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PART I

ITEM 1 — BUSINESS
In this Report, when we use the terms the "Company,” "Lear,” "we," "us" and "our," unless otherwise indicated or the context
otherwise requires, we are referring to Lear Corporation and its consolidated subsidiaries. A substantial portion of the
Company s operations are conducted through subsidiaries controlled by Lear Corporation. The Company is also a party to
various joint venture arrangements. Certain disclosures included in this Report constitute forward-looking statements that are
subject to risks and uncertainties. See Item 1A, "Risk Factors,"” and Part Il — Item 7, "Management s Discussion and Analysis
of Financial Condition and Results of Operations — Forward-Looking Statements."

BUSINESS OF THE COMPANY

General

Lear Corporation is a leading Tier 1 supplier to the global automotive industry. We supply seating, electrical distribution
systems and electronic modules, as well as related sub-systems, components and software, to all of the world's major
automotive manufacturers. We have 261 manufacturing, engineering and administrative locations in 39 countries and are
continuing to grow our business in all automotive producing regions of the world, both organically and through complementary
acquisitions. Our manufacturing footprint reflects more than 145 facilities in 22 low cost countries.

We use our product, design and technological expertise, global reach and competitive manufacturing footprint to achieve the
following financial goals and objectives:

*  Continue to deliver profitable growth, balancing risks and returns;
*  Maintain a strong balance sheet with investment grade credit metrics; and
*  Consistently return excess cash to our stockholders.

Our business is organized under two reporting segments: Seating and E-Systems. Each of these segments has a varied product
and technology range across a number of component categories:

*  Seating — Our Seating segment consists of the design, development, engineering, just-in-time assembly and delivery
of complete seat systems, as well as the design, development, engineering and manufacture of all major seat
components, including seat covers and surface materials such as leather and fabric, seat structures and mechanisms,
seat foam and headrests. Further, we have capabilities in active sensing, safety, connectivity, user experience and
comfort for seats, utilizing electronically controlled systems and internally developed algorithms. We also offer seat
heating and cooling capabilities through technology partnerships and design-integrated supplier solutions.

¢ E-Systems — Our E-Systems segment consists of the design, development, engineering and manufacture of complete
electrical distribution systems, as well as sophisticated electronic control modules, electrification products and
connectivity products.

Electrical distribution systems route networks and electrical signals and manage electrical power within the vehicle for
all types of power trains - traditional internal combustion engine ("ICE") architectures to the full range of hybrid, plug-
in hybrid and battery electric architectures. Key components in our electrical distribution portfolio include wire
harnesses, terminals and connectors and junction boxes for both ICE and electrification architectures that require
management of higher voltage and power.

Electronic control modules facilitate signal, data and power management within the vehicle and include the associated
software required to facilitate these functions. Key components in our electronic control module portfolio include body
control modules, wireless receiver and transmitter technology and lighting and audio control modules, as well as
portfolios specific to electrification and connectivity trends.

Electrification products include charging systems (onboard charging modules, cord set charging equipment and
wireless charging systems), battery electronics (battery disconnect units, cell monitoring supervisory systems and
integrated total battery control modules) and other power management modules, including converter and inverter
systems which may be integrated into other modules or sold separately.

Connectivity products in our Connexus™ portfolio include gateway modules, connected gateways and independent
communication modules to manage both wired and wireless networks and data in vehicles. In addition to fully
functional electronic modules, we offer software that includes cybersecurity, EXO™ advanced vehicle positioning for
automated and autonomous driving applications, roadside modules that communicate real-time traffic information and
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full capabilities in both dedicated short-range communication ("DSRC") and cellular protocols for vehicle
connectivity.

We serve the worldwide automotive and light truck market in both our Seating and E-Systems segments. We have automotive
content on more than 400 vehicle nameplates worldwide and serve all of the world’s major automotive manufacturers across
our businesses and various component categories in both our Seating and E-Systems segments. It is common to have both
seating and electrical content on the same and multiple vehicle platforms with a single customer. In addition, our electrical
components are increasingly integrated into our complete seat systems, as the new technologies, functions and features that we
are developing in our Seating business are often enabled by electronic sensors, software and controls. We are the only global
automotive supplier with significant capabilities in electronics, software and seating. We are focused on growing and improving
the profitability of our businesses and have implemented a strategy designed to deliver industry-leading long-term financial
returns. This strategy includes disciplined investing in our business to grow and enhance our product offerings, strategically
focusing our portfolio on products to support emerging trends, such as autonomy, connectivity, electrification and shared
mobility, and leveraging an industry-leading cost structure to expand our operating margins. Our businesses benefit globally
from leveraging common operating standards and disciplines, including world-class product development and manufacturing
processes, as well as common customer support and regional infrastructures. Our core capabilities are shared across component
categories and include high-precision manufacturing and assembly with short lead times, management of complex supply
chains, global engineering and program management skills, the agility to establish and/or move facilities quickly and a unique
customer-focused culture. Our businesses utilize proprietary, industry-specific processes and standards, leverage common low-
cost engineering centers and share centralized operating support functions, such as logistics, supply chain management, quality
and health and safety, as well as all major administrative functions.

Available Information on our Website

Our website address is http://www.lear.com. We make available on our website, free of charge, the periodic reports that we file
with or furnish to the Securities and Exchange Commission ("SEC"), as well as all amendments to these reports, as soon as
reasonably practicable after such reports are filed with or furnished to the SEC. We also make available on our website or in
printed form upon request, free of charge, our Corporate Governance Guidelines, Code of Business Conduct and Ethics (which
includes specific provisions for our executive officers), charters for the standing committees of our Board of Directors and other
information related to the Company. We are not including the information contained on our website as a part of, or
incorporating it by reference into, this Report.

