
ARVINMERITOR INC
Form 10-K
November 19, 2009

UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-K

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the Fiscal Year Ended September 27, 2009

Commission file number 1-15983
_______________

ARVINMERITOR, INC.
(Exact name of registrant as specified in its charter)

Indiana 38-3354643
(State or other jurisdiction of incorporation or (I.R.S. Employer

organization) Identification No.)

2135 West Maple Road
Troy, Michigan 48084-7186

(Address of principal executive offices) (Zip Code)

Registrant�s telephone number, including area code: (248) 435-1000

SECURITIES REGISTERED PURSUANT TO SECTION 12(b) OF THE ACT:
Title of each class Name of each exchange on which registered

Common Stock, $1 Par Value (including the New York Stock Exchange
associated Preferred Share Purchase Rights)

SECURITIES REGISTERED PURSUANT TO SECTION 12(g) OF THE ACT: None
Indicate by check mark whether the registrant is a well-known seasoned issuer, as defined in Rule 405 of the

Securities Act.
Yes [   ]    No [ X ]
Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of

the Act.
Yes [   ]    No [ X ]

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d)
of the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the
registrant was required to file such reports), and (2) has been subject to such filing requirements for the past 90
days.

Yes [ X ]    No [   ]

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate web
site, if any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Registration
S-T during the preceding twelve months (or for such shorter period that the registrant was required to submit and

Edgar Filing: ARVINMERITOR INC - Form 10-K

1



post such files).
Yes [   ]    No [   ]

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained
herein, and will not be contained, to the best of registrant�s knowledge, in definitive proxy or information
statements incorporated by reference in Part III of this Form 10-K or any amendment to this Form 10-K. [ X ]

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, or a
non-accelerated filer. See definition of �accelerated filer and large accelerated filer� in Rule 12b-2 of the Exchange
Act.

Large accelerated filer o Accelerated filer x
Non-accelerated filer o (Do not check if a smaller reporting company) Smaller reporting company o

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange
Act).

Yes [   ]    No [ X ]

The aggregate market value of the registrant�s voting and non-voting common equity held by non-affiliates of
the registrant on March 27, 2009 (the last business day of the most recently completed second fiscal quarter) was
approximately $83,586,199 million.

74,269,521 shares of the registrant�s Common Stock, par value $1 per share, were outstanding on November 2,
2009.

DOCUMENTS INCORPORATED BY REFERENCE
None

Page
No.

PART I.
Item 1. Business Information 1

Item 1A. Risk Factors 14

Item 1B. Unresolved Staff Comments 23

Item 2. Properties 23

Item 3. Legal Proceedings 23

Item 4. Submission of Matter to a Vote of Security Holders 24

Item 4A. Executive Officers of the Registrant 24

PART II.
Item 5. Market for Registrant�s Common Equity, Related Stockholder Matters and Issuer

Purchases of Equity Securities 25

Item 6. Selected Financial Data 27

Edgar Filing: ARVINMERITOR INC - Form 10-K

2



Item 7. Management�s Discussion and Analysis of Financial Conditions and Results of Operations 28

Item 7A. Quantitative and Qualitative Disclosures About Market Risk 56

Item 8. Financial Statements and Supplementary Data 58

Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure 111

Item 9A. Controls and Procedures 111

Item 9B. Other Information 113

PART III.
Item 10. Directors, Executive Officers and Corporate Governance 113

Item 11. Executive Compensation 117

Item 12. Security Ownership of Certain Beneficial Owners and Management and Related
Stockholder Matters 147

Item 13. Certain Relationships and Related Transactions, and Director Independence 149

Item 14. Principal Accountant Fees and Services 153

PART IV.
Item 15. Exhibits and Financial Statement Schedules 153

Signatures 159

PART I

Item 1. Business.

Overview

ArvinMeritor, Inc. (the "company" or "ArvinMeritor"), headquartered in Troy, Michigan, is a premier global
supplier of a broad range of integrated systems, modules and components to original equipment manufacturers
(�OEMs�) and the aftermarket for the commercial vehicle, transportation and industrial sectors. The company serves
commercial truck, trailer, off-highway, military, bus and coach and other industrial OEMs and certain aftermarkets,
and light vehicle OEMs. Our principal products are axles, undercarriages, drivelines, brakes and braking systems,
and roofs and door systems.

ArvinMeritor was incorporated in Indiana in 2000 in connection with the merger of Meritor Automotive, Inc.
("Meritor") and Arvin Industries, Inc. ("Arvin"). As used in this Annual Report on Form 10-K, the terms "company,"
"ArvinMeritor," "we," "us" and "our" include ArvinMeritor, its consolidated subsidiaries and its predecessors unless
the context indicates otherwise.

ArvinMeritor serves a broad range of customers worldwide, including medium- and heavy-duty truck OEMs,
specialty vehicle manufacturers, certain aftermarkets, trailer producers and light vehicle OEMs. Our total sales
from continuing operations in fiscal year 2009 were $4.1 billion. Our ten largest customers accounted for
approximately 59 percent of fiscal year 2009 sales from continuing operations. Sales from operations outside the
United States (U.S.) accounted for approximately 61 percent of total sales from continuing operations in fiscal year
2009. Our continuing operations also participated in 9 unconsolidated joint ventures, which we accounted for under
the equity method of accounting and that generated revenues of approximately $929 million in fiscal year 2009.
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The company�s fiscal year ends on the Sunday nearest to September 30. Fiscal year 2009 ended on September
27, 2009, fiscal year 2008 ended on September 28, 2008 and fiscal year 2007 ended on September 30, 2007. All
year and quarter references relate to our fiscal year and fiscal quarters unless otherwise stated. For ease of
presentation, September 30 is utilized consistently throughout this report to represent the fiscal year end.

Whenever an item in this Annual Report on Form 10-K refers to information under specific captions in Item 7.
Management�s Discussion and Analysis of Financial Condition and Results of Operations or Item 8. Financial
Statements and Supplementary Data, the information is incorporated in that item by reference.

References in this Annual Report on Form 10-K to our belief that we are a leading supplier or the world's leading
supplier, and other similar statements as to our relative market position are based principally on calculations we
have made. These calculations are based on information we have collected, including company and industry sales
data obtained from internal and available external sources as well as our estimates. In addition to such
quantitative data, our statements are based on other competitive factors such as our technological capabilities, our
engineering, research and development efforts, and our innovative solutions as well as the quality of our products
and services, in each case relative to that of our competitors in the markets we address.

