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Section 7 - Regulation FD

Item 7.01 Regulation FD Disclosure.

In connection with our previously announced definitive agreement to sell Federal-Mogul LLC ("Federal-Mogul") to Tenneco Inc. ("Tenneco"), we have
attached hereto as Exhibit 99.1 a copy of the unaudited condensed consolidated financial statements of Federal-Mogul as of March 31, 2018 and December
31, 2017, and for the three-months ended March 31, 2018 and March 31, 2017. Such financial statements are being made available at the request of Tenneco
in support of Tenneco's previously announced financing efforts for its acquisition of Federal-Mogul.

The information contained in this Item 7.01 and Exhibit 99.1 is being furnished and shall not be deemed “filed” for purposes of Section 18 of the Securities
Exchange Act of 1934, as amended, or otherwise subject to the liabilities of that section. In addition, the information contained in this Item 7.01 and Exhibit

99.1 shall not be incorporated by reference into any of Icahn Enterprises L.P.’s and Icahn Enterprises Holdings L.P.'s filings with the Securities and Exchange
Commission or any other document except as shall be expressly set forth by specific reference in such filing or document.

Section 9 - Financial Statements and Exhibits
Item 9.01 Financial Statements and Exhibits.

(d) Exhibits

9.1 - Unaudited Condensed Consolidated Financial Statements of Federal-Mogul LLC.
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FINANCIAL INFORMATION
CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

FEDERAL-MOGUL LLC
Condensed Consolidated Statements of Qperations (Unaudited)
{in millions)

Three Months Ended
March 31

018

7

Cmt Dl“ploducls wald i 1.800)

1,975
(1,660)

Selling, general and administrative exXpenses ... (208)
Restructuring charges and asset impairments, net {Note 1} —_
Amortization expense (MOt 10 .. i s smasisaimimisismsssens e arsssmsssnns sasms smssssns sasss sesssnes sumss Samssmsnssnssinssn (12)
Other income (expensel, DBE{NOE A ..cciiiiiemiiisisisininiimss st i s s s st brastisdss (7)

315

{194)
(5}
(15)
(1)

) Pt A TGO CUOBBY fcmiuiion coesimmatasisunsi SoE il i b s i e S S i SRS 72

Interest expense, net., (43)
Mon service pension and other pmlrcure:mem benelits expense {\Iutc "'} (5
LU’S&-UI‘[l.'.‘xtl]'LE'lllb]ll‘.lll:.‘TIthdth —

Equity earnings of nonconsolidated affiliates (NOIE 111 .. iieieiiecimsnirs v sesssns vesssvessvssssms s vesasasssaness 20

97

(36)
(2
i2)
13

Income (loss) from continuing operations before INCOME BEXCS (s s s 44
Income tax (expense) BenETIt (OB 14 .. .oiuimissirsmss sosssmssivscn sininsmsiemm maes i ss s ssas vemss e i e (15)

(it
(16)

I et e T e T R e it 29

Net {(income) loss attributable 10 NONCONTIOIING IMEETESES ...vivisiiesiieers v vesssens seses e svrssssmsssnas esassssaness (3)

52

i)

Net income (loss) attributable to Federal-Mogul .. B 26

49

See accompanying notes to condensed consolidated financial statements,




FEDERAL-MOGUL LLC
Condensed Consolidated Statements of Comprehensive Income (Loss) (Unaudited)
{in millions)

Three Months Ended

Mareh 31
18 07
D M MR- msosio s R A R A A S G B T S R S e L 32
Other comprehensive income (loss), net of tax (Note 16)
Foreign currency translation adjustment. including net investment hedges ..o, i3 o4
Pension and other postretirement DENefitS ... ... ..o e cemscess cevascessesssasas sess o s e snms snsssase s semssnsssens 1 4
Cash fow hedZing ..o (1 —
Other comprehensive income (1085), NEL OF LAX ...ocu vt s st pres snassassssns s asassmsasans i3 Eh]
Comprehensive IRTOIIE (JOS5) i....oiiiouriirriisresssmssresinsissssinssnss rarss sess sess resasssssssss sesss saasssssssaes ssnnensnsasns svas sessnans 62 150
Comprehensive (income) loss attributable to noncontrolling interests ... (6) (9)
Comprehensive income (loss) attributable to Federal-Mogul ... v vercveessrinsenes. B 30 % 141

See accompanying notes to condensed consolidated financial statements.




FEDERAL-MOGUL LLC
Condensed Consolidated Balance Sheets (Unaudited)
(in millions)

Mareh 31 december 31
s 017

ASSETS

Current assets:
Cash and cash equivalents. .o siiimssmissai i sim s s i 247 % 19
Acocumits Teceivable; Mgt i i s e e e e e 1,376 1.294
Tt T R, THE {IORE: DN s oo s i o o S 3 R S RS R AR RS 1.562 1,456
Prepaid expenses and Other CUTTENT ASSEIS..... e mmrsimriesmssssessssssassensrens semsssnssrensress sesnssmsrssnssmsnsen 231 208

OB A AUSEER oo esiimsiniosmmins s oo s simasmsid s s e s s e e S g e 3436 3277

Property, plant 200 SqUIPMENT, 1L, s s suesssomssomns soms ssassasssens sess samss sess sesssmssss snas et savas snsassessssnsn 2,620 2,544
Goodwill and other indefinite-lived intangible assets (Note 100 oo 917 913
Definite-lived intangible assets, net (Note 10) ..o vsiessasssressissssssssmssmsssressssnsessssssssessseas sesasee 276 289
312 324
BT TROOGUITEOVE BEEEER: - .0 s s acms o e i 4 B S R S S A i 170 167
TOTALASSETS b 7,731 % 7.514

Investments in nonconsolidated affiliates (Note 11) ...

LIABILITIES AND MEMBER INTEREST
Current labilities:
Short-term debt, including current portion of long-term debt (Note 12) s § 131 3% 126
ACCOUNES PAVADIE Lo e ieesressreserses e saras vmssssmss smesssmss sseses s sns smsassosssmss semesansssenesans seass smsassmssasasen 1,105 1,020
Aecmed Iiabalitier o s s e e A S L e 540 506
Current portion of pensions and other postretirement benefits Hability . ....coooeiveericsrenirenre I8 38
OMBEr TR A IES. o icuuine usiaiimaussnsins sninsomusisas e sisimssnd massasimassmnsis i mbnmd S i e Ssnms 135 183
okl et D T e e i s i 1.99% 1,873
Long-term debt (Note 12).ceeevvnsmrmnmssessenn: 3,036 3004
Pensions and other postretirement benefits Hability . ......o..co e e s 1.034 1.037

Long-term deferred INCOME BAXES ... .ooovitiereormeirs s srm e soes sese e st assems st sms srmsse s smass s nmssessmesene 112 119
Other 8CCTUEE LiADIlItIER uuusirusiinesans srmssss o snessmss sonsnns snss s sons e s s e smss e venasnns s sus s e mm 87 &4

Member interest:
I T N MO .. o s it s i s R S iyt S it 2,884 2,884
A ccumnnlated Qe o mcne m  E SR s (334) (364)
Accumulated other comprehensive INCOME (LS8 i i s e e {1.253) (1.283)
1.297 1,237
NORCONETOITINZ IMIETESIS 1 oviviisssresersssemssvasvmsss e s et emesasss smssevas sesas sms s nns emsssnasvenas o sesnssmssssnssesnsnn 166 160
O] IO AMDETIEBE v s e s A R R 1.463 1.397
TOTAL LIABILITIES AND MEMBER INTEREST % 7,731 % 7514

Total Federal-Mogul member interest ...

See accompanying notes to condensed consolidated financial statements.




FEDERAL-MOGUL LLC
Condensed Consolidated Statements of Cash Flows (Unaudited)
(in millions)
Three Maonths Ended
March 31

2018 7

Cash Provided From (Used By) Operating Activities
Adjustments to reconcile net income (loss) to net cash provided from (used by ) operating activities:

Depreciation and amaortization | (e AT
Restructuring charges and 8556t IMPAIMIMETII, TIEE ... s s iassias s s sssssssssssies — 8
Payments against restrycturing Labilities (7 {13y
Change in pensions and other postretirement {14} {9
Equity earnings of nonconsolidated affiliates ..o {20y (1%}
Cash dividends received from nonconsolidated affiliates ..o 4 29
Loss on sale of investment in nonconsolidated affiliate .....eovveveennes — 2
Loss on extinguishment of debt o — 2
Deferred tax experss (DENERIL]. ... it it inssiismms i st — 7
Loss from sales of property, plant and equipment 1 —
Unrealized foreign currency transaction losses {gaiN8) .....oceeea- 1
Changes in operating assets and liabilities:
Accounts receivable, net {58) {74y
IMVENEOTICE, NCL e eerees {54 11
Accounts payable [ oz
Other assets and liabilities ............ [ELD] (560
Met cash provided from (used by} operating ACHVIIIES ..o oo o s st ssmsssasien 52 129

Cash Provided From (Used By) Investing Activities
Expenditures for property, plant and equipiment ...t e (118} [1o1y

Met proceeds from sale of property. plant, and equipment ... [ |
Net proceeds from sale of investment in nonconselidated affiliate | — |
Met cash provided from (used by) investing activities ... {117y (99

Cash Provided From (Used By} Finanecing Activities

Proceeds from term loans and secured notes ... . 27 787

Principal payvments on term Ioans ... {21y (696)
Proceeds from borrowings an revolving lines of eredit 102 71

Payments on revolving lines of credit ..oovccveccecnicicnns {108y (162}

Debt issuance Costs oo (2 [}

Increase (decrease) in other short-term debt ............ R R L, (1) (1)

Met cash provided from (ysed by) fInancing CHVIEES ..o em s e ensse e iee 4) [k}
Effect of foreign currency exchange rate fluctuations on cash e (3) 9
Cash and cash equivalents at beginning of Year ... 19 300
Increase (decrease) in cash and cash equivalenis ..., {72} KL
Cash and cash equivalents at end of period 5 247 5 136
Accrued property and equipment additions ..o o HEE e bt S, | 5 8 45

See accompanying notes to condensed consolidated financial statements,




FEDERAL-MOGUL LLC
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)
(tabular information in millions)

1. DESCRIPTION OF BUSINESS

Federal-Mogul LLC {the "Company” or "Federal-Mogul™y is a limited liability company formed under the laws of Delaware,
lcahn Enterprises, L.P. (NASDAQ: IEP) (“TEP™) is a diversified holding company that indirectly owns 100% of the Company's
outstanding LLC interest,

The Company is a global supplier of technelogy and innovation in vehicle and industrial products Tor fuel economy, emissions
reduction, and safety systems. The Company serves the world’s foremost original equipment manufacturers (“0OEM™) and
servicers (and together with OEM, "OE") of automotive, light, medium and heavy-duty commercial vehicles, off-road,
agricultural, marine, rail, aerospace, power generation and industrial equipment, as well as the worldwide aftermarket.

On April 10, 2018, IEP, American Entertainment Properties Corp.. a Delaware corporation, the Company's parent and an
indirect wholly owned subsidiary of TEP (“AEP™), the Company, and Tenneco Ine.. a Delaware corporation (“Tenneco™),
entered into a Membership Interest Purchase Agreement (the "Purchase Agreement") pursuant to which AEP agreed to sell all
ol the outstanding membership interests of the Company to Tenneco (the “Transaction™) in exchange lor 8800 million in cash
and 29 444 846 shares of Tenneco common stock, The Transaction is expected to close in the second half of 2018, subject to
regulatory approvals, the approval of Tenneco’s sharcholders and other customary closing conditions.

Following the closing of the Transaction, Tenneco has agreed to use its reasonable best efforts to pursue the separation of the
combined company's powertrain technology business. and its aftermarket and ride performance business into two separate,
publicly traded companies in a spin-off transaction that is expected to be treated as a tax-free reorganization for ULS. federal
income tax purposes.

Subsequent to March 31, 2018, the Company incurred a $10 million success fee to be paid to its financial advisers in
connection with the signing of the Purchase Agreement.