The SEC maintains an internet site (http://www.sec.gov) that contains reports, proxy and information statements and other
information related to issuers that file electronically with the SEC.

History

Lear was founded in Detroit in 1917 as American Metal Products, a manufacturer of seating assemblies and other components
for the automotive and aircraft industries, and was incorporated in Delaware in 1987. Through a management-led buyout in
1988, Lear Corporation established itself as a privately-held seat assembly operation for the North American automobile market
with annual sales of approximately $900 million. We completed an initial public offering in 1994 and developed into a global
supplier through organic growth and a series of acquisitions.

In May 1999, we acquired UT Automotive, Inc. ("UT Automotive") from United Technologies Corporation. UT Automotive
was a leading supplier of automotive electrical distribution systems. The acquisition of UT Automotive represented our entry
into automotive electrical and electronic systems and was the basis for our current E-Systems segment.

We have subsequently augmented our internal growth plans with selective acquisitions to expand our component capabilities
and global footprint, as well as expand our technology portfolio:

* In May 2012, we acquired Guilford Mills, a leading supplier of automotive seat and interior fabric, for approximately
$243 million.

* InJanuary 2015, we acquired Everett Smith Group, Ltd., the parent company of Eagle Ottawa, LLC ("Eagle Ottawa"),
the world's leading provider of leather for the automotive industry, for approximately $844 million.

* In August 2015, we acquired intellectual property and technology from Autonet Mobile, a developer of wireless
communication software and devices for automotive applications.

» In November 2015, we acquired Arada Systems Inc., an automotive technology company that specializes in vehicle-to-
vehicle ("V2V") and vehicle-to-infrastructure ("V2I" and together with V2V, "V2X") communications.

* InApril 2017, we acquired Grupo Antolin's automotive seating business for approximately $292 million.
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* InJanuary 2018, we acquired Israecl-based EXO Technologies, a leading developer of differentiated GPS technology
providing high-accuracy positioning solutions for autonomous and connected vehicle applications.

Industry and Strategy

We supply all vehicle segments of the automotive light vehicle original equipment market in every major automotive producing
region in the world. Our sales are driven by the number of vehicles produced by the automotive manufacturers, which is
ultimately dependent on consumer demand for automotive vehicles, and our content per vehicle. Global automotive industry
production volumes improved 2% in 2017 from the prior year but declined 1% in 2018 to 92.5 million units.

Details on light vehicle production in certain key regions for 2018 and 2017 are provided below. Our actual results are impacted
by the specific mix of products within each market, as well as other factors described in Item 1A, "Risk Factors."

(In thousands of units) 2018" 2017 2 % Change
North America 16,955.1 17,064.2 ()%
Europe and Africa 22,642.4 22,956.7 (%
Asia 47,811.3 48,297.4 ()%
South America 3,212.7 3,116.4 3%
Other 1,926.4 1,943.4 ()%
Total 92,547.9 93,378.1 (D)%

(1) Production data based on IHS Automotive.
(2) Production data for 2017 has been updated to reflect actual production levels.

Details on light vehicle production in certain emerging markets for 2018 and 2017 are provided below.

(In thousands of units) 2018 2017 12 % Change
China 25,451.0 26,351.6 3)%
India 4,712.5 4,421.2 7%
Brazil 2,746.4 2,639.3 4%
Russia 1,632.9 1,448.8 13%

(1) Production data based on IHS Automotive.
(2) Production data for 2017 has been updated to reflect actual production levels.

Details on our sales in certain key regions for 2018 and 2017 are provided below.

(In millions) 2018 2017 % Change
North America $ 7,660.6 $ 7,788.1 (2)%
Europe and Africa 8,726.9 8,136.5 7%
Asia 4,040.0 3,794.9 6%
South America 721.0 747.5 4%
Total $ 21,1485 § 20,467.0 3%
China (consolidated) $ 2,7815 $ 2,519.3 10%
China (non-consolidated) 1,044.9 1,500.1 (30)%

Key trends that specifically affect our business include automotive manufacturers’ utilization of global vehicle platforms,
increasing demand for luxury and performance features, including increasing levels of electrical and electronic content, and
China’s emergence as the single largest major automotive market in the world with above average long-term growth
expectations.

Another key trend benefiting our business is the shift toward crossover and sport utility vehicles. Our content on such vehicles,
especially those for which our Seating segment supplies products, can be significantly higher than our average content per
vehicle. Crossover and sport utility vehicle production has grown to approximately 36% of total vehicle production in 2018, up
from 20% of total vehicle production five years ago. China has been a major driver of this trend, where crossover and sport
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utility vehicle production now comprises approximately 41% of total vehicle production, up from 16% of total vehicle
production five years ago.

Our strategy is built on addressing these trends and the major imperatives for success as an automotive supplier: quality, cost
and efficiency and innovation and technology. We have expanded key component and software capabilities through organic
investment and acquisitions to ensure a full complement of the best solutions for our customers. We have restructured, and
continue to align, our manufacturing and engineering footprint to attain a leading competitive cost position globally. We have
established or expanded activities in new and growing markets, especially China, in support of our customers’ growth and
global platform initiatives. These initiatives have helped us achieve our financial goals overall, as well as a more balanced
regional, customer and vehicle segment diversification in our business.

In addition, we believe that demand for efficiency, connectivity and safety are driving the technology trends of autonomy,
connectivity and electrification. These trends, along with the trend toward shared mobility, are likely to be at the forefront of
our industry for the foreseeable future with each converging long-term toward fully autonomous, connected, electric or hybrid
electric vehicles:

e Autonomy/Advanced Driver Assistance - Customer and consumer demands are evolving from safety features and
systems that protect vehicle occupants when a crash occurs to advanced driver assistance systems (ADAS) that help
prevent crashes by assisting in the vehicle’s operation under certain conditions. The development of automated
intervention uses many of the same core technologies that will enable vehicles to drive autonomously under an
increasing variety of driving conditions.