Corporate Transformation Activity

After significant strategic review, we announced in 2008 our intention to separate our Light Vehicle Systems
(�LVS�) and Commercial Vehicle Systems (�CVS�) businesses. We believe our decision to move away from LVS was a
good one. LVS is subject to high competition, oversupply, intensely competitive end markets and financially
troubled customers. With limited resources and cash to invest we decided to concentrate on our commercial
vehicle and industrial business, which should allow keener focus on more attractive, targeted investments with
potentially higher margins. In 2009, we made substantial progress in the transformation of our company through
the sale of many of our LVS businesses, with only the Body Systems business and a relatively minor portion of our
Chassis business remaining in our light vehicle segment.

We are continuing to strategically evaluate all options with respect to divesting our Body Systems business,
including a sale of the entire business, multiple sales of portions of the business, shut downs of portions of the
business or a combination of partial sales and shut downs. We expect that the divestiture process will extend until
the end of 2010 or beyond. There are significant risks and uncertainties (as well as potentially substantial costs)
inherent in any options we may pursue. See Item 1A. Risk Factors for information on risks associated with the
planned divestiture.

1

Our fiscal year 2009 divestiture activity included the following:

Wheels. On September 21, 2009, we completed the sale of our Wheels business � formerly a division of LVS �
to Iochpe-Maxion S.A., a Brazilian producer of wheels and frames for commercial vehicles, railway freight
cars and castings. The gross purchase price was approximately $180 million. Net proceeds after certain
taxes and adjustments for working capital and net debt were $166 million (net of cash on hand of $3
million), which were used to reduce outstanding balances on our revolving credit facility.

• 

Chassis. In 2009, we completed, or entered into letters of intent to complete, the sale of substantially all of
our Chassis businesses, formerly a part of LVS. The status of our Chassis businesses is as follows.

Gabriel de Venezuela. On June 5, 2009, we sold our 51 percent interest in Gabriel de Venezuela to
our joint venture partner. Gabriel de Venezuela, a consolidated subsidiary prior to the divestiture,
supplies shock absorbers, struts, exhaust systems and suspension modules to light vehicle
customers, primarily in Venezuela and Colombia.

♦ 

Gabriel Ride Control Products North America. During fiscal year 2009, we completed the sale of our
Gabriel Ride Control Products North America (Gabriel Ride Control) business to Ride Control, LLC, a
wholly owned subsidiary of OpenGate Capital, a private equity firm. Gabriel Ride Control supplies
motion control products, shock absorbers, struts, ministruts and corner modules, as well as other
automotive parts to the passenger car, light truck and sport utility vehicle and related aftermarket

♦ 

• 
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industries.

Meritor Suspension Systems Company. On June 24, 2009, the company entered into a binding
letter of intent to sell its 57 percent interest in Meritor Suspension Systems Company (�MSSC�), a
joint venture that manufactures and sells automotive coil springs, torsion bars and stabilizer bars in
North America, to our joint venture partner, a subsidiary of Mitsubishi Steel Mfg. Co., LTD. We
completed the transaction on October 30, 2009 for a purchase price of $13 million, which included
a cash dividend of $12 million received by the company in the third quarter of fiscal year 2009.

♦ 

Remaining Chassis Businesses. Our remaining Chassis businesses are primarily composed of module assembly
operations in the United States and certain European operations. Module assembly operations in the United States
are expected to continue through the term of existing supply contracts ending in March 2010 and December 2011
at which time operations are expected to cease or be transitioned to other suppliers. Our remaining European
Chassis operations include a facility in Bonneval, France that makes ride control parts (shock absorbers) for
aftermarket sales in Europe and one in Leicester, England that makes and distributes gas springs for sale to
automotive customers and industrial applications. Sales from our remaining Chassis businesses were $106 million
in fiscal year 2009.

See Note 3 of the Notes to Consolidated Financial Statements under Item 8. Financial Statements and
Supplementary Data below for further information with respect to changes in continuing and discontinued
operations.

Our Business

As a result of the divestitures described above, LVS now consists primarily of the Body Systems business. In
order to better reflect the importance of our remaining core CVS businesses and a much smaller LVS business and
to reflect the manner in which management reviews information regarding our business, we have revised our
reporting segments as follows:

The Commercial Truck segment supplies drivetrain systems and components, including axles, drivelines
and braking and suspension systems, primarily for medium- and heavy-duty trucks in North America, South
America and Europe.

• 

The Industrial segment supplies drivetrain systems including axles, brakes, drivelines and suspensions for
off-highway, military, construction, bus and coach, fire and emergency, and other industrial applications.
This segment also includes all of our businesses in Asia-Pacific, including all on- and off-highway activities.

• 

The Aftermarket & Trailer segment supplies axles, brakes, drivelines, suspension parts and other
replacement and remanufactured parts, including transmissions, to commercial vehicle aftermarket
customers. This segment also supplies a wide variety of undercarriage products and systems for trailer
applications.

• 

The LVS segment includes our Body Systems business, which supplies roof and door systems for
passenger cars to OEMs, and our remaining Chassis businesses.

• 

We refer to our three segments other than LVS as, collectively, our �Core Business�.

2

The financial statements and financial information included in this 10-K have been restated to reflect our
change in reporting segments as well as to reflect the divestiture activity discussed above. See Note 24 of the
Notes to Consolidated Financial Statements under Item 8. Financial Statements and Supplementary Data for
financial information by segment for continuing operations for each of the three years ended September 30, 2009,
including information on sales and assets by geographic area. The heading "Products" below includes information
on certain product sales for each of the three fiscal years ended September 30, 2009.

Business Strategies
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We are currently a global supplier of a broad range of integrated systems, modules and components to OEMs
and the aftermarket for the commercial vehicle, transportation and industrial sectors, and we believe we have
developed market positions as a leader in many of the markets we serve. The recent unprecedented challenges in
the credit markets, deterioration in the commercial vehicle and automotive markets and a worldwide recession
have forced us to sharpen our business and operating strategies to align to these new business conditions and to
better position our company for the future. We are working to enhance our leadership positions in our Core
Business, capitalize on our existing customer, product and geographic strengths, and increase sales, earnings and
shareowner returns by growing the businesses that offer more attractive returns.

There are several significant factors and trends occurring in the commercial vehicle, transportation and
industrial sectors that present both opportunities and challenges to industry suppliers, and which have a significant
influence on our business strategies. These factors and trends include:

severely weakened financial condition of OEMs and suppliers and sharply reduced volumes;• 

emissions, safety and related regulations affecting the trucking and transportation industries;• 

the cyclicality of these industries, including the effects of new emissions and other regulations for
commercial vehicles on vehicle sales and production;

• 

consolidation and globalization of OEMs and their suppliers;• 

evaluation by OEMs of their outsourcing strategies given capacity and other market conditions;• 

pricing pressures from OEMs that could negatively impact suppliers' earnings even when sales volumes
begin to increase;

• 

fluctuations in the cost of raw materials, primarily steel and oil;• 

rapid market growth in developing countries;• 

increased demand for modules and systems (as opposed to components) by OEMs; and• 

an increasing emphasis on engineering and technology focused on improving vehicle fuel efficiency and
safety.

