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SALES BY BUSINESS

Valeo is present in four key automotive businesses and is a major play-
er in the aftermarket. Electrical and electronics activities show strong
growth potential in both the OEM and aftermarket segments.
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CAPITAL EXPENDITURE

(in million euro and as a % of sales)

Capital expenditure continued at a sustained level. It amounted to
745 million euro, or 7.3% of sales.

138% 101%:, 29%

1999 2000 2001

RESEARCH & DEVELOPMENT

(in million euro and as a % of sales)

Research and Development efforts were strengthened, while spend-
ing was limited to 6% of sales. Significant progress was made in terms
of R&D productivity.
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NET INDEBTEDNESS

{in mitlion euro and as a % of equity)

Net indebtedness was 648 million euro at year-end 2001. it was up
due to exceptional items, including a capital gains tax from an asset dis-
posal in 1999. Gearing is 29%.

1993 2000 2001

CASH FLOW™

(in mitlion eurc and as a % of sales)

Cash flow fell to 296 million euro, reflecting the weaker operating
results and the exceptional restructuring plans.

* Net income + depreciation
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SHAREHOLDERS’ EQUITY AT 31 DECEMBER (in million euro)
After deduction of the net loss for the year, shareholders’ equity stood
at 2,262 million euro, a decrease of 23%.
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1999 2000 2001

SALES BY REGION (in million euro and as a % of sales)

Valeo's consolidated sales increased by 12.2%, mainly as a result of
acquisitions in the last quarter of 2000. The impact of exchange rate
fluctuations was negligible.

Valeo generated 67% of its sales in Europe (a larger share, owing to
Sylea), 24% in North America (a smaller share, owing to declining auto-
mobile production), 6% in Asia and Africa, and 3% in South America.
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GROSS MARGIN (in million euro and as a % of sales)

Gross margin fell to a low of 15.0% of sales in the first quarter of
2001, down by 4.4 percentage points versus the same period the pre-
vious year. The implementation of a short-term turnaround program
reversed this trend as of the second quarter.

1999 2000 2001

SALES BY MARKET (in million euro)

Original equipment supplied to vehicle manufacturers accounted for
81% of sales.

The share of the aftermarket, which includes original equipment spares
and replacement parts supplied through dealer networks and inde-
pendent distributors, remained stable at 19% of sales.
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OPERATING INCOME

{(in million euro and as a % of sales)

After reaching its low point in the first quarter, operating income recov-
ered, rising to 4,.6% of sales in the fourth quarter. This upturn reflected
an improvement in the gross margin, more efficient use of R&D spend-
ing and better control of administrative and selling expenses.
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NET INCOME (in million euro and as a % of sales)
The net loss reflected, among other things, exceptional restructuring
plans with allocated provisions amounting to 447 million euro and
amortization of goodwill amounting to 217 million euro.

U

(7.12)

NET EARNINGS PER SHARE (in millicn euro)
The net loss per share was 7.12 euro.




SALES: €10,234 MILLION

GROWTH IN SALES: +12.2%

OPERATING INCOME: €388 MILLION

R&D EXPENDITURE: €619 MILLION
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Valeo is an independent industrial Group fully focused on the design, production
and sale of components, integrated systéms and modules for cars and trucks, in both
the OEM and aftermarket segments. Valeo ranks among the world’s top 10 automotive
suppliers®. The Group employs 70,000 people, representing 45 different nation-
alities, at 143 production plants, 53 R&D centers and 10 distribution centers in

25 countries worldwide.

*Source: Automotive News — May 2001
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Valeo is gradually recovering from the crisis that has been affecting it since July 2000. Internal problems, compounded by
the slowdown in the American, then European automotive markets, put an end to fourteen years of profitable growth. While
the new wiring and connective systems activities were being integrated, the Motors & Actuators Branch in North America,

including the Rochester plant, and the Lighting Systems Branch in Europe slipped into the red.

The Board of Directors reacted by appointing Thierry Morin as the new Chairman in March 2001. And in May,
to reinforce corporate governance, the Annual General Meeting approved the creation of a Supervisory Board, chaired
by me, and a Management Board, chaired by Thierry Morin. Since then, the Supervisory Board has carried out its
oversight responsibilities by meeting with the Management Board at least once a quarter and by holding a meeting of

its Strategic Committee once a month. In addition, the compensation and audit committees have been very active.

In light of the situation, Valeo’s external growth strategy was suspended to refocus the company on its core businesses —
international activities with a high technological potential. In addition, the Group concentrated on the short-term turnaround

of its results.

To achieve this turnaround, it was essential to reorganize the senior management teams, which had been weakened,

and to reinforce management supervision, especially for recently integrated activities.




At the same time, dynamic action plans were launched to control production costs, overheads and capital employed by initially
concentrating on loss-making operations in Europe and the USA. The worldwide supplier base is also being rationalized,

while the distribution activities are being regrouped in order to boost our commercial presence in the aftermarket.

These measures, combined with the exceptional provisions booked in the 2001 accounts, should gradually make
Valeo one of the most profitable companies in the automotive industry once again. The objective is to achieve the 6-7%

operating profits of previous years while maintaining a healthy balance sheet.

As part of its new “refocusing” strategy, the Group is now concentrating on sectors in which it has acquired a strong
international position in terms of marketing and technology, such as in electrical and electronic systems, engine cooling
and climate control. To that end, the Group is actively managing its portfolio of non-strategic activities and a number of

disposals have already been made.

Today, after years of vigorous internal and external growth, the Group is positioned as a top-class technological partner
for automakers worldwide. Valeo offers its partners innovation and cost competitiveness in its areas of expertise.
The new site at Bietigheim in Germany, which specializes in detection and wiper systems, reinforces the Group’s network of
state-of-the art technical centers which stretches across Europe, the USA, Japan and Korea. Thanks to its strategy

of innovation, Valeo is able to profitably develop and sell increasingly innovative systems to vehicle manufacturers.

The Group's technical, professional and intellectual capacities have been further enhanced by intensive use of the Internet

for communication and in-house training, as well as for reinforcing relations with customers and suppliers.

Valeo is continuing to take full advantage of its international positions. New plants are opening in Eastern Europe.
In Japan, the Group, through its alliances, achieved 1.5 billion euro in sales. This progress is all the more significant since

Japan is the world’s most demanding market in terms of innovation, quality and service.

The Supervisory Board is lending its full support to the Management Board to implement the policy of improving results
and refocusing on core businesses. The soundness of this approach will be confirmed by a return to a strong level of cash

flow and return on capital employed.

There is still a lot of work to be done. However, as a sign of its confidence in the future, the Supervisory Board has approved

the Management Board's proposal to the Annual General Meeting of Shareholders to pay a dividend of 0.70euro per share.

The Board would like to thank Thierry Morin, the entire Management Board as well as Valeo's employees and management

team for the proactiveness and energy they have shown in these particularly trying circumstances.

/Vp;‘/ W

Noé&l Goutard — Chairman of the Supervisory Board Paris, April 2nd 2002




“Y would like to thank you,
our shareholders, custfomers
and suppliers for the confidence

you have shown in Valeo during

this difficult year. With your support,

we are building Valeo’s future.”

Since my appointment as Chairman and Chief Executive Officer on March 21st, then as Chairman of the Management Board
on May 9th 2001, the new management team has focused on turning around the Group by continuously improving margins
and quality. Following the substantial losses recorded in the first quarter of 2001, Valeo immediately drew up a plan adapted

to the new realities of a shrinking market, strong pressure on prices and accelerated technological change.

This recovery plan was implemented from April 2001. Teams were strengthened through internal promotions and outside recruit-

ment. The 80 vacant senior management paositions were filled and 1,800 new engineers joined the Group.

Valeo resolutely pursued the rationalization of its industrial base. Twelve sites were closed in Europe and in America. The rede-
ployment of operations to areas with lower production costs led to the opening of two new facilities in the Czech Republic
and in Poland. At the same time, Valeo refocused on its core businesses, disposing of 17 production sites that were part of

non-strategic activities. At end 2001, Valeo had 143 production sites versus 170 a year ear!ier.

Extensive measures were taken to boost the still incomplete integration of recent acquisitions. The activities of Sylea were
incorporated into the Valeo organization within the Electronics & Connective Systems and Switches & Detection Systems
Branches. These activities have improved their performance by implementing Valeo systems and methods. in North America,
Valeo Electrical Systems, Inc. filed for voluntary reorganization under Chapter 11 of the U.S. Bankruptcy Code, in order to

tacilitate its return to a balanced economic situation as soon as possible.




Key priorities in 2001 included rationalizing the supplier base and integrating suppliers as fully as possible. As a result, the
number of suppliers was reduced by 900 in nine months. In gaining higher volumes of business, efficient suppliers boost
productivity, thus benefiting the entire supply chain. An office was also opened in Shanghai to select the best suppliers in
Southeast Asia. The purchasing department achieved excellent results in 2001, thanks in part to the development of on-line

catalogs and reverse auctions on the Internet.

In zll areas of activity, Valeo has increased productivity and efficiency through the use of new information technologies. The
Group incorporated new applications into its intranet, including distance learning and knowledge management tools, which

are accessible to all Valeo employees worldwide.

All of these actions carried out by motivated teams, together with rigorous management, produced quick results. As | had
promised, operating results recovered throughout the year. Over the last three quarters, gross margin increased by 2 percentage
points and operating income by 2.6 points. The net loss of 591 million euro for the year includes all provisions needed for

the restructuring in progress in Europe and America.

Research and development efforts were intensified, which will enable Valeo to accelerate its growth in the area of advanced
technology. With more than 500 innovations patented in 2001, Valeo stands out as one of France's leading patent filers. The
company has 53 R&D centers across Europe, the USA and Asia, where its 5,600 engineers and technicians are designing
the products of the future with increasingly short lead-times. Valeo's development capacity has been reinforced through the
creation of partnerships with high-tech firms, enabling the transfer of know-how acquired in other sectors to the automo-

tive industry.

The transversal “Domains” approach (Driveline Systems, Seeing and Being Seen, Electrical Energy Management, Access and
Security, Thermal Systems) was implemented to enhance technological synergies between the different Branches of the
Group. This approach underpins Valeo’s growing role in the design of increasingly complex and innovative systems, and will

enable the Group to increase its presence on new vehicles.

In 2001, Valeo received numerous awards from automakers recognizing its commitment to total quality. The Group now

sets its quality objectives based on the standards of its Japanese customers, the most demanding in the automotive industry.

I would like to thank you, our shareholders, customers and suppliers for the confidence you have shown in Valeo during this
difficult year. Our four strategic directions — total quality, innovative technology, global presence and competitive costs — will
allow Valeo to achieve its objective of profitable growth. Back on track and buttressed by a solid financial structure, the
Group will focus on broadening its product range and growing market share. With your support, we are building Valeo’s

future.

Thierry Morin — Chairman of the Management Board Paris, April 2nd 2002




Thierry Morin—-Chairman of the Management Board
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The Management Committee comprises the members of the Management Board
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Andreé Gold
Vice-President,
Climate Control Branch

= | Alain Marmugi

‘E /h Vice-President,
: | Engine Cooling Branch

Patrice Brion
Vice-President,
Security Systems Branch

*1 Michel Giannuzzi
Vice-President,
Electrical Systems Branch

and the Group’s Functional and Operational Vice-Presidents.

THE MANAGEMENT COMMITTEE
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Jean-lacques Giambi
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Motors & Actuators
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. Robert de la Serve

Vice-President,
Lighting Systems Branch

™ Claude Leichlé

Vice-President,
Electronics & Connective
Systems Branch

Philippe Huyghe
Vice-President,
Distribution Branch

Jacques Mauge
Deputy Vice-President
Distribution Branch
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Stock market data 2001 ! L 2000 1999 1998 1991
Market capitalization g
(in billion euro) 3.72 } ‘ 4.01 6.34 5.83 4.39
Number of shares 83,@56,603; 82,023,403 82,808,128 82,475,628 70,520,626
Highest share price (in euro) 59.90 82.60 8940  103.66  66.16
Lowest share price (in euro) 30.02 ‘ 43.90 59.90 55.72 47.41 i
Average share price (in euro) 47.17 ! 56.35 74.83 171.32 57.17
Share price at end of period (in euro) 44.80 | 4186 76.60 6114  62.23
\

E‘f
Data per share (in euro) 2001 ‘} i 2000 1999 1998 1997
Net earnings i [
(on average number of shares) (1.12)} 4.44 6.81 3.45 3.22
Dividend* 0.70 ‘ 1.38 1.50 1.00 0.99
Dividend including tax credit** 1.05 3 2.03 2.25 1.50 1.49

=

* Dividend of 0.70 euro proposed to the 2002 Annual General Meeting.

** Tax credit equivalent to 45% of the dividend amount paid to legal entities in 1995, 40% in 2000 and 25% in 2001 (for the previous year).

The Annual General Meeting of May 9th 2001 approved
Valeo's transformation into a Sociéfé Anonyme a Directoire et
Conseil de Surveillance (Company with Management Board
and Supervisory Board). This dual structure separates
management duties, carried out by the Management Board,
from the oversight function of the Supervisory Board.

In 2001, the Valeo Board of Directors met twice prior to

May 9th, and the Supervisory Board subsequently met
five times. The Supervisory Board is supported by three
committees to assist with its work and decision-making:

o a Strategic Committee, responsible for examining the
medium and long-term strategic orientations and budgets
and also for analyzing proposed acquisitions that could impact

the Group's strategy;
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o

IVIONTHLY TRADING VOLUME
(number of shares)

o an Audit Committee, responsible for selecting and enforcing ~ Share price performance
the internal control procedures and accounting methods used  In highly unfavorable market conditions, Valeo's share
to prepare consolidated or corporate financial statements, price declined by 5.8% between December 29th 2000
and for ensuring that the major operations carried out at  and December 28th 2001. In comparison the CAC40 and
Group level receive the appropriate accounting treatment; SBF 120 indexes fell by 22% and 21% respectively.
o a Remuneration Committee, responsible for submitting pro-

posals for managerment compensation to the Supervisory Board.



% equity (% vating rights)

/
Free float L
63.12% (56.49%) “

Number of shares
Number of voting rights

83,056,603
99,338,862

caIP
\\ 2009% (27.88%)
|
— _+  coer
8.75% (8.91%)

Franklin
Resources Inc.
(USA)

8.04% (6.72%)

* Own account.

SHAREHOLDERS
(at December 31st 2001)

Valeo pursued its financial communication policy in 2001,
communicating with all shareholders (both actual and poten-
tial) as well as with investment analysts. The aim of the policy
is to provide clear, fully transparent information on a regular
basis. Valeo Is one of the few automotive companies in Europe
to publish a quarterly income statement.

Valeo endeavors to rapidly inform the financial community
about its results and about key events in the life of the Group.

Valeo presented its audited annual financial statements for

2001 on January 31st 2002, making it one of the most proac-

tive companies in the world in this area.

Individual shareholders

o Valeo has more than 80,000 individual shareholders, who
collectively own more than 8% of its capital.

o A number of tools are used to promote individual share
ownership and to maintain efficient lines of communication.

The toll-free phone line created in France in 1998 has proved




Valeo share information

system.

FTSE4Good indexes.

ADRs in the U.S.

shareholder’s discretion.

4 years.

Quoted on the Paris Bourse under the deferred settlement

A companent of the Euronext 100, SBF 120, FTSE All-Share and

| Quoted in London, Nasdag Europe and in the form of spensored

Shares may be held in either registered or bearer form, at the

Double voting rights for registered shares if held for more than ‘

Provisional 2002

Announcement

First quarter 2002 results
| First half 2002 results
Third quarter 2002 results

Annual results 2002

reporting schedule

Provisional date
mid-April 2002
end-July 2002
mid-October 2002 |
end-January 2003

Bruno-Roland Bernard,

Valeo
! 43, rue Bayen

www.valeo.com

Financial information

Investor Relations Director

75848 Paris Cedex 17, France
Tel.: +33(0)140552039
Fax: +33(0)140552040

Toli-free number: O 800 814 045 (France only)

highly successful. The financial information section of the
corporate website (www.valeo.com) has been upgraded to pro-
vide easier access. In particular, the site now allows individuals
to view presentations intended for institutional shareholders
and investment analysts.

o Since the end of 2000, Société Générale has acted as registrar
for the Group, offering a privileged channel for dialoguing
with individual shareholders. A reduced-cost information line
(0825 820 000) is available to registered shareholders in France.

Institutional shareholders

o In 2001, Valeo gradually intensified its communication
program for institutional shareholders in France, the rest of
Europe and the U.S.

o Valeo satisfies this community's growing demand for trans-

parency by publishing quarterly income statements.




First Quarter

January Opening of a plant in San Luis Potosi,
Mexico (Electrical Systems Branch).

Mareh Appointment of Thierry Morin as
Chairman of Valeo.

—DMarch Opening of the Shanghai purchasing office,
in charge of selecting the best Asian suppliers.

March Strategic alliances with SKF, Tenneco Automotive
and TRW to improve logistical services to European
customers in the spare parts market.