¢ Connectivity - Customer and consumer demands for constant communication and information exchange with the
vehicle continue to increase. What began with consumer demand to extend and integrate mobile connectivity into the
vehicle by connecting mobile devices with vehicle infotainment systems is evolving such that the vehicle itself will
have an embedded, direct line of wireless communication connecting the vehicle with various networks (e.g., cellular,
infrastructure, satellite, etc.) and other vehicles. We expect these trends to continue, making the vehicle a constantly
connected device, receiving and transmitting data through a variety of signals, which communicate directly with on-
board vehicle systems.

*  Electrification - Demand for more energy efficient vehicles is increasing, both from customers to meet stricter fuel
economy and emissions standards and from a growing segment of consumers to reduce the environmental impact of
automobiles. This requires further use of electronically controlled and assisted powertrains and related components to
improve fuel efficiency and the adoption of alternative energy powertrains, such as 48-volt mild hybrid, full hybrid,
hybrid electric and high power battery electric, that facilitate electrification of the vehicle, as well as the use of lighter
weight materials throughout the vehicle.

*  Shared Mobility - As vehicle utilization increases, customer and consumer demands for an improved experience in
the mobility space are also increasing and services are becoming more relevant.

These trends are becoming widely accepted and are also attracting new, non-traditional participants in the automotive industry
that are leveraging technology, vehicle electrification and consumer relationships to exploit growth opportunities in the
industry. Regulation is also a major influence on these trends, as government mandates (e.g., for vehicles to meet minimum fuel
economy and emissions standards or be equipped with certain safety-related components) are driving vehicle design and
technology plans.

We are well positioned for growth by capitalizing on these trends as we supply high value systems and components that drive
critical functionality and core elements of the vehicle’s electrical architecture and design. The systems and components that we
design, develop and manufacture facilitate and support more fuel efficient or fully electrically-powered alternative powertrains,
facilitate connectivity of various vehicle systems, and impact a vehicle’s safety, crashworthiness and readiness for autonomous
driving systems. Many of our systems and components also directly impact the consumer, providing us with the opportunity to
offer our automotive customers technology, solutions and designs that will differentiate their vehicles in the consumer
marketplace.

We are well positioned to directly participate in the connectivity trend as we design, develop and supply systems, components
and software that connect the various electrical and electronic systems within the vehicle into integrated on-board power and
data communication networks. We further have the technology and expertise to wirelessly and securely connect these on-board
vehicle networks and systems with external networks over various standards and protocols. This expertise allows us to offer our
automotive customers electronic modules, such as connected gateway modules, that offer functionality such as over-the-air
software updates or cellular communication of vehicle performance data to the automotive manufacturers, their dealers or the
vehicle owners. Our expertise in V2X technology allows us to provide in-vehicle and roadside modules and software that
facilitate direct, high-speed communication between vehicles and road infrastructure. Importantly, we have expertise in
cybersecurity, including architectures, designs and techniques that promote highly secure transmission of data to, from and
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within the vehicle, as well as road infrastructure. Our capabilities in V2X communications and applications position us to
provide high speed communication between vehicles, even in extreme weather conditions, potentially reducing crashes through
real-time advisories alerting drivers to imminent hazards in the roadway ahead, including other vehicles on a potential path for
collision.

Furthermore, a seat is an active part of the vehicle safety system. As a result of our innovative product design and technology
capabilities, we are able to provide seats with enhanced safety features, such as the active head restraint and seat structures that
withstand collision impact in excess of what is demanded by regulatory agencies. We have developed products and materials to
reduce cost and enhance seat design and packaging flexibility, including our mini recliners and micro adjust tracks. Another
way in which we are well positioned to benefit from this trend-related growth is our belief that the seat system will become
increasingly more sophisticated, dynamic and connected to both the occupants and the vehicle. The seat is the logical focal
point for monitoring the driver and passenger and for facilitating feedback between the vehicle and the occupants.

Continued growth in more fuel efficient, complex and electronically controlled powertrains is helping to drive content growth
in the vehicle's electrical distribution system. The emergence and continued development of alternative energy powertrains,
including electric, hybrid electric, 48-volt mild hybrid and other technologies, is driving growth in high power electric systems
and components. Hybrid and electric vehicles incorporate both high power and low power components. As a result, they offer a
significant incremental content opportunity for us of up to $2,000 per vehicle for full electric vehicle architectures. These trends
all support continued growth in electrical and electronic content on the vehicle, as well as associated software. This content
growth will require far more complex vehicle electrical architectures. Our significant experience designing and manufacturing
highly integrated and standardized architectures that optimize size, performance and quality leaves us well positioned to take
advantage of the growth in electrical content and the increasingly complex architectures.

We believe that the convergence of these technology trends and eventual wide-spread adoption of autonomous vehicles will
benefit both our Seating and E-Systems segments. We believe that autonomous vehicles will have seat designs and
requirements that are far more flexible and demanding in both autonomous and piloted driving states. Further, more active
monitoring of the driver and the driver’s position and physical state will be required to manage the transitions between
autonomous and piloted driving conditions. A demand for mobility services and on-demand transportation from providers such
as Uber or Lyft is helping to drive interest and growth in these technology trends, particularly fully autonomous vehicles. The
increasing prevalence of mobility services will potentially create a new segment of autonomous vehicle fleet customers with
unique vehicle technology and design needs, including more flexible, durable and connected seating solutions for a wide range
of passengers. Not only will autonomous vehicles need to be fully connected and networked to maximize their safety and
efficiency, their power consumption will be significantly higher to support the array of sensors and processing power required
to operate such vehicles.