• 

Our specific business strategies are influenced by these industry factors and trends as well as by the recent
global economic and financial crisis and are focused on leveraging our resources to continue to develop and
produce competitive product offerings. We believe the following Core Business strategies will allow us to maintain
a balanced portfolio of commercial truck, industrial and aftermarket businesses covering key global markets. See
Item 1A. Risk Factors below for information on certain risks that could have an impact on our business, financial
condition or results of operations in the future.

Financial and Operational Excellence

Managing the Cycle. The industries in which we operate have been characterized historically by periodic
fluctuations in overall demand for medium- and heavy-duty trucks, and other vehicles for which we supply
products, resulting in corresponding fluctuations in demand for our products. The lengths and timing of the cyclical
nature of the vehicle industry cannot be predicted with certainty. In response, we are focused on utilizing flexible
manufacturing processes and plant footprints to take advantage of industry upturns and effectively manage
industry downturns. In addition, we expect to balance the on-highway commercial vehicle cycles with
complementary business lines, including aftermarket, military, construction and industrial supply. To effectively
manage the cyclical nature of our Core Business, we are also focused on cost management and maintaining
sufficient balance sheet flexibility.

Drive a Continuous Improvement Culture. The company implemented Performance Plus, a long-term profit
improvement and cost reduction initiative, in fiscal year 2007 to improve operational performance and increase
cash flow, earnings and shareowner value. The actions and programs that are part of the Performance Plus
initiatives include delivering cost improvements by focusing on operational excellence (materials; manufacturing;

Edgar Filing: ARVINMERITOR INC - Form 10-K

6



and overhead) and enhancing revenue by focusing on commercial excellence (engineering, research and
development; product strategy and growth; and aftermarket).

3

In fiscal year 2007, as part of Performance Plus, we implemented the ArvinMeritor Production System ("APS"), a
lean manufacturing initiative that guides our pursuit of operational excellence. APS integrates several of our
previous performance improvement initiatives into a set of actions that focus on improving systems, processes,
behaviors and capabilities. Throughout our company, continuous improvement teams work to achieve significant
cost savings, increase productivity and efficiency, improve design and quality, streamline operations and improve
workplace safety. Maintaining a continuous improvement culture is important to our business operations and to
maintaining and improving our operating results.

We expect the lower cost base that we have established through the above disciplined approach to serve us
well not only through the current difficult environment but also during an economic recovery in the future.

Profitable Growth

Focus on Organic Growth in Our Core Business While Reviewing Strategic Opportunities. Our goal is to grow
businesses that offer attractive returns and are core to our operations as well as to diversify over geographic and
product lines to adjacent markets. We have identified the areas of our Core Business that we believe have the
most potential for leveraging into other industries, products, markets and technologies, and we are focusing our
resources on these areas. As we pursue additional growth opportunities, we intend to maintain or grow our market
share with our commercial vehicle OEM customers by providing high quality products and services at competitive
pricing. We also continue to review and evaluate on an ongoing basis all of our existing businesses to determine
whether we need to modify, restructure, sell or otherwise discontinue any one of the businesses.

We intend to focus on growing product categories that offer favorable margins, such as the commercial vehicle
aftermarket (�CVA�), with a focus on low customer transaction costs, remanufacturing, off-highway and military. We
also intend to expand the CVA product portfolio geographically (into South America, China and India). In fiscal year
2008, we acquired Mascot Truck Parts Ltd ("Mascot") and Trucktechnic SA ("Trucktechnic"). Mascot remanufactures
transmissions, drive axles, steering gears and drivelines in North America. Trucktechnic is a supplier of
remanufactured brake calipers, components and testing equipment primarily to European markets.

We also intend to continue to concentrate on military design innovation � which has been a strong and profitable
business for us. In addition, we are focused on growing our off-highway business. We plan to re-enter and increase
off-highway market share in North America and Europe over the next 5 years, continue to grow in South America
and expand our leadership position in Asia Pacific. Additionally, we are looking to leverage adjacent off-highway
products to better serve our customers with a complete off-highway drive systems solution.

Longer term we intend to explore other industrial opportunities to apply our commercial, engineering, and
manufacturing capabilities to new markets and product lines, perhaps totally separate from the traditional vehicle
market applications.

We believe that commercial suppliers continue to consolidate into larger, more efficient and more capable
companies and collaborate with each other in an effort to better serve the global needs of OEM customers by being
where these customers need them. We regularly evaluate various strategic and business development
opportunities, including licensing agreements, marketing arrangements, joint ventures, acquisitions and
dispositions. We remain committed to selectively pursuing alliances and acquisitions that would allow us to
leverage our capabilities, gain access to new customers and technologies, expand our global presence, enter
complementary product market segments and implement our business strategies.

Strengthen our Presence in Emerging Global Markets. Geographic expansion to meet the global sourcing needs
of customers and to enter new markets is an important element of our growth strategy. We currently have
wholly-owned operations and regional joint ventures in South America, a market that has recently experienced
significant growth. We also have joint ventures and wholly-owned subsidiaries in China, India and Turkey and
participate in programs to support customers as they establish and expand operations in those markets.
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We plan to continue to grow and expand globally, with a keen focus on South America and Asia Pacific
(primarily China and India) because we believe these regions offer the greatest growth potential. Sales in these
regions represented approximately 19 percent, 19 percent and 15 percent of total sales from continuing operations
in fiscal years 2009, 2008 and 2007, respectively. We are also positioning the company in other growing markets,
such as Eastern Europe.

In 2009, we signed a strategic partnership with Yutong Group Co., Ltd., the largest producer of high-end buses
and coaches in the China market, to supply drivetrain components for buses and coaches in China. As part of
ArvinMeritor�s partnership with Yutong, ArvinMeritor and Yutong will also sell and distribute standard aftermarket
service kits for its products. In addition to supplying premium non-drive and drive axles to Yutong, ArvinMeritor
manufactures differential carriers and brake calipers at its facility in Wuxi, China, for application on Yutong's axles
utilizing local suppliers to meet the needs of customers in the China market. The final product is assembled at
Yutong's plant in Zhenzhou, China.