2. BASIS OF PRESENTATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation - Interim Financial Statements

Certain information and footote 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. These
statements include all adjustments {consisting of normal recurring adjustments) management believes are necessary for a fair
presentation of the results of operations. comprehensive income, financial position, and cash flows. The Company's
management believes the disclosures are adequate to make the information presented not misleading when read in conjunction
with the consolidated financial statements and the notes thereto included in the Company’s financial statements for the year
ended December 31, 2017 dated February 26, 2018, Operating results for the three months ended March 31, 2018 are not
necessarily indicative of the results that may be expected for the yvear ended December 31, 2015,

Frinciples of consolidation: The Company consolidates into its financial statements the accounts of the Company. all wholly-
owned subsidiaries, and any partially-owned subsidiary the Company has the ability 1o control, Control generally equates (o
ownership percentage. whereby investments more than 50% owned are consolidated. investments in affiliates of 30% or less
but greater than 208 are accounted for using the equity method, and investments in affiliates of 20% or less are accounted for
using the cost method.

The Company does not consolidate any entity for which it has a variable interest based solely on power to direct the activities
and significant participation in the entity’s expected results that would not otherwise be consolidated based on control through
voting interests. Further. the Company’s affiliates are businesses established and maintained in connection with the Company’s
operating strategy and are not special purpose entities. All intercompany transactions and balances have been eliminated.

Reclassifications: Certain reclassifications from the prior year presentation have been made to conform to the current year
presentation.




Concentrations of credit risk: Financial instruments. which potentially subject the Company to concentrations of credit risk,
consist primarily of accounts receivable, cash deposits, cash equivalents, and derivatives. The Company’'s customer base
includes virtually every significant global light and commercial vehicle manufacturer and a large number of distributors,
installers, and retailers of automotive aftermarket parts. The Company’s credit evaluation process and the geographical
dispersion of sales transactions help to mitigate eredit risk concentration. The Company only utilizes well-known and highly
creditworthy financial institutions for cash deposits and investments in cash equivalents or as a counterparty to derivative
transactions.

Facioring of accounts receivable: The Company's subsidiaries in Brazil, Canada, France, Germany. Italy, and the United States
are party to accounts receivable factoring and securitization facilities. Amounts factored under these facilities consist of the
following:

March 31 December 31
2018 017
Gross accounts receivable FACtOred v s s sess sy smssssas mssssssssnss sesss snos remsssmssnsasssssenses B 674 % 641
Ciross accounts receivable factored. qualifying as sales......oovivnim i csinesesinesiecss B 6O8 % [ ]
Undrawn cash on factored accounts receivable.. s s s smsssessssssssessssse 5 — % —

Proceeds from the factoring of accounts receivable qualifying as sales and expenses associated with the factoring of receivables
are as follows:

Three Maonths Ended

March 31
g 7
Proceeds from factoring qualifing as SAIES ..o i iiiin o sess st soes s amss et ssesbtmsssemssmsas sesssensnssss | B 491 % 474
B o g o T S s’ 8 (3 % i4)

"*'Recorded in the condensed consalidated statements of operations within "Other income (expense). nel"

Accounts receivable factored but not qualifying as a sale were pledged as collateral and accounted for as secured borrowings
and recorded in the condensed consolidated balance sheets within *Accounts receivable, net” and “Short-term debt. including
current portion of long-term debt.”

Where the Company receives a fee to service and monitor these transferred receivables, such fees are sufficient to offset the
costs and as such. a servicing asset or liability is not recorded as a result of such activities.

Summary of Significant Accounting Policies

Revenune: Revenue is measured based on consideration specified in a contract with a customer and excludes any sales
incentives and amounts collected on behalf of third parties. The Company recognizes revenue when it satisfies a performance
obligation by transferring control over a product or service to a customer.

Contract bafarces: The Company has contract assets that pomarily relate 1o the Company’s rights to consideration for work
completed but not billed at the reporting date for production parts. The contract assets are reclassified into the receivables
balance when the rights to receive payment become unconditional. The Company has determined the value of contract assels is
immaterial.

There have been no impairment losses recognized related to any receivables or contract assets arising from the Company’s
contracts with customers.

Sales and sales refated taxes: The Company collects and remits taxes assessed by various governmental authorities that are
both imposed on and concurrent with revenue-producing transactions with its customers. These taxes may include, but are not
limited to, sales, use, value-added. and some excise taxes. The collection and remittance of these taxes is reported on a net

hasis.

Shipping and handling: Shipping and handling costs associated with outbound freight after control of a product has transferred
to a customer are accounted for as a fulfillment cost and are included in cost of revenues,




Changes in Accounting Principle

Revenue Recognition

The Company adopted ASC 606, Revenue from Contracts with Custemers, with a date of initial application of Januvary 1, 2018,
using the modified retrospective application method under which the cumulative effect is recognized in equity at the date of
initial application. Therefore, the comparative information has not been adjusted and continues to be reported under previous
guidance. ASC 606 has been applied to all contracts at the date of initial application. The details of significant changes and
quantitative effect of the changes are disclosed below,

Unfroni fees - The Company previously recognized upfront fees associated with a contract as selling. general, and
administrative expenses as they were incurred. Under ASC 606, the Company capitalizes certain costs associated with
consideration pavable to customers, The amounts capitalized will be amortized as a reduction of revenue over the remaining
contract life of the associated contracts. Upon adoption on January 1, 2018, $4 million in upfront fees were capitalized and
recorded within "Other noncurrent assels™, As of March 31, 2018, under prior accounting principles, "Other noneurrent assels”
would have been 55 million lower and there would have been an increase in "MNet sales” of $1 million during the three months
ended March 31, 2018,

Product refurns - The Company previously recognized product returns as a reduction in revenue based on the estimated product
return rate. Under ASC 606, the Company continues to recognize this liability but also recognizes the value of the inventory to
be returned. Upon adoption on Janvary 1, 2018, "Inventories, net” and "Accrued liabilities" increased by 526 million. As of
March 31, 201 8, under prior accounting principles, "Inventories, net” and "Accrued liabilities" would have decreased by $27
million. For the three months ended March 31, 2018, there would have been no effect on net income, and "Cost of products
sold" and "Net sales" would have each increased by less than 31 million.

The following tables summarize the effects of adopting ASC 606 on the Company’s condensed consolidated financial
statements as of and for the peried ended March 31, 2018:

Three Months Ended March 31, 2018

Effect af Prior
" Avtounting Accounting
Condensed Consolidated Statement of Operations As Reporied Change Principles
March 31, 2018
Effect af Prior
Avtounting Accounting
Condensed Consolidated Balance Shect As Reported Change Principles
Inventories .. . 5 1,562 § 27 % 1.535
Acoruad i s s s e s e e 540 % 27 % 513
Other NONEUITEN SEETR i i it Sl i emes vans bamns Feidee i deem s oo e st rt e Lt s e dna it B 170 % (5) % 165
Accumulated defICit ... eeeeiineinsrees s e rressrens bens s smssrans snssemss sessess besassmssrans B (334) % (4) % (338)

The effect on "Net cash provided from (used by) operating activities” was less than $1 million during the three months ended
March 31, 2018,




Pension Expense

The Company adopted ASU 2017-07, Retivement Benefits, with a date of initial application of January 1, 2018, As a result of
adoption, the service cost component of net periodic pension and postretirement benefit expense is presented in operating
meome and all other components of net periodic benefit cost are presented in non operating income. The Company used the
retrospective application method as required by the new standard and applied the practical expedient that permits an employer
to use the amounts disclosed in its pension and other postretirement benefit plan note for the prior comparative periods as the
estimation basis for applying the retrospective presentation requirements, The adoption of this accounting guidance o the
condensed consolidated financial statements is summarized below.

During the three months ended March 31. 2018, the Company classified $5 million as non operating income as a result of
adoption. The following table summarizes the effects of adopting the new standard on the Company™s condensed consolidated
financial statements for the three months ended March 31, 2017:

Three Maonths Ended March 31, 20017

Previously A&EIT:;:I'II:“
Condensed Consolidated Statement of Operations Reporied Change As Adjusted
Cost of products sold... ol (1.664) % 4 % { LG60)
Selling, general and admmlqtratwc expenses... b (199 % 5% {194)
Mon service pension and other posiretirement benef' its expense,.. ) — § 9 ¥ (9

Noncontrolling Interests
The following table presents a rollforward of the changes in noncontrolling interests included in member interest:

Three Months Ended

March 31
Balance of noncontrolling interests as of December 31, 2017 v cv s smsnssmrsssssessms s rsrsssmsssrsssessrens 160
Comprehensive income (loss):
Net income.. eeeteneneasemtenee st nes e e e et es et S an s st s 2 a et st 3
Foreign currency adjus:meuts and 0lher ............. 3
Balance of noncontrolling interests as of March 31, 20018 s B 166

Recently Issued Accounting Pronouncements

In February 2016, the FASB issued ASU No. 2016-02, Leases (Topic 842), that replaces existing lease guidance. The new
standard is intended to provide enhanced transparency and comparability by requiring lessees to record right-of-use assets and
corresponding lease liabilities on the balance sheet. The new guidance will continue to classify leases as either finance or
operating, with classification affecting the pattern of expense recognition in the statements of operations, The standard is
effective for the Company beginning January 1, 2009, with carly application permitted. The new standard is reguired to be
applied with a modified retrospective approach to each prior reporting period presented with various optional practical
expedients. The Company is evaluating the potential effects of this pronouncement on its financial statements.

Subsequent Events

The Company has evaluated subsequent events through April 24, 2018 the date the financial statements were available to be issued,
and has concluded no material transactions occurred through that date requiring disclosure or adjustment to the condensed
consolidated financial statements except as disclosed in Note 1, Description of Business,




k8 RESTRUCTURING CHARGES AND ASSET IMPAIRMENTS, NET

The Company’s restructuring activities are undertaken as necessary to execute management’s strategy and streamline
aperations, consolidate and take advantage of available capacity and resources, and ultimately achieve net cost reductions.

Restructuring activities include efforts to integrate and rationalize the Company’s businesses and to relocate operations to best
cost locations.

The Company's restructuring charges consist primarily of employee costs {principally severance and/or termination benefits).
and facility closure and other cosis.

For the three months ended March 31, 2018 and 2017, restructuring and asset impairment charges, net included the following:

Three Monihs Ended March 31

FIE T
Powertrain ~ Maotorparis Total Powertrain -~ Motorparts Tatal
Severance and other charges, net... i, § — — 5§ — % (5) % (2) $ (N
Impairment of assets held for sale.....c.ooooeeeserrienes — — — —_— {1y (1)
Total restructuring charges and asset impairments, net, § | — % — 3 (5) % (3 % (%)

Restructuring

Estimates of restructuring charges are based on information available at the time such charges are recorded. In certain countries
where the Company operates. statutory requirements include involuntary termination benefits that extend several years into the
future, Accordingly. severance payvments continue well past the date of termination at many international locations. Thus,
restructuring programs appear to be ongoing when terminations and other activities have been substantially completed. Facility
closure costs are typically paid within the year of incurrence.

Restructuring opportunities include potential plant closures and employee headeount reductions in various countries and
require consultation with various parties including, but not limited to, unions/works councils, local governments, and‘or
customers, The consultation process can take a significant amount of time and affect the final outcome and tming. The
Company's policy is to record a provision for qualifying restructuring costs in accordance with the applicable accounting
guidance when the outcome of such consultations becomes probable.

