0.7
Amortization of prior service (credit) cost 53 35 2.7) 2.7)
Special termination benefits 2.8 4.8 0.4 1.0
Settlement loss 1.0 — — —
Curtailment (gain) loss, net 2.6 32.2) — (13.2)
Net periodic benefit (gain) cost $ 19.5 $ (3.0) $ 18.4 $ 8.5

In the first quarter of 2007, the Company recorded a pension plan curtailment gain of $36.4 million and an other postretirement benefit plan curtailment gain
of $14.7 million. The pension plan curtailment gain resulted from the suspension of the accrual of defined benefits related to the Company’s U.S. salaried
defined benefit pension plan as the Company elected to freeze its U.S. salaried defined benefit pension plan effective December 31,2006. The other
postretirement benefit plan curtailment gain resulted from employee terminations associated with a facility closure in 2006. As both curtailment gains were
incurred subsequent to the Company’s defined benefit plan measurement date of September 30, 2006, they were recorded in 2007.

Contributions

Employer contributions to the Company’s domestic and foreign pension plans for the nine months ended September 27,2008, were approximately
$20.8 million, in aggregate. The Company expects to contribute an additional $10 million, in aggregate, to its domestic and foreign pension plans in 2008.

Effective January 1,2007, the Company established a new defined contribution retirement program for its salaried employees in conjunction with the freeze
of'its U.S. salaried defined benefit pension plan. Contributions to this program are determined as a percentage of each covered employee’s eligible
compensation and are expected to be approximately $12 million in 2008.

Adoption of Accounting Pronouncements

Statement of Financial Accounting Standards (“SFAS”) No. 158, “Employers’ Accounting for Defined Benefit Pension and Other Postretirement Plans — an
amendment of FASB Statements No. 87, 88, 106 and 132(R),” requires the measurement of defined benefit plan assets and liabilities as of the annual balance
sheet date beginning in the fiscal period ending after December 15, 2008. In previous years, the Company measured its plan assets and liabilities using an
early measurement date of September 30, as allowed by the original provisions of SFAS No. 87, “Employers’ Accounting for Pensions,” and SFAS No. 106,
“Employers’ Accounting for Postretirement Benefits Other Than Pensions.” In the first quarter of 2008, the required adjustment to recognize the net periodic
benefit cost for the transition period from October 1,2007 to December 31,2007, was determined using the 15-month measurement approach. Under this
approach, the net periodic benefit cost was determined for the period from October 1,2007 to December 31, 2008, and the adjustment for the transition period
was calculated on a pro-rata basis. The Company recorded an after-tax transition adjustment of $7.0 million as an increase to beginning retained deficit,

$1.0 million as an increase to accumulated other comprehensive income and $6.0 million as an increase to the net pension and other postretirement liability
related accounts in the accompanying condensed consolidated balance sheet as of September 27, 2008.

The Emerging Issues Task Force (“EITF”) issued EITF Issue No. 06-4, “Accounting for Deferred Compensation and Postretirement Benefit Aspects of
Endorsement Split-Dollar Life Insurance Arrangements.” EITF 06-4 requires the recognition of a liability, in accordance with SFAS No. 106, for endorsement
split-dollar life insurance arrangements that provide postretirement benefits. This EITF is effective for the fiscal period beginning after December 15,2007. In
accordance with the EITF’s transition provisions, the Company recorded $5.3 million as a cumulative effect of a change in accounting principle as of
January 1,2008. The cumulative effect adjustment was recorded as an increase to beginning retained deficit and an increase to other long-term liabilities in
the accompanying condensed consolidated balance sheet as of September 27,2008. In addition, the Company expects to record additional postretirement
benefit expenses of $0.3 million in 2008 associated with the adoption of this EITF.
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(9) 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, research and development and administrative costs not directly associated with the manufacture
and distribution of the Company’s products.