4

Product and Technology Focus

Deliver High Quality Products for All Markets we Serve. We believe the quality of our core product lines and our
ability to service our products through our aftermarket capabilities give us a competitive advantage. A key part of
delivering high quality products is delivering service through the entire life cycle of the product. We continue to
invest in new product development as we seek to keep our core product lines continually refreshed and in step
with evolving market requirements and continue to grow our complimentary product lines. Building upon the
strength of these core technologies, we intend to expand our presence globally, and continue our growth in
complementary product lines, such as the critical military vehicle and off-highway markets. Our strategy involves
diversifying on a geographic and product line basis through the aftermarket, off- and on-highway and added
adjacencies that we will explore. Through implementation of our technology roadmap, complementary
technologies such as electronics, controls and mechatronics are expected to be applied to traditional product lines
to provide enhanced performance and expanded vehicle content.

Leverage Our Technology to Address Mobility, Safety and Environmental Provisions. In our opinion, another
industry trend is the increasing amount of equipment required for changes in environmental and safety-related
regulatory provisions. OEMs select suppliers based not only on the cost and quality of their products, but also on
their ability to meet stringent environmental and safety requirements and to service and support the customer
after the sale. We use our technological and market expertise to anticipate trends and to develop and engineer
products that aim to address mobility, safety and environmental concerns.

To address safety, we have implemented a strategy of focusing on products and technologies that enhance
overall vehicle braking performance. As part of this strategy, we are focusing on the integration of braking and
stability products and suspension products as well as the development of electronic control capabilities. Through
MeritorWabco, our joint venture with WABCO Holdings, Inc. ("WABCO"), we offer electronic braking systems that
integrate anti-lock braking systems technology, automatic traction control, collision avoidance systems and other
key vehicle control system components to improve braking performance and meet all required stopping distances
for commercial vehicles.

In addition, we have developed a hybrid diesel-electric drivetrain for Class 8 line-haul trucks. This concept
project, as further discussed below, has potential for environmental and economic benefits to heavy-duty truck
customers in the future, including significant improvements in fuel efficiency. We are also working on a commercial
pick-up and delivery truck program using an alternative battery-powered drivetrain that reduces emissions and
fossil fuel consumption.

Nurture Emerging Next-Generation Products. We plan to continue to invest in advanced technologies that
address customer needs by improving fuel efficiency and driver/vehicle safety. Examples of these advanced
technologies being developed include:

The Hybrid Class 8 Line-haul Powertrain Concept. ArvinMeritor delivered a concept hybrid drivetrain
system to Walmart Transportation in January 2009. Although this product is a concept system only and at
this juncture we have no orders or contracts to produce it, we intend to pursue this area in the future.

• 
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While most hybrid systems today are best suited for start-stop applications, our concept hybrid drivetrain is
specifically designed for linehaul, over-the-road trucks, the largest segment of the commercial vehicle
population and the greatest consumer of diesel fuel on the road. Our concept hybrid drivetrain, the Meritor
Multi-Mode Hybrid Powertrain, combines both mechanical and electrical drive systems. Under 48
miles-per-hour, vehicle propulsion is delivered entirely through an electric motor with power from lithium
ion batteries. These batteries are recharged through regenerative braking and/or an engine-driven
generator. As the vehicle approaches highway speed, the drivetrain phases to a diesel-powered system
with the electric motor providing power, only as required, allowing for total system optimization. The key
differentiation of this system is its ability for zero-emission mode over a wide range of vehicle driving
conditions. This allows the truck to operate in places where emissions are restricted, like a port or urban
area. Additionally, the batteries provide continuous power for hotel loads during an overnight rest period,
eliminating the need for engine idling or other redundant anti-idling systems. Electrification of accessories
such as the air or AC compressors provides further efficiency benefits. Additional benefits have been
demonstrated in noise, handling and smoother acceleration. The Meritor concept hybrid drivetrain in the
Walmart tractor was developed by ArvinMeritor as project leader and in collaboration with Navistar and
Cummins and is comprised of a proprietary motor/generator unit, high capacity lithium ion batteries, as
well as the overall power-management system.

ArvinMeritor�s Smart Systems Technology. ArvinMeritor�s Smart Systems technology roadmap focuses
on improving vehicle system performance through the integration and application of electronics, controls
and materials.

• 

Meritor Lubrication Management System (MLMS). MLMS adjusts the axle lubricant level according to
vehicle operating conditions. It is estimated that linehaul vehicles spend up to 90% of their operation at
highway speeds. Under these conditions, when oil churning losses are most significant, the lube level is
automatically reduced, with an attendant reduction in viscous drag. By reducing oil churning during high
speed operation, axle efficiency is improved by up to 1%, with a corresponding reduction in fuel
consumption.

• 

5

Products

ArvinMeritor designs, develops, manufactures, markets, distributes, sells, services and supports a broad range
of products for use in the transportation and industrial sectors. In addition to sales of original equipment systems
and components, we provide our original equipment, aftermarket and remanufactured products to vehicle OEMs
and their dealers (who in turn sell to motor carriers and commercial vehicle users of all sizes), independent
distributors, and other end-users in certain aftermarkets.

The following chart sets forth, for each of the three fiscal years with the most recent ended September 30,
2009, information about product sales for products comprising more than 10% of consolidated revenue in any of
those years. A narrative description of our principal products follows the chart.

Product Sales:

Fiscal Year Ended
September 30,

2009 2008 2007
CORE BUSINESS:
     Axles, Undercarriage and Drivelines 55% 57% 54%
     Brakes and Braking Systems 19% 17% 19%
     Other 1% 1% 1%
          Total Core Business: 75% 75% 74%
LVS:
     Roofs and Door Systems 23% 22% 21%
     Other 2% 3% 5%
          Total LVS Business: 25% 25% 26%
               Total: 100% 100% 100%
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Core Business

The three segments included in our Core Business manufacture and supply the products set forth and described
below.

Axles, Undercarriage & Drivelines

We believe we are one of the world's leading independent suppliers of axles for medium- and heavy-duty
commercial vehicles, with axle manufacturing facilities located in North America, South America, Europe and the
Asia/Pacific regions. Our extensive truck axle product line includes a wide range of front steer axles and rear drive
axles, aluminum carriers to reduce weight and pressurized filtered lubrication systems for longer life. Our front
steer and rear drive axles can be equipped with our cam, wedge or air disc brakes, automatic slack adjusters,
anti-lock braking systems (�ABS�), vehicle stability control systems and complete wheel-end equipment.

We supply heavy-duty axles in certain global regions, for use in numerous off-highway vehicle applications,
including construction, material handling, and mining. We also supply axles for use in medium- and heavy-duty
military tactical wheeled vehicles, principally in North America. These products are designed to tolerate extremely
high tonnage and operate under extreme geographical and climate conditions. In addition, we have other
off-highway vehicle products that are currently in development for certain other regions. We supply axles for use in
buses, coaches and recreational vehicles, fire trucks and other specialty vehicles in North America, Asia-Pacific and
Europe, and believe we are the leading supplier of bus and coach axles in North America.