Management expects to finance its restructuring programs through cash generated from its engoing operations or through cash
available under its existing credit facilities, subject to the terms of applicable covenants. Management does not expect the
execution of these programs will have an adverse effect on its hgquidity position,

The following table provides a summary of the Company’s consolidated restructuring liabilities as of December 31, 2017 and
March 31, 2008 and related activity for the three months ended March 31, 2018 and 2017 by reporting segment:

Tzl
Powertrain Maotorparis Company
Balance 85 0F DecemBer 31, 2017 ... i s smsnicsn s iussinsisssinisssmmsessaemisinamsns snsasices b 0 % 21 % 41
ProviSions... ... —- 2 2
Renrisions boreatimma b s —- (2) (2)
Balance a3 of March 31, 200 8......coccmmmasimssimssssmms sasssassssssssass sussuns prasssnsassasssssssns 3 I8 % 16 % 34
Total
Powertrain Muorparis Coampany
Balance as of December 31, 2000 ... ..o earemserorsrasssss rressssasssssemsssmes pies resssssassenssssassns 3 it 27T % 55
POV ESIOTIR ot ee et eee s emeseees e ess et rn s som semes e s et e msssmssmm s m e sea s semt s st smns rmeebnes memsnen 5 2 T
Payments ......... () (7 (13)
Foreign currency ...... | — 1
Balance:ag oF WIAECh 3L, A0 i s s b 2B 5 22 5 30




The following table provides a summary of the Company’s consolidated restructuring liabilities as of December 31, 2017 and
March 31, 2018 and related activity For the three months ended March 31, 2018 and 2017:

Facility
Employee Clusure and
Cuosts Other Costs Total
41 % — § 41
1 1 2
(2} — (2}
3 M % — & 34

Balance az of December 31, 2007 ..ot messsassssis o suss suns sessssnssssasssssssns 3
il L VO SR E LT T e R p P TR P qprep——
Payments .............

Balance as of March 31, 2018

Facility
Employee Closure and
Costs Other Costs Tutal

54§ 1 3 35

Balanee an O DEEDE: T, 200 uuusii iniiinsinmmis iniinisdanssnniinmmasnnsssisnissssisasmsiidsiinsnssassnn:
O g e e B B e T B T S i
PAYITIEIIES 1oemvvivssransvenssasssenss sesssasssrmnssensessssesssasssessssnssessssomssamsssemss et seass sesssans sesassossen

Balance as of March 31, 2007 .ooeieeeseeiessessessvessssnsssssnssns smesssms sesss snsssssssnssssnsere B 49 5




The specific components of the restructuring and asset impairment charges. net by region and reporting segment for the three
months ended March 31, 2018 are as follows:

Three Months Ended March 31, 2008

Severance Related Charges Exit and Other Charges Impairment Charges

Powertrain Maotorparts Powertrain Motorparts Powertrain Maotorparts Tatal
EMEA........cccciisimmsmmasionannss — % 1 § — 5 {1y & — & — ¥ —
North America™ .
L A e e — — — et —

5 g 1 % " (1) 3 =g = g =

" The North America region within the Motorparts segment recogmized a charge of $1 million for severanee related charges, which was
offset by a 51 million reduction in a previously recorded liability.

Restructuring charges and asset impairments, net for the three months ended March 31, 2018 were comprised of 82 million related
to the Motorparts segment. Due to the inherent uncertainty involved in estimating restructuring expenses, actual amounts paid for
such activities may differ from amounts initially estimated, Accordingly, the Motorparts segment reduced its liability previously
recorded by 52 million during the three months ended March 31, 2018,

There were no significant restructuring programs initiated during the three months ended March 31, 2018, For programs initiated
in prior periods, the Company expects to complete these programs in 2009 and the additional restructuring charges to complete
these programs are not expected to be significant.

The specific compenents of the restructuring and asset impairment charges by region and reporting segment for the three months
ended March 31, 20017 are as follows:

Three Months Ended March 31, 2017

Severance Related Charges Exit and Orther Charges Impairment Charges
Powertrain Muotorparts Powertrnin -~ Motorparts Powertrain Matorparts Total
EMEA........cormmsimsimnsnsnenne b 2y § (2) § — & — & — & — % 4)
Morth America......o. — == — — — — ==
AL R P A S R e (3 — = — — () 4)
5 (5) § {2) 8 — & — ¥ — & (1) ¥ (%)

Restructuring charges and asset impairments, net {or the three months ended March 31, 2007 were comprised of $5 million
related o the Powertrain segment and 53 million related 1o the Molorparts segment, No adjustments o previous estimales were
made to the liability during the three months ended March 31, 2017,

See Note 6, Held for Sale, for further details related to the impairment of assets held for sale.




4, OTHER INCOME (EXPENSE), NET

The specific components of other income (expense), net are as follows:

Three Maonths Ended

March 31
g 017
Loss on sale of imvestment in nonconsolidated affiliate .............. - ] —_ (2)
Foreign currency transaction @ain {I0SE] .. ... i s s s e sk e (3) (7
GAI (IO O AT O IO - o cuihin s fotimsieasi i i N S S e i (1) —
Thirik party ToN Al AR o iiniiaiisiasanssboriess i v s oA SIS IR FHR Vs LR F AP R R 3 2
T AT TR, . i i st i e S i e i i (5) (4)
I e S i 10

b {7 % (1)

In the three months ended March 31, 2018, other income (expense), net included a $5 million charge for a purchase price
contingency related to a previous acquisition,

In the three months ended March 31, 2017, other income {expense), net incleded $6 million gain related to the termination of a
customer contract.

5. ACQUISITIONS

During the three months ended March 31, 2018, the Company recorded a $5 million charge for contingent consideration as a
result of achieving certain operational milestone related to a prior acquisition which was recorded in "Other income (expense),
net."

During the three months ended March 31 2017, the Company did not record any transaction related expenses associated with
acquisitions,

6. HELD FOR SALE

Held for Sale Operations

The Company classifies assets and liabilities as held for sale ("disposal group") when management, having the authority to
approve the action, commits to a plan to sell the disposal group, the sale is probable within one vear, and the disposal group is
available for immediate sale in its present condition. The Company also considers whether an active program to locate a buver
has been initiated, whether the disposal group is marketed actively for sale at a price that is reasonable in relation Lo its current
fair value, and whether actions required to complete the plan indicate it is unlikely significant changes to the plan will be made
or the plan will be withdrawn.

In December 2016, the Company entered into a stock and asset purchase agreement to sell certain assets and labilities related
to its wipers business in the Motorparts segment for a sale price of 38 million. During the yvear ended December 31, 2017, the
transaction did not close and the assers and liabilities were no longer classified as held for sale as of December 31, 2017,

In December 2016, the Company entered into an agreement to sell 80.1% of the shares of one of its subsidiaries in Brazil in the
Motorparts segment for a sale price of one Brazilian real. The related assets and liabilities have been classified as held for sale
as of December 31, 2017 and 2016. The sale closed in January 2018,




The Company did not have any assets or liabilities classified as held for sale as of March 31, 2018, The assets and liabilities
classified as held for sale as of December 31, 2017 were as follows:

December 31
7
Assets
B e s e T e e e e e i
MR TR e e 8 S B S e G e

L e v B e R L N e T e s
Impairment ON CATTVINZ WEIIE ... vuomusnsrvusmmssrsinrssen sassmess amsssssssinss emssmin sasassans wasssiesss somm s ms Snms s e s wmsm s e s e {9}
Total assets held for sale.........

Liabilities
T N R e L i 2
Accrued liabilities...........czvees
Total-linbilities: el fom sal e i R A R R B s il 3

These held for sale assets and liabilities have been recorded in "Prepaid expenses and other current assets" and "Other current
liabilities" as of December 31, 2017, As part of the held for sale assessment, the Company recorded an impairment loss in the
amount of $1 million during the three months ended March 31, 2017, which has been included in "Restructuring charges and
assel impairments, net” in the condensed consolidated statements of operations,

1. DERIVATIVES AND HEDGING ACTIVITIES

The Company is exposed to market risk, such as fluctuations in foreign currency exchange rates, commodity prices, and
changes in interest rates, which may result in cash flow risks. To manage the volatility relating to these exposures, the Company
aggregates the exposures on a consolidated basis to take advantage of natural offsets. For exposures not offset within its
operations, the Company enters into various derivative transactions pursuant to its risk management policies, which prohibit
holding or issuing derivative linancial instruments for speculative purposes, and designation of derivative instruments is
performed on a transaction basis to support hedge accounting. The changes in fair value of these hedging instruments are offset
in part or in whole by corresponding changes in the fair value or cash flows of the underlying exposures being hedged. The
Company assesses the initial and ongoing effectiveness of its hedging relationships in accordance with its documented policy.

Cash Flow Hedges — Commodity Price Risk

The Company’s production processes are dependent upon the supply of certain raw materials that are exposed to price
fluctuations on the open market. The primary purpose of the Company’s commaodity price forward contract activity is to
manage the volatility associated with forecasted purchases for up to eighteen months in the future, The Company monitors its
commoadity price risk exposures regularly to asses the overall effectiveness of its commodity forward contracts, Principal raw
materials hedged include copper, nickel, tin, zine, and aluminum. In certain instances within this program, foreign currency
forwards may be used in order to obtain critical terms match for commodity exposure whereby the Company engages the use of
foreign exchange contracts.

The Company has designated these contracts as cash flow hedging instruments. The Company records unrecognized gains and
losses in other comprehensive income (loss) ("OCI or OCL") and makes regular reclassifying adjustments into "Cost of
products sold” within the condensed consolidated statement of operations when amounts are recognized. The Company had
derivatives outstanding with an equivalent notional amount of $30 million and $20 million as of March 31, 2018 and
December 31, 2017, Substantially all of the commodity price hedge contracts mature within one year.




Net Investment Hedge — Foreign Currency Borrowings

The Company has foreign currency denominated debt, €731 million of which was designated as a net investment hedge in
certain foreign subsidiaries and affiliates of the Company. Changes to its carrying value are included in member interest in the
foreign currency translation component of other comprehensive income (loss) and offset against the translation adjustment on
the underlying net assets of those foreign subsidiaries and affiliates, which are also recorded in other comprehensive income
{loss), The Company's debt instruments are discussed further in Note 12, Deby.

Hedging Instruments
The following table is a summary of the carrying value of derivative and non-derivative instruments designated as hedges as of
March 31, 2018 and December 31, 2017:

Carrying Value
March 31 December 31
Balance sheet location 2018 017
Commaodity price hedge contracts designated as cash flow hedges......... Other current assets $ — % 1
Foreign currency borrowings designated as net investment hedges.......  Long-term debt b3 901 5 584

The following tahle represents the effects before reclassification into net income of derivative and non-derivative instruments
designated as hedges in other comprehensive income (loss) for the three months ended March 31, 2018 and 2017:

Amount of gain (loss)
recognized in pecumulated OCT
or (WL (effective partion)

Three Months Ended

March 31
2018 2017
Commodity price hedge contracts designated as cash flow hedges.... % (1 % 2
Foreign currency borrowings designated as net investment Ned2es .....ovoeiisvcsssnisiessvessinens B (24) % —

The Company estimates less than 31 million included in accumulated OCI or OCL as of March 31, 2018 will be reclassified
into earnings within the following 12 months, See Note 16, Changes in Aecwmulated Other Comprehensive Tncome (Lass) by
Companent, Net of Tax for amounts recognized in other comprehensive income (loss) and amounts reclassified out of other
comprehensive income (loss) for the three months ended March 31, 2008 and 2017 for these hedging instruments,

Foreign Currency Risk

The Company manufactures and sells its products in North America, South America. Asia, Europe, and Africa. As a result, the
Company’s financial results could be significanly affected by factors such as changes in foreign currency exchange rates or
weak economic conditions in foreign markets in which the Company manufactures and sells its products. The Company
generally tries 1o use natural hedges within its foreign currency activities, including the matching of revenues and costs, to
minimize foreign currency risk. Where natural hedges are not in place. the Company considers managing certain aspects of its
foreign currency activities and larger transactions through the vse of foreign currency options or forward contracts, Principal
currencies hedged have historically included the euro, British pound. Polish zloty, and Mexican peso.