(10) Other Expense, Net

Other expense, net includes non-income related taxes, foreign exchange gains and losses, discounts and expenses associated with the Company’s asset-
backed securitization and factoring facilities, gains and losses related to derivative instruments and hedging activities, minority interests in consolidated
subsidiaries, equity in net income (loss) of affiliates, 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
September 27, September 29, September 27, September 29,
2008 2007 2008 2007
Other expense $ 322 $ 18.0 $ 54.5 $ 583
Other income 0.5) (0.5) (12.7) (15.5)
Other expense, net $ 31.7 $ 17.5 $ 41.8 $ 42.8

For the three months ended September 27, 2008, other expense includes minority interests in consolidated subsidiaries of $5.8 million, foreign exchange
losses of $4.3 million and losses related to derivative instruments and hedging activities of $4.1 million. For the three months ended September 29,2007,
other expense includes minority interests in consolidated subsidiaries of $6.4 million. For the nine months ended September 27,2008, other expense
includes minority interests in consolidated subsidiaries of $16.3 million and foreign exchange losses of $12.4 million. For the nine months ended
September 29,2007, other expense includes minority interests in consolidated subsidiaries of $19.8 million and a loss related to the acquisition of the
minority interest in a consolidated subsidiary of $3.9 million. In addition, a loss on the extinguishment of debt of $1.7 million is reflected in other expense
for the three and nine months ended September 27,2008. For the nine months ended September 27,2008 and September 29, 2007, other income includes
equity in net income of affiliates of $6.8 million and $12.0 million, respectively.

(11) Income Taxes

The provision for income taxes was $20.9 million and $19.1 million in the three months ended September 27,2008 and September 29, 2007, respectively,
and $89.7 million and $71.8 million in the nine months ended September 27,2008 and September 29, 2007, respectively. The effective tax rate was negative
27.0% and 31.8% for the three months ended September 27,2008 and September 29, 2007, respectively, and 101.9% and 25.1% for the nine months ended
September 27,2008 and September 29,2007, respectively.

The provision for income taxes in the first nine months of 2008 was impacted by a portion of the Company’s restructuring charges, 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. The provision was also impacted by a tax benefit of $8.7 million, including interest, related to a reduction in recorded tax reserves, a tax benefit of
$17.5 million related to the reversal of a valuation allowance in a European subsidiary and tax expense of $22.2 million related to the establishment of a
valuation allowance in another European subsidiary. Excluding these items, the effective tax rate in the first nine months of 2008 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.

The provision for income taxes in the first nine months of 2007 was impacted by costs of $17.8 million related to the divestiture of the Company’s interior
business, a significant portion of which provided no tax benefit as they were incurred in the United States. The provision was also impacted by a portion of
the Company’s restructuring charges and costs related to an Agreement and Plan of Merger, as amended (the “AREP merger agreement”), with AREP Car
Holdings Corp. and AREP Car Acquisition Corp. (subsequently terminated in the third quarter of2007), 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. This was offset by the
impact of the U.S. salaried pension plan curtailment gain of $36.4 million, for which no tax expense was provided as it was incurred in the United States, the
impact of a tax benefit of $12.5 million related to a reversal of a valuation allowance in a European subsidiary and the impact of a tax benefit of $17.4
million related to a tax rate change in Germany.
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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 tax expense 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 allowance is eliminated. Accordingly, income taxes are impacted by the
U.S. and foreign valuation allowances and the mix of earnings among jurisdictions.

The Company operates in multiple jurisdictions throughout the world, and its tax returns are periodically audited or subject to review by both domestic and
foreign tax authorities. As a result of the conclusion of current examinations and the expiration of the statute of limitations, the Company decreased the
amount of'its unrecognized tax benefits by $32.9 million, of which $5.9 million impacted the effective tax rate in the three and nine months ended
September 27, 2008. During the next twelve months, it is reasonably possible that, as a result of audit settlements, the conclusion of current examinations and
the expiration of the statute of limitations in several jurisdictions, the Company could decrease the amount of its gross unrecognized tax benefits by

$13.8 million, of which $11.0 million, if recognized, would impact the Company’s effective tax rate. The gross unrecognized tax benefits subject to potential
decrease involve issues related to transfer pricing, tax credits and various other tax items in several jurisdictions.