Second Quarter

May Valeo's corporate structure modified to
a management board and a supervisory board. Launch

of the program to dispose of non-strategic businesses.

> May Opening of a piant in Zebrak, Czech Republic
(Climate Control Branch).

June Valeo awarded an innovation prize (Grand Prix du
Predit) for its anti-pollution/anti-odor in-cabin air system.

June Valeo and lteris sign an agreement to develop and
market integrated automotive vision systems.

June The SIA/Epcos prize for innovation in electronics
awarded to Valeo and Renault for the hands-free keyless
entry system.




Fourth Quarter

October Valeo awarded two prizes at the Grands Prix
. Internationaux at Equip Auto 2001 for its Silencio™
Third Quarter quip orits wrienct

wiper blade and its Reglolux™ headlamp diagnostic

July Eurobond issue (500 million euro of 5-year bonds). system.

September Technological innovation strategy based on —D October Launch of the program enabling

five transversal Domains presented at the IAA auto show the Group’s customers to test 25 technological
in Frankfurt. innovations on special demonstration vehicles.
September Record order for the Valeo Ultrasonic Park November Sale of Filtrauto (11 sites).

Assist system. December Valeo Electrical Systems Inc. filed

September Opening of a plant in Skawina, for voluntary reorganization under Chapter 11 of
Poland (Engine Cooling Branch). the U.S. Bankruptcy Code, in order to facilitate its

—{> September Valeo and Ricardo sign an agreement to return to a balanced economic situation.

develop a 42-volt diesel hybrid vehicle with up to 30% December Allevard the 50th supplier
lower fuel consumption. to join the strategic suppliers program.
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At December 31st 2001, Valeo had 143 production sites, 53 R&D centers and 10 distribution centers,
employing 70,000 people of 45 different nationalities.




[ EUROPE
87 PRODUCTION SITES
38 R&D CENTERS
8 DISTRIBUTION CENTERS
46,300 EMPLOYEES
| BELGIUM, CZECH REPUBLIC, FRANCE,
| GERMANY, HUNGARY, ITALY, NETHERLANDS,
| POLAND, PORTUGAL, SLOVENIA, SPAIN,

SWEDEN, TURKEY, UNITED KINGDOM
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ASIA
AFRICA | 14 PRODUCTION SITES ‘
9 PRODUCTION SITES / | 4 R&D CENTERS |
7,200 EMPLOYEES | 3,400 EMPLOYEES
i MOROCCO, TUNISIA, SOUTH AFRICA “ JAPAN, CHINA, SOUTH KOREA, INDIA f
| j L Y

The Group supplies all of the world’s vehicle manufacturers and is present on ali of the major auto-producing continents,




VALEO’S RESPONSE
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SALES BY GEOGRAPHICAL AREA
(in million euro and % sales)

> South America

¢ Asia and Africa
sNorth America

c—>Europe

The world automotive industry is characterized by high
customer expectations in terms of quality, technology and
cost competitiveness. The market registered a significant
slowdown in the first half of 2001, mainly in North America.
The trend was confirmed in the second half, especially after
the events of September 11. World vehicle output fell by 3%
over the year (10% in North America and 1% in Europe and
Asia). Valeo strengthened its position with an overail 12.2%
increase in sales. Sales progressed most in Europe, thanks to

internal growth and the acquisitions made in 2000. In the rest

GLOBAL LIGHT VEHICLE PRODUCGTION
(production in million of vehicles)

of the world, the Group continued to grow its market share,
enabling it to offset the downturn of the market. Valeo ranks
among the world’s top ten automotive suppliers. Present in
25countries, the Group offers a highly diversified range of
products and systems to all vehicle manufacturers.

in an increasingly competitive market, automakers demand
ever more competitive prices from their suppliers. In 2001,
Valeo was able to offer substantial technical productivity
gains. The worldwide coordination of all projects is handled

by global customer teams. This organizational structure is
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perfectly adapted to vehicle manufacturer needs, and Valeo
intends to further strengthen it in the future so as to better
anticipate customer needs.

In the coming years, automakers will also expect their
suppliers to take on more and more responsibility for
product design and supply chain management while
continuing to introduce new technologies. Thanks to its
innovations and its ability to integrate functions into
complex systems, Valeo will be able to effectively satisfy

its customers’ requirements.

In 2001, Valeo introduced a new way of promoting high tech-
nology through its “Ride & Drive” tech days. Customers are
invited to test and experience Valeo innovations on specially
equipped vehicles. By taking the vehicles onto the road, they
can judge the benefits of Valeo innovations for the end
customer. The earlier new concepts and technologies are
presented to automakers, the more an early integration into
new vehicles is facilitated. These “Ride & Drive” tech days
were well received by participants and more events of this

kind will be organized in 2002.




TECENOLOGICAL INNOVATION

END INDUSTRIAL EXCELLENCE

During the first quarter of 2001, Valeo faced serious opera-
tional difficulties related in part to the slowdown in the
automotive market.

Against this background, in April a revamped management
team developed and implemented a three-part strategy to
turn around the Group's results:

o A focus on five priority areas to achieve a rapid return to prof-
itability: the Rochester plant, Engine Cooling, Lighting
Systems, Distribution and the integration of Sylea;

o Intensified restructuring in order to adapt the industrial
footprint to market requirements;

o Refocusing on the Group's core businesses by selling non-
strategic activities: Filtraute, non-automotive wiring, Valeo
Transmissions Ltd and the Sainte Savine plastic injection
business.

These actions contributed to the gradual improvement in the
Group’s results during the following three quarters of 2001,
Valeo's profitable growth strategy is based on technological
innovation and industrial excellence at the service of its cus-

tomers. In 2001, research and development spending rose 8%

to 619 million euro, accounting for 6% of sales. This was
accompanied by a significant gain in R&D productivity. The
500 or so innovations patented during the year (initial fil-
ings), like the numerous awards won by new Valeo products,
reflect the commitment of all of the Group’s engineers.
Industrial excellence is supported by the continuous improve-
ment approach and the 5 Axes methods, which are key
contributors to Valeo's position as a leading automotive sup-
plier with unique technological know-how and a competitive
edge in terms of cost and quality.

Valeo has made sustainable development a central element
of its strategy. This commitment is demonstrated daily through
respect for laws and regulations as well as its own code of
ethics, published in 1998, through the Group's contributions
to the community’s well-being and through its proactive envi-

ronmental protection policy.




THE 5 AXES

R

CONSTANT
INNOVATION

VALEO PRODUCTION SYSTEM

INVOLVEMENT OF PERSONNEL

FOR CUSTOMER
SATISFACTION

SUPPLIER
INTEGRATION

INVOLVEMENT OF PERSONNEL

Involvement implies recognizing skills,
enhancing them through training,

giving people the means of carrying out their
responsibilities, encouraging them

to make suggestions for improvement

and to participate actively in the running

of autonomous teams.

VALEO PRODUCTION SYSTEM (VPS)

The VPS is designed to improve

the productivity and quality of our products
and systems. It is a “pull” system based on
flexibility of production resources,

the elimination of all non-productive
operations and stopping production

at the first non-quality incident,

CONSTANT INNOVATION

In order to design innovative,
easy-to-manufacture, high-quality,
cost-effective products while reducing
development times, Valeo has set up
an organization based on project teams
and the simultaneous engineering

of products and processes.

SUPPLIER INTEGRATION

By integrating suppliers we are able to
benefit from their capacity to innovate,
develop productivity plans with them and
improve quality. Valeo aims to set up

and sustain close, long-term relationships
with a limited number of world-class
suppliers.

TOTAL QUALITY

The aim of Total Quality is total customer
satisfaction. To meet customer expectations
on the quality of products and services,

it is implemented by all members of the
company together with all suppliers.
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A COMMITMENT TO

ENVIRONMENTAL PROTECTION

ENVIRONMENT, HEALTH & SAFETY REPORT

Valea’s environmental policy aims to control industrial risks
and develop products and processes that reduce pollution to
a minimum, thereby satisfying the expectations of vehicle
manufacturers and consumers. The success of this policy
depends on awareness raising and training for all employees.
It also requires that suppliers strictly comply with the Group’s
environmental policy.

The Environmental Management System (EMS), set up more
than ten years ago, integrated the 1SO 14001 standard in
1997. The system mobilizes the employees of all Group sites,
based on a single standard that is even stricter than regula-
tions require. Today, 50 Valeo sites worldwide have obtained

their ISO 14001 certification and the rest are in the process

of being certified.

Valeo's commitment to environmental protection is both
defensive and offensive. Defensive because it aims to mini-
mize industrial risks and eliminate the use of dangerous
materials in processes and products. It is offensive in that
it concentrates on designing new products and systems that
contribute to a better environment.

To further reduce the environmental impact of its sites, Valeo
has developed the “green factory” concept. This approach
takes the environment into account right from the site design
stage, including the choice of materials and energy and water
management processes, while ensuring the flexibility of pro-
duction. It enables production costs to be optimized through
a global approach to waste management and the use of

resources. It also atlows non-renewable resources to be




Diesel-Electric Mild Hybrid Vehicle

Ricardo Downsized
Engine

1.2 litre, 4cyl Diesel

42V Electric Machine
Valeo Supplied
Torque Boost

" Regenerative Braking
Stop / Start

Efficient Generation

42V Ancillaries:
Valeo Water Pump,
Fans, HVAC
(No Fan Belts
or alternator)

Diagram of the 42 V diesel hybrid vehicle
developed with Ricardo.

“Green factory” at Atsugi-Shi (Japan) -
Valeo Transmissions.

managed more efficiently while reducing harmful emissions.
New sites in Zebrak in the Czech Republic, Skawina in Poland
and San Luis Potosi in Mexico were all built according to
these principles.

In February 1998, as part of its product and process strategy,
the Group drew up guidelines for environmental protection and
recycling in the areas of product design and manufacturing.
These principles include eliminating risky substances, antic-
ipating the life cycle, using recycled materials, reducing
waste, and re-manufacturing and re-using. As part of the
drive to eliminate risky substances, the Group is continuing
to seek viable substitutes. New processes have been adopted
to help eliminate the use of chlorinated sclvents. For example,

the new range of G5 clutch facings use water-based solvent

processes. Valeo’s consumption of chlorinated solvents, which
has significantly decreased in recent years, was reduced by
a further 40% in 2001.

Valeo endeavors to design components and systems that
reduce environmental impact. In the domain of electrical
energy management, Valeo is leading the development of
mild hybrid vehicles that aim to improve engine efficiency. The
Group has also developed a system that reduces pollution
and saves fuel in urban driving conditions. With this system,
the alternator functions as both starter and electric motor,
thereby enabling quick, quiet and less polluting restarts.
All of Valeo’s achievements in this area are detailed in the new

edition of the Environmental Report, published in May 2002.
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THE STRENGTH OF DIVERSITY

WITH B COMMON CULTURE

INVOLVEMENT OF PERSONNEL
Toluca (Mexico) — Valeo Climate Control.
Employees made 64 suggestions

for improvement per person in 2001.

Valeo pursues its strategy of sustainable growth by making
full use of the know-how and development potential of all
its employees, experts, engineers, technicians and opera-
tors. The company brings together some 45 different
nationalities, harnessing the strength of diversity within a
common corporate culture. The Group capitalizes on and
recognises these skills through internal mobility and career
development within the organization (Branches, functional
departments and National Directorates) at its sites in 25
countries. In 2001, the company launched an intensive
recruitment campaign which resulted in the hiring of 1,800

engineers and the appointment of 80 senior managers to

key positions. A 25% drop in the number of voluntary
departures over the year reflected the increased stability of
the workforce.

In 2001, the company streamlined its industrial opera-
tions, sold non-strategic operations and adapted its sites
to the level of activity in the automobile industry. This led
to a reduction in the workforce from 77,000 employees in
March to 70,000 at the end of December. These actions
were accompanied by a variety of social support measures.
The Group commits substantial resources to helping affected
employees find new jobs. It is making every effort to ensure

that as many people as possible are re-deployed internally




KNOWLEDGE
MANAGEMENT
All 25,000
computer-equipped
Valeo employees
benefit from direct,
personalized access
to all the information
they need.

EEIEYSIEEENE e

;rfonstant Inng

Quality at the core of all

The sim of argumiring ixanation io
Acpacate pricesses - P2 follwed by
Quatity o projects right g

The dcvetopoent poo>

TRAINING
The Valeo C@mpus
e-training

profect will benefit all
Group employees.

or externally, in order to avoid outright redundancies and
to help re-industrialize local labor markets.

in terms of training programs, deployment of the “5 Axes” cul-
ture continued and was accelerated for the newly integrated
entities. The year was also marked by the launch of the Valeo
C@mpus e-training project, which aims to broaden the Group's
training offer by taking advantage of the technological poten-

tial of the Internet. Valeo C@mpus, which will be part of the

ERGONOMIC
WORKSTATIONS
Valeo provides

all employees

with a safe,

efficient workstation.

INTERNAL MOBILITY
Thanks to the diversity of
its activities and

its worldwide presence,
Valeo offers employees
a wide range of
career development
opportunities.

Jean Taborda, who joined the
Group in 1992, has successively
held positions in three different
Branches in Brazil, Mexico and
France, in the areas of process
engineering, logistics, sales and
purchasing.

training program fer all employees, provides structured learning
via an information management platform which optimizes
training actions. In April 2002, a special portal is being
created for the Group’s 3,000 managers.

As from 2003, Valeo C@mpus will be linked to the knowl-
edge management base which is currently being deployed.
This “collective memory” gathers all of Valeo's know-how

and expertise in a single architecture.
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To fulfill customer orders in the shortest possible lead-times,
at the best cost and with faultless quality, Valeo is continu-
ously improving its production capabilities through the
implementation of the Valeo Production System (VPS). The
Group is enhancing the flexibility of its industrial base and
standardizing its processes globally in order to satisfy cus-
tomer expectations. The same Valeo product is thus produced
in exactly the same way in China, Mexico or Germany, while
taking local vehicle specificities into account.

Valeo intensified its industrial optimization and rationaliza-
tion actions in 2001. Since the end of March 2001, twelve
production sites have been closed in Europe and the USA

white two new plants have opened in Poland and the Czech

Republic. As part of the Group’s strategy to refocus on its
core businesses, four disposals involving 17 sites were car-
ried out during the year. The total number of Valeo production
sites at December 31st 2001 was 143, versus 170 at the
end of March 2001.

Valeo's industrial strategy aims to optimize costs and logis-
tics efficiency while taking local constraints into account.
The Group accompanies its customers geographically in order
to continuously improve the quality of services provided. It is
strengthening its presence in the most cost-competitive
regions, favoring countries with a high-quality industrial infra-
structure and a qualified labor force while avoiding those

that involve a political or economic risk. In line with these cri-




Nogent-fe-Rotrou (France} — Valeo Climate Control.
Flat storage.

Atsugi-Shi (Japan) - Valeo Transmissions.
Flow analysis.

teria, nine plant or technical center construction or exten-  Systems plant in Toluca, Mexico, was able to reduce inven-
sion operations were in progress in March 2002. tory by half and its storage area by 25%. With less handling
In 2001, the continuous improvement of Valeo’s production  required, there is a gain in productivity of 25% and the time
system could be seen most notably through the strength-  needed to supply production lines is cut by 60%.

ening of VPS tools (pull flows, maintenance plans, rapid die  The continuous improvement of Valeo’s production system
changeover methodology, problem solving groups) and the s backed by the constant strengthening of employee skills.
sharing of best practices. A special effort was made to deploy  In 2001, the Group deployed the “VPS action” training
“flat” storage in all Group plants. Production parts were tra-  program for managers at industrial sites. This program, which
ditionally stored by means of sophisticated, expensive vertical  helps managers identify and solve the problems encountered
systems. With horizontal storage, inventory becomes clearly  in their plants, has already been implemented in 65 facilities.
visible and easier to optimize. The resulting reduction in  Deployment will continue in all Branches in 2002.
inventory also leads to a decrease in storage surface area.

By implementing the flat storage method, the Valec Security



OBJECTIVE:

ZERO DEFECTS

Chétellerault (France) — Wiper Systems Branch.
Follow-up of quality indicators.

Total Quality is an absolute requirement for automakers and
consumers, and it is a top priority for Valeo.

The Zero Defects objective is the shared goal of all teams in
the Group, in all functions and at all stages of the production
process. Zero Defects means not only zero defective parts,
but also zero rework, zero returns, zero incidents and zero
late deliveries. This policy applies throughout the Group and
is implemented immediately whenever a new site is built
or acquired.

Several production facilities have achieved and maintained

this target for many months. In 2001, for example, the Climate

Control plant in Hamilton, Ohio (USA) produced its one-
millionth defect-free heater core. All Group sites are focusing
on continuous improvement by ensuring that their quality
control system is adequate and that it is rigorously
implemented.