Seating Segment

Lear is a recognized global leader in complete automotive seat systems and key individual seat components. The Seating
segment consists of the design, development, engineering, just-in-time assembly and delivery of complete seat systems, as well
as the design, development, engineering and manufacture of all major seat components, including seat covers and surface
materials such as leather and fabric, seat structures and mechanisms, seat foam and headrests, as well as seating-related
electrical and electronics (including software products). We believe that we have the most complete set of component offerings
of any automotive seating supplier and are a market leader in every automotive producing market in the world. Further, we
have expertise and are building capabilities in seat comfort technologies, including heating and cooling through technology
partnerships and design-integrated supplier solutions. Overall, our global manufacturing and engineering expertise, low-cost
footprint, complete component capabilities, quality leadership and strong customer relationships provide us with a solid
platform for future growth in this segment.

We produce seat systems that are fully assembled and ready for installation in automobiles and light trucks. Seat systems are
generally designed and engineered for specific vehicle models or platforms. We develop seat systems and components for all
vehicle segments from compact cars to full-size sport utility vehicles. We are the world leader in luxury and performance
automotive seating, providing craftsmanship, elegance in design, use of innovative materials and industry-leading technology
required by premium brands, including Alfa Romeo, Audi, BMW, Cadillac, Ferrari, Jaguar Land Rover, Lamborghini, Lincoln,
Maserati, Mercedes-Benz and Porsche.

We have been executing a strategy for vertical integration of key seat components to enhance growth, improve quality, increase
profitability and support our current market position in just-in-time seat assembly. In this regard, our capabilities in seat
structures and mechanisms include complete development and manufacturing capabilities in every major automotive producing
region in the world. In addition, we have developed standardized seat structures and mechanisms that can be adapted to
multiple segments to minimize investment costs. We believe that our low-cost manufacturing footprint in seat structures and
mechanisms and our precision engineered seat mechanism expertise are competitive advantages.
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We have also expanded our seat cover operations, including precision cutting, assembly, sewing and lamination of seat fabric,
in low-cost markets, entered the fabric business (largely through our acquisition of Guilford Mills) and added industry-leading
leather design, development and manufacturing capabilities (through our acquisition of Eagle Ottawa). On a global basis, we
can provide a full range of seat cover capabilities and design solutions, including the use of unique leather and fabric
applications. We believe that the combination of these capabilities in seating surface materials leads the industry.

Crafismanship and Design (Crafted by Lear™)

We believe that our broad portfolio of capabilities, including advanced design and material integration skills, is a differentiating
competitive advantage for us. The breadth of our portfolio and depth of our design expertise allow us to have early involvement
in the automotive manufacturer’s design process and the opportunity to better integrate all seating components to provide
differentiated design comfort, quality and overall value for the end consumer. We are leveraging our unique position to be an
industry leader in differentiated design through our Center for Craftsmanship. This is a dedicated studio for customer interface
where designers and engineers work collaboratively to create innovative solutions early in the design process. We have also
developed a proprietary craftsmanship process called Harmonic Precision that synthesizes all of our component expertise and
technologies with our customers’ design visions to create an objective analysis of the impact that the final design and execution
will have in the marketplace. The team of experts at the Center for Craftsmanship has developed a portfolio of product
technologies that deliver differentiated design, craftsmanship, comfort and sustainable products, including IMPACT by Lear™,
a selection of premium textiles and leathers that include both sustainable materials and processes such as natural fibers, fibers
made from certified recycled stock, olive tanned leathers and 100% water-based leather finishing to reduce our impact on the
environment. ComforCore" ™, a knit product that provides superior comfort profiles while reducing the use of petroleum-
derived foam products, and Contour Connect™™ enable the strong design lines and thinner seating profiles our customers are
designing into the automotive interiors of the future. We believe that our unmatched component capabilities, design know-how,
global manufacturing presence and our Crafted by Lear™ portfolio of enabling and sustainable technologies uniquely position
us to bring innovative designs into production with the highest level of craftsmanship.

Intelligent Seating (INTU™ Seating)

The seat is emerging as an integral device facilitating the direct connection between drivers and passengers and the vehicle.
This direct connection will increasingly support the functionality of connected and autonomous vehicles. We believe that we
are the only seating supplier with both global capabilities in all major seat components and global electronics development
(including software), manufacturing and integration. We believe that the seat will increasingly integrate electronics, not only for
motorized control, but for dynamic sensing and response. We have developed active sensing and comfort seat capabilities,
utilizing electronically controlled sensor and adjustment systems and internally developed algorithms. These seat designs
automatically and constantly adjust the seat's cushioning and support based on the occupant’s position and ideal alignment for
health and wellness. We are also developing technologies that will monitor certain bio-metric readings through seat sensors
with a high level of accuracy and reliability. We believe that intelligent and dynamic seating solutions, which we call INTU™
Seating, will provide future benefits as consumers and automotive manufacturers demand seats that can sense key attributes of
a driver and passenger and communicate these attributes within the vehicle network, as well as to external networks. Our seats
will intuitively anticipate and dynamically adjust to the occupant's needs and preferences related to posture, health and
wellness, comfort and safety. We believe that the seat will increasingly become a more dynamic and integrated system that will
actively react to both the driver and driving conditions, particularly with the advent of autonomous vehicles. Such trends will
promote increased levels of electrical and electronic integration into the seat, accelerating the convergence of our Seating and
E-Systems businesses.