(12) Net Income (Loss) Per Share

Basic net income (loss) per share is computed using the weighted average common shares outstanding during the period. Diluted net income (loss) per share
includes the dilutive effect of common stock equivalents using the average share price during the period, as well as the dilutive effect of shares issuable upon
conversion of the Company’s outstanding zero-coupon convertible senior notes. A summary of shares outstanding is shown below:

Three Months Ended Nine Months Ended
September 27, September 29, September 27, September 29,
2008 2007 2008 2007
Weighted average common shares outstanding 77,158,605 77,025,618 77,230,170 76,706,904
Dilutive effect of common stock equivalents — 1,409,647 — 1,499,172
Diluted shares outstanding 77,158,605 78,435,265 77,230,170 78,206,076

The shares issuable upon conversion of the Company’s outstanding zero-coupon convertible debt and the effect of certain common stock equivalents,
including options, restricted stock units, performance units and stock appreciation rights, were excluded from the computation of diluted shares outstanding
for the three and nine months ended September 27,2008 and September 29,2007, as inclusion would have resulted in antidilution. A summary of these
options and their exercise prices, as well as these restricted stock units, performance units and stock appreciation rights, is shown below:

Three Months Ended Nine Months Ended
September 27, September 29, September 27, September 29,
2008 2007 2008 2007

Options

Antidilutive options 1,302,730 1,826,280 1,302,730 1,826,280

Exercise price $22.12 —$55.33 $35.93 —$55.33 $22.12 —$55.33 $35.93 —$55.33
Restricted stock units 1,455,475 — 1,455,475 —
Performance units 193,952 — 193,952 —
Stock appreciation rights 1,969,280 639,765 1,969,280 639,765

(13) Comprehensive Income (Loss)

Comprehensive income (loss) is defined as all changes in the Company’s net assets except changes resulting from transactions with stockholders. It differs
from net income (loss) in that certain items currently recorded in equity are included in comprehensive income (loss). A summary of comprehensive income
(loss) is shown below (in millions):
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Three Months Ended Nine Months Ended
September 27, September 29, September 27, September 29,
2008 2007 2008 2007
Net income (loss) $ 98.2) $ 41.0 $ (1.7) $ 214.5
Other comprehensive income (loss):
Derivative instruments and hedging activities (13.6) ©.7) 1.6 (7.5)
Defined benefit plan adjustments 3.5 2.6 9.5 8.0
Foreign currency translation adjustment (62.8) 46.0 28.9 574
Other comprehensive income (loss) (72.9) 38.9 40.0 57.9
Comprehensive income (loss) $ (171.1) $ 79.9 $ 38.3 $ 2724

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

The Company incurs pre-production engineering, research and development (“ER&D”) and tooling costs related to the products produced for its customers
under long-term supply agreements. The Company expenses all pre-production ER&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 customer has not provided a non-cancelable right to use the tooling. During the first nine months of 2008 and
2007, the Company capitalized $101.9 million and $72.4 million, respectively, of pre-production ER&D costs for which reimbursement is contractually
guaranteed by the customer. In addition, during the first nine months 0f2008 and 2007, the Company capitalized $107.9 million and $131.0 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 customer has provided 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 September 27, 2008 and September 29, 2007, the Company collected
$212.6 million and $224.5 million, respectively, of cash related to ER&D and tooling costs.

During the first nine months 0f2008 and 2007, the Company did not capitalize any Company-owned tooling. Amounts capitalized as Company-owned
tooling are included in property, plant and equipment, net in the accompanying condensed consolidated balance sheets.

The classification of recoverable customer engineering and tooling is shown below (in millions):

September 27, December 31,

2008 2007
Current $ 90.2 $ 73.0
Long-term 90.1 94.5
Recoverable customer engineering and tooling $ 180.3 $ 167.5

Gains and losses related to ER&D and tooling projects are reviewed on an aggregated program basis. Net gains on projects are deferred and recognized over
the life of the long-term supply agreement. Net losses on projects are recognized as costs are incurred.
(15) Legal and Other Contingencies

As of September 27,2008 and December 31,2007, the Company had recorded reserves for pending legal disputes, including commercial disputes and other
matters, of $30.9 million and $37.5 million, respectively. Such reserves reflect amounts recognized in accordance with accounting principles generally
accepted in the United States and typically exclude the cost of legal representation. Product warranty liabilities are reco