Concentrations of Credit Risk

Financial instruments including cash equivalents and derivative contracts expose the Company to counterparty credit risk for
non-performance. The Company’s counterparties for cash equivalents and derivative contracts are banks and financial
institutions that meet the Company’s requirement of high credit standing. The Company’s counterparties for derivalive
contracts are substantial investment and commercial banks with significant experience using such derivatives. The Company
manages its eredit risk through policies requiring minimum credit standing and limiting credit exposure to any one counterparty
and through monitoring counterparty credit risks, The Company s concentration of credit risk related to derivative contracts as
of March 31, 2018 and December 31, 2017 is not significant.
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Other

The Company presents its derivative positions and any related material collateral under master netting agreements on a net
basis, For derivatives designated as cash flow hedges, changes in the time value are excluded from the assessment of hedge
effectiveness. Unrealized pains and losses associated with ineffective hedges, determined using the hypothetical derivative
method, are recognized in “Other income (expense), net,” Derivative gains and losses included in accumulated other
comprehensive income (loss) for effective hedges are reclassified into operations upon recognition of the hedged transaction.
Derivative gains and losses associated with undesignated hedges are recognized in “Other income (expense), net” for
outstanding hedges and “Cost of products sold™ or “Other income {expense), net™ upon hedge maturity.

8, FAIR VALUE MEASUREMENTS AND FINANCIAL INSTRUMENTS

A three-level valuation hierarchy is used for fair value measurements based upon observable and unobservable inputs.
Observable inputs reflect market data obtained from independent sources, while unobservable inputs reflect market
assumptions based on the best evidence available.

Level [ Quoted prices in active markets for identical instruments;

Level 2: Quoted prices for similar instruments in active markets, quoted prices for identical or similar
instruments in markets that are not active, and model-derived valuations whose significant inputs
are observable; and

Level! 3. Unobservable inputs in which there is little or no market data, which require the reporting entity to
develop assumplions based on the best evidence available.

Ttems Measured ar Fair Value on a Recurring Basis
Assets and (liabilities) remeasured and disclosed at fair value on a recurring basis as of March 31, 2018 and December 31, 2017
are set forth in the table below:

March 31 December 31 Measurement
o 2017 Approach
T 1111100y 1 T R et T P e e e Dot et e b3 — % ] Level 2

The Company calculates the fair value of its commeodity contracts and foreign currency contracts using quoted commodity
forward rates and guoted currency forward rates, to calculate forward values, and then discounts the forward values. The
discount rates for all derivative contracts are based on quoted bank deposit rates.

ftems Measured at Fair Value on a Nonrecurring Basis
In addition to items measured at fair value on a recurring basis, assets may be measured at fair value on a nonrecurring basis,
These assets include, long-lived assets and intangible assets which may be written down to fair value as a result of impairment.

The Company has determined the fair value measurements related to each of these assets rely primarily on Company-specific
mputs and the Company's assumptions about the use of the assets, as observable inputs are not available (Level 3). To
determine the fair value of long-lived asset groups., the Company utilizes discounted cash flows expected to be generated by the
long-lived asset group.

The Company recorded impairment charges of 51 million for the three months ended March 31, 2017, These impairments were
primarily the result of classifying certain assets and liabilities as held for sale, in addition to impairments on property, plant, and
equipment. These have been recorded within "Restructuring charges and asset impairments. net" in the condensed consolidated

statement of operations.




Financial Instruments not Carried at Fair Valwe
Estimated fair values of the Company’s outstanding debt were:

March 31, 2018 Deeember 31, 2007
Measurement
Carrying Value Fair Value Carrying Value Fair Value Approach
Tranche C term loan. ..........ccovcoeermmsressessnrecens B 1,449 § 1464 % 1,449 % 1. 467 Level 2
Secured notes ..o . 5 1.307 % 1,306 % 1272 8 1,276 Level 2

Fair value approximates carrving value for other debt, primarily foreign instruments as well as the U.S. revolver.

Fair market values are developed by the use of estimates obtained from brokers and other appropriate valuation techniques based
on information available as of March 31, 20018 and December 21, 2007, The farr value estimates do not necessarily reflect the
values the Company could realize in the current markets.

9. INVENTORIES, NET

Inventories. net consist of the following:

March 31 December 31
2018 2017
BB T AR oo s R e e e e e o 298 % 278
T EIUE] THOOMIUNCES: o cicusobmsssnuiionon oo a1 A a EA 1,029 Gy
5 1,562 % 1,456

10. GOODWILLAND OTHER INTANGIBLE ASSETS

A summary of changes in the net carrying amounts of goodwill by segment are as follows:

Three Months Ended March 31, 2008

Fowertrain Muotorparis Total
Net carrying amount, December 31, 2017 ..o rmee e snemssssessneens B 524 % 161 % (153
FOreign eXCAIEE . . iuomsarsssnissans inmsssanns sinsamss sunssusasusssnsusonsasnsaanaasanasssas sasssns suems susun 4 — 4
Net carrying amount, March 31, 2018 .o s res e essnsmsscemssmses B 528 % 161 5 HE9
Accumulated impairment charges as of March 31, 2018 and December 31, 2017 ... § 145 § 648 8 793

The Company conducts its assessment for goodwill impairments on October 1 of each yvear Tor all reporting units,




As of March 31, 2018 and December 31, 2017, intangible assets consist of the following:

March 31, 218 December 31, 207
Giross Met Gross Net
Carrying Accumulated Carrying Carrying Accumulated Carrying
Amount Amortization Amount Amaunt Amaortization Amaunt
Definite-lived intangible assets:
Developed technology ovviinicee. § 13 % {114y & 25 by 139 8§ (113) % 26
Customer relationships .......coe e GG (433) 251 656 (423) 263

5 825 8 (549) 8 276 8§ 825 § (536) % 289

Indefinite-lived intangible assets:
Trademarks and brand MamMEs .. 8 228 § 228

The Company's recorded amortization expense associated with definite-lived intangible assets was;

Three Months Ended

March 31
ME 07
T O A DB . B P e S e e 12 8 15
The Company™s expected Muture amorlization expense for its definite-lived intangible assets is as follows:
Remaining 2023 and
2018 2019 2020 21 2022 therenfter Total

Expected amortization eXpense. ... B T 8 49 % 48 § 48 § 278 67 § 276

11, INVESTMENT IN NONCONSOLIDATED AFFILIATES

The Company maintains investments in several nonconsolidated affiliates, which are primarily located in China, Korea, Turkey.
India, and the U.S. The Company generally equates control to ownership percentage whereby investments more than 50%
owned are consolidated,

The Company does not hold a controlling interest in an entity based on exposure 1o economic risks and potential rewards
(variable interests) for which it is the primary beneficiary. Further, the Company’s affiliations are businesses established and

maintained in connection with its operating strategy and are not special purpose entities.

The following represents the Company s aggregate investments and direct ownership in these affiliates:

March 31 December 31
201% 017
Investments in nonconsolidated affilIates ... B 312 % 124
Direct owrnership parrem e o i i s A ek 2% Lo 500G 2% to S0%

The following table represents amounts reflected in the Company’s financial statements related to nonconselidated affiliates:

Three Months Ended

March 31
s m7
Equity eamings of nonconsolidated affilates ... .....oeiisimmimssimsnis sessssssssns rmssssoss romspomsssnssssssssnss sssssmsasse B 20 % )
Cash dividends received from nonconsolidated affiliates.........o.ocoveeieeveeveee e cenerenssees semscessssesasmrseneres B 41 5 20




The following tables present summarized aggregated financial information of the Company's nonconsolidated affiliates for the
three months ended March 31, 2018 and 2017, The amounts represent 100% of the interest in the nonconsolidated affiliates and
not the Company's proportionate share,

Three Months Ended March 31, 2018

Anging TP

Statements of Operations Turkey JVs etz Other Tutal
EVBLES i imnsa i s S S R AR S 110 % 47 5 135 % 292
Gross PrOfilu s s s s s s s 9 {1 13 % 26 % 69
Income from continUing OPeTations .....c.e e sseseeees B 24 % 14 5 17 % 35
T YOOI st B S e s v s B g 23 8 13 5 6 § 52
Three Months Ended March 31, 20017
Amging TF
Statements of Operations Turkey J¥s Ginetee Other Tatal
A s s o 92 % 4] % 129 5 262
GO PEOE scnirnmmius R R R 25 % 12 % il % it
Income [rom continuing OPETAioNS ... e ersirs s essssessvesss £ 24 % 14 5 13 % Al
THEE IMIOOIIIE (ot iciiiem i isiiestteesbissbass smsas sms sbmessamt smabbmsbass bmsa s s bmnssanssimisinnss 2 8 12 5 14 5§ 46
12, DEBT
The follewing is a summary of debt outstanding as of March 31, 2018 and December 31, 2017
March 31 Dvecembeer 31
g 17
Loans under facilities:
B e BT R B B B R S e 5 250 % 250
TrATCHE U ACTTIL O8I i snieavsnsniains st ssiunsomssapsapssnsmnsansinnssnontens astissmy ceysmana deancrans sgmsavsanssny 1,455 1,455
Secured notes:
4. 875% Euro Fixed Rate NOES ... s s smssmss sess s sssss s sssss sessssasans 511 408
Bure FIORHEE PUbe INOLRE s iesiind s et i i s 00 a3 o S S B A 370 360
5.000% Euro Fixed Rate THOES ...cocimsmimivnesssnssmssssmssasns snssssnssnmnsasss suss sumassmss suas sansssssssnia ssnsans 431 420
I BT ST o8 o i e i 5 i s L K A A e e s S o B o Py A, (3 (4}
BT T T T (ol e e P e e A e e o S e e S et (11) {9)
Other debt, primarily foreign MSIUmMEnts .. e s s s e 164 160
3167 3,130
Less: Short-term debt, including curmrent maturities of long-term debi (131) (126)

Totsl Jonp-term debt.. ommsomm a5 3030 % 3.004

On February 23, 2018, the Company extended its Revolver, which provides for (1) aggregate availability of $625 million, (i) a
maturity date of February 23, 2023, subject to certain limited exceptions. and (iii) additional availability under the Company's
borrowing base. Advances under the Revolver generally bear interest at a variable rate per annum equal to (i) the Aliernate
Base Rate (as defined in the agreement) plus an adjustable margin of 0.25% to 0.75% based on the average monthly availability
or (ii) the Adjusted LIBOR Rate (as defined m the agreement) plus a margin of 1.25% to 1.75% based on the average monthly
availability. An unused commitment fee of (.25% is also pavable under the terms of the Revolver.

The total availability under credit facilitias was $416 million and $386 million as of March 31, 2018 and December 31, 2017,
The Company had 538 million letters of credit outstanding as of March 31, 2018 and December 31, 2017,




Interest expense associated with the amortization of the debt issuance costs for the three months ended March 31, 2018 and
2017 was as follows:
Three Months Ended
March 31
2018 217

Amortization oF debt ISSUANCE FBEE .....ocoricrimrmi et msrem sossssnss rosssmsromress sesaeeat resssrssssess sossrsassrsareessross BB 1 3 1

13.  PENSIONS AND OTHER POSTRETIREMENT BENEFITS

The Company sponsors several defined benefit pension plans (“Pension Benefits™) and health care and life insurance benefits
(“Other Postretirement Benefits™) for certain employees and retirees around the world.

Components of net periodic benefit cost (credit) for the three months ended March 31, 2018 and 2017 are as follows:

Pension Benefits Orther Postretirement
L5, PMlans Mon-LLS, Plans Benefits
2018 2017 018 017 s 2017
BETVIDRICOBL ., oiussiivssarrammisinsinssmmmsisibinerrssmpisrissnisanishnsiunsints. ) I % — ¥ 4 8 4 5 — 5 —
1 R A B o i Ry 10 11 3 3 2 3
Expected retum on plan 85828 ..uvveweessveseensseras smsaees (13) (11 -— (1) — —
Amortization of actuanial 105585 e memessiessmesssssaes 3 3 | 2 == -—
Amortization of prior serviee eredits oo, — — - — ()] (1

Met periodic benefit cost (credit). . 3 1 § i s g 3 8 3 1 § 2

14. INCOME TAXES

Under the liability method, deferred tax assets and liabilities are determined based on differences between financial reporting
and tax bases ol assets and liabilities and are measured using the enacted tax rates and laws that will be in effect when the
differences are expected to reverse,

For the three months ended March 31, 2018, the Company recorded income tax expense of %15 million on income from
continuing operations before income taxes of 544 million. This compares to income tax expense of 516 million on income from
continuing operations before income taxes of $68 million in the same period of 2017, Income tax expense for the three months
ended March 31, 2018 and 2017 differs from the ULS. statutory rate due primarily to pre-tax income taxed at rates higher than
the LIS, statutory rate and pre-tax losses with no tax benefit.