 We believe we are one of the world's leading manufacturers of heavy-duty trailer axles, with a leadership
position in North America. Our trailer axles are available in more than 40 models in capacities from 20,000 to
30,000 pounds for virtually all heavy trailer applications and are available with our broad range of brake products,
including drum brakes, disc brakes, anti-lock and trailer stability control systems, and ABS.

We supply universal joints and driveline components, including our Permalube� universal joint and RPL
Permalube� driveline, which are low maintenance, permanently lubricated designs used often in the high mileage
on-highway market. We supply drivelines in a variety of global regions, for use in numerous on- and off-highway
vehicle applications, including construction, material handling, mining, agriculture and forestry. We supply ABS
transfer cases and drivelines for use in medium- and heavy-duty military tactical wheeled vehicles, principally in
North America. We also supply transfer cases for use in specialty vehicles in North America. Anti-lock brakes and
stability control systems are also used in military vehicles and specialty vehicles. In addition, we supply trailer air
suspension systems and products in Europe with an increasing market presence in North America. We also supply
suspensions for use in buses, coaches and recreational vehicles, fire trucks and other specialty vehicles in North
America and Europe, and supply advanced suspension modules for use in medium- and heavy-duty military tactical
wheeled vehicles, principally in North America.

6

Through a joint venture, we develop, manufacture and sell truck suspensions, trailer axles and suspensions and
related wheel-end products in the South American market. We believe this joint venture has a number one product
position in suspension and trailer axles in the South American market.

Brakes and Braking Systems

We believe we are a leading independent supplier of air brakes to medium- and heavy-duty commercial vehicle
manufacturers in North America and Europe. In Brazil, one of the largest truck and trailer markets in the world, we
believe that our 49%-owned joint venture with Randon S. A. Vehiculos e Implementos is a leading supplier of
brakes and brake-related products.

Through manufacturing facilities located in North America, Asia-Pacific and Europe, we manufacture a broad
range of foundation air brakes, as well as automatic slack adjusters for brake systems. Our foundation air brake
products include cam drum brakes, which offer improved lining life and tractor/trailer interchangeability; air disc
brakes, which provide fade resistant braking for demanding applications; wedge drum brakes, which are
lightweight and provide automatic internal wear adjustment; hydraulic brakes; and wheel-end components such as
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hubs, drums and rotors.

Our brakes and brake system components are used in medium- and heavy-duty military tactical wheeled
vehicles, principally in North America. We also supply brakes for use in buses, coaches and recreational vehicles,
fire trucks and other specialty vehicles in North America and Europe, and we are the leading supplier of bus and
coach brakes in North America, and also supply brakes for buses and coaches in Asia-Pacific.

U.S. Federal regulations require that new medium- and heavy-duty vehicles sold in the United States be
equipped with ABS. We believe that our 50%-owned joint venture with WABCO is a leading supplier of ABS and a
supplier of other electronic and pneumatic control systems (such as stability control and collision avoidance
systems) for North American heavy-duty commercial vehicles. The joint venture also supplies hydraulic ABS to the
North American medium-duty truck market and produces stability control and collision mitigation systems for
tractors and trailers, which are designed to help maintain vehicle stability and aid in reducing tractor-trailer
rollovers and other incidents.

Other Products

We sell the following products through our aftermarket distribution channels: brake shoes and friction
materials; automatic slack adjusters; drive axles, gears and trailer axles; clutches; driveline components; U-joints,
yokes and shafts; wheel-end hubs and drums; hydraulic brakes and components; ABS and stability control systems;
suspension parts, shock absorbers and air springs; and air brakes, air systems, air dryers and compressors.

Light Vehicle Systems

Roofs and Door Systems

Our Body Systems business supplies sunroofs and roof systems� products, including panoramic roof modules,
tilt and slide sunroof modules and complete roof systems, for use in passenger cars, light trucks and sport utility
vehicles. Our roof systems� manufacturing facilities are located in Europe, China and North America. Body Systems
also supplies integrated door modules and systems, including manual and power window regulators and access
control systems and components such as modular and integrated door latches, actuators, trunk and hood latches
and fuel flap locking devices. Our power and manual door system products utilize numerous technologies,
including our own electric motors with electronic function capabilities such as anti-squeeze technologies. We
manufacture door system components at plants primarily in Europe, China and North America.

Other products

We assemble upper and complete corner modules as well as front and rear cross vehicle suspension modules in
the United States. We also make shock absorbers for aftermarket sales in Europe and make and distribute gas
springs for sale to automotive customers and industrial applications.

Through our 57% owned joint venture, MSSC, which we sold on October 30, 2009, we supplied products used in
suspension systems for passenger cars, light trucks and sport utility vehicles in North America. Our suspension
system products, which were manufactured at facilities in the United States and Canada, included coil springs,
stabilizer bars and torsion bars.

7

Customers; Sales and Marketing

ArvinMeritor has numerous customers worldwide and has developed long-standing business relationships with
many of these customers. Our ten largest customers accounted for approximately 59% of our total sales from
continuing operations in fiscal year 2009. Sales to AB Volvo and Navistar International Corporation represented
approximately 15 percent and 10 percent of our sales in fiscal year 2009. No other customer accounted for 10% or
more of our total sales in fiscal year 2009.
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Core Business � OEMs

In North America, we design, engineer, market and sell products principally to OEMs, dealers and distributors.
While our North American sales are typically direct to the OEMs, our ultimate commercial truck customers include
trucking and transportation fleets. Fleet customers may specify our components and integrated systems for
installation in the vehicles they purchase from OEMs. We employ what we refer to as a �push-pull� marketing
strategy. We �push� for being the standard product at the OEM. At the same time, our district field managers then
call on fleets and OEM dealers to �pull-through� our components on specific truck purchases. For all other markets,
we specifically design, engineer, market and sell products principally to OEMs for their market specific needs or
product specifications.

For certain large OEM customers, our supply arrangements are generally negotiated on a long-term contract
basis for a multi-year period that may require us to provide annual cost reductions (through price reductions or
other cost benefits for the OEMs). If we are unable to generate sufficient cost savings in the future to offset such
price reductions, our gross margins will be adversely affected. Sales to other OEMs are typically made through
open order releases or purchase orders at market based prices which do not require the purchase of a minimum
number of products. The customer typically has the right to cancel or delay these orders on reasonable notice. We
generally compete for new business from OEMs, both at the beginning of the development of new vehicles and
upon the redesign of existing vehicles.