All Valeo employees and suppliers are mobilized by the
Quality Action Plan (QAP), which is drawn up every year by
the quality manager of each site in line with the guidelines
defined by the Group. It describes a plan of action to
continuously improve quality, and is drawn up and

implemented in coherence with the other plans of the entity.
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Hamilton (USA) - Climate Control Branch. Quality control.

The 2001 QAP describes how to build simple, efficient,
value-added processes to satisfy both internal and external
customers. Valeo’s Quality strategy fully integrates all Group
suppliers. The development of a “strategic suppliers program”
and the various actions aimed at involving suppliers in new
projects as early as possible contribute significantly to
achieving Zero Defects.

Specific training programs — QNIT “Quality Network Integration
Training” and Leading Quality — were launched in 2001 for
all Valeo quality managers.

In 2001, the Group earned numerous awards from its

Quality training session with participants
from all Branches.

customers for the quality of its products and services.
The Electrical Systems Branch’s Starters Division received
the “Saturn Quality Achievement Award” from General Motors
and several DaimlerChrysler “Gold Awards” were presented
to the Climate Control, Engine Cooling and Motors & Actuators
Branches. The Electrical Systems Branch’s Korean Division
earned a “Best Supplier Award” from Hyundai Mobis, while
the Engine Cooling Branch’s North American Division received
a “Quality Performance Award” from Honda. Valeo was also
named by Nissan of the U.K. as its top supplier in terms of

quality.




SUPPLIER

INTEGRATION

The signing of an agreement
with one of Valeo's strategic partners.

Beyond its traditional mission of reducing costs, the objec-
tive of the Purchasing function is to contribute to the Group's
profitable growth by integrating its suppliers. Valeo employs
1,660 people in Purchasing worldwide (including Supplier
Quality) and the function represents 66% of sales.

The rationalization of the supplier base, which aims to select
only the best, was accelerated in 2001. The number of
agreements signed with strategic suppliers rose to 50. To be
eligible for this program, the supplier must be a recognized
technological leader in its sector and allow Valeo to benefit
from faultless performance in terms of cost, quality and
delivery. This commitment, which is unlimited in time,
translates into a mutually advantageous relationship. Valeo
benefits from the competitive edge of the suppliers in the
program and integrates them into development projects at

the earliest stages. Suppliers who sign this agreement under-

take to continuously improve their strategic and operational
excellence.

At the same time, the SuRe (Supplier Reduction) program,
launched in December 2000, is working to reduce the total
number of suppliers. This allows Valeo to award higher volumes
to the best, that is, those capable of delivering perfect quality
at very competitive prices. The number of production suppliers
was cut by 902 in 2001, giving a total of 3,566 at year-end.
Further reductions will be made at a sustained pace in 2002.
This rationalization of the supplier base has been coupled
with an increase in purchasing volumes in low-cost coun-
tries. A purchasing office was opened at Shanghai, China,
in March 2001 to identify Valeo's best Asian suppliers so
that they may supply the Group’s plants throughout the world.
These purchases have generated savings of more than 20%.

The deployment ¢f buyer coordinators by purchasing cate-




The new Asia Purchasing Office in Shanghai (China).

gory and by supplier was stepped up in 2001. The objective
is to clarify purchasing strategies and profit from synergies.
Following a successful operation in the plastic-parts sector,
a similar project for cut/stamped parts will follow in 2002.
Increased used of online bidding, which was initiated as part
of the e@S| (e-procurement at Supplier Integration) project,
has produced average savings of 9% on the 335 million euro
of purchases negotiated via reverse bidding. The amount of
purchases is expected to double in 2002, During these online
bidding sessions, participating suppliers monitor the successive
proposals of their competitors and adjust their own, all in
real time. Valeo awards contracts on the basis of the overall
proposal, taking into account not only price but also quality,
based on extensive preparatory work carried out before the
bidding. Valeo is also continuing to roll out its Web catalogs.

At year-end 2001, 106 catalogues were available at 125indus-
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Bidding on line.

trial or administrative sites. The software includes the
price list — negotiated globally at the Group level with refer-
enced suppliers — and the validation process. This results in
substantially lower prices and processing costs as well as
shorter validation times for purchase requests.

Two new projects were recently launched within the framework
of e@SI. For the first, SRM (Supplier Relationship Management),
a secure exiranet was set up to enable Valeo teams and suppliers
to exchange information on technical productivity, Quality
results and improvement programs. For the second, as part of
the Knowledge Management project, the Purchasing Department
developed the Advanced SuMo (Supplier Monitoring) database,
in which each supplier is rated according to quality, cost,
delivery and project development indicators.

Valeo now has select Internet-based purchasing toois that

enable better supplier integration.




INNOCOVATION

DRIVEN BY
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RESEARCH AND DEVELOPMENT (in million euro)

Innovation is a cornerstone of Valeo's profitable growth strategy,
achieved through constant and sustained investment in research
and development. A world leader in this area, the Group has
53 R&D centers in Europe, the USA and Asia, employing more
than 5,600 engineers and technicians. In 2001, R&D
expenditure totaled 619 million euro, representing 6% of sales.
Valeo offers automakers global solutions to satisfy fundamental
consumer demands for comfort, safety, lower fuel consump-
tion and reduced pollutant emissions. Valeo’s new “Domain”
approach to innovation, launched in 2001, aims to benefit
from the synergies between the Group's different areas of

expertise. This transversal approach to innovation, based on

the optimization of technological competencies, stimulates
creativity, provides a complete systems offering to customers,
shortens innovation development lead-times and enhances
product functionality while bringing down costs.

Five Domains with strong technological and commercial poten-
tial have been identified, each providing a focus for the
wide-ranging expertise of the Group: Driveline Systems, Seeing
and Being Seen, Electrical Energy Management, Access and
Security, Thermal Systems. The agreement signed in 2001 with
the British engineering firm Ricardo, to develop a 42-Volt hybrid
diesel vehicle that will generate up to 30% fuel savings, illustrates

the potential of this cross-functional collaboration.




Products presented to customers
at a Valeo tech day.

The same inter-Branch synergy approach applies to Valeo's
“Modules"” offering, which provides automakers with solu-
tions to reduce cost, weight, volume and assembly time while
enhancing the functionality of products integrated into a
single module. The rear liftgate module, for example, allows
several components — rear wiper system, center high-mounted
stop lamp, rear-view camera, liftgate handle and latch,
license plate lamps - to be integrated into one or more sub-
modules. Innovative rear-muitiplexed electrical architectures
are also part of the offer.

The Group's innovations were distinguished by numerous

awards. For example, two Valeo products received an

La Verriere (France) — Valeo Climate Control.
Thermal comfort test bench capable of reproducing all
climatic conditions.

International Grand Prix for Technical Innovation at the Equip
Auto show in Paris: the new Silencio™ Flat Blade windshield
wiper (gold award in its category) and Reglolux™, a headlamp
diagnostic tool (silver award).

The Group expects its electrical and electronic activities to
account for over two-thirds of total sales in the coming years,
in both the original equipment and aftermarket segments.
With this target in mind, a new technical center is being built
in Bietigheim (Germany), in the vicinity of major Audi,
DaimlerChrysler and Porsche facilities. It will be operational

in 2002 and employ 400 engineers and technicians.




O DRIVELINE SYSTEMS O SEEING AND BEING SEEN

v — Transmissions — Lighting Systems
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§ - Electronics & Detection Systems

§ Connective Systems — Wiper Systems
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The new “Domain” approach,

launched in 2001, aims to benefit from the
synergies between the Group’s different
areas of expertise.

O ELECTRICAL ENERGY © ACCESS AND SECURITY

MANAGEMENT — Security Systems
- Electrical Systems - Electronics &
- Electronics & Connective Systems

Connective Systems
— Motors & Actuators
— Transmissions

O THERMAL SYSTEMS
- Climate Control
— Engine Cooling
— Motors & Actuators
- Electronics &
Connective Systems
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The Transmissions Branch, a world leader in its field, counts Fiat, PSA Peugeot
Citroén, Renault-Nissan and VW among its main customers. It now generates
30% of its sales in Asia with customers such as Hyundai, Jatco and Nissan.
In 2001, the Branch won major contracts in all of its product lines, and most
notably a first order for automated manual transmissions. These innovative
systems, which are expected to enter volume production in 2003, show
promising growth potential over the next decade. Another major contract was
awarded in Europe for flexible flywheels, a technology developed by Valeo
Unisia Transmissions. Volume production will start in 2002,

The year was also marked by the start of volume production for new-genera-
tion hydraulic clutch actuators, as well as by the increase in the number of
applications fitted with water-based clutch facings. This complete range
of lead-free, organic solvent-free facings offers enhanced performance while
better respecting the environment.

Valeo has reinforced its position as world leader in the aftermarket segment by
pursuing a dynamic policy of broadening its product range and increasing its
growth in developing markets such as China, India and the Mercosur countries.
As part of its strategy to refocus on core businesses, Valeo sold Filtrauto (oil
filters) and the Halifax site in the U.K. (synchronizer rings).

With regard to new product development, the Bonded Tripod disc was nomi-
nated for the International Grands Prix for Technical Innovation at the Equip
Auto show in Paris. This innovative product increases the service life of the clutch

and offers a real gain in terms of comfort.

Cover assemblies,
Discs,

Clutch facings,
Bearings,

Hydraulic clutch
actuators,

Dual mass
flywheels,

Flexible flywheels,

Systems
for automated
manual transmissions,

Torque
converter
components,

Lock-ups,

Cabin air filters.

€982 million

SALES*

OF TOTAL VALED SALES

€59 million

CAPITAL EXPENDITURE

4,460

EMPLOYEES

*FILTRAUTO INCLUDED UNTIL
OCTOBER 317 2001




Automated
manual
transmission
actuator

Clutch actuator

Location The automated manual
/—\ transmission (AMT) is a standard
D manual transmission in which the
gear selection and shifting
i processes have been automated.
This automation is provided by
@ | électromechanical actuators
Clutch D— ‘ installed directly on the gearbox
actuator @ " and controlled by an electronic
Gearbox S module. With this type of

actuator . )
transmission, there is no clutch

pedal and gear shifting is no longer
done manually.

Transmission

Automated manual transmission




AN ATTACSPRERZ OF WELL-BEING

In 2001, the Climate Control Branch was awarded contracts to supply the
complete HVAC (heating, ventilation and air conditioning} system for the
Mazda 626 (Ford group), which is due to enter production in 2003, and the
automatic HVAC system for the BMW 3-Series, to be launched in 2004. A
new Fiat model, to go on sale in 2003, will also be equipped with a Valeo
HVAC unit and control panel. The first contract for externally-controlled com-
pressors was signed in 2001 through the Zexel Valeo Climate Control (ZVCC)
joint venture.

The Branch’s innovations include the photocatalytic cabin air purification
system, developed in collaboration with several industrial and academic part-
ners. This system was awarded the Grand Prix for Innovation by PREDIT
(French National Program for Research and Innovation in Ground Transport).
The Branch has also developed a fragrance diffuser that operates via the air
conditioning system, and a pollution sensor that automatically closes air inlets
if pre-specified carbon monoxide and nitrogen dioxide levels are exceeded.
The multifunction control system integrates controls for the HVAC, audio,
communication and navigation systems into the central console. It offers two
major benefits: a reduction in size and greater ease of use.

The Branch is pursuing research into the reduction of noxious emissions
through the exploration of new technologies. In terms of its industrial foot-
print, Valeo Climate Control opened a new production plant for evaporators
in Zebrak (Czech Republic) in 2001. The Branch’'s main customers include

BMW, DaimlerChrysler, Fiat, Ford, General Motors, PSA Peugeot Citroén,

Renault-Nissan, Volkswagen and Volvo.

Heating, ventilation and
air conditioning systems,

Cockpit modules,
Components:

e heater cores,
°evaporators,
°condensers,

° COMPressors,

econtrol panels.

€1,511

SALES

14%

OF TOTAL VALED SALES

€90 million

CAPITAL EXPENCITURE

8,921

EMPLOYEE




Soft diffusion system
incorporated in the dashboard

Valeo has developed a unique air conditioning system that
eliminates draughts of cold or hot afr while ensuring efficient
cooling for passengers in the rear of the vehicle.

The Valeo “soft diffusion” system was designed to produce

a noiseless, evenly distributed blanket of air that provides all
Soft diffusion ! vehicle occupants with the same level of climatic comfort.
Tests have shown that rear passengers note a significant
improvement in comfort compared with a conventional air
conditioning system.

Conventional diffusion
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The Engine Cooling Branch, a world leader in its field, recorded strong growth
in its European sales. In a market where demand is tending increasingly
towards integrated solutions rather than separately supplied components,
major contracts for complete engine cooling modules were won with
DaimlerChrysler, Fiat, Honda and Renault-Nissan. New orders for the assembly
of front-end modules were also received from Volkswagen.

The Branch, whose main customers include DaimlerChrysler, Fiat, Ford, General
Motors, PSA Peugeot Citroén and Renault-Nissan, was involved in the launch
of a number of new vehicles in 2001, such as the Peugeot 307, Volkswagen
Passat, Citroén C5, BMW Mini and Chrysler PT Cruiser.

The Branch is increasing its production capacity, with an emphasis on opera-
tions in low-cost countries, located as close as possible to its customers’ sites.
The Skawina plant in Pcland, inaugurated two years ago, became fully opera-
tional in 2001. The Branch set up three new production units for front-end
modules, one of them located in the supplier park at Ford’s Camagari assembly
plant in Bahia (Brazil), which will commence operations in April 2002.

With regard to products, demand is particularly strong for exhaust gas recir-
culation coolers, which reduce Nitrogen monoxide emissions by at least 10%.
At the end of 2001, more than one million units had been produced.

The main innovation presented in 2001 was THEMIS (Thermal Management
Intelligent System), which provides real-time engine-temperature control based
on traffic conditions. It reduces fuel consumption by between 2% and 5%
and minimizes pollutant emissions.

The Branch is working in partnership with an upmarket automaker on the
development of an intelligent thermal management system, as well as on a

number of joint developments with other major global vehicle manufacturers.

Powertrain
cooling systems,

Radiators,
condensers,

Charge air coolers,
exhaust gas
recirculation
coolers,

Qil coolers,

Fan/motor systems, |
engine cooling
modules,

Front-end modules.

£1,332
million

SALES

12%

OF TOTAL VALED SALES

€83 million

CAPITAL EXPENDITURE

6,39

EMPLOYEES
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Control valve

@

Variable speed
fan system (Fantronic®)

Location

O

Electronic
waler pump

S

Thermal
management
conirel unit

The THErmal Management
Intelligent System (THEMIS) is
based on the electronic control of
the engine cooling function,

with the aim of regulating engine
temperature to exactly the leve!
required. It significantly improves
engine efficiency and leads to

a notable reduction in fuel
consumption and Carbon dioxide
emissions, while enhancing
thermal comfort in the passenger
compartment.
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As world leader in automotive lighting technologies, with Valeo Sylvania and
Ichikoh, the Lighting Systems Branch strengthened its position in 2001 with
the volume production launch of a series of new products, particularly within
the Xenon lighting range.

The Branch’s main customers are Audi, BMW, DaimlerChrysler, Fiat, Ford,
General Motors, Honda, Jaguar, Opel, PSA Peugeot Citroén, Renault-Nissan,
Saab, Seat, Toyota, Volvo, Volkswagen and, in the heavy truck market, lveco,
Scania and Volvo Global Trucks. In 2001, its leadership was consolidated
through reinforced cooperation with the Japanese supplier Ichikoh and the
North American Valeo Sylvania joint venture.

The new generation of dual-Xenon headlamps, which provide both high- and
low-beam light from a single High Intensity Discharge lamp, is used in an ellip-
tical form in the Saab 9-5 and in a reflective form in the Volvo S60, V70
and S80. Similarly, a fifth-generation Xenon ballast (an electronic module
which lights the discharge lamps instantaneously) is used for the headlamps
of the Audi A4, which are equipped with the new D1 lamp. The headlamps
of the new Toyota Corolla feature vertical complex shape low-beams.

In terms of signal lighting, rear lamps with optical guides and light-emitting
diodes (LEDs) were introduced on the BMW 5-Series station wagon, and the
Opel Corsa is now equipped with a four-LED center high-mounted stop lamp.
The first orders were received for Valeo's advanced front lighting system: two major
European automakers chose this dynamic lighting system for several models to
be launched in the next year or two. This system automatically directs headlamp

beams into curves to improve night visibility on winding roads.

Main and auxiliary
headlamps
(Halogen and Xenon),

Headlamp leveling
actuators,

Headlamp
cleaning systems,

Fog lamps,
Signal lighting,

Cigar lighters
and multi-function
connectors.