On December 22, 2017, The Tax Cuts and Jobs Act (the Tax Legislation was enacted in the United States, significantly revising
the LS. corporate income tax provisions, including among other items, a reduction in the ULS. corporate tax rate from 35% to
21%, the imposition of a deemed repatriation tax on unremitted foreign earnings to facilitate a shift from a world-wide tax
system to a territorial system, the creation of new anti-deferral provisions and new limitations on certain deduetions. The
Company does not currently anticipate significant revisions to the amounts recorded. However, under the guidance of Staff
Accounting Bulletin No. L18 issued December 22, 2017, we will account for the income effects of any additional guidance
associated with the Tax Legislation under the measurement period approach.

The Company is included in AEPs consolidated U5, federal income tax return and certain state income tax returns, In its
stand-alone financial statements, the Company accounts for income taxes using the separate return methodology, which
requires the recognition of deferred tax assets and liabilities for the expected future tax consequences attributable to differences
between the financial statement carrying amounts of existing assets and liabilities, and their respective tax basis. In the event of
a deconsolidation transaction, certain tax attributes would not be retained by the Company, The Transaction, as defined in Note
L, Description of Business. would be a deconsolidation transaction upon closing.




15, COMMITMENTS AND CONTINGENCIES

Environmental Matters

The Company is a defendant in lawsuits filed, or the recipient of administrative orders issued or demand letters received, in
various jurisdictions pursuant to the Federal Comprehensive Environmental Response Compensation and Liability Act of 1980
("CERCLA™) or other similar national, provincial or state environmental remedial laws. These laws provide that responsible
parties may be liable o pay for remediating contamination resulting from hazardous substances that were discharged into the
environment by them, by prior owners or occupants of property they currently own or operate, or by others to whom they sent
such substances for treatment or other disposition at third party locations, The Company has been notified by the LS.
Environmental Protection Agency. other national environmental agencies. and various provineial and state agencies that it may
b a potentially responsible party (“PRP™) under such laws for the cost of remediating hazardous substances pursuant 1o
CERCLA and other national and state or provineial environmental laws. PRP designation typically requires the funding of site
investigations and subsequent remedial activities.

Many of the sites that are likely to be the costliest 1o remediate are often current or former commercial waste disposal facilities
to which numerous companies sent wastes. Despite the potential joint and several liability which might be imposed on the
Company under CERCLA and some of the other laws pertaining to these sites, the Company’s share of the total waste sent
these sites has generally been small. The Company believes its exposure for liability at these sites is limited.

Omn a global basis, the Company has also identified certain other present and former properties at which it may be responsible
for cleaning up or addressing environmental contamination, in some cases as a result of contractual commitments and/or
federal or state environmental laws. The Company is actively seeking to resolve these actual and potential statutory, regulatory,
and contractual obligations. Although difficult to quantify based on the complexity of the issues, the Company has acerued
amounts corresponding to its best estimate of the costs associated with such regulatory and contractual obligations on the basis
of available information from site investigations and the professional judgment of consultants.

Total environmental liabilities, determined on an undiscounted basis. are included in the condensed consolidated balance sheets
as follows:

March 31 December 31
2R T
Oithicr:enrrent Vighilities cmmmnasiaaanrniainuuiiiuisneinaisiagis ) 6 3 7
Other accrued liabilities (MOMCUITEIL . ..cocvei it sinssssssunssssss sussssmsssmsissms sesstsenssass sress sosassns sssis 9 ]
b3 15 3 16

Management helieves recorded environmental liabilities will be adequate to cover the Company’s estimated liability for its
exposure in respect (o such matters, In the event such liabilities were 1o significantly exceed the amounts recorded by the
Company, the Company’s results of operations and financial condition could be materially affected. As of March 31, 2018,
management estimates additional losses above and beyond management’s best estimate of required remediation costs could
range up to $24 million.

Asset Retirement Obligations

The Company’s primary asset retirement obligations {"ARO") activities relate to the removal of hazardous building materials at
its facilities. The Company records an AR at fair value upon initial recognition when the amount is probable and can be
reasonably estimated. ARO fair values are determined based on the Company’s determination of what a third party would
charge to perform the remediation activities, generally using a present value technique.

ARO liabilities are included in the condensed consolidated balance sheets as follows:

March 31 December 31
P10 T
Other curment EDIITIEE L. oot e e s aen b e et e eeessmmi s bmns camteemtssnmsanensemeinnass B — % —
Other accrued liabilities (MONCUITEDLY......oo i v e csns s sesssass s s sasss sns reaas sasssmsssanassssasens sasais 15 15
b 15 § 15

There was no activity in the Company's ARO liability for the three months ended March 31, 2018 and 2017,
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Affiliate Pension Obligations

As a result of the 100% ownership interest in the Company by Mr. Teahn’s affiliates, the Company is subject to the pension
liabilities of all entities in which Mr. Icahn has a direct or indirect ownership interest of at least §0%. One such entity, ACF
Industries LLC ("ACF"). is the sponsor of several pension plans. All the minimum funding requirements of the Internal
Revenue Code of 1986 and the Emplovee Retirement Income Security Act of 1974 ("ERISA™), as amended, for these plans
have been met as of March 31, 2018, If the ACF plans were voluntarily terminated. they would be underfunded by
approximately $78 million as of March 31, 2018, These results are based on the most recent information provided by the plans’
actuaries. These liabilities could increase or decrease, depending on a number of factors, including future changes in benefits,
investment returns, and the assumptions used to calculate the liability, As members of the controlled group, the Company
would be liakle for any failure of ACF to make ongoing pension contributions or to pay the unfunded liabilitics upon a
termination of the pension plans of ACF, In addition, other entities now or in the future within the controlled group in which the
Company 1s included may have pension plan obligations that are, or may become, underfunded and the Company would be
liable for any failure of such entities to make ongoing pension contributions or to pay the unfunded liabilities upon termination
of such plans. Further, the failure to pay these pension obligations when due may result in the creation of liens in favor of the
pension plan or the Pension Benefit Guaranty Corporation (“PBGC™) against the assets of each member of the control led
group.

The current underfunded status of the pension plans of ACF requires it to notify the PBGC of certain “reportable events™ such
as if the Company ceases to be a member of the ACF controlled group, or the Company makes certain extraordinary dividends
or stock redemptions. The obligation to report could cause the Company to seck to delay or reconsider the occurrence of such
reportable events.

IEP and IEH FM Holdings LLC have undertaken to indemnify the Company for any and all liability imposed upon the
Company pursuant to ERISA resulting from the Company being considered a member of a controlled group within the meaning
of ERISA § 4001(a) 14) of which American Entertainment Properties Corporation is a member, except with respect to the
liability in respect to any employee benefit plan, as defined by ERISA § 3(3), maintained by the Company. [EP and IEH FM
Holdings LLC are not required to maintain any specific net worth and there can be no guarantee IEP and IEH FM Holdings
LLC will be able to fund their indemnification obligations to the Company.

Other Matters

On March 3, 2017, certain purporied former stockholders of Federal-Mogul Holdings Corporation (“FMHC™) filed a petition in
the Delaware Court of Chancery seeking an appraisal of the value of commaon stock they claim to have held at the time of the
January 23, 2017 merger of IEH FM Holdings, LLC into FMHC. 1IEH FM Holdings, LLC was a wholly owned subsidiary of
American Entertainment Properties Corp. and a subsidiary of Icahn Enterprises L.P. Federal-Mogul Holdings LLC, fik/a
FMHC, filed an answer Lo the petition on March 28, 201 7. A second petition for appraisal was filed by purported former
stockholders of FMHC on May 1, 2017, The two cases were consolidated on May 10, 2017 and the consolidated action is
styled: “In re Appraisal of Federal-Mogul Holdings LLC. C.A, No. 2017-0158-AGB™, Discovery is ongoing and a trial date
has not vet been set. The Company believes that it has a meritorious defense and intends to vigorously defend the matter.

O April 25, 2014, a group of plaintiffs brought an action against Federal-Mogul Products, Inc. (*F-M Products™), a wholly-
owned subsidiary of the Company, alleging injuries and damages associated with the discharge of chlorinated hydrocarbons by
the former owner of a facility located in Kentucky. Since 1998, when F-M Products acquired the facility, it has been
cooperating with the applicable regulatory agencies on remediating the prior discharges pursuant to an order entered into by the
facility's former owner, The Company does not currently believe the outcome of this litigation will have a material effect on its
condensed consolidated financial position, results of operations or cash flows.

In addition, the Company is involved in other legal actions and claims, directly, and through its subsidiaries. Management does
not believe the outcomes of these other actions or claims are likely to have a material adverse effect on the Company’s
condensed consolidated financial position, results of operations or cash flows.




16. CHANGES INACCUMULATED OTHER COMPREHENSIVE INCOME (LOSS5) BY COMPONENT, NET OF
TAX

The following represents the Company’s changes in accumulated other comprehensive income (loss) by component, net of tax
for the three months ended March 31, 2018 and 2017:

Three Months Ended
March 31

2018 2007

Foreign currency translation adjustments and other

Balance at beginming 0f PErind........cc. i oassissssssssisinmsasmsnsis s sussssassramsvssmssssasisssmsssmssssmmsssnesnssess . (197) § (B61)
Other comprehensive income (loss) before reclassifications adjustment, net of tax v 30 85
Reclassification from other comprehensive income {lo88).....o e — —
Other comprehensive ICOME (1055, NEL OF TAX vviessrersrerimrsssnsusrersssssssssons nses smsesens snrssssssssas vras sasssnassns s 30 BE

Balance at end of period ... et B (1270 F 0 (773)

Pensions and other postretirement benefits

Balance at beginning of period.... ST SRS PRRRPP. R (3 B ) . (557)
Other comprehensive income (lms} h-efom mclasslfr:atlons i2) —
Reclassification from other comprehensive income {Iubb)r” K 4

Other comprehensive income (loss), net of tax ...
Balance abend-of period. i i i ivisraimirimemiiross 8 (5100:%:  {553)

Cash flow hedge instruments
Balance At BegimmImg O PO - e i, %y (15) % (14)

Other comprehensive income (loss) before reclassifications .. e s s (1) |
Reclassification from other comprehensive income {loss)™ . - (1)
Other comprehensive iNCOME (10S5), NET 0T TAX oo emss e s e smes (1 —

Balance at end of Period ... s s s s s st bbb ena s st benats B (16) § (14)

Other comprehensive income (loss) atiributable to noncontrolling interests, net o 1x" v 5 3% 3

(&) Includes amortization of prior service costs/credits and actuarial gainsTosses,
{b) Mainly consisis commuodity contracis which are included in "Cost of products sold".
() Mainly consists of foreign currency translation sdjustments; refer to Mote 2, Basiy of Presentation and Summary of Significant Acconnting Policies,




17.  OPERATIONS BY REPORTING SEGMENT

The Company operates with two end-customer focused business segments. The Powertrain segment focuses on original
equipment powertrain products for automaotive, heavy duty, and industrial applications. The Motorparts segiment sells and
distributes a broad portfolio of products in the global aftermarket, while also serving OEMs with preduets including braking,
wipers, and a limited range of chassis components. This organizational model allows for a strong product line focus benefitting
both OF and aftermarket customers and enables the Company to be responsive to customers” needs for superior products and to
promote greater identification with its premium brands. Additionally, this organizational mode] enhances management focus to
capitalize on opportunities for organic or acquisition growth, profit improvement, resource utilization, and business model
optimization in line with the unique requirements of the two different customer bases. Reporting units are components of the
Company's reporting segments {which are also its operating segments) and generally align with specific product groups for
Powertrain and regions for Motorparts for which segment managers regularly review operating results,

Management utilizes Operational EBITDA as the key performance measure of segment profitability and uses the measure in its
financial and operational decision making processes, for internal reporting, and for planning and forecasting purposes 1o
efTectively allocate resources. Operational EBITDA is defined as EBITDA {earmings before interest, taxes. depreciation, and
amottization), as adjusted for additional amounts, Examples of these adjustments include impairment charges related to
goodwill, other long-lived assets, and investments: restructuring charges: certain gains or losses on the settlement/
extinguishment of obligations; and receivable financing charges. During 2018, the Company medified its definition of
Operational EBITDA to adjust for the non service cost components of its pension and postretirement benefits expense.
Comparable periods have been adjusted 1o conform to this definition.