We have established leading positions in many of the markets we serve as a global supplier of a broad range of
drivetrain systems, modules and components. Based on available industry data and internal company estimates,
our market leading positions include independent truck drive axles in North America, Europe, South America and
India, truck drivelines in North America, truck air brakes in North America and Europe and military wheeled vehicle
drivetrain, suspension and brakes in North America.

Our global customer portfolio includes companies such as AB Volvo, Navistar International Corp., Daimler AG,
BAE Systems, Iveco and PACCAR, Inc.

Core Business � Aftermarket

We market and sell truck, trailer, off-highway and other products principally to, and service such products
principally for, OEMs, their parts marketing operations, their dealers and other independent distributors and
service garages within the aftermarket industry. Our product sales are generated through long-term agreements
with certain of our OEM customers, distribution agreements and through sales to independent dealers and
distributors. Sales to other OEMs are typically made through open order releases or purchase orders at market
based prices which do not require the purchase of a minimum number of products. The customer typically has the
right to cancel or delay these orders on reasonable notice.

Our product offerings allow us to service all stages of our customers� vehicle ownership lifecycle. In North
America, we stock and distribute hundreds of parts from top national brands to our customers or what we refer to
as our �all makes� strategy. Also, as part of our growth strategy, we employ what believe to be world class
remanufacturing processes that allow us to offer highly engineered genuine remanufactured components to our
customers in North America and Europe. Our district field managers call on our OEM and independent customers to
market our full product line capabilities on a regular basis to seek to ensure that we satisfy our customers� needs.
Our aftermarket business sells products under the following brand names: Meritor; Meritor Wabco; Euclid;
Trucktechnic; and Mascot Truck Parts.

Based on available industry data and internal company estimates, our North America aftermarket business has
the market leadership position for the products in which we participate.

Light Vehicle Systems

We sell products principally to OEMs. New platform development awards generally begin two to four years prior
to start-up of production. We market our products and new technologies directly to the OEMs. Consistent with
industry practice, we make most of our sales to OEMs through open order releases or purchase orders, which do
not require the purchase of a minimum number of products and typically may be cancelled by the customer on
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reasonable notice without penalty. However, given the cost and complexity of the tooling required to produce
vehicle parts, once awarded, it is typically very difficult and costly for the OEM to switch suppliers. We also sell
products to certain customers under long-term arrangements that require us to provide annual cost reductions to
our customers (through price reductions or other cost benefits for the OEMs). If we are unable to generate
sufficient cost savings in the future to offset such price reductions, our gross margins will be adversely affected.

8

The majority of our light vehicle sales are generated through customers that are concentrated in Europe
although we still have a strong customer base that has operations around the globe. Our customers include
Volkswagen AG, Ford Motor Company, Renault-Nissan BV, Peugeot S.A., General Motors Corporation, Bayerische
Motoren Werke AG and Chrysler Group LLC.

Competition

We compete worldwide with a number of North American and international providers of components and
systems, some of which are owned by or associated with some of our customers. The principal competitive factors
are price, quality, service, product performance, design and engineering capabilities, new product innovation and
timely delivery. In addition, certain OEMs manufacture their own components that compete with the types of
products we supply.

Our major competitors for axles are Dana Holding Corp. and, in certain markets, OEMs that manufacture axles
for use in their own products. Emerging competitors for axles include Daimler Truck North America�s Axle Alliance
Company and Han de, Ankai. Our major competitors for brakes are Haldex, WABCO, Brembo, Bendix/Knorr Bremse
and, in certain markets, OEMs that manufacture brakes for use in their own products. Our major competitors for
industrial applications are ZF, MAN, AxleTech International, Marmon-Herrington, Dana Holding Corp., Knorr, Kessler
& Co., Carraro, NAF, Sisu and, in certain markets, OEMs that manufacture industrial products for use in their own
vehicles. Our major competitors for trailer applications are Hendrickson, BPW and SAF-Holland. Our major
competitors for light vehicle roof systems are Webasto, Inalfa and Aisin and for light vehicle door and access
control systems are Brose, Intier, Kiekert AG, Mitsui, Valeo, Aisin and Grupo Antolin.

See Item 1A. Risk Factors for information on certain risks associated with our competitive environment.

Raw Materials and Suppliers

We concentrate our purchases of certain raw materials and parts over a limited number of suppliers, some of
which are located in developing countries and some of which have been adversely affected by weakening
economic conditions. We are dependent upon our suppliers� ability to meet performance and quality specifications
and delivery schedules. The inability of a supplier to meet these requirements, the loss of a significant supplier, or
any labor issues or work stoppages at a significant supplier, could have an adverse effect on our ability to meet our
customer�s delivery requirements.

Although the cost of our core products is susceptible to changes in overall steel commodity prices, including
ingredients used for various grades of steel, we generally structure our major steel supplier and customer
contracts to absorb and pass on normal market fluctuations in steel prices with minimal impact on our operating
results. In 2008, there was a sudden and extraordinary surge in the price of steel, energy and other commodities.
In response, we pursued incremental recovery of, in some cases, monthly increases in such costs through
surcharges or other pricing arrangements with our entire affected customer base in order to mitigate the impact on
our operating margins. The price of steel has stabilized during fiscal year 2009. However, significant future
volatility in the commodity markets � including a global shortage of scrap steel, a rapid escalation in the price of
critical raw materials such as iron ore, coking coal and metal alloys, and higher fuel and energy costs � may require
us to continue this practice of monthly increases through surcharges or pricing arrangements until these costs
stabilize. In addition, if supplies are inadequate for our needs, or if prices remain at current levels or increase and
we are unable to either pass these prices to our customer base or otherwise mitigate the costs, our operating
results could be further adversely affected.

We continuously work to address these competitive challenges by reducing costs, improving productivity and,
as needed, restructuring operations. We have developed a supplier risk management process under which we
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conduct an initial supplier risk assessment for all major suppliers and an intensive assessment of high-risk
suppliers. On an ongoing basis, we monitor third party financial statements, conduct surveys through supplier
questionnaires and do site visits. We are proactive in managing our supplier relationships to avoid supply
disruptions and evaluate potential options, including dual sourcing and exit strategy. Our process employs
well-defined trigger points that cause us to take aggressive actions and then monitor the progress closely.

Divestitures and Restructuring

As described above, our business strategies are focused on enhancing our market position by continuously
evaluating the competitive differentiation of our product portfolio, focusing on our strengths and core
competencies, and growing the businesses that offer the most attractive returns. Implementing these strategies
involves various types of strategic initiatives.

9

Divestitures.