€1,172
miliion

SALES

16.7%

CF TOTAL VALED SALES

€80 million

CAPITAL EXPENDITURE

1,770

EMPLOYEES
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Dual Xenon headlamp
Volkswagen Phaeton

e Crystal rear lamp Renault Vel Satis

Xenon lighting provides better visual comfort

for the driver than conventional lighting systems.
Its more powerful, wider beam improves visibility
along the side of the road as well as in front of
the vehicle.
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The Electrical Systems Branch recorded a 10% rise in sales in 2001. This
increase was due mainly to the integration of the Telma electrical retarders
business in March 2001, in line with the agreements signed on the acguisition
of Sylea in 2000, and the ramp-up of the new San Luis Potosi production plant
in Mexico. This site supplies U.S. customers, such as General Motors.
In South Korea, Hyundai selected the new-generation TG alternator range,
which features significant technical improvements. This new family of products
will be launched worldwide in 2002.
Major new contracts were won in 2001 for both starter motors, including
from Volkswagen for the Polo platform, and alternators, from DaimlerChrysler,
for example.
Market expectations are evolving toward more comfort and safety and less
pollution. This creates a growing demand for more on-board electrical power,
thereby leading automakers to redefine their approach to the production, dis-
tribution, storage and management of electrical energy within the vehicle.
These functions have been integrated into the “Electrical Energy Management”
Domain, led by the Electrical Systems Branch. A number of innovations from
this Domain were presented at the IAA motor show in Frankfurt, including the
Stop & Start system which integrates a starter-alternator and Valeo’s 42-Volt
electrical architecture.
Development contracts were signed with Ricardo (powertrain engineering)
and International Rectifier (power electronics), adding to Valeo's competen-

cies in the field of hybrid vehicles and 42-Volt systems.

Alternators,

Starter motors,

Electrical

and starter-current
generating systems
for passenger cars
and trucks,

Electrical retarders
for trucks and buses,

Re-manufacturing
of alternators,
starter motors and
compressors.

€834 million

SALES

§%

OF TOTAL VALED SALES

€126 m EEE@@E

CAPITAL EXPENDIT

4. 78I

EMPLOYEES

My T e




STOP & START

The Electrical Systems Branch is continuously improving
on-board electrical energy management through innovative
technologies. The Stop & Start function, made possible by
the belt-driven starter-alternator, reduces fuel consumption
by up to 10% in urban driving conditions, which in turn

leads to less pollutant emissions. The engine is
automatically cut off when the vehicle comes to a stop (at
traffic lights, for example).

The alternator’s reversible mode allows the vehicle to
restart immediately when the time is right.

Location

Power and control electronics
for the Stop & Start function

Reversible alternator
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The Wiper Systems Branch, world leader in its market, consolidated its lead-
ership in 2001 thanks to its innovative products. The optimized aerodynamic
and acoustic performance of the Valeo Flat Blade, combined with its excellent
wiping quality, earned it a gold medal at the Equip Auto show in Paris. Cther
innovations also contributed to strengthening the Branch’s technological image,
such as the front Global Wiper Motor, which is now in production.

The Branch, whose main customers include BMW, DaimlerChrysler, Ford,
General Motors, PSA Peugeot Citroén, Renault-Nissan, Toyota and Volkswagen,
is pursuing its industrial strategy with the construction of a new production center
at Bietigheim (Germany) and a new plant in Poland.

The rain, light and tunnel senscr, which controls the activation of the wiper and
lighting systems, was designed jointly with the Switches & Detection Systems
Branch: an example of the fruitful cooperation within the “Seeing and Being
Seen” Domain. Among the other innovations presented in 2001, the hydrophobic
wiper system integrates stylized wiper arms and the Valeo Flat Blade with
advanced water-repellent windshield technology. In addition, the new range of
rear plastic wiper arms provides great styling freedom and excellent wiping
quality. Valeo is also working to develop modules for the electrical and
mechanical integration of rear systems and components, offering a number of

benefits such as a reduction in size, cost and liftgate assembly time.
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Complete wiper
systems:

° Arms,

o Blades,

= Linkages,
°Motors,

> Rain sensors,
> Wash systems,
*Modules.

12.6%

OF TOTAL VALEO SALES

€88 million

CAPITAL EXPENBITURE
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The Valeo Flat Blade

Valeo, an innovation leader in terms of automotive safety, is pursuing its strategy to
enhance comfort, safety and silence by offering the Valeo Flat Blade.
This unique wiper blade combines innovation, style and advanced technology

with excellent wiping quality.
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The Motors & Actuators Branch is one of the world's leading suppliers of
actuators, engine cooling fan systems and electric motors of over 50 watts for
automotive applications. Its product range covers virtually all market require-
ments. Development work in its three advanced research centers in France,
Germany and the United States is focused on anticipating future changes in
demand.

The Branch has designed electronic control systems for variable-speed elec-
tric motors fitted, whenever necessary, with anti-pinch devices (window [ift
and sunroof applications). These systems will equip several vehicles to be
launched in 2002. The Branch is also developing motors for applications
destined to grow in the coming years. New electronically controlled motors for
use in future X-by-wire applications were developed in 2001, as well as a
new motor for medium-power air-conditioning systems.

The most significant contracts signed with other automotive suppliers in
2001 involve an electrical fan system for a General Motors passenger car,
seat adjustment motors for several Ford and Jaguar models, and ABS motors
for a variety of automaker applications.

The HDFS hydraulically driven fan system, a major innovation launched on
DaimlerChrysler's 2001 Jeep Grand Cherokee, is now arriving on the European

market where it will equip several high-range vehicles in the very near future.

. engine cooling motors,

Climate control motors,

seat adjustment

and headrest motors,
steering column
adjustment motors,

ABS motors,
window lift motors,
sunroof motors,

Door latch actuators,

Air compressors
for adjustable
suspensions.
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€665 miilion

SALES

8%

OF TOTAL VALEQ SALES

€32 million

CAPITAL EXPENDITURE

3,210

EMPLOYEES
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trucks consume less fuel and
make less noise,

while their trailering
capacity increases.

The Hydraulically Driven Fan System (HDFS).

The HDFS is an innovative, hydraulically controlled fan system developed by Valeo

to satisfy the engine cooling needs of the high-performance light truck and sport utility
vehicle market. This powerful new technology, equipped with a speed control system,
considerably improves air flow. Its reduced axial depth offers automakers greater
flexibility for front-end design and styling.
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For the Security Systems Branch, 2001 marked the start of production of the
first vehicle to be equipped with the keyless access system, developed in part-
nership with Renault for the Laguna Il. Based on radio frequency technology,
this system uses a card instead of a key. It will be featured in 2002 on the
Renault Vel Satis and should in the near future also be on vehicles from a
number of other automakers. The system won the EPCOS (Electronic Parts
and Components) Electronic Innovation Award, presented by the Society of
Automotive Engineers in recognition of creativity and innovation in the design,
manufacture and implementation of electronic automotive systems.

The development of a compact latch was also completed in 2001. This mul-
tifunction side-door fatch, which is compatible with the keyless access system,
integrates a wide range of functions never before packaged in such a small size.
It will enter mass production in 2002.

The Branch, whose main customers include BMW, DaimlerChrysler, General
Motors, PSA Peugeot Citroén, Renault-Nissan and Toyota, strengthened its
leadership position in steering column locks, locks and handles. In the fast-
growing mechatronic components sector, major contracts for electrical steering
column locks, mechatronic handles, powered trunk-opening systems, immo-
bilizers and remote controls were signed during the year with customers such
as BMW, Mercedes, Porsche, PSA Peugeot Citroén and Toyota.

A number of innovations developed at the Branch’s five R&D centers will be incor-
porated into various vehicles being launched in 2002, including an electronically
controlled trunk with powered opening and closing and a new electrical steering
column lock. A new generation of keyless access systems, offering such features

as “card in pocket” ignition, will be available the following year.

Keyless access
and ignition systems,

Powered opening systems
(trunk and doors),

Radio-frequency
remote controls
and receivers, /

Transponder-based /
immobilizer systems,

Steering column locks, ;’l
Ignition switches, {
Keys, locks, \’\

Handles (door and trunk), \\

Latches (doors, trunk, \
liftgate, hood,
folding seatback).

5%

CF TOTAL VALEQ SALES

€31 millien

CAPITAL EXPENDITURE

3,920

EMPLOYEES
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Antenna

Hands-free
access card

Handle

Thanks to the radio frequency communication between
card and vehicle, triggered by a sensor integrated

into the door handle, you don’t need to hold the card
in your hand to unlock the door.

Aztion T

When the card is inserted in the reader and the “start”
button is pushed, the steering column lock fs released and
the engine is started. There is no need for a key.
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Following the acquisition of the switches and sensors business of the Sylea
Group at the end of 2000 and their integration into this newly-created Branch
in March 2001, the Switches & Detection Systems Branch has confirmed its
position as a pioneer in obstacle-detection systems. It is now world leader with
its ultrasonic park assist system. In 2001, major orders for this ultrasonic
system were received from Audi, DaimlerChrysler, Fiat, Ford, Nissan, PSA
Peugeot Citroén and Volvo. In the coming years, the Branch will be developing
systems to provide 360° surveillance around the vehicle, through a combina-
tion of radar and ultrasonic technologies. The traffic environment sensing radar
presented in 2001 is the bridgehead for a number of active assistance functions,
including parking and reversing aids and blind-spot detection systems.
Valeo's expertise in the modular integration of electronics has enabled the
Group to become the world leader in switching. The integrated top column
model presented in 2001 is evidence of this advanced technological compe-
tency. It combines several top column switch functions, an airbag clockspring
and a steering angle sensor, each of which is an essential component in auto-
motive stability management systems. This promising product has already been
ordered by DaimlerChrysler and General Motors. Valeo's integrated modules,
which are very compact and lightweight, minimize electrical wiring and inter-
faces. In addition to providing a wide variety of functions, they offer automakers
significant reductions in logistics and assembly costs.

The Branch also offers a wide variety of powertrain sensors, improving engine

and emission control.
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Park assist
systems,

Switches,

Powertrain
sensors.

€783
millien

SALES

1%

OF TOTAL VALEQ SALES

€58 million

CAPITAL EXPENDITURE

6,970

EMPLOYEES




HIARS LU SCHSUTIS HItEgrated 1HLL i 1O alid feal Ul Lic VEIHicic,
the Park Assist system warns the driver of the presence of hidden
obstacles by emitting an acoustic signal. The signal becomes
increasingly frequent as the obstacle approaches,

and turns into a rapid beep at a distance of 25 centimeters.
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Length 45 mm,
diameter 23 mm
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Created in March 2001 through the regrouping of the electronic activities
of Valeo Electronics and the wiring and junction box activities of Valeo
Connective Systems, this new Branch is positioning itself as a market leader
in electronic and electrical distribution systems. Its expertise covers architecture
and engineering for automotive electrical distribution systems and the devel-
opment and production of system components such as wiring harnesses,
junction boxes and body controllers. Serving as the electronics competency
center for the Group, the Branch provides first-rate hardware and software
expertise and solutions.

The Branch makes a great contribution to innovations in the “Electrical
Energy Management” Domain, particularly in projects relating to 42-Volt
technology. It also participates in a number of European research and
development programs.

On the industrial level, 2001 was marked by the launch of volume produc-
tion of new body controlliers for the Peugeot 307 and Renault Avantime, of
new junction boxes for the Fiat Stilo and of wiring harnesses on the Phase 2
Renault Clio, Seat Ibiza and Renault Trafic/Opel Vivaro. Modifications were
also made to wiring harnesses in relation to the multiplexing of the entire
Peugeot/Citroén range.

The Branch also launched an ambitious program of industrial rationalization

in order to improve its competitiveness.

Bedy controllers,
Electronic modules,

Modular electrical
wiring harnesses,

Electronic
distribution boxes.

€1, 141 mil

SALES

10%

OF TOTAL VALEQ SALES

€66 miliion

CAPITAL EXPENBITURE

16,3

EMPLOYEES




Location

Body controlier

The body controller ensures
the distribution of electrical
energy to the main electrical
components of the vehicle
and manages various functions
such as wiping, lighting,
central door locking

and network multiplexing.
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In order to satisfy the needs of every distributor and independent service
center, the Distribution Branch has created a new market-based sales organ-
ization and expanded its geographical footprint. With the 2001 opening of
offices in Detroit and Moscow, as well as in Austria and the Czech Republic,
the Branch now has eleven operaticnal divisions and six sales offices to meet
the specific requirements of its customers. This international expansion was
accompanied by an optimization of logistics services, which has considerably
improved delivery lead-times.

More than 1,800 new items were added to the spare parts product range in
2001. The Branch also developed additional products to complement its
Premium offering (SQ brake range and Valeo 7 clutch range), extended the
Marchal product range to include cabin air filters and revitalized the Cibié
line with customized lighting.

The Branch reinforced its range of services supporting its customers’ technical
and sales performance. The creation of an international database made it pos-
sible to accelerate and regularize the publication of its catalogs, sixteen of
which were issued in 2001. Twenty new catalogs are planned for 2002. The
Technical Center in Saint-Ouen has been focusing on technological innovation,
with the development of new diagnostic tools (2nd generation Clim Test and
Réglolux, winner of the Silver Award for Technical Innovation at the Equip Auto
show) together with new assembly instructions in CD-ROM format for each
vehicle.

The Branch extended its Valeo Clim Service network, with more than
1,600 members in Europe. This growth was accompanied by the standard-
ization of quality across the network and the implementation of a set of

shared communications guidelines.

Marketing of all of

the Group's product ranges,

under the Valeo,

Cibié, Marchal SWF
and PJ brands,

to distributors

and independent
service centers in more
than 100 countries.

€476 million

SALES

4%

OF TOTAL VALED SALES

€6 million

CAPITAL EXPENDITURE

EMPLOYEES
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Climtest is a revolutionary
diagnostics tool for air
conditfoning systems,

{t measures,

with no disassembly
required, the lack or excess of
refrigerant, clogging of
the receiver dryer or
accumulator, or any other
failure requiring more
detailed diagnostics.
Climtest can charge any
air conditioning system
with the exact amount of
refrigerant required.

The second generation
will be launched in 2002.
A complementary on-line repair
assistance database,

Valeo Clim On Line,

is also available.
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The year 2001 was marked by a deterioration in the world auto-
motive market: the slowdown in the growth of car registrations,
observable at the end of 2000, led to a decline in production
throughout the world. Following the events of September 2001,
the macro-economic environment continued to deteriorate.

in the face of severe operating difficulties in the first quarter 2001,
Valeo’s reorganized management team designed and implement-
ed a recovery plan since the second quarter involving industrial
restructuring and re-focusing on core businesses through the dis-
posal of non-strategic activities. As a result there was a gradual
turnaround in operating profitability during the course of the fol-
lowing three quarters.

In addition, as from mid-year, the Group accelerated the reorgan-
ization of its industrial base in order to adapt to the consequences
of the crisis.

Valeo's activity and the world automotive environment

Sales grew by 12.2% versus 2000 to total 10.2 billion euro in 2001.
The positive impact of changes in the reporting entity accounted
for 13.7% and variations in exchange rates, 0.3%. Sales were
down by 1.8%, excluding exchange rate and reporting entity vari-
ations, while world automotive output is estimated to have declined
by 3% in volume". Gains in market share enabled Valeo to partially
offset lower output.

s In Europe, car registrations increased by 1% in 2001. This
increase was sustained in Great Britain (10%), in France (6%) and
in Spain (4%), while Germany and Italy registered a drop of 1%.
Output fell in the second half and was down by an estimated 1%
over the year. Its commercial performance however allowed Valeo
to increase sales by 4% at constant reporting entity and exchange
rates. Sales in Europe accounted for 67% of the Group’s overall
sales in 2001.

¢ In North America, automakers waged a price war relayed interest-
free financing at the end of the year. These commercial actions
limited the decline in sales: car registrations were down by 1% over
the whole year. Inventory reduction led to a fall in output of around
10% over the same period. Valeo's sales declined by 14% at
constant reporting entity and exchange rates, essentially on the
supplier market. Sales in North America accounted for 24% of the
Group's overall sales in 2001.

¢ |n Asia, output fell slightly (-1%), notably in Japan and South
Korea. Valeo's sales were down by 1% at constant reporting en-
tity and exchange rates, in line with market trends.

® In South America, the market grew significantly in Brazil despite
a dip during the second half: car registrations were up by 10%
over the year and production grew by an estimated 6%. In
Argentina, the ecaonomic crisis strongly impacted car registra-
tions (down by 4%) and output {estimated fall of 44%). Valeo's
sales reflect the evolution of these markets.

* Production volume estimates are based on information provided by Valeo’s customers.
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The impact of variations in the reporting entity is the result of
growth operations carried out during the previous year: acquisi-
tions of the automotive business of Labinal (Sylea) and the thermal
activities of Bosch Automotive Systems (ex-Zexel Corporation) in
Europe and in North America and the setting up of a joint venture
with Unisia Jecs. In addition in 2001, in line with commitments
made in 2000 within the framework of the acquisition of the auto-
motive business of Labinal, Valeo finalized the acquisition of 100%
of the capital of Telma (consolidated as from March 1st). The exit
from the reporting entity of certain activities during the course of
the year had a limited impacted due to their size and their effective
dates (Filtrauto, end October, non-automotive wiring business, end
September, Halifax site in Great Britain, end October).