Disaggregated Revenue

OF revenue: OF revenue is generated from providing original equipment manufacturers and servicers with products for
automaotive, heavy duty, and industrial applications. Supply relationships typically extend over the life of the related vehicle,
subject to interim design and technical specification revisions, and do not require the customer to purchase a minimum quantity.
OF order fulfillment is typically manufactured in response to customer purchase order releases, Revenue is generally
recognized at the point in time in which control transfers. Customers usually pay within 60-days of order fulfillment.

Aftermarket revenue: Aftermarket revenue is generated from providing products for the global vehicle aftermarket to a wide
range of warchouse distributors, retail parts stores, and mass merchants that distribute these products to customers ranging from
professional service providers to “do-it-vourself” consumers. In some cases, these agreements with customers have terms
ranging from one to three vears that cover one or more product lines with Nxed prices and do not require the customer 10
purchase a minimum quantity. Aftermarket order fulfillment is based on receipt ol a customer purchase order. Revenue is
generally recognized at the point in time which control transfers, Payment terms vary based on the nature of the customer
annngement.

Three Months Ended March 31, 2018

Powertrain Mutorparts Ttal
Geographic region:
O T L e i e 8 455 % 433§ 8493
EMIE AL ittt et o b ettt e b b e s s 613 329 942
Inter-segment eiminations ... .. s s s s s (57 (10) (a7)
3 12600 % 839 % 2,099
End markets:
e o e e o o e SR A S el e i e oy 5 1.2600 & 276 % 1,536
ATTETINATKEL. 1ottt st e s e s ettt st e 57 573 630
Inter-segment elMINAIONS ..o s s s (57 (10) (67)
5 1,260 & 839 § 2,099

Three Months Ended March 31, 2017

Powertrain Motorparts Ttal
Geographic region:
INOTTH ATTIETICH 1ottt es s emes e ot emss e e s ee s sme s e et st aes st smes $ 462 % 467 & 929
Inter-segment eliminations ... s e s s s s (5 (9) (63)
3 1,158 % 817 § 1,975
End markets:
ATIEIMATKET. v scsssssssrnssmsssssas e s vass srsassns semsssmsasenasomssenensrnns smsssnsssnnns smees 54 589 643
Inter-seement elitriNAtONS ..o e sesveemssonsressssmssssssssss sess senssnss reses sasasems snssssnnes (54) (9 (63}
5 1,158 § 817 % 1.975

Met sales, cost of products sold, and gross profit information are as follows:

Three Months Ended March 21

Cost of Producis Sold Giruss Profit
g 2n7 R E] w7
P O o b i A b nassais U8 (1.166) % (1,0534) % 151 % 158
I g T T e (700 (66Y) I 157
Inter-segment Chminations ... ..o . &7 63 — —=
Tolal Reporting SE@mMeEnt . e s 5 (1,800) % (1,660} § 299 § 313
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Operational EBITDA and the reconciliation 1o net income (loss) is as follows:

Three Months Ended
March X1

2018

w7

Motorparts ...

132

73

£ 13
&4

Tatal Operationa ] EBY A s s L s 9
Items required to reconcile Operational EBITDA to EBITDA:
Restructuring charges and asset impairments, et ™ s 5
Loss on sale of investment in nonconsolidated affiliate . .........cov v resrsesressrsssrssssmssrssssssresrassseens
Rinsneing el s s e
Loss on extinguishment of debt ... s s s s smss st semssnass soss sessssans
g1 ] 11T g LRt 1| £11 ]t e bk et e s e R AP e e
B0 T Tt L B ——

Mon service pension and other postretirement benefits eXPense ... oo s

205

(5)

(3)
(1
(3)
(2}

§ 223

3 ()
(2)
()
(2)

(0
el

ftems requived to reconcile EBITDA to net income (loss):

187

Depreciation and AmMOTHZALINN ..o i sssnssssssinirsissisessvereis 5 - (100Y

IMUETEEL BXPETISE, TIEL .oiticsiiensseessiassiesssses smnsssmssansssems s sams e ssena mnas smssbams s rme s ams s s mas e e e s as pmname s e smnes e e nas

Incomne tax (aapemzs) Dok . i i i iaiind s 3 s s S s o i

(43)
(15)

5 199

s (95
(36)
(16)

i LT T 5

29

5 3

Three Maonths Ended
March 31

Footnodes: 2018

017

" Rextructuring charges amd pssed impairmenis, net:
Restructuring charges related to severance and other Charges, e ... s s s s s s ey B

Asset impairments, including impaimments related (0 restrUCIEINE BUHVITIES .o s s st aas

5 7
{1

Total assets are as follows:

March 31
RO E]

5 ]

December 31

T

PPORFETRIIINNY <. im0 S SR e e S B e B i Tttt O 4,610

b

4,466
2312

Total Reporting SEEIMIEIT ....oooo et e oot emese e e et emss s seaas s e e semsscssreas 7.455

al

T T e o o e s 276

1.278
236

Total ..cooeeeiecrinans e P B DI P AR U A RS bt e By LR PR Y T 7.731

3

1.514

! Includes net deferred tax asset balances.




18. RELATED PARTY TRANSACTIONS
The Company's payments to Insight were less than $0.5 million for the three months ended March 31, 2018 and 2017,

The following table is a summary of net sales to Auto Plus and Pep Boys during the three months ended March 31, 2018 and
2017:

Three Manths Ended
March 31
MNet sales: 2018 017
AT PRI i S i B A B e BT T e R e s M % 17
N PSSP, 4 15 %

The following table is a summary of amounts due to and from Auto Plus and Pep Boys as of March 31, 2018 and December 31,
2017:

March X1 December 31

Accounts receivable: 218 17

Pep Boys: s smsnsiaaniiamisaiisarisirasnusniynmiannang 24 8 41
Trade accruals:

P By o i e i e e R 2 5
Other provisions:

b P s e S B s B s i % 2 %

PP BBVE o uttasecisem e s 8 e 5 g
Other receivables:

L OSP4 — 5 1

The Company had rovalty income from Pep Boys of §1 million for the three months ended March 31, 2018,

PSC Metals, Inc. (“PSC Metals™) is a wholly-owned subsidiary of IEP. The Company's scrap sales to PSC Metals were §1
million and less than $0.5 million for the three months ended March 31, 20018 and 2017.

On December 1, 2016. the Company acquired the assets and liabilities of Beck Arnley. an entity owned by a subsidiary of [EP.
The purchase price was $14 million and included a $7 million non-interest bearing note maturing on June 1, 2018, The full
balance of the note was outstanding as of March 31, 201% and December 21, 2017.

IEF has a 28% ownership interest in Hertz Global Holdings, Inc. ("Hertz"). The Company's purchases from Hertz were $1
million for the three months ended March 31, 2018,




MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS
References herein to the "Company,” “Federal-Mogul,™ *we,” “us.,” “our”™ refer to Federal-Mogul LLC.

The following Management’s Discussion and Analysis of financial condition and results of operations (“MD&A™) should be read
in conjunction with the MD&A included in our annual financial statements as of December 31, 2017 and 2016, and for the years
ended December 31, 2017, 2016, and 2015 dated February 26, 2018,

Executive Overview

Our Business: Federal-Mogul is a diversified, global supplier of automotive products to a variety of end markets. We have two
business segments that principally focus on diserete markets, each with a chief executive officer reporting to our Board of
Directors. Powertrain focuses on OF powertrain products for automotive, heavy-duty and industrial applications. Motorparts
sells and distributes a broad portfolio of products in the global vehicle aftermarket, while also serving OEMs with vehicle
products including brakes, wipers and. to a limited extent, chassis components,

For more than a century, we have developed the innovative products our customers need to produce the next generation of
vehicles and maintain the present vehicle population. We are a prefemred provider to our customers as a result of our global
engineering, manufacturing, distribution and customer service capabilities, We continue to develop new technologies that
improve fuel economy. reduce emissions and enhance durability, safety and vehicle performance. As a result, we believe that
w are uniquely positioned to effectively manage the life cycle of a broad range of OFE products and OES and aftermarket
products to a diverse customer base,

On April 10, 20018, IEP, American Entertainment Properties Corp.. a Delaware corporation, our parent and an indirect wholly
owned subsidiary of 1EP (“AEP™), us, and Tenneco Ing.. a Delaware corporation (“Tenneco™), entered into a Membership
Interest Purchase Agreement pursuant to which AEP agreed to sell all of our outstanding membership interests to Tenneco (the
“Transaction™) in exchange for S800 million in cash and 29 444,846 shares of Tenneco commeon stock. The Transaction is
expected to close in the second half of 2018, subject to regulatory approvals. the approval of Tenneco's shareholders and other
customary closing conditions,

Following the closing of the Transaction, Tenneco has agreed 1o use its reasonable best efforts (o pursue the separation of the
conmbined company's powertrain technology business and its aftermarket & ride performance business into two separate,
publicly traded companies in a spin-off transaction that s expected 1o be treated as a tax-free reorganization for U5, federal
ncome tax purposes,

Financial Results for the Three Months Ended March 31, 2018: Consolidated net sales were 32,099 million, an increase of
$124 million, or 6.3%. The increase was primarily driven by a favorable effect of foreign currency exchange of $139 millien
and a 00.2% increase in sales volumes of §3 million (which included a $9 million unfavorable effect from divestitures).

Cost of products sold was 51800 million, an increase of $140 million, or £.4%. The increase was primarily driven by a $132
million unfavorable effect of foreign currency exchange, $2 million in ineremental costs related to higher sales volumes, and 36
million of additional costs from net performance and other.

Ciross profit decreased by $16 million to 3299 million, or 14.2% of sales, for the three months ended March 31, 2018 compared
to 5315 million, or 15.9% of sales. for the three months ended March 31, 2017, The decrease was primarily driven by the
unfavorable effects of net performance and other of $24 million, which is mainly driven by pricing. This was partially offset by
the favorable effects of higher sales volumes (net of changes in mix) of 81 million, and a 57 million favorable effect of foreign
currency exchange.

For the three months ended March 31, 2018:
= Net income attributable to Federal-Mogul was 526 million, down from 549 million, primarily driven by a decrease in
gross profit of S16 million and an increase in selling, general, and administrative expenses of 14 million, which
included an increase in depreciation expense of 35 million.




«  Total debt, including short-term debt and current portion of long-term debt. increased by 537 million primarily due 1o the
unfavorable effects of foreign exchange on our Euro Notes. On February 23, 2018, we renegotiated our revolving line of
credit in the LS. which resulted in an increase in our borrowing capacity of £25 million and an extension of the maturity
date to February 23, 2023, We had $£247 million of cash and $416 million of availability under our credit facilities at
March 31, 2018,

Recent Trends and Market Conditions: There is inherent uncertainty in the continuation of the trends discussed below. In
addition, there may he other factors or trends that can have an effect on our business. Our business and operating results are
alTected by the relative strength of:

General economic conditions: Our OE business is directly related to automotive sales and automotive vehiele production by
our customers. Automotive sales depend on a number of factors, including global and regional economic conditions. Demand
for aftermarket products is driven by three primary factors including: the number of vehicles in operation: the average age of
vehicles: and vehicle usage trends {primarily distance traveled).

Global vehicle production levels: Global light vehicle production increased by 0,9% in the three months ended March 31, 2015,
European light vehicle production rose 3.3%. North American light vehicle production decreased 2.9%. with positive growth in
Mexico, and negative growth in the LS. and Canada. Light vehicle production in the Asia-Pacific region increased by 0.4%,
with positive growth in India and Japan and ncgative growth in China and Korca. South America also posted an increase during
the three months ended March 31, 2018, up 11.4%,

Gilobal commercial vehicle production increased by 14.4% in the three months ended March 31, 20018, European commercial
vehicle production rose 0.9% and the Asia-Pacific region rose 16.7%, with positive growth in China and India. South Amenca
posted an increase during the three months ended March 31, 2018, up 26,3%. There was a 19.4% increase in commercial
vehicle production in our primary market of North America.