Adaptive Seating Architecture (ConfigurE+™)

Our ConﬁgurE-i-TM adaptive seating solution provides enhanced flexibility and cargo management for crossover vehicles, sport
utility vehicles and passenger vans, while delivering seat electrification. ConﬁgurE-i-TM is well-suited for ever-changing
consumer lifestyles, including the increasing use of on-demand transportation from providers such as Uber and Lyft. Enabled
by advanced interface modules integrated into the seat structure and full-length floor-mounted tracks, ConﬁgurE-i-TM allows
virtually limitless configurations of seats including full removal. ConﬁgurE+TM also allows optional functionality, such as
storage and transport of equipment for sports and other activities, executive seating and special application seating.

Manufacturing

Our seat assembly facilities use lean manufacturing techniques, and our finished products are delivered to the automotive
manufacturers on a just-in-time basis, matching our customers’ exact build specifications for a particular day, shift and
sequence thereby reducing inventories to optimum levels. These facilities are typically located adjacent to or near our
customers’ manufacturing and assembly sites. Increasingly, we are utilizing component and sub-assembly designs that allow us
to drive higher efficiencies in our seat assembly facilities and further integrate certain assembly activities with our core
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component manufacturing operations. Our seat components, including recliner mechanisms, seat tracks and seat trim covers,
leather and fabric are manufactured in batches, typically utilizing facilities in low-cost regions.

Customers

The top five customers of this segment are: General Motors, Daimler, Ford, Fiat Chrysler and Volkswagen.

Competition

Based on independent market studies and management estimates, we believe that we hold the #2 position in seat systems
assembly globally on the basis of revenue with strong positions in all major markets. We estimate the global seat systems
market at more than $68 billion in 2018. We are a leading supplier of various components produced for complete seat systems.

Our primary competitor in this segment globally is Adient, plc. Other competitors in this segment include Faurecia S.A., Toyota
Boshoku Corporation, TS Tech Co., Ltd. and Magna International Inc., which have varying market presence depending on the
region, country or automotive manufacturer. Peugeot S.A., Toyota Motor Corporation and Honda Motor Co. Ltd. hold equity
ownership positions in Faurecia S.A., Toyota Boshoku Corporation and TS Tech Co., Ltd., respectively. Other automotive
manufacturers maintain a presence in the seat systems market through wholly owned subsidiaries or in-house operations. In
seat components, we compete with the seat systems suppliers identified above, as well as certain suppliers that specialize in
particular components.

Technology

We maintain state-of-the-art testing, instrumentation and data analysis capabilities. We own industry-leading seat validation test
centers featuring crashworthiness, durability and full acoustic and sound quality testing capabilities. Together with computer-
controlled data acquisition and analysis capabilities, these centers provide precisely controlled laboratory conditions for
sophisticated testing of parts, materials and systems. In addition, we incorporate many convenience, comfort and safety features
into our designs, including advanced whiplash prevention concepts, integrated restraint seat systems and side impact airbags.
We also invest in our computer-aided engineering design and computer-aided manufacturing systems.

We also are investing in seat heating and cooling capabilities and technologies. We have added expertise in this area internally
and through a strategic partnership for thermoelectric seat heating and cooling technology. The addition of seat heating and
cooling to our existing capabilities and technologies in seat fabric, premium leather and seat cover sewing, as well as seat foam
and seat structures, allows us to offer unique seat designs and the most complete range of seat features.

We have developed products and materials to improve comfort and ease of adjustment, promote customization and styling
flexibility, increase durability and reliability, enhance safety, expand the usage of environmentally friendly materials and reduce
cost and weight. ProActive™ Seating uses proprietary MySeat by Lear™ technology powered by our TheraMetric™ analytical
process. This process is derived from our research to provide a driver with a seating position that promotes better posture and
cumulative wellness benefits. ProActive™ Seating has been endorsed by the American Chiropractic Association, International
Chiropractors Association, World Federation of Chiropractic and Loomis Institute of Enzyme Nutrition. Our Lear Crafted
Comfort Connect™ and Advanced Comfort Systems™ are adjustable cushions, seat backs and side bolsters which support
correct posture and provide improved comfort and appearance. Our Guilford TeXstyle™ fabrics provide customizable fabric
engineered to improve the vehicle experience and durability, and our TeXstyle™ Enhance offerings provide a range of
secondary embellishment technologies to enhance standard fabrics, enabling unique design within an array of fabric choices.
Our proprietary, anti-soiling performance leather finishing technology, Ansolé™, improves durability and protects against
fading. Our head restraints provide improved comfort and safety with adjustability. Our high speed smart fold technology is a
regulated high speed folding adjustment mechanism that delivers premium convenience while maintaining leading safety and
comfort benefits. Our mini recliners and micro adjust tracks are seat mechanisms, which provide precision movement and
facilitate interior packaging space flexibility. Our Dynamic Environmental Comfort Systems™ utilize environmentally friendly
materials and offer weight reductions of 30% - 40%, as compared to current foam seat designs. Our SoyFoam™ seats, which
are used by multiple global customers, are up to 24% renewable, as compared to non-renewable, petroleum-based foam seats.

For additional factors that may impact our Seating segment’s business, financial condition, operating results and/or cash flows,
see Item 1A, "Risk Factors."

E-Systems Segment

The E-Systems segment consists of the design, development, engineering, manufacture, assembly and supply of electrical
distribution systems, electronic modules and related components and software for light vehicles globally. We are a leader in
power management and signal distribution within the vehicle for traditional vehicle architectures, as well as high power and
hybrid electric systems. We have connectivity hardware and software capabilities, including cybersecurity expertise, that



Table of Contents

facilitate secure, wireless communication between the vehicle’s electrical and electronic architecture and external networks, as
well as other vehicles.