Exchange rate variations essentially reflect the impact of the rise
in the US dollar which offset the fall in the yen and the won.

Positive evolution in operating results

The first quarter of 2001 marked a low point in aperating results
with a fall in the level of the gross margin, down by 4 4 percentage
points, compared with a year earlier, to 15.0% of sales. This trend
has since been reversed with gross margin rising to 16.7% in the
second quarter to total 17.0% in the second half.

Despite this improvement, gross margin for the year stood at 16.4%
of sales against 18.7% in 2000. However, the efforts undertaken in
the second half meant that, in value, it is practically the same as the
previous year: 1,675 million euro in 2001 versus 1,708 million euro
in 2000.

For the full year 2001, Valeo's operating income of 388 million euro
accounted for 3.8% of sales versus 6.3% in 2000. The first guar-
ter was marked by a significant drop in the level of the operating
margin which, at 2.0% of sales, registered a drop of 4.5 percent-
age points year-on-year. From this low point, the operating margin
recovered to stand at 4.6% of sales in the fourth quarter. This
recovery is the result of an improvement in the efficiency of research
and development expenses and the control of selling and admin-
istrative expenses:

e Valeo's technological innovation strategy lifted research and devel-
opment expenses to 619 million eurc in 2001, up by 8%, to stand
at 6.0% of sales. Significant progress was made in research and
development productivity (cf. below — Technological Innovaticn);

e strict control resulted in selling and administrative expenses falling
from 6.8% of sales in the first quarter to 6.4% in the fourth quar-
ter; over the whole year, they amounted to 6.5% of sales, their
gradual reduction not having fully reflected that of sales.
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Transfermation of Vaies into a Company with a Supervisory and a
Management Beard

In May 2001, shareholders approved the proposal of the Board
of Directors to transform Valeo into a Company with a Supervisory
and a Management Board. Noé&l Goutard was appointed Chairman
of the Superviscry Board and Guy de Wouters Vice-Chairman.
Carlo De Benedetti, Arnaud Fayet, Yves-André Istel, Jean-Marc
Janodet, Alain Minc, Ernest-Antoine Seilliére, Jean-Pierre Souviron,
Erich Spitz were appointed members of the Supervisory Board.

In December 2001, Guy de Wouters resigned his position and the
Supervisory Board nominated Jean-Bernard Lafonta as a new
member (this nomination is subject to the appraoval of the forth-
coming Annual General Meeting of Shareholders). Ernest-Antoine
Seilliere was appointed Vice-Chairman of the Supervisory Board.

Reorganization of the Group’s management structure

The Supervisory Board appointed Thierry Morin Chairman of the
Management Board. Luc Blériot, Bernard Geymond, Géric Lebedoff
and Vincent Marcel were appointed members of the Management
Board.

At the end of the first quarter, the reorganized management team
was charged with restoring the Group’s profitability and defining and
implement a strategy and industrial policy more in line with changes
in the automotive industry.

1,800 engineers and managers were recruited and 80 executives
were appointed to fill vacant positions in line and staff manage-
ment.

Reinforced discipline

In the second quarter, Valeo implemented a program to restore
profitability in the short term that included an intensification of
industrial restructuring and refocusing on core businesses with
the divestment of peripheral businesses, the accelerated integra-
tion of recently acquired entities (Sylea), and actions designed to
cut purchasing costs and control expenses under gross margin.

Industrial restructuring

In order to take into account the expected deterioration of the
world market, Valeo intensified its plans to optimize its industrial
base.

As a result of actions implemented in 2001, leading to the closure
of 12 sites and the opening of 2 plants, the Group employed 70,000
people in 143 production plants, 53 Research and Development
centers and 10 Distribution centers at December 31st 2001.

This adjustment of the industrial base will be pursued in 2002
with the implementation of a plan to reduce worldwide headcount
by 5,000 people. In addition to the actions taken at Rochester
(USA), the Group plans to:

oclose 5 sites: Baumenheim in Germany which produces park
assist systems, top column modules and employs 470 people,

Velenje in Slovenia and Mariglianella in ltaly which produce elec-
tric wiring harnesses and employ a total of 370 people, Carmen
de Areco in Argentina which manufactures dashboard switches
and top column modules and employs SO people, and Grand
Prairie, Texas (USA) which makes automotive heating and cooling
systems and employs 220 people;

o gradually disengage itself from the production of wiring harnesses
in France (4 sites at Dreux, Sissonne, Bellegarde and Labastide,
employing 1,370 people);

etransfer engine cooling activities for passenger cars from Mjallby
(Sweden) to 3 other Valeo sites in Poland, France and Spain
(200 employees involved).

Refocusing on core businesses

In May 2001, Valeo announced a strategy to refocus resources
which involved the gradual disengagement of the Group from
peripheral activities. In the second half Valea finalized four trans-
actions of this nature:

o September 2001: the sale of non-automotive wiring activities, that
is 5 sites (4 in France and 1 in Marocco) employing 600 people
and generating sales of around 26 million euro;

o October 2001: the sale of Filtrauto. This company became part of
the Group when Valeo acquired the automative business of Labinal
in September 2000. Filtrauto generated sales of 263 million euro
in 2000 with 2,500 people (11 production plants, Slogistics centers
and 6 sales offices);

o November 2001: the sale of Valeo Transmission Ltd, in Great Britain.
This activity which involved the production and distribution of syn-
chronizer rings and selector forks for manual gear boxes, generated
sales of 14 million euro in 2000 and employed 135 people;

o December 2001: the sale of the plastic injection molding and
small assembly operations of the Sainte-Savine, France, site.
This activity generated 14 million euro in sales and employed
250 people. Additionally, Valeo announced a plan to sell its plas-
tic injection activities at Saint-Aubin (France) and Felizzano (ltaly).

17 sites were deconsolidated in all.

The integration of Sylea

The automotive electrical wiring harness activities of the Sylea
Group acquired from Labinal in September 2000 are the subject
of an industrial reorganization plan:

oin order to complete integration into the Valeo Group, the activ-
ities of Valeo's Electronics Branch and those of Sylea were merged
into two new Branches:

othe rationalization of Sylea’s industrial base led to the regrouping
of sites and the transfer of production to competitive cost areas
(cf. above-Industrial Restructuring).

On November Sth 2001, Valeo acquired 5.04% of the share cap-

ital of Sylea and therefore now holds 98.46% of the capital. In order

to complete the integration of Sylea, Valeo has since initiated a with-

drawal offer followed by a squeeze out. This was completed on

January 28th 2002, leading to the delisting of Sylea shares.




Optimization of purchasing

Valeo accentuated its efforts to reduce purchasing costs. The total
number of suppliers was cut by over 900 in 2001, enabling greater
volumes to be awarded to the best performers in exchange for
productivity gains. Agreements were also signed with 50 suppliers
within the framework of 2 “strategic supplier program”. Purchasing
efficiency equally benefited from the opening of an Asian pur-
chasing office in Shanghai, China, the development of reverse bid-
ding (over 300 million euro in 2001) and the multiplication of
on-line catalogs (106 to date for 8,000 users).

Valeo Electrical Systems, Inc.: protective measures

Valeo Electrical Systems, Inc. (VESI), the North American sub-
sidiary of Valeo, Inc., designs and produces mainly wiper and air
flow systems, electric motors, essentially at its manufacturing facil-
ity in Rochester in the State of New York.

In highly unfavorable market conditions, the operational perform-
ance of VES! significantly deteriorated in 2001 culminating in a
loss of 70 million euro.

On December 14th 2001, given the extent of expected losses,
VESI filed for voluntary reorganization under chapter 11 of the US
Bankruptcy Code. The filing is limited to the facility at Rochester
and the sales and administrative offices in New York City and
Auburn Hills, Michigan.

VESI indicated that the filing was aimed at protecting its opera-
tions and enabling it to reorganize them; since then, the entity has
continued to operate and is doing everything it can to implement
the operating conditions needed to ensure that it has a solid future
in Rochester.

Technological innovation
The Group is developing numerous new technologies:

*V/aleo has set up a cross-functional team to develop 42 Volt elec-
trical energy management systems that marries the expertise of
several of its industrial Branches. As an example, the Group, in
partnership with Ricardo, is developing solutions designed to cut
fuel consumption by 30% and thereby significantly reduce harm-
ful emissions;

o enhance safety on the roads, Valeo is developing several inno-
vative products. In June, in partnership with the US company
Iteris, Valeo announced the development of advanced automot-
ive vision systems which will be able to detect unintentional lane
departure, and later changes in weather and road conditions, and
even obstacles and road signs. In December, Valeo announced
another partnership with the Canadian Cymat, an innovative
materials supplier, to develop a new high absorption crash box
technology which will significantly reduce crash damage to a
vehicle’s front end.

Allin all, Valeo patented (initial filing) over 500 innavations in 2001.

Valeo thereby confirms its historical position as one of the world’s

leading filers of patents.

During the course of the year, Valeo’s research and development
activities were distinguished by several awards:

eits anti-pollution/anti-odor in-cabin air function, developed in
collaboration with several industrial and academic partners,
received the prize for innovation from the National Program for
research and innovation in ground transport (PREDIT);

s the keyless entry system, developed in partnership with Renault,
which is available on all Renault’s Laguna 1! models, received an
award for innovation in electronic systems from the Société des
Ingénieurs Automobiles (SIA/Epcos);

o two Valeo products, the Silencio™ Flat-Blade and the Reglolux™
headlamp diagnostic tool won International Grand Prix for
Technical Innovation 2001 awards at the Equip Auto show in
Paris:

ean innovative concept, consisting of a nylon based instead of
aluminum container, developed by Valeo Engine Cocling's North
American Division, won an innovation award from the US Society
of Plastics Engineers.

Environmental policy

For over ten years now, Valeo has implemented an environmental
policy: all Valeo sites apply a common standard which is more
demanding than local regulations. This transversal approach goes
beyond simple compliance (construction and rehabilitation) as it
aims at integrating the criteria of sustainable development in the
design of Valeo products, in the design and implementation of
their production processes, their modes of use and their recycling
by end users.

This policy is detailed and illustrated in the environmental report
that Valeo will be publishing for the second time in 2002.

The efforts made by the Group as regards the environment con-
tinued in 2001. The fact that 50 sites have been certified ISO
14001 to date serves to underscore Valeo's commitment to the
environment.

Commercial Successes
The Group also demonstrated its capacity to transform technology
advances into successful commercial offerings:

e with the biggest order ever received in ultrasonic park assist sys-
tems;
o the first two contracts for intefligent “bending” lighting systems
which enhance visibility in road bends.
Many Valeo Divisions received awards from customers for the qual-
ity of their products and services. The Starters Division received the
“Saturn Quality Achievement Award” from General Motors, Valeo
Climate Control won several “Corporation Gold Awards” from
DaimlerChrysler, the Alternators and Starters Division in South
Korea, the “Best Supplier Award” from Hyundai and Valeo Engine
Cooling’s North American Division, Honda's “Quality Performance
Award”. In December 2001, Nissan of Great Britain named Valeo
top supplier for quality.
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The automotive market should continue on its downward trend in
2002. The macro-economic environment on both sides of the
Atlantic will result in a fall in sales of vehicles. Valeo anticipates a
7 to 10% decrease in output in Europe and in North America and,
in this perspective, is pursuing the alignment of its industrial base.

Thanks to ongoing restructuring measures, Valeo intends to emerge
from the current crisis even stronger than before. The Group will
then be able to fully benefit from its industrial competitiveness and
its technological advances and continue to improve its operating
profitability.

The Group will make sure that in the current troubled times it will
control its level of indebtedness and reinforce its shareholder equity.
More specifically, Valeo will see that its capital expenditures together
with its restructuring operations are covered by its operational cash
flow.

Consolidatzd frzncial stalemenis

Sales

Consolidated sales totaled 10,234 million euro, up by 12.2% over
2000. 13.7% of this growth in sales stems from the net extension
of the Group’s reporting entity. The impact of variations in exchange
rates made a marginal contribution (+0.3%). At constant report-
ing entity and exchange rates, consolidated sales declined slight-
ly by 1.8%.

The Group's original equipment sales grew by 13%, to 8.34 billion
euro and aftermarket sales increased by 9%, accounting for 18.5%
of Group sales in 2001.

Sales in Europe advanced by 24% versus 2000 and accounted
for 67% of total sales against 61% in 2000. This evolution reflects
the strong European presence of the automotive activities of Sylea.
Sales generated in North America and in Asia accounted for 24%
and 6% of Group sales respectively.

Margins and results
The Group’s gross margin amounted to 1,675 million euro, that is
16.4% of sales compared with 18.7% in 2000.

Research and Development expenses increased by 8% between
2000 and 2001. They accounted for 6.0% of sales against 6.3%
in 2000.

Selling and administrative expenses stood at 668 million euro and
accounted for 6.5% of sales, versus 6.2% in 2000. This increase
is notably due to recent acguisitions, the level of expenses of which
are greater than the Group standard.

Overall, the Group’s operating income totaled 388 million euro,
that is 3.8% of sales.

The financial result was negative by 62 million euro compared
with a loss of 4 million euro in 2000. This evolution is due to an
increase in indebtedness.

The item “Other income and expenses—net” represents a loss of
738 million euro versus revenue of 39 million euro in 2000 but
which included a dilution gain of 73 million euro generated by the
sale of 7% of the shares of Valeo Climatisation to Zexel.

The total share of this amount relating to Valeo’s VESI subsidiary
amounted to 526 million euro; Valeo depreciated the goodwill and
tangible assets of some of the activities of VESI, for a sum of
224 million euro and appropriated 167 million guro in provisicns
for restructuring added this amount to the 135 million euro already
appropriated in March.

The amount for 2001 includes 447 million euro in provisions for
restructuring (including Rochester), 217 million euro in the amor-
tization of goodwill and the impact of the Group’s policy of disen-
gagement from non-strategic activities which translated into a loss
of 33 million euro {essentially on the sale of Filtrauto).

Given this, income before tax was negative by 412 million euro; it
was positive by 608 million euro in 2000.

Corporate income tax came to 42 million euro, versus 142 million
euro in 2000. This tax burden illustrates the contrasting situation
of the Group; in some countries, the sustaining of profitability
meant that the Group had to bear a tax burden while in the United
States, deferred taxes on losses and provisions made in 2001 was
not retained.

After tax, net income from associated companies showed a loss of
454 million euro.

Equity in net earnings of associated companies showed a negative
result of 1 million euro. This item corresponds primarily to Valeo's
indirect interest in the Argentine-based supplier Mirgor and to the
alliance concluded with Zexel in thermal systems in Asia.

Amortization of goodwill came to 120 million euro.

Given the above, the Group’s net loss stood at (575) million euro.
Minority interests increased to 16 million eurc from 13 million euro
in 2000.

Net loss after minority totaled (591) million euro.

Net earnings per share for the year stood at (7.12) eurg, versus
4.44 euro in 2000. The average number of shares outstanding in
2001 was 83 million.

Financing and financial position
Consolidated shareholders’ equity came to 2,262 million euro com-
pared with 2,918 million euro one year earlier.

Provisions for contingencies and charges amounted to 1,674 mil-
lion euro at end December 2001, versus 1,292 million euro at
year-end 2000. Provisions for restructuring increased from 488 mil-
lion eurc at end December 2000 to 740 million euro at end
December 2001.

The Group's capital expenditure rose to 745 million euro from
661 million euro in 2000, that is 7.3 % of sales.




Working capital requirements were reduced by 79 million euro to
total 382 million euro at end 2001 against 461 million euro at end
2000.

At end 2001, the Group had net debt of 648 million euro versus
426 million euro in 2000. This variation in indebtedness primarily
reflects the payment in 2001 of 171 million euro in capital gains
tax on the disposal in 1999 of Valeo’s 50% stake in LuK,
120 million euro in dividend payments and the net impact on
cash of acquisitions and disposals of activities.

At December 31st 2001, net indebtedness accounted for 29% of
Group equity.

In July 2001, the Group issued 500 million euro in five-year
bonds. The proceeds of the issue reinforced the balance sheet by
substituting a long-term commitment for short-term debts while
diversifying funding sources. At end 2001, Moody's rated Valeo's
debt A3, one of the best in the automoative supply industry.

Changes in share capital

The Group's Management Board, meeting on January 7th 2002,
noted that Valeo's share capital at December 31st 2001
amounted to 249,169,809 euro, consisting of 83,056,603 shares
with a face value of 3 euro.

The increase in the number of shares resulted from the creation
of 133,200 new shares following the exercise of stock options
during 2001.

At December 31st 2001, Valeo held 539,827 of its own shares,
acquired within the framework of its share buy-back program.

Semzary accocunts

Valeo SA acts as an umbrella for the Group's industrial operations
and also performs holding company functions on behalf of the
Group.

Sales totaled 270 million euro, down by 3.9% over 2000.

Given the significant dividends received from subsidiaries, operating
income amounted to 288 million euro in 2001. Net income thus
stood at 328 million euro, compared with 101 million euro in 2000.