Global vehicle sales levels: Global light vehicle sales increased by 2.4% in the three months ended March 31, 2018, European
light vehicle sales rose 2.4% and North American vehicles sales increased 1.0%, with positive growth in the US and Canada,
and negative growth in Mexico. Light vehicle sales in the Asia-Pacific region increased 2.1%. South America posted an
increase during the three months ended March 31, 2008, up 13.7%.

Global commereial vehicle sales were up 16.1% in the three months ended March 31, 2018, European commereial vehicles
sales rose 5.3% and the Asia-Pacilic region was up 16.7%, with strong growth in China and India. South America posted an
increase for the three months ended March 31, 2018, up 37.1%. There was a 21.8% increase in our primary market of North
America.

Part replacement trends: The strength of our aftermarket business is influenced by several key drivers, These include the
vehicle population {or "parc"). average vehicle age, fuel prices, and vehicle distance traveled. The vehicle parc is estimated to
have expanded in most major markets. including the U.5., China. and Germany. Average vehicle ages also increased, despite
growth in new vehicle sales. in most regions. Vehicle distance traveled varies by region and is sensitive to several factors,
including fuel prices, and tansportation alternatives,

Creapoliical risk: We conduct business globally, which subjects us o numerous risks and uncertainties, For example, we have
aperations in the UK which may be matenially affected by the UK's referendum to leave the European Union, which has created
uncertainty in both the UK and Europe. We also have an interest in a Turkish joint veniure, which may be aiTected by recent
turmoil in that region. In addition, there could be potential changes in trade agreements and new or changed tariffs in the U5,

Foreign currencies: Given the global nature of our operations, we are subject to fluctuations in foreign exchanges rates and
there has been significant volatility in foreign currency rates,
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Strategy: Our strategy is to develop and deliver leading technology, innovation and service capabilities for our customers that
result in market share expansion in the OE market and aftermarket. Our strategy is designed to create sustainable global
profitable growth by leveraging existing and developing new economic advantages, which consists primarily of the following:

Extending our global reach to support our OF and aftermarket customers, furthering our velationships with leading Asian
OF customers and sirengthening market share with US. and FEuropean OF customers,

We conduct business with the majority of automotive OF customers, as well as leading automotive aftermarket distributors.
retailers and service providers around the world, Within the highly competitive automotive parts industry, we enjoy and seek o
extend the signilicant advantages that come from our world-class global manufacturing, engineering and distribution footprint,
and global sourcing capabilities, This footprint enables the design, production. and delivery of premium parts emphasizing
quality, safety, and reliability virtually anywhere in the world and also supports the continual innovation of new products and
technologies, As in previous years, Powerlrain continued to expand its manufacturing capacity and footprint by building new or
expanding existing plants, especially in low cost countries. Recent acquisitions have also strengthened our global market
position. The integration of the TRW Global Valvetrain business within Powertrain solidified Powertrain’s position as a leading
supplier of core engine components. The acquisitions of Honeywell and Affinia have also solidified Motorparts' position as a
leading global provider of braking and chassis components. In late 2015, we opened a new state-of-the-art wiper production
facility in southeastern Romania serving both OE and aftermarket customers throughout Eurape. We are in the process of
expanding production capacity and our manuflacturing footprint for certain of our key product lines as well as broadening our
aftermarket distribution footprint in growth markets,

Assess qeguisition and investment opportunities that provide product line expansion, technological advancements,
geographic positioning, penetration of emerging markers (including India and China) and market share growth,

We continue to invest in the development of leading powertrain technologies for our customers. During 2016, we began mass
production of our market-leading DuroGlide® piston ring technology for both passenger cars and commercial trucks and are
seeing rapidly growing demand from our customers. We continued our investment in steel pistons for both heavy duty and
passenger cars with significant growth and margin opportunities. During 2017 F-M Powertrain acquired a development
company based in the United Kingdom, Controlled Power Technologies (CPT) which enables us to expand into the
development and manufacture of powertrain technologies for electrification and hybridization that complement our existing
capabilities. In 2016, Motorparts completed an acquisition of a filter manufacturing business in Mexico to extend our product
offerings in the global aftermarket and intezrated Beck-Arnley”, a provider of premium OE quality parts and fluids to the Morth
American aftermarket for foreign nameplate vehicles in North America, into Motorparts. Motorparts has also made investments
to position us to capitalize on the development of the independent aftermarket in the Asia Pacific region, Such investments
include joint ventures in the region and continued build out of our Asia Pacific distribution capabilities such as two new
distribution centers ("DC's") opened in China in 2006 and a new Chassis and Engineering Center in China in 2017,

Leverage the strength of our global aftermarket leading brand positions, product portfolio and range, marketing and selling
expertise, and distribution and logistics capabilities.

As we expand our distribution and service capabilities globally. we seek to optimize the performance of our DCs through
enhanced efficiencies in order 1o meet the world-class delivery performance our customers inereasingly require, We have made
investments in our U5, distribution network by enhancing our IT system, through our new multi-product DCs in California

and Eastern Pennsylvania, and through the implementation of automated picking technology and a more efficient replenishment
system with the objective of improving inventory visibility, availability, and lowering costs. We also made investments in

our DC network in Belgium and China and recently opened a DC in Hungary.

We are focused on marketing the advantages of our quality branded aftermarket products through multiple media outlets,
including an expanded digital platform. We continue to invest in the development of differentiated products offering enhanced
safety, performance and reliability. We have also launched a series of “Tech First initiatives to provide online, on-demand, and
onsite technical training and support to vehicle repair technicians who use and mstall our products. This initiative included the
apening of Garage Gurus™, a nationwide technical education network consisting of 12 technical support centers and a fleet of
mobile training vans in major U.S. markets: a repair shop engagement program in France and Germany; and the opening of our
first technical training and support center in China,

Aggressively pursue cost compertitiveness in all business segments by continuing to drive productivity in existing operations,
consolidating and relocating manufacturing operations fo low-cost countries, utilizing our strategic alliances, and
rationalizing business resources and infrastructure.

We operate within competitive industries and our management teams continuously analvze opportunities to reduce costs and
improve productivity. We also take a disciplined approach in evaluating investment or growth opportunitics. We assess
individual opportunities to execute our strategy based upon estimated sales and margin growth, cost reduction potential,

mternal investment returns, and other eriteria, and make investment decisions on a case-by-case basis. Opportunities meeting or
exceeding benchmark return criteria may be undenaken through existing operations, consolidating and relocating operations to
low-cost countries internal development activities, acquisitions, strategic alliances, or other means.
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Critical Accounting Estimates

Non-GAAP Measures: We utilize Operational EBITDA as the key performance measure of segment profitability and use the
measure in our financial and operational decision making processes; {or internal reporting: and for planning and forecasting
purposes to effectively allocate resources. Operational EBITDA is defined as EBITDA (earnings before interest, taxes,
depreciation and amorntization). as adjusted for additional amounts. Examples of these adjustments include impairment charges
related to goodwill, other long-lived assets and investments; restructuring charges; certain gains or losses on the settlement/
extinguishment of obligations; and receivable linancing charges. During 2018, we modified our definition of Operational
EBITDA to adjust for the non service pension and other postretirement benefits expense. Comparable periods have been
adjusted to conform to this definition.
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Consolidated Results — Three Months Ended March 31, 2008 vs, Three Months Ended March 31, 2007

Three Months Endesd March 31

Favarable’

2018 7 {unfavoruble)
Consolidated Statement of Operations Data {in millions)
Met 5ales ...ovvreerreenreoseres e B0 2,099 F 1975 3 124
ot o oo s B i B S G i iasianis (1.800) {1.660) (140)
TR ITOEIR s ceessnsmeanissmsosmmseniamms s St S0 e L AN B B e e S AR SRS SR 209 315 (16)
Selling. general and administrative EXPENSES .o mres s sensresssesessmrssenssessssmmssemeresssnsasses (208) (194) (14)
Restructuring charges and asset impairments, Net ..., — (8) 8
AT O PN TN EIETIRE - vitasieciassaa i s ot g A G P R et (12) (15) 3
Other INCOME [BXPSNE]; TIEE 1iuuusimsasrasnessasasinssnta sisasmasasia vises sasasnss snsassasansns susassmss sbns vass sniasnns (N (n (6)
TEETLAL CXPICINBES VAL rovsyressrnsscscosieed yims o e iisa b e i R SR S LRSS s 43) (36) (7
Mon service pension and other postretirement benelils EXpPense .o e (5) ] e
Loss on extinguishment of debt .. s — (2) 2
Equity earnings of nonconsolidated affiliates ... 2 18 2
INeome X (EXPENSET BEMEITE oo ass e oo e s s s {15) (16} I
Met IO (DOEE) 1.ivensminminnsssinisnssasassnsisssssisns isassns 29 32 (23)
MNet (income) attributable to noncontrolling interes i3 (3 —
Net income (loss) attributable to Federal-Mogul ... b 26 % 49 % (23)

Comparison of Three Moniths Ended March 31, 2018 vs. Three Months Ended March 31, 2007

Net sales:

Consolidated net sales increased by 3124 million compared to the three months ended March 31, 2017. The increase was
primarily driven by a favorable effect of foreign currency exchange of $139 million and a (,2% increase in sales volumes of §3
million {(which included a $9 million unfavorable effect from divestitures). This was partially offset by an 518 million
unfavorable effect of other which primarily consists of commercial actions and customer pricing.

Cost of products sold:

Cost of products sold increased by $140 million compared to the three months ended March 31, 2017. The increase was
primarily driven by an unfavorable effect of foreign currency exchange of $132 million and $2 million in incremental costs
related to higher sales volumes, and $6 million of additional costs on net performance and other.

Lirass profit:

Gross profit as a percentage of sales, for the three months ended March 31, 2018 was 14.2% compared 1o 15.9% for the three
months ended March 31, 2017. Gross profit decreased by 516 million compared to the three months ended March 31, 2017,
The decrease was primarily driven by the unfavorable effects of net performance and other of 524 million, which is mainly
driven by pricing. This was partially offset by the favorable effects of higher sales volumes (net of changes in mix) of 51
million, and a $7 million favorable effect of foreign currency exchange.

Selling, general and adminisirative expense:

Selling, general and administrative expenses (“SG&A™) as a percentage of sales, was 9.9% for the three months ended March
31, 2018 as compared to 9.8% for the three months ended March 31, 20017, This increase of $14 million is primarily attributable
to higher compensation costs. SG&A includes R&D costs, including product and validation costs of $33 million and 548
million for the three months ended March 31, 2018 and 2017.

Restructuring charvges and asset impairments, net:

Restructuring charges and asset impairments, net decreased by $8 million for the three months ended March 31, 2018 compared
to the three months ended March 31, 2017, The decrease is primarily related to lower severance and other charges incurred
during the three months ended March 31, 2018.

Amoriization expense:
Amortization expense decreased by 53 million for the three months ended March 31, 201 8 as compared to the three months
ended March 31, 2017 due to the full amortization of certain definite-lived intangible assets.
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(her income (expense), net:

Other income {expense), net increased by 36 million for the three months ended March 31, 2018 as compared to the three
maonths ended March 31, 2007, The primary reason for the naet increase was related to a $5 million charge for a purchase price
contingency, which was substantially offset by $4 million of favorable effects of foreign currency transactions recognized
during the three months ended March 31, 2018, as compared to the three months ended March 31, 2017, During the three
months ended March 31, 2017, we recognized a $6 million gain on the termination of a customer contract, which was partially
offset by a loss on sale of investment in a nonconsolidated affiliate of $2 million.

Interest Hse, Heis
Met interest expense increased 57 million for the three months ended March 31, 2018, This increase is primarily attributable to
higher borrowings and interest rates under our revolver and Euro Notes.