As part of our strategy to refocus our business and dedicate our resources to our core capabilities, we regularly
review the prospects of our existing businesses to determine whether any of them should be modified,
restructured, sold or otherwise discontinued. In an effort to execute our long-term strategy to transform our
company away from the light vehicle business to focus on the commercial vehicle and industrial business, we
completed the following initiatives since the beginning of fiscal year 2007 (see Note 3 of the Notes to Consolidated
Financial Statements under Item 8. Financial Statements and Supplementary Data below):

In fiscal years 2006 and 2007, we completed the sale of a significant part of our Light Vehicle Aftermarket
(LVA) businesses.

• 

In fiscal year 2007, we sold our Emissions Technologies (ET) business to EMCON Technologies Holdings
Limited, a private equity affiliate of JPMorgan Securities, Inc.

• 

In fiscal year 2007, we sold our European light vehicle aftermarket exhaust and filters operations to Klarius
Group Limited. This transaction completed the sale of our LVA businesses (except for the North American
aftermarket ride control business, which as described below we sold in fiscal year 2009).

• 

In fiscal year 2009, we completed the sale of our 51 percent interest in Gabriel de Venezuela to our joint
venture partner.

• 

In fiscal year 2009, we completed the sale of our Gabriel Ride Control Products North America business.• 

In fiscal year 2009, we entered into a binding letter of intent to sell our 57 percent interest in MSSC to the
joint venture partner, a subsidiary of Mitsubishi Steel Mfg. Co., LTD. The sale was completed on October 30,
2010.

• 

In fiscal year 2009, we completed the sale of our Wheels business to Iochpe-Maxion S.A., a Brazilian
producer of wheels and frames for commercial vehicles, railway freight cars and castings.

• 

Restructuring.

Performance Plus: The company implemented Performance Plus, a long-term profit improvement and cost
reduction initiative, in fiscal year 2007. As part of this program, we identified significant restructuring actions
intended to improve our global footprint and cost competitiveness by eliminating up to 2,800 positions in North
America and Europe and consolidating and combining certain global facilities, with costs to be incurred over
several years. In our continuing operations, we recorded restructuring costs of $36 million, $9 million and $62
million in fiscal years 2009, 2008 and 2007, respectively, related to these actions. These costs include $76 million
primarily for estimated employee severance benefits, $14 million of asset impairment charges associated with
certain facility closures and $17 million of other shutdown costs.
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As part of Performance Plus, in fiscal year 2009, we closed our Commercial Truck manufacturing facility in
Tilbury, Ontario, Canada (Tilbury). We recognized restructuring costs of approximately $30 million in fiscal year
2009 associated with this closure for estimated employee severance benefits, including pension termination
benefits under the terms of the Tilbury retirement plans and certain asset impairment charges. We expect a
significant portion of the cash payments associated with this closure to be incurred in fiscal years 2010 through
2012. In fiscal year 2009, the company also announced the closure of its Commercial Truck facility in Carrollton,
Kentucky (Carrollton) and recognized approximately $2 million of restructuring costs. We expect to close this
facility in the first quarter of fiscal year 2010.

 In addition, we announced in fiscal year 2009 the closure of our coil spring operations in Milton, Ontario,
Canada (Milton), which is part of MSSC. Costs associated with this closure were $16 million, primarily for employee
severance and pension termination benefits, and are included in loss from discontinued operations in the
consolidated statement of operations. We completed the sale of our interest in MSSC in the first quarter of fiscal
year 2010. Accordingly, these restructuring liabilities were assumed by the purchaser.

Fiscal Year 2009 Actions: In addition to Performance Plus, in fiscal 2009, we began implementing a number of
immediate restructuring and cost reduction actions in response to a significant decline in global market conditions.
These actions include:

Temporary or permanent workforce reductions of approximately 3,000 employees, including full-time,
contract and temporary workers;

• 

Plant level furlough programs, including government supported programs;• 

Extended shutdowns at all plants;• 

Temporary pay reductions for salaried employees in North America and, on a voluntary basis, from around
the world, which was achieved through base salary adjustments and/or curtailed production schedules;

• 

10

Temporary suspension of the matching contribution for the U.S. 401(k) plan;• 

Temporary suspension of fiscal year 2009 merit increases for all global employees; and• 

Temporary reduction of Board of Directors annual compensation by 10 percent.• 

The majority of these actions have been completed. We have recognized in our continuing operations
approximately $44 million of restructuring costs in connection with these actions for severance and related
benefits, of which $36 million was paid in fiscal year 2009.

In fiscal year 2009, our Core Business achieved an estimated $195 million in savings related to these significant
actions. We estimate approximately $48 million of these savings are related to temporary cost reduction measures
associated with the suspension of annual variable incentive compensation, 401(k) employer matching
contributions and salary reductions. In addition, approximately $50 million of these savings are related to variable
labor which would be expected to increase as market volumes recover.

In addition, we continue to focus on improving cash flow by maintaining tight controls on global inventory,
pursuing working capital improvements, reducing capital spending and significantly reducing discretionary
spending.

See Note 5 of the Notes to Consolidated Financial Statements under Item 8. Financial Statements and
Supplementary Data below for further information on our restructuring actions.
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See Item 1A. Risk Factors for information on certain risks associated with strategic initiatives.

Joint Ventures

 As the industries in which we operate have become more globalized, joint ventures and other cooperative
arrangements have become an important element of our business strategies. These strategic alliances provide for
sales, product design, development and manufacturing in certain product and geographic areas. As of September
30, 2009, our Core Business participated in the following non-consolidated joint ventures:

Key Products Country
Meritor WABCO Vehicle Control Systems Antilock braking and air systems U.S.
Master Sistemas Automotivos Limitada Braking systems Brazil
Suspensys Sistemas Automotivos Ltda. Suspensions, axles, hubs and drums Brazil
Sistemas Automotrices de Mexico S.A. de C.V. Axles, drivelines and brakes Mexico
Ege Fren Sanayii ve Ticaret A.S. Braking systems Turkey
Automotive Axles Limited Rear drive axle assemblies India

Our LVS segment participates in three non-consolidated joint ventures. Aggregate sales of our non-consolidated
joint ventures were $929 million, $1,484 million and $1,182 million in fiscal years 2009, 2008 and 2007,
respectively.

In accordance with accounting principles generally accepted in the United States, our consolidated financial
statements include the operating results of those joint ventures in which we have control. For additional
information of our unconsolidated joint ventures and percentage ownership thereof see Note 13 of the Notes to
Consolidated Financial Statements under Item 8. Financial Statements and Supplementary Data below.