Valeo's shareholders’ equity at December 31st 2001 {otaled
2,496 million euro.

Subsequent events
Since the beginning of 2002, the Valeo Group has been pursuing
its restructuring.

Valeo announced on March 11th 2002 a plan to create
subsidiaries for its clutches and friction materials activities
(Transmissions Branch). These activities are currently directly
exercised by Valeo which also exercises the Group’s holding and
cash management activities. The regrouping of these two
industrial activities into two separate wholly-owned subsidiaries,
one for clutches and the other for friction materials, will enable
Valeo to align legal and operational structures, simplify

administration and provide greater clarity in terms of the
industrial activities’ results and the accounts of the Group's
holding company. This plan will also enable the new subsidiaries
to seize any development and growth opportunities that may
arise. This project, which takes the form of a partial contribution
of assets of the clutches activity on the one hand and the friction
materials activity on the other, to two entities wholly-owned by
Valeo, each dedicated to the activity received within the
framework of the contribution, is subject to the approval of the
forthcoming Annual General Meeting of Valeo shareholders.

A plan to merge the aftermarket commercial and logistics
activities into a single organization is currently in progress. Up
until now they were divided between Valea's industrial Branches
and Valeo Distribution. This new organization will include a
reinforced marketing and logistics function and sales Divisions
specialized by distribution channel. Valeo will, therefore, be able
to strengthen its position on the aftermarket with an enhanced
range of products and services.

On March 25th 2002, Valeo announced a plan to form a
partnership with the world-class electronics manufacturer, Jabil,
for printed circuit board manufacturing. This partnership
includes a three-year supply agreement for a wide range of
printed circuit boards giving Valeo access to products with a
world-class level of competitiveness and service. Based on 2001
volumes, the activity involved represents sales of around
350 million euro.
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The Management Board has presented the financial statements for 2001 and the report on the operations of your company and its Group
during that year.

We are kept regularly informed of the business activities of your company and its Group. As part of the Supervisory Board's mission,
we have performed the checks and verifications that we believed necessary.

After reviewing the financial statements presented to you, the Supervisory Board has approved them. The Board has also examined the
information communicated in the Management Board's report and has no particular observations to make concerning it.

To carry out its mission efficiently, the Board has the support of a Strategy Committee, an Audit Committee and a Compensation
Committee. These Committees existed before the General Meeting of Shareholders on May 9, 2001 voted to make Valeo a public limited
company with a Management Board and a Supervisory Board, and the Board chose to maintain them.

The Strategy Committee’s principal mission is to examine the Group’s strategies and budgets, to check on their application and to
report to the Board. The Committee accordingly reviews the significant asset acquisitions and disposals submitted to the Board for
approval. This Committee has met each month since the last General Meeting.

The Audit Committee’s mission is to choose and ensure the proper application of the accounting methads used to draw up
the company and consolidated financial statements as well as to see that significant operations performed at the Group level are
adequately stated. It makes sure that the level of internal control is satisfactory. This Committee met twice during 2001.
It examined the half-year and full-year financial statements drawn up by the Management Board. After hearing from the Company’s financial
departments and the Statutory Auditors, it recommended that the Board approve these documents.

The Remuneration Committee’s mission is to recommend the remuneration of the company’s directors and officers,
including stock-option plans for the members of the Management Board. This Committee met seven times during the year.

The Board expresses its appreciation and extends its thanks to the Management Board and to all of Valeo’s departments and
personnel for their work and efforts in 2001 in the face of extremely difficult conditions.

The Board declares its full support for Thierry Morin in the program of ongoing progress that he has initiated to ensure that Valeo
remains one of the best groups in the automotive equipment industry.

We ask you therefore to approve the 2001 accounts.
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2001 | 2000 1999

(Millions of euro) i
KEY FIGURES
Net sales and revenues 10,234 9,120 1,111
Gross margin 1,675 1,708 1,512
% sales 16.4% 18.7% 19.6%
Operating income 388 573 481
% sales 3.8% ‘ 6.3% 6.3%
Net income 691 368 563
Earnings per share
(in euro) (1.12) 4.44 6.81
Cash flow® 296 920 1,068
Capital expenditure 145 661 549
Stockholders’ equity | 2,262 ‘ 2,919 2,652
Net indebtedness/ !
(Cash and cash equivalents) i 648 426 (464)
Debt-to-equity ratio i 29% | ‘ 15% -17%

' |

| I

| I
Number of employees i 70,000 | 75,200 51,700

(1) Net income + depreciation.
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2001 2000 1999
(Millions of euro)
NET SAELES AND REVENUES (note 18.) 10,234 | ‘ 9,120 1,717
Cost of sales (8,859) (1,412) (6,2085)
GROSS MARGIN 1,675 ' 1,208 1,512
% sales 16.4% 18.7% 19.6%
Research and development expenditures (819) (873) (823)
Selling expenses i (201 I (182) (173)
Administrative expenses 5 (467) } | (380) (329)
OPERATING INCOME 388 573 481
% sales 3.8% i 6.3% 6.3%
Interest income \ 18 ’ 29 19
Interest expense : (68) (34) (38)
|
Other financial expenses—net (note 13.) : (18) } 1 8)
Other income and expenses—net (note 14.) : (738) | 39 427
(LOSS)/INCOME BEFORE INCOME TAXES ; (412) 1 608 887
Income taxes (note 15.) ‘j (42) (142) (238)
NET (LOSS)/INCOME FROM CONSOLIDATED CONMPANIES : (454) 466 652
Equity in net earnings of associated companies 3 1) 2 -
Amortization of goodwill (note 3.) “ ‘ (120) (87) (83)
NET (LOSS)/INCOME BEFORE MINORITY INTERESTS i : (515) 381 569
% sales 3 (5.6%) 4.2% 7.4%
Minority interests 1 (16) (13) (6)
NET (LOSS)/INCOME 3 (591) 368 563
% sales " (5.8%) 4.0% 7.3%
Average number of shares outstanding (thousands) 3 82,961 ‘ 82,842 82,642
(loss)/earnings per share (note 1.16.) (euro) (z.12) ' 4.44 6.81
g 4.43 6.78

Fully diluted (loss)/earnings per share (note 1.16.) (euro) : (1.12)

The notes on pages 70 to 85 are an integral part of the consolidated financial statements.
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(Millions of euro) ¥ 2001 2000 1999
At December 31 i
RSSETS ; i ;
Other intangibles-net (note 4.) }J 50 44 31
Goodwill-net (note 3.) ‘ 1,596 I 1,560 1,274
Property, plant and equipment : 5,821 5,377 4,571
Less: accumulated depreciation ‘ (3,363) (2,941) (2,613)
Property, plant and equipment-net (note 4.) \ 2,458 | 2,436 1,958
Investments in companies carried at cost (note 8.) ‘ 66 71 2
Investments in companies at equity (note 6.) 27 67 11
Loans and other assets 10 11 12
Long-term deferred tax assets (note 15.) : 124 I 99 62
Investments and other assets : 227 ‘ ‘ 248 87
Fixed assets | 4,331 ! 4,288 3,350
Inventories-net (note 7.) ‘ 753 806 578
Accounts and notes receivable—net (note 8.) 1 i 1,821 2,098 1,478
Prepaid expenses and other current assets o 451 429 319
Deferred income taxes (note 18.) | 55 79 166
Cash and marketable securities (note 11.) ;‘ 680 t 376 1,316
Current assets | 3,780 3,788 3,854
TOTAL ASSETS 8,091 8,076 7,204
LIABILITIES AND STOCKHOLDERS’ EQUITY
(before appropriation)
Share capital ‘ 249 249 248
Additional paid-in capital 728 . 720 716
Retained earnings : 1,288 1,980 1,688
Stockholders’equity (note 9.) : 2,262 2,919 2,652
Minority interests 129 i 112 52
Current liabilities 2,391 3,031 2,704
Deferred taxes (note 15.) 21 56 63
Provisions for contingencies and charges (note 10.) 898 ‘ 661 820
Long-term debt (note 11.) ! 676 | 195 189
Long-term liabilities ‘ 1,601 912 1,052
Accounts and notes payable 1,685 1 1,810 1,356
Provisions—current portion (note 10.) ‘ 7176 631 537
Other liabilities and deferred income 985 1,084 866
Current maturities of long-term debt (note 11.) 18 21 11
Short-term debt (note 11.5.) 634 581 678
Current liabilities : 4,099 4,133 3,448
TOTAL LIABILITIES AND STOCKHCLDERS’ EQUITY ‘ 8,091 8,076 7,204
\ i

The notes on pages 70 to 85 are an integral part of the consolidated financial statements.
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(Millions of euro) | 2001 2000 1998

CASH FLOWS FROM OPERATING ECTIVITIES

Net (loss)/income from consolidated companies ! (454) - i 466 652
Net dividends received from associated companies ! - ! - 1
! |
Other adjustments to reconcile net income to net cash provided ‘
by operating activities: ' !
: \
» depreciation and amortization " 792 | 467 416
- net charges to provisions and deferred taxes - 128 | (238) 172
« (gains)/losses—net of tax—on disposals of fixed assets @ o 69 ' (47) (643)
= other income and deductions with no cash effect 1 ®3) @D an
Changes in operating working capital: i \
* inventories : 42 (83) (48)
° accounts and notes receivable ‘ ‘ 213 (148) 89)
> accounts and notes payable } } (1) | 121 151
> other receivables and payables | 4 50 31
NMet cash provided by operating activities : 720 592 630
CASH FLOWS FROM INVESTING ECTIVITIES |
Capital expenditures: : ; \
« property and intangibles (741) | ‘ (670) (521) -
 investments and other assets ‘ 2) (68) (4)
‘ |
Proceeds-net of tax—from disposal of *; ; E
- property and intangibles | 13 | 9 23
= investments and other assets - (€8} -
Impact of changes in scope of consolidation ® 1 (111 | (601 1,036
Net cash (used in)/provided by investing activities : ‘ (841) . (1,331) 534
NET CESH (USED) PROVIDED BEFORE FINANCING ACTIVITIES ‘ i (121) (739) 1,164
| "
CASH FLOWS FRONM FINANCING ECTIVITIES ‘ ; ‘
Dividends paid to parent company stockholders I (112) . (124) (82)
Equalization tax on dividends ! - (23) @7
Dividends paid to minority interests in consolidated subsidiaries ‘ ‘ (8) | ®) ()]
. |
Proceeds from: | !
° issuance of share capital i 5 \ \ 21 14
¢ issuance of long-term debt 504 | 24 13
° capital grants received : 3 ‘ 1 5 2
Reduction in long-term debt ‘ 20y &) (335)
Net cash provided by/(used in) financing activities ; 372 {(108) (421)
Effect of exchange rate changes on cash N - 4 i8
| ‘
NET CHENGE IN CASH AND CASH EQUIVALENTS 1 251 (843) 761
Cash and cash equivalents at beginning of year (note 11.1.) i 1 205) | 638 (123)
) ‘
CASH END CASH EQUIVALENTS AT END OF YEAR (note 11.1.) ; ; 46 (205) 638

The notes on page 70 to 83 are an integral part of the consolidated financial statements.

(1) In accordance with regulation n° 99-02 of the Comité de la Réglementation Comptable (French accounting regulatory body), asset disposals are now recorded net of tax. The figures for
1999 have therefore been adjusted.

(2) Including €171 million in 2001 in capital gains tax paid on the disposal of Valeo's 50% stake in LuK in 199¢.
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Number
of shares

(Millions of euro)

Share
capital

A A NV %

L - -

Additional
paid-in
capital

Translation
reserve

Retained
earnings

Stock-
holders’
equity

82,475,628

Stockholders’ equity
at December 31, 1998

251

733

(116)

1,222

2,090

332,500

82,808,128

Dividends
Equalization tax on dividends

Conversion of share capital
into euro

Issuance of shares:

» through exercise of options
+ ITT Automotive Electrical
Systems goodwill
Translation adjustment

1999 net income
Stockholders’ equity

at December 31, 1999

12

(29)

116

(82)
@D

4

(82)
@n

115,278

Dividends
Equalization tax on dividends

Issuance of shares:
» through exercise of options

Translation adjustment
2000 net income

82,923,403

Stockholders’ equity
at December 31, 2000

133,200

Dividends

Issuance of shares:
« through exercise of options

Translation adjustment
2001 net loss

83,056,603

Stockholders’ equity
at December 31, 2001

249

125

The notes on pages 83 to 70 are an integral part of the consolidated financial statements.
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1.1. The consolidated financial statements have been prepared in
accordance with accounting principles generally accepted

in France

The accounting standards and policies applied to prepare the 2001
consolidated financial statements are consistent with those applied
in 2000 and 1999.

The appilication of regulation No. 99-02 of Comité de la Réglermen-
tation Comptable since January 1, 2000 did not have any material
impact on the financial statements for fiscal year 2000. Valeo
has decided not to adjust the accounting entries for acquisitions
recorded before January 1, 2000.

Valeo also applies the valuation and accounting requirements of cer-
tain accounting standards formulated by the International Accounting
Standards Committee in preparing the consclidated financial state-
ments. In particular, Valeo complies with the provisions of International
Accounting Standards concerning the accounting treatment of income
arising in the ordinary course of business (IAS 18), the valuation of
inventary (IAS 2), the accounting treatment of leases (IAS 17) and prop-
erty, plant and equipment (IAS 16, historical cost method), account-
ing for income taxes (1AS 12 revised in 1996}, the valuation and
accounting treatment of employee benefits (IAS 19 revised in 1998),
the effect of changes in foreign exchange rates (IAS 21} and impair-
ment of assets (IAS 36).

Among the International Accounting Standards applicable in prepa-
ring the consolidated financial statements for the year ended
December 31, 2001, Valeo does not apply certain standards which,
if they had been applied, would have had a material effect on the con-
solidated financial statements. Those standards are as follows:
—IAS 1: all the accounting standards formulated by the international
Accounting Standards Committee are not applied in their entirety;

-IAS 8: “Other income and expenses—net”, corresponding primarily
to restructuring costs, gains and losses on disposals of consoli-
dated subsidiaries and associated companies accounted for by
the equity method and exceptional assets write-downs, are not
included in operating income;

—IAS 14: segment reporting principles;

—1AS 22 revised in 1998: Valeo applies French generally accepted
accounting principles in relation to business combinations. The
acquisition in 1998 of ITT Automotive Electrical Systems was
recorded as explained in note 1.3. If IAS 22 had been applied to
this transaction, stockholders’ equity would have been increased
by €686 million at December 31, 2001 (€1,015 million at
December 31, 2000) and net income would have been reduced
by €364 million in 2001 (€58 million in 2000) taking into account
exceptional notional goodwill amortization amounting to €305 million
(see note 3);

—IAS 37: Valeo applies French generally accepted accounting

principles in relation to provisions, contingent liabilities and con-

tingent assets;

IAS 38: in common with the other international groups operating in

the automotive sector, Valeo continues to charge development costs

to the statement of income when they are incurred;

-IAS 39: Valeo applies French generally accepted accounting
principles in relation to financial instruments.

1.2. Consclidation methods
The consolidated financial statements include the accounts of
Valeo and all of its significant majority-owned subsidiaries.

Investments in associated companies in which Valeo has the
power to exercise significant influence over financial and operat-
ing policies, are accounted for by the equity method. Valeo is
considered to exercise significant influence over companies in
which the Group owns more than 20% of the vating rights. This
method consists of replacing the book value of the investments by
the Group's equity in the underlying net assets, including earnings
for the year.

Companies held jointly by Valeo and another partner are

accounted for as follows:

—jointly-owned subsidiaries managed by Valeo are fully consoli-
dated;

~thase managed by the partner are accounted for using the equity
method:

—those in which both partners share management responsibility
are consolidated on a proportional basis.

Investments in certain other majority-owned subsidiaries and

associated companies that the Group intends to sell or which are
not material in relation to the Group as a whole, are not

consolidated.

The individual Group companies are consclidated on the basis
of their local financial statements, as restated in accordance with
the principles applied by the Group.

All significant intercompany transactions are eliminated, including
gains on inter-company disposals of assets, inter-company profits
included in inventories and intercompany dividends.

Companies acquired during the year are consolidated as from
their acquisition date.

1.3. Intangibles and goodwill

The identifiable assets and liabilities of companies consolidated
for the first time are recorded in the consolidated balance sheet
at their fair value at the date of acquisition. The excess of the pur-
chase price of the shares in the company concerned over the
aggregate fair value of identifiable assets and liabilities at the date
of acquisition is recorded as an asset under “Goodwill”. Goodwill
is amortized by the straight-line method over the estimated period
of benefit, not to exceed twenty years. When projected future
earnings of the acguired business show a lasting impairment in
value, exceptional amartization is booked to write down net good-
will to the present value. Goodwill arising on the acquisition of
foreign companies is treated as fair value adjustments to the
underlying assets and liabilities of the acquired companies and
translated at the year-end exchange rate.

As regards the 1998 acquisition of ITT Automotive Electrical
Systems, which was partly financed by a share issue, goodwil! on




the portion of the acquisition price funded through eguity was
recorded as a deduction from the related issue premium.