Electrical Distribution Systems

Electrical distribution systems route electrical signals and manage electrical power within the vehicle for traditional vehicle
architectures, as well as high power and hybrid electric systems. Key components in the electrical distribution system include
wire harnesses, terminals and connectors and junction boxes, including components for high power and hybrid electric systems.

Wire harness assemblies are a collection of wiring and terminals and connectors that link all of the various electrical and
electronic devices within the vehicle to each other and/or to a power source. Wire harness assemblies are a collection of
individual circuits fabricated from raw and insulated wire, which is automatically cut to length and terminated during the
manufacturing process. Individual circuits are assembled together on a jig or table, inserted into connectors and wrapped or
taped to form wire harness assemblies. The assembly process is labor intensive, and as a result, production is generally
performed in low-cost labor sites in Mexico, Honduras, Brazil, Eastern Europe, Africa, China, the Philippines and Thailand.

Terminals and connectors include conductive metal components and connector housings that join wire harness assemblies
together at their respective end points or connect devices to wire harness assemblies. Terminals and connectors can vary
significantly in size and complexity depending on the amount of power or data being transferred and the number of connections
being made at any particular point in the electrical distribution system. Terminals and connectors are currently manufactured in
Germany, Eastern Europe, China and the United States.

Junction boxes are centrally located modules within the vehicle that contain fuses and/or relays for circuit and device protection
and serve as a connection point for multiple wire harnesses. Junction boxes are manufactured in Mexico, Europe, Northern
Africa, China and the Philippines with a proprietary, capital-intensive assembly process using printed circuit boards, a portion
of which are purchased from third-party suppliers. Certain materials, particularly certain specialized electronic components, are
available from a limited number of suppliers. Proprietary features have been developed to improve the function of these
junction boxes in harsh environments, including extreme temperatures and humidity.

Advanced Efficiency Systems

Our advanced efficiency systems group is dedicated to the development of high power and hybrid electric systems and
components, including wiring, terminals and connectors and power electronics. We have products and technologies that enable
the varying degrees of powertrain electrification being employed by automotive manufacturers today from 48-volt mild hybrid
vehicles to full electric vehicles. Our products include on-board conductive and inductive charging systems, inverters and
converters, charge cord sets, high voltage electrical distribution systems and battery monitoring technology. Our global center
for Advanced Efficiency Systems and high power applications is in Southfield, Michigan with full development capabilities
also located in Valls, Spain. We are supplying, or will supply, high voltage components and systems for hybrid and electric
vehicles produced by BMW, Daimler, Fiat Chrysler, General Motors, Jaguar Land Rover, Renault-Nissan, Volkswagen and
Volvo. We believe that our expertise in high power electrical distribution systems will provide additional growth opportunities
going forward and will be beneficial with the entrance of technology and emergent companies focusing on electric or other
alternative powertrain designs.

Electronics

In our E-Systems segment, we also design, develop, engineer and manufacture electronics, which control various functions
within the vehicle, as well as develop and integrate the associated software for these electronic modules. Our electronic
modules include body control modules, smart junction boxes, gateway modules, wireless control modules, lighting control
modules and audio domain controllers and amplifiers. Our engineering and development activities for electronics are in the
United States (Southfield, Michigan and Northern California), Belgium, Germany, Spain, China and India. We assemble these
modules using high-speed surface mount placement equipment in Mexico, Europe, Northern Africa, China and the Philippines.

Body control modules primarily control vehicle interior functions outside of the vehicle’s head unit or infotainment system.
Depending on the vehicle’s electrical and electronic architecture, these modules can be either highly integrated, consolidating
multiple functional controls into a single module, or focus on a specific function, such as seat position and comfort controls or
the door zone control module which controls features such as window lift, door lock and power mirrors. As electronic control
modules became increasingly centralized and integrated, we developed "smart junction boxes," which are junction boxes
augmented with integrated electronic functionality that otherwise would be contained in other body control modules. The
integration of functionality in our smart junction boxes eliminates interconnections, increases overall system reliability and can
consolidate the number of electronic modules within the vehicle. This can lead to reduced cost and complexity. We believe that
our expertise in consolidating functional controls into integrated modules and integrating these modules into the vehicle’s
electrical and electronic architecture is a competitive strength.
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We develop and produce gateway modules, which facilitate secure access to, and communication with, all of the vehicle
systems at a central point and translate various signals to facilitate data exchange across various vehicle domains. This gateway
becomes increasingly important as formerly distinct vehicle systems increasingly must work in concert with one another. We
also offer wireless functionality in both integrated and stand-alone modules, which send and receive signals using radio
frequency technology. Our wireless systems include passive entry systems, remote keyless entry and dual range/dual function
remote keyless entry systems. We are building on both our core gateway and wireless capabilities as we add and develop higher
levels of data and signal connectivity in and out of the vehicle.

Our electronics product offerings also include lighting control modules, which provide the electronic control logic and
diagnostics for increasingly advanced and complex vehicle lighting systems, including advanced driver assistance-integrated
lighting solutions utilizing advanced LED matrix beam technology. We supply LED lighting control systems for vehicle
interiors and exteriors. In addition, we offer audio electronics, including premium audio amplifiers and complete vehicle sound
system development capabilities with advanced domain control and audio tuning.

The higher level of complexity and processing power in these electronic control modules is driving rapid increases in software
requirements associated with these modules. Accordingly, we continue to build on our knowledge and capabilities in software

in order to design and develop more complex and integrated electronic control modules capable of more efficiently managing

the distribution of power and data signals through the vehicle.