Non ser nsion and other postreti {i] I8 Expense:

Mon serviee pension and postretirement expense decreased 34 million for three months ended March 31, 2018, This decrease is
mainly attributable to an increase in the long-term rate of return assumption for the U5, defined benefit pension plans at
December 31, 2017, which increased the expected return on plan assets and reduced the expense recognized during the three
months ended March 31, 2018,

Loss on extinguishment of debi:

Loss on debt extinguishment decreased by 32 million for the three months ended March 31, 2018, This decrease is due to the
write-off of prior debt issuance costs and original issue discounts associated with the Tranche B and C term loans paid down
with the proceeds from the issuance of the Euro notes during the three months ended March 31, 2017,

Eguit i it iliates:

Equity in earnings of nonconsolidated affiliates increased by 52 million for the three months ended March 31, 20018 compared
to the three months ended March 31, 2017, The increase was primarily driven by increased eamnings at our nonconsolidated
affiliates in Turkey,

Tncome tax nse) benefit:

For the three months ended March 31, 2018, an income tax expense of 515 million was recorded on income from continuing
operations before income taxes of $44 million, comparasd 1o income tax expense of $16 million on income from continuing
aperations before income taxes of $68 million for the three months ended March 31, 2017, Income tax expense for the three
months ended March 31, 2018 and 2017 differs from the ULS, statutory rate due primarily to pre-tax mcome taxed at rates
higher than the U.5. statutory rate and pre-tax losses with no tax benefit.
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Reporting Segment Results — Three Months Ended March 31, 2018 vs,

2018 Sales Analvsis:

Sales by Region:

Three Months Ended March 31, 2007

Volume Increase (Decrease) by Region:
Excluding Divestitures

Including Divestitures

Powertrain Yo Muotorparts S Powertrain Motorparts Powertrain Nlutorparts
{in millinns) {in millions)
MNorth America........... § 455 34% S 438 2% § 4 § (3l 5 ) 8 (30
EMEA... s 613 47% 329 39, 15 1 15 1
L0 AR e 249 19%% 22 O 14 9 14 6
5 1.317 100%% 5 549 1000 5 33 {21y % 21 3 {24)
linter- Total
segment Repaorting
Powertrain - Matorparts  Elimination  Segment
(in millions)
T Sed s e e e el MY 8 816 % (63 § 1975
External sales volumes ... e i3 (213 — 12
Inter-segment 3ales VOIUMES .o i e s s s vess senas e K] 1 (4} —
DTV EEEITERE. L iuusiansiirnns sentenssbonsdainssoinssns oeins pinvhinns iaid Fasidmans biaphans ot AL Ao e A (B (3} (9}
01 [ (13) (3) — {18)
B OB CATTAIIEY . aciiumuns vmss mem snusason s ohs wess s s e e G s Vet 44 e 58 51 — 139
L) B L OSSOSO UNOSUNTUUURIOPUROTUNOTUNTURPUROPTUPES. SN B ) U . 1 840 % (67) § 2,009
Other: Primarily represents commercial actions and customer pricing.
2018 Cost of Products Sold Analysis:
Inter- Total
sepment Reparting
Powertrain~ Motorparis  Elimination Segment
{in millions)
20017 Cost of Products Sold.............c.ccei v cmvasimssssnssssssassssenssmss tomss vess s smassesssnss § (1054 5 (66 § 63 % (1,660)
Sales volumes / M. (20) 14 4 (2)
Perforntanee SN OHEE s smumsmims st s st e e e (&) (&)
oo L i s R R e R R {86) (46) —- (132)
2018 Cost of Products Sold.......ccovnininensnmssomnnaneass 8 (1, 1000 § (701} 3 67 5 (1,800)

Perfarmance and other: Performance and other includes the unfavorable effect of material and service sourcing offset by a

favorable benefit from productivity,
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2018 Gross Profit Analysis:

Tnter- Total
segment Reporting
Powertrain -~ Motorparts  Elimination Segment

{in millions)
2017 Gross Profit.. ... 9 158 % 157 § — § M5
Sales volumes / mix....... 10 (9} — 1
Prerfommmamce A BT . i iesininn renisesiiins crsa e s e e e R (1% (5} (24)
o 7
....... R T e s e s e 151 & 148 § — 5 M

FOPZIZN CUITEIICY 1orverrensrensssmsssassrnssrnsivmssress emsssmsssanssmssressssasssmsssinss enss sessseasnns 2 5
2018 Gross Profit

2018 Operational EBITDA Analysis:

Inter- Total
segment Reporting
Powertrain - Motorparts  Elimination  Segment

{im millions)
2017 Operntlonal EBITDA..............ooe v rensvamsncsssasiasimensss B 139 % 84 8
Sales volumes / mix

— 5 223
9 (14) = (5}
Performance and other .............. ; (23) (1) -— (26)

1 e 1
Other ICOME [EXPENEE] c.uisieresimiiinssmenismssisss biss semsansa bamsasansanss anas susasens sasas smsansn (2} 3 -- |
&

Equity earnings in nonconsolidated affiliates ....ovvecvrveveresrersrress onssessrrmerssseres

=TT B 5| T U OS—— 9 - 11

2018 Operatlonal EBITDIA.............cooocorimimnismmmsmssnssmsssinssmas cossssmsasess seasssmsesns B 132 % 73 8 — % 205

30




Reconciliation of Operational ERITDA to Net income (loss):

Three Months Ended March 31
2018 2017
{in millions)
POV EITATELIIY 1o cs1eas s s s e s 0 0 8 8 808880888 A RS p 132 % 139
Motorparts.. T3 54
Total Operational EBITDIA ... i ims ssssiss s ssss sams smsss smssssss sasia bessssssssmsssasssnss iasmssmnasenss  OF 205 % 223

{tens reguired to reconcile Operational EBITOA 1o EBITDA:
Restructuring charges and asset impairments, 161 e s sssssensseesseesssnas 5 — 5 i)
Loss on sale of investment in nonconsolidated affiliate ..o e (2)
B A B T e B O R i (5) (4)
— (2)

PurchREE Price OOMIUZEIIEY .. cosmiicsis iiunonssosiis oiiasdessihsiiiiinss s os it 0e sivsns s o Faabma veadi (5) .

Loss on extinguishment of debt ...

011120 LIF o B e o e A 3 NP S S o it ek A (1) ()
Non service pension and other postretirement benefits expense .o, (5) (%
Ot e S s R (2) 2

Ttems required fo reconcile ERITDA to net income (foss )
Depreciation and amomiZation. . .. e s msssssms s s ssssess s smsatsas ssssssesssssss B {100y 3% (95)
[ e e e e e e e e (43) (36)
Tncome 18X (eXPEnRE] BENETRE . ocusiniamsnsnssssansinisssisssiansinsinnss sassiseiniss ssnbninsichany cinsiaimsiis onpmasmissias (15) {16)
Neddmennie (Jopg) o o e S e s e 8 28 3 52

Three Maonths Ended March 21
Footnoes: g 2T
" Restructuring charges and mssed impairments, ner: iin millions)
5 & mn
Asset impairments, including impainments related (o restructuring activities ... —_ il)
5 — § %)

Restructuring charges related to severance and other chorpes, net ...
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Ligquidity and Capital Resources

Operating Activities
As summarized in the table below, net cash provided from (used by) operating activities was 552 million and %129 million for
the three months ended March 31, 2018 and 2017:

Three Months Ended March 31
2018 7

{in millions)

Operational cash Mow before changes in operating assets and Habilities ....occeeeceeiiis e b 130 % 156

Changes in operating assets and liabilities:

Accoumits Teceivables Iek . i A B e e R S (58) (74)
Inventories, nel ... (54) 11

Ao s PAY A i i S e s A A S e S 65 92
Other assets And HADIIES ... i stee e cemsssen e e sas st em st sssem st saante 31} (56)
Total change in operating assets and Habilies. ..o it s s {78) (27)

Net cash provided from (used by) operating activities... . % 52 % 129

Cash provided by operations for the three months ended March 31, 2018 decreased by $77 million compared to the three
maonths ended March 31, 2017, The decrease was primarily the result of:
= adecrease in net income of 323 million, primarily attributable to a $16 million reduction o gross profit and an
increase of $14 million in selling, general, and administrative expenses, which included higher depreciation expense of
35 million: and
= anet cash outflow of $78 million attributable to changes in net working capital, which include:
= an increase in accounts receivable due to the inerease in sales during the three months ended March 31, 2018
for our Powertrain segment, as sales are usually lower due to the OF plant shut-down at vear-end, which was
offset by an increase in factored receivables activity qualifying as sales:
= an increase in inventory in both of our segments during the three months ended March 31, 2018 which was
more than offset by the corresponding increase in our accounts payable: and
o changes in other assets and liabilities attributable to a decrease in accrued rebates, as a result of paying out
rebates earned by customers in the prier year during the three months ended March 31, 2018, a reduction in
accrued compensation, and changes in our income tax related balances,

Trvesting detiviiies
As summarized in the table below. net cash provided from (used by) investing activities for the three months ended March 31,
2018 and 2017:

Three Months Ended March 31
2018 w7

{in millions)

b3 (118) % (101}

Expenditures for property, plant and @quipiMent. o . e e ssssmsessss s ssssss smsas sesssessses

Net proceeds from sale of property, plant, and equipment ..., | 1
Met proceeds from sale of investment in nonconsolidated affiliate ..o oeerierccneeeeereneee - 1
Net cash provided from (used by) investing aciVilES .. 5 {117 § (99}

Capital expenditures were 5118 million and $101 million for the three months ended March 31, 2018 and 2017. These capital
expenditures were primarily related to investing in new facilities, upgrading existing products, continuing new product
launches, and infrastructure and equipment at our facilities to support our manufacturing, distribution, and cost reduction
efforts. We expect to spend between 3390 million and $430 million on capital expenditures during 2018, depending on timing
of expenditures, as we continue to invest in our strategic priorities and growth,
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Financing Aciivities
Cash flow provided from {used by) financing activities for the three months ended March 31, 2018 and 2017:

Three Months Ended March 31

2018 w7
{in millions)

Proceeds from term loans and Sectred TS .o s e s bbb st B 27 3 787
Principal payments on term l0ans ... eeremvsseesocs 21} (696)
Proceeds from borrowings on revolving lines of credit.... oo, 102 71
Payments on revolving lines oF Credil........co e ceeics cosececassessresscosassesscss sessssess veses snsssems sesesams s (109} (162)
Increase (decrease) in other short-term debt .o (N i)

MNet cash provided from (used by) finANCINE ACHVILES .. .cuceesveeescereremsceses e cemsvesssesmsesrenssnens B 4) 3 (3)

For the three months ended March 31, 2018, cash flow used by financing activities was 54 million. This included net
borrowings under term loans and notes of $6 million and net payments under revolving lines of eredit of $7 million.

For the three months ended March 31, 2017, cash flow used by financing activities was 53 million. On March 30, 2017, the
Company issued an aggregate principal amount of €715 million secured notes. Proceeds from the issuance of the notes were
5776 million which were used to repay our Tranche B term loan i the amount of 3684 milhon, including acerued interest,
repay 585 million of our outstanding balance on our U.S. revolving line of credit, and pay 52 million of fees and expenses
related to the issuance of the notes.

Liguidity
The following table summarizes our available liquidity:
March 31 December 31
2ols 2017
(im millions)
a8l B AR U VAIETIIR . omsies isinsoiimsivoni o oo o i, 247 % 119
Available under cradit fACHIES ... s s s s e sk ms s s s mannnsnnninen 416 % IR6

O Balance Sheet Arrangements
We do not have any material off-balance sheet arrangements, other than those described below.

Other Liguidity and Capital Resource Items

Our subsidiaries in Brazil, Canada, France, Germany, laly, and the United States are party 10 aceounts receivable factoring and
securitization facilities. For additional detailed information, refer to Note 2, Basis of Presenation and Summary of Sienificant
Accounting Poficies, of the condensed consolidated financial statements.

Litigation and Environmental Contingencies

For a summary of material litigation and environmental contingencies, refer to Note 15, Commitments and Contingencies, of the
condensed consolidated financial statements.,
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