Other intangible assets, primarily patents and software, are
amortized on a straight-line basis over periods corresponding
to the estimated period of benefit.

1.4. Property, plant and equipment

Property, plant and equipment are carried at cost, excluding
interest expense, which is not capitalized. French and foreign
legal revaluations are not reflected in the consolidated financial
statements.

Depreciation is calculated on a straight-line basis over the
estimated useful lives of the assets concerned. The principal
useful lives employed are:

—buildings 20 years
—fixtures and fittings 8 years
—machinery and equipment 410 8 years
—other fixed assets 310 8 years

When projected future earnings show a lasting impairment in
value, a provision is booked to write down property, plant and
equipment to their fair value to the Group.

Assets leased under long-term contracts or other arrangements
which transfer substantially all of the benefits and risks of owner-
ship to the Group, are capitalized and depreciated on the basis
outlined above and the corresponding obligation is recorded as
a liability.

Capital grants received from government agencies to finance
manufacturing investments are written back to income over the
useful life of the corresponding assets.

Repair and maintenance expenses are charged to income when
incurred.

1.5. Investments
Investments in companies carried at cost represent shares
in companies that are not consolidated.

Where appropriate, these investments are written down to
an amount corresponding to their fair value to the Group.

1.6. Inventories

Inventories are stated at the lower of cost or net realizable value.
Cost of work in progress and finished goods includes raw
materials, labor and other direct manufacturing costs on the
basis of normal activity levels. These costs are determined by
the "First in—First out” (FIFO) method which, due to the rapid
inventory turnover rate, approximates the latest cost at the balance
sheet date.

Allowances for obsolescence are recorded where appropriate,
based on the rate of turnover of each inventory.

1.7. Marketable securities
Marketable securities are stated at the lower of cost or market
price.

1.8. Debt issuance costs

Expenditures arising from the issuance of debt are recorded as
a deferred charge and amaortized on a straight-line basis over
the period of debt.

1.9. Pension and other employee benefits

The cost of providing statutory retirement bonuses, supplementary
pension benefits and other post-retirement benefits (payment of
healthcare costs and other benefits) is recognized as an expense
in the period in which the services entitling employees to the bene-
fits are rendered. Provisions are booked for all benefits due to em-
ployees, whether they relate to the pericd of employment, employee
retirement, or post-employment period. The estimated future liabil-
ity is determined at each year-end, taking into account length of
service and the likelihood of each employee remaining with the
Group until the retirement date, or the minimum early retirement
age, in those cases where certain benefit entitlernents vest before that
date. The liability is calculated on an actuarial basis, using assump-
tions concerning future salary levels, retirement age and the return
on plan assets at the year-end. The cumulative effects of changes in
actuarial assumptions are recognized in the statement of income
over the average residual working life of active employees, except for
variances not exceeding 10% of the total obligation or the market value
of plan assets, whichever is higher.

1.10. Product warranty costs
Provision is made for estimated product warranty costs at the time
of sale of the products.

1.11. Research and development expenditures

Research and development expenditures are charged to expense
as incurred. They include all costs related to the development of
new products and systems, and research and development for
existing products.

1.12. Income tax expense

Income taxes reported in the income statement include income
taxes currently payable and deferred income taxes arising from
temporary differences between the tax base and book value
of assets and liabilities. The main temporary differences are relat-
ed to depreciation of property, plant and equipment, provisions
for pension and other employee benefits, other temporarily non-
deductible provisions and to tax loss carryforwards. Deferred
income taxes are accounted for using the liability method applied
to all temporary differences and based on the latest enacted tax
rates.

Recognition of deferred tax assets arising from temporary differences
or tax loss carryforwards is limited to the amount of existing deferred
tax liabilities, unless it appears probable that taxable profits will
be available against which the deferred tax asset can be utilized.




il

(=0
2
bz
2
(@
=
ot
{0
C/ﬂ
=

Taxes payable and tax credits receivable on planned dividend dis-
tributions by subsidiaries are recorded in the statement of income.

1.13. Other income and expenses—net

“Other income and expenses—net” consist primarily of gains and loss-
es arising on divestment of consolidated businesses, costs relating
to personnel downsizing or industrial restructuring plans and excep-
tional assets write-downs.

Costs relating to personne! downsizing or industrial restructuring
plans decided by the Group are provided for as soon as such
costs can be estimated with a reasonable degree of accuracy.

1.14. Foreign currency translation

Transactions in foreign currency are translated using the rate
prevailing at the transaction date or the hedging rate, if any.
Assets and liabilities denominated in foreign currency are trans-
lated at the year-end exchange rate or the hedging rate, if any.
Differences arising from the translation of foreign currency trans-
actions are included in income. As an exception to this rule, dif-
ferences relating ta loans and borrowings which are in substance
an integral part of the net investment in the foreign subsidiary
are recorded for their amount net of tax in consolidated stock-
holders’ equity under translation reserves.

The financial statements of foreign subsidiaries, with the exception
of those aperating in countries with highly inflationary economies,
are transiated as follows:

—assets and liabilities are translated at the year-end exchange rate;

—income statement accounts are translated using the average
exchange rate for the year;

—gains or losses arising from the translation of the financial
statements of foreign subsidiaries are recorded directly as a
separate component (“translation reserves”) of consolidated
stockholders’ equity.

Countries defined as having highly inflationary economies are

those whose inflation rate over three years is in excess of 100%.

For such countries:

-all non-monetary balance sheet and income statement items are
translated into the functional currency using historical rates;

—monetary balance sheet items are translated using the year-
end exchange rate;

-all ather income statement items are translated at the average
exchange rate for the year.

The functional currency is that in which a company's principal
cash flows are denominated or the currency used for consol-
idation purposes.

1.15. Financial instruments

Gains and losses on financial instruments used for hedging pur-
poses are determined and accounted for on a symmetrical basis
with the losses and gains on the hedged items.

This accounting treatment is also applied to financial instruments
acquired as hedges of probable future transactions.

Financial instruments not used as hedges are marked to market
at each year-end and the resulting gain or loss is recognized in
the statement of income.

1.18. Diluted earnings per share

Primary earnings per share are calculated by dividing conso-
lidated net income by the average number of shares outstanding
during the year, excluding the average number of shares held in
treasury stock. (When the letter have been deducted from stock-
holder’s equity.)

Diluted earnings per share are calculated by including the number
of shares that could have been acquired at market price {defined
as the average annual price of Valeo shares), based on the mon-
etary value of the subscription rights attached to outstanding
stock options and warrants. This calculation method serves to
determine the “unpurchased” shares to be added to the shares
of common stock outstanding for the purpose of computing the
dilution. The number of additional shares is therefore determined
by the amount of outstanding stock options and warrants at year-
end, and by the difference between the average annual price of
Valeo shares and the acquisition cost for the stockholder exercising
stock options or warrants.

Consolidated net income is restated for the theoretical amounts
of after-tax income which would have been obtained in the event
of exercise of dilutive instruments, by investing the funds col-
lected at the money-market rate.

2. Cherges it the sccoe of sonselidaiion
The following operations have led to changes in the scope of conso-
lidation used for the Group’s financial statements at December 31,

2001 as compared to December 31, 2000.

2.1. 2001 acquisitions

......

In accordance with the agreements entered into with Snecma,
Valeo acquired Ralentisseurs Telma in March 2001. The
Ralentisseurs Telma business has been consolidated since
March 1, 2001.

Sales since March 1, 2001 amounted to €46 million and the
business has 296 employees.

o Sylee
Valeo acquired for €20 million a further 6.4% of Sylea’s capital in
2001, bringing its total interest in the company o 98.5%.

Valeo then issued a compulsory buyout offer ending on January 28,
2002.

"o
L

In accordance with the agreements entered into in 2000, Valeo
and Bosch Automotive Systems created a joint venture to take
over their Climate Control businesses in China, generating a dilu-
tion gain of €13 million. FAW Zexel Climate Control System,
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contribution from Bosch Automaotive Systems, is accounted for by
the equity method in the consolidated financial statements at
December 31, 2001.

2.2. 2001 disposals

o Filraulo

On October 31, 2001 Valeo sold the entire capital of Filtrauto, a
company which had been consolidated since October 1, 2000
further to Valeo’s September 2000 acquisition of the Labinal
Group's automotive businesses.

Filtrauto's sales amounted to €229 million between January 1
and October 31, 2001, and the company and its subsidiaries
have 2,500 employees.

o Ner-automsiive wiring business

On October 31, 2001 Valeo divested its non-automotive wiring
business.

This business was operated by Sylea subsidiaries which were
acquired in September 2000 and had been consolidated
since October 1, 2000. This business generates annual sales of
€27 million.

o Veizo Trznsmission Ui

Valeo sold Valeo Transmission UK on November 1, 2001. The
company’s sales between January 1 and November 1, 2001
amounted to €13 million, and it has 135 employees.

2.3. Main changes in the scope of consolidation in 2000

o Vzles Unisiz Transmissiens

in March 2000, Valeo acquired a 66% interest in a joint venture
with Unisia Jecs Corporation, specializing in components for
manual and automatic transmissions. Unisia Transmissions
has been consolidated since April 1, 2000. Sales for 2000 (since
April 1) amounted to €79 miltion and the business has
230 employees.

o Yalzo Sysizms Sauth Africa
On March 31, 2000 Valeo set up a joint venture with the South
African Group, Metair, to produce front-end modules. The joint
venture, which is 51% owned by Valeo, contributed €8 million to
consolidated sales in 2000.

o Syiza 2nd Filreulc
On September 6, 2000 Valeo acquired the Labinal Group’s auto-
motive businesses from Snecma.

The acquisition involved several transactions, as follows:

—acquisition of Labinal’s 52.88% controlling interest in Sylea,
Europe’s second largest wiring systems manufacturer, followed
by a public offer to acquire the remaining Sylea shares at the
same price as that paid to Labinal. At the close of the offer
period, Valeo held 92.14% of Sylea’s capital ;

-simultaneous acquisition of the entire capital of Filtrauto, one of
the world's leading automotive filter systems manufacturers.

Sylea and Filtrauto have been fully consolidated in the Group
accounts effective from October 1, 2000.

Sylea and Filtrauto contributed €388 million to consolidated
sales in 2000 and €4 million to consolidated net income.

o Zexe! Valeo Climate Centrel, Valae Zexel Ingine Cocling

On June 25, 2000, Valec and Bosch Automotive Systems (formerly
Zexel Corp), completed a strategic alliance involving the creation
of two jeint ventures in automaotive thermal applications.

The alliance was established through several transactions:

-on July 31, 2000, Valeo acquired a 40% interest in Zexel Valeo
Climate Control Corporation, which manufactures and sells Zexel
air conditioning systems in Japan and Asia, together with Zexel's
global compressor business. These transactions were carried out
concurrently with the acquisition, by Valeo, of Bosch Automotive
Systems' European and American climate control businesses. These
businesses contributed €81 million to consolidated sales in 2000;

~a joint venture, Valeo Zexel Engine Cooling was set up to spear-
head the engine cooling systems business in Asia. This joint
venture is 60%-owned by Valeo and 40% by Zexel Valeo Climate
Control Corporation;

—Bosch Automotive Systems acquired a 7% interest in Valeo
Climatisation, generating a dilution gain of €73 million for Valeo
in 2000.

Zexel Valeo Climate Control Corporation has been accounted for
by the equity method effective fram August 1, 2000.

Valeo Zexel Engine Cooling has been fully consolidated since
August 1, 2000. It had no significant activity during 2000.

The combined purchase price for the above-mentioned acquisitions
amounts to €515 million.
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2.4. Impact of changes in scope of censalidation (Millions of euro) 2001 2001 2000
on the ceonsolidated bhalance sheet pro forma pro forma
The following table reconciles the value, at the date of acquisi- ~ CONDENSED CONSOLIDATED
. . o ) ‘ BALANCE SHEET
tion or disposal, of the assets and liabilities acquired and dis-
posed of in connection with the above transactions to the  Cashand marketable securities 680 1,283 1,051
corresponding cash flows: Accounts and notes receivable 2,327 1,871 1,996
Inventories 753 630 618
isiti ess disnosal
Acquisitions less disposals Goodwill 1,596 1.030 1277
(Millions of euro) 2001 2000 1989 Other fixed assets 2,735 2,457 2,335
Receivables (82) 520 20 Total fixed assets 4,331 3,487 3,612
Inventories @7 162 7 Total assets 8,091 1,271 7,277
Fixed assets* (83) 386 (339) Accounts and notes payable 2,697 2,289 2,432
Goodwill (34) 302 264 Other liabilities 1,329 1,309 718
Other liabilities Provision for contingencies
and deferred income 61 (435) 79 and charges 1,674 1,314 1,118
Other liabilities 190 (181) (250) Stockholders’ equity 2,391 2,389 3,012
Long-term debt - (44) 13 Total liabilities and
stockholders’ equity 8,091 1,271 1,271
Minority interests 8 (39) 5
Stockholders’ equity 48 (70) (835) (Millions of euro) 2001 2601 2000
Cash absorbed by acquisitions pre forma pre forma
(net of cash provided CONDENSED CONSOLIDATED
by disposals) 111 601 {1,036) STATEMENT OF INCOME
Net sales and revenues 10,234 8,537 8,577
* Of which investment in companies at equity.
Gross margin 1,675 1,428 1,632
. . % sales 16.4% 16.7% 19.0%
2.5. Impact of changes in scope of consslidation ° ’ °
and exchange rates on sales and revenues Operating income 388 336 557
. . o, 0, o 0
Group sales rose by 12.2% to €10,234 million in 2001. % sales 8.8% 3.9%  6.5%
Changes in Group structure had a positive net impact of 13.7% and et (oss)/income from
e o consolidated companies (454) (420) 461
exchange rate changes had a positive impact of 0.3%.
Net (loss)/income (591) (520) 366
2.6. Changes in scope of consalidation—pre ferma financial statements ~ ~° S21eS G.8%  (B.1% 4.3%
2001 and 2000 pro forma data have been established excluding
the activities acquired in 2001 and 2000 and the effects of the  (Millions of euro) 2001 2001 2000
disposal of Filtrauto and the non-autcmotive wiring business. pro forma pro forma
Capital expenditure 745 658 623




3. Goodwill
Net goodwill can be analyzed as follows:

(Millions of euro) 2001 2000 1999

Net goodwill, January 1 1,560 1,274 1,006

Acquisitions 41 293 96

Disposals (52) (10) -

Translation adjustment 27 37 93

Adjustments to fair value

of fixed assets and liabilities

of companies acquired

in the preceding year 351 53 168

Recogmition of a portion

of previously unrecognized tax

benefits existing at the date

of acquisition (businesses

acquired prior to 2000) - - (6)
Armortization expense (337) (87) (83)
Net goodwill,

December 31 1,596 1,560 1,274

At December 31, 2001, goodwill related to ITT Automotive Electrical
Systems amounts to €451 million.

In line with the accounting principle described in note 1.3., two-
thirds of this goodwill, corresponding to the portion of the acquisi-
tion financed by the issuance of shares, has been written off to
the extent possible against the related premium of €986 million.
This amount includes the exceptional write-down of VESI goodwill
to take into account the structural difficulties faced by this company
in the current American context and its unfavorable earnings out-
look. The amount of the write-down was determined based on the
total goodwill recognized at the time of acquisition. Out of the total
write-down, €200 million were charged to the income statement
and €305 million to stockholders' equity. The amount charged to
the income statement was prorated to the goodwill originally record-
ed under assets and that charged to stockholders' equity was pro-
rated to the amount originally written off against the share premium.

Net goodwill at December 31, 2001 concerns businesses acquired
by Valeo Climate Control (€231 million), Valec Engine Cooling
(€91 million),Valeo Lighting Systems (€106 million), Valeo Wiper
Systems (€313 million), Valeo Electrical Systems (€123 million), Valeo
Security Systems (€104 million), Valeo Switches and Detection Systems
and Valeo Electronics and Connective Systems (€529 million).

4, Intangibles and property, plant 2nd equipment

4.1, Capital expenditure

(Millions of euro) 2001 2000 1999
Intangibles 21 23 12
Land and buildings 12 89 49
Plant and equipment 528 4886 422
Other property, plant and equipment 118 63 66
Capital expenditure 145 661 549

4.2. Property, plant and equipment

At BAccumu- Net Net Net
cost lated book book book
depre- value value value
ciation
(Millions of euro) 2001 2000 1999
Land 153 (10) 143 146 110
Buildings 862 (399) 463 419 31717
Plant and equipment 3,992 (2,614) 1,378 1,339 1,084
Other 814 (340) 474 472 387
Total 5,821 (3,363) 2,458 2,436 1,958
Land and buildings
under capital leases
included above 38 48 51

3. 'nvestments carried at cost

Investments carried at cost include Valeo's interest in Ichikoh,
acquired in connection with the alliance between Valeo's lighting
systems businesses and Ichikoh Industries.