Connectivity

We are building connectivity capabilities that facilitate secure, wireless communication between the vehicle’s systems and
external networks, as well as other vehicles. Our connectivity strategy is based on leveraging our expertise in vehicle electrical
and electronic architecture design and development, electronic module functional integration, gateway module data exchange
and core wireless signals. We are building capabilities organically through internal investment and through acquisition and
partnership. Recent transactions added technology that directly connects on-board vehicle systems with cloud-based
applications using proprietary, secure data exchange capabilities via cellular networks and V2X hardware and software
solutions utilizing various wireless communications protocols, as well as vehicle positioning through GNSS satellite
communications. This includes the development of differentiated GPS technology, which provides high-accuracy positioning
solutions for autonomous and connected vehicle applications.

These capabilities, combined with our vehicle electrical and electronic architecture expertise and products, allow us to offer our
customers embedded modules and software that facilitate direct and secure connectivity between the vehicle and external
networks. Products that we can offer will include connected gateway modules with an array of features including over-the-air
software update capabilities, embedded cellular communication modules, e-Call modules that automatically contact emergency
services in the event of a crash and both on-board and roadside units that facilitate V2X communications. We combine these
offerings with cybersecurity expertise and software solutions to permit highly secure communications and defend against
cybersecurity attacks. Our expertise in both core body controls and connectivity allows us to offer "Virtual CarKey" capabilities
that securely enable vehicle access via a smartphone.

Customers

The top five customers of this segment are: Ford, General Motors, Renault-Nissan, Jaguar Land Rover and Volkswagen.

Competition

We estimate the global target market for our E-Systems business to be over $95 billion. Our major competitors in electrical
distribution systems include Aptiv PLC, Leoni AG, Molex Incorporated (a subsidiary of Koch Industries Inc.), Sumitomo
Corporation, TE Connectivity and Yazaki Corporation. Our major competitors in electronic modules, including connectivity
solutions, include Aptiv PLC, Continental AG, Denso Corporation, Harman International Industries, Incorporated (acquired by
Samsung Electronics Co. Ltd. in 2017), Hella AG, Robert Bosch GmbH, Valeo S.A. and Visteon Corporation.

Technology

The E-Systems segment is technology driven and typically requires higher investment as a percentage of sales than our Seating
segment. Our complete electrical distribution system design capabilities, coupled with certain market-leading component
technologies, allow access to our customers’ development teams, which provides an early indication of our customers’ product
needs and enables us to develop system design efficiencies. Our ability to design and integrate electronic modules creates a
competitive advantage as we support customers with complete electrical architecture development. Our expertise is developed
and delivered by approximately 2,400 engineers across eighteen countries and is led by five global technology centers of
excellence in Belgium, China, Germany, Spain and the United States for each of our major product lines in this segment, which
are described below.
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In electrical distribution systems, our technology includes expertise in the design and use of alternative conductor materials,
such as aluminum, copper-clad steel and other hybrid alloys. Alternative conductor materials can enable the use of ultra small
gauge conductors, which reduce the weight and packaging size of electrical distribution systems. We also have developed
proprietary manufacturing process technologies, such as our vertical manufacturing system that features three dimensional wire
harness assembly boards. Our expertise in terminals and connectors technology facilitates our ability to implement these small
gauge and alternative alloy conductors. We have developed advanced capabilities in aluminum terminals and aluminum wire
termination, ultra small gauge termination, and high voltage terminals and connectors. We have developed high packaging
density in-line connectors and new small gauge terminals that will enable wire gauge reduction and provide our customers with
smaller and lower cost solutions. Our high voltage terminals and connectors are a part of our advanced efficiency systems
capabilities, and we have established a leading capability in power density (power per packaging size) that is being adopted by
multiple automakers. Our advanced efficiency systems and components for high voltage vehicle applications have achieved
industry leading efficiency, packaging and reliability. We continue to build on our strong technology position for high voltage
applications and have developed an 11kW wireless charging system that enables electric vehicles to safely recharge at the
highest power level available without plugging in the vehicle. We have 650 patents issued or applied for in the advanced
efficiency systems product technology area. These technologies are supported by our proprietary Virtual Proving Grounds,
which is an industry-leading suite of in-house developed tools and processes to significantly reduce the design, development,
and validation testing time and expense.

In electronics, we are a market leader in smart junction box technology and began production of our Automotive News PACE
Award winning Solid State Smart Junction Box™ in 2016. We continue to refine our smart junction box technology, including
the development of aluminum printed circuit boards. We have developed body control modules with dual core microprocessors
that allow body control and gateway functionality in a single module. We are a leader in gateway module technology and have
capabilities to enable our gateway and other electronic control modules to efficiently and securely manage the increasing
amount of both wired and wireless signals running throughout, as well as within and outside of, the vehicle, including being
first-to-market with an ethernet-enabled gateway module. We also have developed wireless products, such as lower-cost
passive entry systems with improved security using ultra wide band technology and that feature our 2-way remote keyless entry
systems that enable the vehicle to provide feedback to the consumer, such as verification that the doors have locked or that the
engine has started. In lighting, we have developed advanced technology electronic controls, including a Matrix LED Control
System capable of individually dimming and switching on/off up to 100 LEDs. This system enables steerable light beams and
other advanced lighting features and can be paired with driver assistance system sensors for functionality, such as automatic
high beam management and obstacle highlighting. In audio, we have developed an ethernet audio video bridging amplifier that
facilitates faster processing of digital data at a lower cost.