Research and Development

We have significant research, development, engineering and product design capabilities. We spent $103 million
in fiscal year 2009, $122 million in fiscal year 2008 and $116 million in fiscal year 2007 on company-sponsored
research, development and engineering. We employ professional engineers and scientists globally, and have
additional engineering capabilities through contract arrangements in low-cost countries. We also have advanced
technical centers in North America, Europe and Asia-Pacific (primarily in India and China). We recently opened a
new technical center in Bangalore, India.

Patents and Trademarks

We own or license many United States and foreign patents and patent applications in our engineering and
manufacturing operations and other activities. While in the aggregate these patents and licenses are considered
important to the operation of our businesses, management does not consider them of such importance that the
loss or termination of any one of them would materially affect a business segment or ArvinMeritor as a whole.

11

Our registered trademarks ArvinMeritor® and Meritor® are important to our business. Other significant
trademarks owned by us include EuclidTM, Mascot and TRUCKTECHNIC for aftermarket products.

Substantially all of our intellectual property is subject to a first priority perfected security interest securing our
obligations to the lenders under our credit facility. See Note 16 of the Notes to Consolidated Financial Statements
under Item 8. Financial Statements and Supplementary Data below.

Employees

At September 30, 2009, we had approximately 13,200 full-time employees. At that date, 686 employees in the
United States and Canada were covered by collective bargaining agreements and most of our facilities outside of
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the United States and Canada were unionized. We believe our relationship with unionized employees is
satisfactory.

Our collective bargaining agreement with the Canadian Auto Workers (�CAW�) at our CVS brakes facility in
Ontario, Canada, expired on June 3, 2006. On June 4, 2006, we announced that, after lengthy negotiations, a new
tentative agreement with the CAW had not yet been reached and, as a result, we had suspended operations at the
facility. On June 12, 2006, we reached a tentative agreement with the CAW, which was subsequently ratified on
June 14, 2006, and resumed operations. As a result of this work stoppage, we experienced temporary
manufacturing inefficiencies and incurred certain costs in order to return to normal production. Other than the
foregoing, no significant work stoppages have occurred in the past five years.

Environmental Matters

Federal, state and local requirements relating to the discharge of substances into the environment, the disposal
of hazardous wastes and other activities affecting the environment have, and will continue to have, an impact on
our operations. We record liabilities for environmental issues in the accounting period in which they are considered
to be probable and the cost can be reasonably estimated. At environmental sites in which more than one
potentially responsible party has been identified, we record a liability for our allocable share of costs related to our
involvement with the site, as well as an allocable share of costs related to insolvent parties or unidentified shares.
At environmental sites in which we are the only potentially responsible party, we record a liability for the total
estimated costs of remediation before consideration of recovery from insurers or other third parties.

We have been designated as a potentially responsible party at eight Superfund sites, excluding sites as to which
our records disclose no involvement or as to which our liability has been finally determined. In addition to
Superfund sites, various other lawsuits, claims and proceedings have been asserted against us, alleging violations
of federal, state and local environmental protection requirements or seeking remediation of alleged environmental
impairments, principally at previously disposed-of properties. We have established reserves for these liabilities
when they are considered to be probable and reasonably estimable. See Note 23 of the Notes to Consolidated
Financial Statements under Item 8. Financial Statements and Supplementary Data below for information as to our
estimates of the total reasonably possible costs we could incur and the amounts recorded as a liability as of
September 30, 2009, and as to changes in environmental accruals during fiscal year 2009.

The process of estimating environmental liabilities is complex and dependent on physical and scientific data at
the site, uncertainties as to remedies and technologies to be used, and the outcome of discussions with regulatory
agencies. The actual amount of costs or damages for which we may be held responsible could materially exceed
our current estimates because of uncertainties, including the financial condition of other potentially responsible
parties, the success of the remediation and other factors that make it difficult to predict actual costs accurately.
However, based on management's assessment, after consulting with Vernon G. Baker, II, Esq., ArvinMeritor's
General Counsel, and with outside advisors who specialize in environmental matters, and subject to the difficulties
inherent in estimating these future costs, we believe that our expenditures for environmental capital investment
and remediation necessary to comply with present regulations governing environmental protection and other
expenditures for the resolution of environmental claims will not have a material adverse effect on our business,
financial condition or results of operations. In addition, in future periods, new laws and regulations, changes in
remediation plans, advances in technology and additional information about the ultimate clean-up remedy could
significantly change our estimates. Management cannot assess the possible effect of compliance with future
requirements.

International Operations

We believe our international operations provide us with geographical diversity and help us to weather the
cyclical nature of our business. Approximately 62 percent of our total assets as of September 30, 2009 and 61
percent of fiscal year 2009 sales from continuing operations were outside the U.S.. See Note 24 of the Notes to
Consolidated Financial Statements under Item 8. Financial Statements and Supplementary Data below for financial
information by geographic area for the three fiscal years ended September 30, 2009.
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Our international operations are subject to a number of risks inherent in operating abroad (see Item 1A. Risk
Factors below). There can be no assurance that these risks will not have a material adverse impact on our ability to
increase or maintain our foreign sales or on our financial condition or results of operations.

Our operations are also exposed to global market risks, including foreign currency exchange rate risk related to
our transactions denominated in currencies other than the U.S. dollar. We have implemented a foreign currency
cash flow hedging program to help reduce the company�s exposure to changes in exchange rates. We use foreign
currency forward contracts to manage the company�s exposures arising from foreign currency exchange risk.
Gains and losses on the underlying foreign currency exposures are partially offset with gains and losses on the
foreign currency forward contracts. The contracts generally mature within twelve months. It is our policy not to
enter into derivative financial instruments for speculative purposes and, therefore, we hold no derivative
instruments for trading purposes. See Item 7A. Quantitative and Qualitative Disclosures About Market Risk and
Note 17 of the Notes to Consolidated Financial Statements under Item 8. Financial Statements and Supplementary
Data below.

Seasonality; Cyclicality

We may experience seasonal variations in the demand for our products, to the extent OEM vehicle production
fluctuates. Historically, for all of our operations (except our aftermarket business), demand has been somewhat
lower in the quarters ended September 30 and December 31, when OEM plants may close during model
changeovers and vacation and holiday periods.

In addition, the industries in which we operate have been characterized historically by periodic fluctuations in
overall demand for trucks, trailers, passenger cars and other specialty vehicles for which we supply products,
resulting in corresponding fluctuations in demand for our products. Production and sales of the vehicles for which
we supply products generally depend on economic conditions and a variety of other factors that are outside of our
control, including freight tonnage, customer spending and preferences, labor relations and regulatory
requirements. See Item 1A. Risk Factors below. Cycles in the major vehicle industry markets of N
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