Software remains a critical element of our E-Systems business. Software capabilities are becoming more important in the
management of complex and highly sophisticated electrical architectures. Software within the vehicle is rapidly growing as a
key element of technological innovation and a cost effective way to provide new features and functions. We currently employ
more than 700 software engineers globally and are pursuing expansion of specialized capabilities in vehicle networking,
encryption, cybersecurity and connectivity protocols. We have expanded our software development capabilities through
acquisition, internal investment and strategic hires, building on our architecture and power management capabilities with
expertise in wireless communication and vehicle positioning software and cybersecurity. As part of our strategy to provide
vehicle cybersecurity solutions to our customers, we have developed a firewall module, including proprietary software, which
protects the vehicle from cybersecurity intrusion through one of its most vulnerable points, the on-board diagnostic port. We
also have enhanced our V2X product line by adding secure, over-the-air software update capabilities to our V2X modules,
allowing these units to receive regular software upgrades, which provide additional applications and functionality.

For additional factors that may impact our E-Systems segment’s business, financial condition, operating results and/or cash
flows, see Item 1A, "Risk Factors."

Customers

In 2018, General Motors and Ford, two of the largest automotive and light truck manufacturers in the world, accounted for 18%
and 16% of our net sales, respectively. We supply and have expertise in all vehicle segments of the automotive market. Our
sales content tends to be higher on those vehicle platforms and segments which offer more features and functionality. The
popularity of particular vehicle platforms and segments varies over time and by regional market. We expect to continue to win
new business and grow sales at a greater rate than overall automotive industry production. For further information related to
our customers and domestic and foreign sales and operations, see Note 13, "Segment Reporting," to the consolidated financial
statements included in this Report.

Our customers award business to their suppliers in a number of ways, including the award of complete systems, which allows
suppliers either to manufacture components internally or to purchase components from other suppliers at their
discretion. Certain of our customers also elect to award certain components directly to component suppliers and independent of
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the award of the complete system. We have been selectively expanding our component capabilities and investing in
manufacturing capacity in low-cost regions in order to maximize our participation in such component sourcing.

Our customers typically award contracts several years before actual production is scheduled to begin. Each year, the automotive
manufacturers introduce new models, update existing models and discontinue certain models and, recently, even complete
brands. In this process, we may be selected as the supplier on a new model, we may continue as the supplier on an updated
model or we may lose a new or updated model to a competitor. Our sales backlog reflects estimated net sales over the next
three years from formally awarded new programs, less lost and discontinued programs. This measure excludes the sales
backlog at our non-consolidated joint ventures. As of January 2019, our 2019 to 2021 sales backlog is $3.35 billion, an increase
of 5% as compared to our sales backlog as of January 2018. Our current sales backlog reflects $1.4 billion related to 2019 and
71% and 29% related to our Seating and E-Systems segments, respectively. In addition, our 2019 to 2021 sales backlog at our
non-consolidated joint ventures is $500 million. Our current sales backlog assumes volumes based on the independent industry
projections of IHS Automotive as of December 2018, a Euro exchange rate of $1.13/Euro and a Chinese RMB exchange rate of
6.95/$. This sales backlog is generally subject to a number of risks and uncertainties, including vehicle production volumes on
new and replacement programs and foreign exchange rates, as well as the timing of production launches and changes in
customer development plans. For additional information regarding risks that may affect our sales backlog, see Item 1A, "Risk
Factors," and Part II — Item 7, "Management’s Discussion and Analysis of Financial Condition and Results of Operations —
Forward-Looking Statements."

We receive purchase orders from our customers that generally provide for the supply of a customer’s annual requirements for a
particular vehicle model and assembly plant, or in some cases, for the supply of a customer’s requirements for the life of a
particular vehicle model, rather than for the purchase of a specified quantity of products. Although most purchase orders may
be terminated by our customers at any time, such terminations have been minimal and have not had a material impact on our
operating results. We are subject to risks that an automotive manufacturer will produce fewer units of a vehicle model than
anticipated or that an automotive manufacturer will not award us a replacement program following the life of a vehicle model.
To reduce our reliance on any one vehicle model, we produce automotive systems and components for a broad cross-section of
both new and established models. However, 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 performance. Our net sales for the year ended December 31, 2018, consisted of 40%
passenger cars, 46% crossover and sport utility vehicles and 14% trucks and vans.

Our agreements with our major customers generally provide for an annual productivity price reduction. Historically, cost
reductions through product design changes, increased manufacturing productivity and similar programs with our suppliers have
generally offset these customer-imposed price reduction requirements. However, raw material, energy and commodity costs can
be volatile. Although we have developed and implemented strategies to mitigate the impact of higher raw material, energy and
commodity costs, these strategies, together with commercial negotiations with our customers and suppliers, typically offset
only a portion of the adverse impact. Certain of these strategies also may limit our opportunities in a declining commodity
environment. In addition, we are exposed to increasing market risk associated with fluctuations in foreign exchange as a result
of our low-cost footprint and vertical integration strategies. We use derivative financial instruments to reduce our exposure to
fluctuations in foreign exchange rates. For additional information regarding our foreign exchange and commodity price risk,
see Part [I — Item 7, "Management’s Discussion and Analysis of Financial Condition and Results of Operations — Liquidity
and Financial Condition — Foreign Exchange" and "— Commodity Prices."

Seasonality

Our principal operations are directly related to the automotive industry. Consequently, we may experience seasonal fluctuations
to the extent automotive vehicle production slows, such as in the summer months when many customer plants close for model
year changeovers, in December when many customer plants close for the holidays and during periods of high vehicle inventory.
See Note 15, "Quarterly Financial Data," to the consolidated financial statements included in this Report.

Raw Materials

The principal raw materials used in our seat systems, electrical distribution systems and electronics are generally available and
obtained from multiple suppliers under various types of supply agreements. Components such as fabric, foam, leather, seat
structures and mechanisms, terminals and connectors and certain other components are either manufactured by us internally or
purchased from multiple suppl