B. Invesimenis in companies at syuity

Investments in companies at equity at December 31, 2001 include
the 40% interest in Zexel Valeo Climate Control Corporation, a
Japanese company which consolidates the Asian air conditioning
and compressor businesses of Bosch Automotive Systems (formerly
Zexel Corp.).

Equity in net earnings of associated companies takes into account
the effects of contractual clauses.

7. [mventories

(Millions of euro) 2001 2000 1999

Raw materials 345 364 231

Work-in-progress 94 103 81

Finished goods, supplies

and specific tooling 409 420 321

Inventories at cost 848 881 633

Less allowances (95) 81) (88)
Inventories-net 753 806 518

8. Accounts and notes receivable

(Millions of euro) 2001 2000 1999

Accounts and notes receivable 1,865 2,141 1,498

Less allowances (44) (43) (23)
Accounts and notes

receivable-net 1,821 2,098 1,415

75




u
b=
[5e
&
f7a
2
=
“r

9.1. Share capital

() &% Jscaember 37, 2037, share capital totaled €249 million,
represented by 83,056,603 shares of common stock with a par
value of €3 each, all fully paid-up. Shares which have been re-
gistered in the name of the same holder for at least four years carry
double voting rights. At December 31, 2001, 16,282,259 shares
carried double voting rights.

{1} The following changes in capital were recorded iz 2007:

a €0.4 millicn increase from the exercise of stock options, result-
ing in the issuance of 133,200 new shares (par value of €3 per
share), at a total premium of €5 million.

(s} The soovarsion of all culstanding sieck oplisns wauls resuilin
Ya'zc’s share sz23ital being increased to €261 million, represent-
ing 86,934,678 shares.

The following employee stock option plans approved by the General
Stockholders’ Meeting and implemented by the Boards were in
progress at December 31, 2001:

At the time of acquisition of ITT Automotive Electrical Systems,
goodwill on the portion of the acquisition price funded through
equity (€957 million in 1998 and €29 million in 1999) was record-
ed as a deduction from the issue premium.

9.3. Translation reserves

The translation reserve at December 31, 2001 primarily includes
gains and losses arising from the translation of the net assets of the
US, Mexican, Brazilian, Swedish, Czech and Japanese subsidiaries.

9.4. Retained earnings

Consolidated retained earnings comprise net income for the year
before appropriation of €0.675 per share (total of €56 million)
to dividends proposed at the General Stockholders’ Meeting
(2000 dividend €1.35 per share, i.e. a total of €112 million;
1999 dividend €1.5 per share, i.e. a total of €124 million).

Distribution by the parent company of the balance of its retained
earnings (€584 million after appropriation of 2001 net income)
would result in additional tax of €119 million.

Year in which Number Subscription Number Expiration <A
P Brateieng ﬂr\:u]meMnrm@ 4 charzes
plan was of shares  price {eurc)” of opticns  of exercise e visicns o : al TCL‘J
set up subject cutstanding period
to opticns at Dee. 31, (Millions of euro) 2001 2000 1899
2001 Provisions for

1996 277, 128 44.50 277, 125 2002 reorganization expenses 740 488 647
1997 300,000 58.69 223,450 2003 Provisions for pension benefits

and retirement indemnities 607 563 454
1998 450,000 72.87 295,750 2003 -

Provisions for product warranties 99 74 65
1999 150,000 67.40 68,250 2004 -

Capital grants 14 12 10
1999 850,000 70.32 635,250 2004/2008 — - -

Other provisions for contingencies
2000 50,000 60.70 50,000 2006 and charges 214 135 181
2000 1,300,000 48.00 1,169,750 2006/2008 Provisions for contingencies

and charges 1,674 1,292 1,352
2000 36,625 54.52 35,625 2006

Current portion 776 631 537
2001 80,000 §5.82 80,000 2009
2001 600,000 42.48 600,000 2008 L L.

10.1. Provisions for recrganization expenses
2001 442,878 42.69 442,875 2008 Provisions for recrganization expenses correspond to a series of
Total 4,535,625 3,878,075 measures adopted by the Group, the primary objectives of which

(1) Equal to 100% of the average quoted price of Valeo shares for twenty trading days
preceding the Board Meeting at which the options were granted.

{0} At the Extraordinary General Meeting of May 25, 2000, the
Board of Directors was authorized to issue various financial
instruments. This authorization was transferred to the Management
Board at the General Meeting of May 9, 2001. No use had been
made of the long-term financing possibilities offered by these
authorizations at December 31, 2001.

9.2. Additional paid-in capital

Additional paid-in capital represents the net amount received,
either in cash or in assets, in excess of the par value on issuance
of Valeo shares.

are the centralization of production in a reduced number of spe-
cialized industrial plants and the modernization of production
equipment,

During 2001, the Group stepped up its reorganization program by
implementing restructuring measures in relation to certain busi-
nesses as well as a global downsizing plan involving the elimina-
tion of 5,000 jobs worldwide.

Provisions for reorganization expenses mainly include:

—€317 million for employee restructuring measures and produc-
tion rationalization costs at the Rochester site:

—costs of downsizing plans and industrial restructuring measures
at both French and foreign sites.




These include specific severance payments (CATS) applicable at
certain French sites, in accordance with the industry agreement
signed in March 2001,

Changes in provisions for reorganization expenses can be ana-
lyzed as follows:

(Millions of euro) 2001 2000 1999

Provisions at January 1 488 6417 265

Expenses charged to the provisions

during the year (210) (247) (103)
Impact of change in the scope

of consolidation (D) 70 13

Translation adjustments 12 15 28

Increase recorded against goodwill 142 16 148

Provisions for the year-net 375 (13) 295

Provisions at December 31 140 488 641

10.2. Provision for pension and other employee bhenefits
The Group’s main pension commitments concern its French,
German, American and ltalian subsidiaries.

The French companies are subject to two types of obligations, which
are due and paid only after employees retire from the company:
~statutory retirement bonuses;

-supplementary pension benefits: since 1987, pension contributions
have been made to an external insurance fund, which in turn makes
payments to the retirees. The Group continues to pay pensions to
employees who retired before 1987.

The American companies provide their employees with pension benefits
and pay some of their medical and life insurance costs. They make
contributions to outside funds that manage all or part of these benefits.

The German companies grant supplementary pension benefits
to their employees. The related obligations are not externally funded.

These costs are accounted for in accordance with the method
described in note 1.9.

The ltalian companies are required by law to pay contract
termination indemnities to their employees. At each year-end, the
vested rights of employees are valued in accordance with legal
provisions and are provided for in full.

Other foreign subsidiaries provide for pension benefits and
retirement indemnities based on actuarial evaluations which take
into account local economic conditions.

Assumptions regarding mortality rates, employee turnover and future
salary levels take into account the specific economic conditions of
each country or Group company. Interest rates used in 2001 to com-
pute the discounted present value of future commitments generally
ranged from 3% to 7.10% depending on the country.

The Group’s pension and other employee benefits obligations can

be analyzed as follows:

France Other Nozth Other
European Hmerica countries

(Millions of euro) counfries
Obligations at January 1 110 253 215 21
Service cost 7 11 21 3
Interest expense 7 12 22 -
Benefits paid an (18) €8} 4
Changes in assumptions (13) 15 52 -
Plan amendments 13 (@) - -
Impact of changes in scope
of consolidation (4) (6) - -
Translation adjustments - - 17 -
Obligations
at December 31 109 268 380 20
Less: plan assets at fair value (1) (33) 91) -
Less: actuarial gains
and losses 5 D 43) -
Provisions at December 31 113 228 246 20

Changes in provisions for pension and other employee benefits

are as follows:

France Other North Other
Furopean America countries

(Millions of euros) countries
Provisions at January 1 107 230 206 21
Expenses charged
to the provisions
during the year (1) (18) (4) 4)
Impact of changes
in scope of consolidation 4) (6) - -
Other - [€))] 1) -
Translation adjustments - - 12 -
Provisions for the year
(expense):
« Service cost 7 11 21 3
* Interest expense 7 12 22 -
+» Other items 7 - 7 -
» Return on plan assets - 3) 3 -
Provisions
at December 31 113 228 246 20
O/w short-term 11 18 4 4
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The portfolio of marketable securities at December 31, 2001
primarily consists of money market mutual funds, the market value
of which is close to their book value.

Short-term loans represent amounts originally due within one year.

At December 31 {1} The we'ghed average inlerest r2ie an nat fnfehlelnass was
(Millions of euro) 2001 2000 1998 5.9% in 2001 (4.8% in 2000 and 3.2% in 1999).
Marketable securities (219) (111) (1,038)
(aY Ne oz e’ i
Cash (461) (265) (218) {3} Netcas dezssiis are at variable rates. ‘
At December 31, 2001, 80% of long-term debt was at fixed rates
Total (680) @78)  (1319) (8% at December 31, 2000 and 17.3% at December 31, 1999),
Short-term debt 634 581 678 following the €500 million fixed-rate bond issue carried out by
Cash and cash Valeo in July 2001,
equivalents (46) 205 (638)
Long-term debt 676 198 169 11.2. Analysis of net indebtedness by currency
Current maturities Net indebtedness, including the impact of hedges, can be analyzed
of long-term debt 19 27 11 as follows by currency:
Long-term loans [¢))] (¢))] 6)
(Millions of euro) 2001 2000 1989
Net indebtedness/
(cash and cash equivalents) 648 426 (464) Euro zone currencies 908 443 (340)
US dollar (203) (35) (40)
Other currencies (87) 18 (84)
Total 648 426 (464)

11.3 Long-term debt

Long-term portion

Current portion

(Millions of euro) 2001 2000 1999 2001 2000 1998
Bonded loan 500 - - - - -
Bank loans 156 165 136 11 19 8
Lease obligations 18 28 33 7 1 3
Other loans

Commercial paper 2 2 - 1 1 -
Total long-term debt 618 195 169 19 27 11

Long-term debt includes:

—two fixed-rate syndicated loans in an amount of €127 million, due on June 24, 2005, and managed using variable rate swaps on a

notional value equal to the total amount of the loans.

—€500 million worth of five-year fixed-rate bonds issued by Valeo on July 13, 2001, repayable in full at maturity. The interest rate on
these bonds is 5.625% of the nominal amount and coupons are payable annually, as from July 13, 2002. This loan was issued in accord-
ance with authorizations given by General Meeting of May 27, 1998.




11.4. Maturities of long-term debt (at December 31, 2001)

(Millions of euro) 2003 2004 2005 2006 2007 2008 and Total
beyond

Bank loans 18 11 129 501 1 1 658

Lease obligations 5 3 4 3 1 2 18

Total 20 14 133 504 2 3 676

At December 31, 2001, Valeo has obtained several confirmed lines of credit with an average maturity of more than three years,

for a total of €1.2 billion.

11.5. Total short-term debt

13. Other financial income and expenses—net

(Millions of euro) 2001 2000 1999 (Millions of euro) 2001 2000 1999
Short-term loans and overdrafts 150 217 233 Forej_gn exchange gains
Commercial paper 483 362 444 and losses-net ) 2 (10)
Accrued interest 1 5 1 Subsidiaries operating

in highly inflationary countries:
Total short-term debt 634 581 678 translation adjustment

on monetary assets

and liabilities (note 1.14.) (5) @) @)
12. Number of empioyees and operating expenses Other financial expenses (8) 1 4

Other financial income

2001 2000 1999 and expenses-net (15) 1 (8)

Total employees @ 70,000 75,200 51,700

14. Cther income and expenses—net
The statement of‘operatlons pre§ent§ operatmg expenses by (Millions of euro) 2001 2000 1999
substance. Operating expenses primarily include:

Gains (losses)

on disposals of shares
(Millions of euro) 2001 2000 1999 in consolidated or equity-

" accounted companies
Personnel costs 2,601 2,258 1,924 (notes 2.1.and 2.2.) (33) 73 858
Rent 55 30 31 Exceptional goodwill amortization (217) - -
Depreciation and amortization: Reorganization expenses (447) (12) (311)
» property, plant and equipment 534 451 396
+ intangibles 16 13 12 Other expenses-net 41) (22) (120)
. Other income

(1) Inclucing temporary stafl and expenses-net (738) 39 4217

The increase in operating expenses in 2001 mainly reflects the
full-year consolidation of acquisitions carried out in 2000.

Other income and expenses, net mainly include:

—costs of the Rochester plant reorganization plan and exceptional
asset write-downs, for a total of €526 million;
—costs relating to the accelerated pace of Group restructuring.
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15.1. Income tax expense

(Millions of euro) 2001 2000 1998
Current taxes (62) (83) (308)
Deferred taxes 20 (9) 74
Income tax expense {42) {142) {23%5)

15.2. Effective tax rate

The difference between the French standard corporate income
tax rate and the effective rate of tax paid by the Group can be ana-
lyzed as follows:

(% of income before tax) 2001 2000 1998
Standard tax rate in France (36.4%)  (37.8%)  (40.0%)
Impact of:

* income taxed at other rates (9.4%) 3.5% 18.2%
» unutilized tax losses

(current year) and

unrecognized deferred

tax assets 64.0% (8.7%) (8.2%)
o utilized tax losses (prior years) (6.4%) 3.7% 0.6%
- permanent differences

between book income

and taxable income (1.1%) 11.5% 1.8%
* tax credits (0.7%) 2.5% 1.2%
Effective Group tax rate 10.0% (23.3%) (26.4%)
15.3. Deferred tax assets/liabilities

At December 31

(Millions of euro) 2001 2000 1998
Long-term assets 124 99 62
Short-term assets 85 79 166
Short-term liabilities (27) (56) (63)
Net deferred tax assets 152 122 165

15.4. Loss carryforwards and extracrdinary credits

The extraordinary credits corresponding to the future tax benefits
resulting from the utilization of accumulated tax loss carryforwards
and other unrecognized deferred tax assets represent a potential asset
of €412 million at December 31, 2001 (€168 million at December 31,
2000 and €105 million at December 31, 1999). These credits will be
recognized only when they are certain to be recovered.

They can be analyzed as follows:

Base Potemtial
At December 31 tax
(Millions of euro) saving
Expiration date:
20032 to 2005 60 22
Expiration date:
2006 and beyond 223 79
Available indefinitely 65 21
Current tax loss
carryforwards 348 122
Unrecognized
deferred tax benefits 290
Total tax loss
carryforwards 412

15.5. Group tax relief
Valeo SA and its main French subsidiaries have elected to qualify
for group tax relief for the years 1998 to 2002.

The Group’s foreign subsidiaries have alsc elected to apply for
group tax relief or similar schemes, wherever this is allowed under
local tax law (Germany, Spain, the United Kingdom and the United
States).

18.1. Lease commitments
Minimum future rentals payable under non-cancelable leases with
original terms in excess of one year can be analyzed as foliows:

At December 31

(Millions of euro) 2001 2000 18¢¢
Commitments under:
» operating leases 8 2

e finance leases 34 40 54

18.2. Claims and litigation

Known claims and litigation involving Valeo or its subsidiaries have
been reviewed by legal counsel as of the date of these financial
statements. Based on the advice of counsel, all necessary provi-
sions have been made to cover the estimated contingencies and
potential losses.

To the best of Valeo’s knowledge, no exceptional events have
occurred that are likely to have a material impact on the busi-
ness, financial position, results or assets and liabilities of the
Company or the Group.




17. O%-balance sheel finenciz! nslrumanis

The Group companies' exposure to exchange rate, interest rate
and commodity price risks on current and probable future trans-
actions, financial assets and liabilities and commodity purchases
is hedged primarily with Valeo SA, which in turn hedges the Group’s
net positions.

The Group minimizes its exposure to counterparty risk by means
of hedging instruments traded on organized and over-the-counter
markets and by dealing solely with first-rate banks and financial insti-
tutions.

17.1. Hedging of foreign currency risks

The Group hedges all future operating, investing and financing
transactions in foreign currencies over periods generally not exceed-
ing six months, thereby hedging all foreign currency debts and
receivables carried in the balance sheet.

At December 31, 2001, 2000, and 1999, the Group’s hedging
commitments were as follows ¥

(Millions of euro, Total currencies

at hedging rate) 2001 2000 1999
Foreign currency

debts and receivables - 40 37

Forward sales (74) (59) (82)
Forward purchases 70 50 43

Options (1) - (8}
Hedged future

transactions (5) 31 (3)

(1) Excluding euro-zone currencies.

17.2. Hedging of interest rate risks
Financial assets and liabilities exposed to interest rate risks are
analyzed in note 11.1.

17.3. Hedging of commodity risks
The Group hedges its future purchases of base metals (aluminum,
copper and zinc) over periods generally not exceeding six months.

At December 31, 2001, commodity price risks were hedged by
forward purchases totaling €65 million.
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18. Segment reperting
18.1. Divisions
(Millions of euro) Sales® Capital Employees

expenditures

for the year

2001
Transmissions 982 59 4,460
Climate Control 1,811 90 6,920
Engine Cooling 1,332 83 6,550
Lighting Systems 1,172 80 1,770
Electrical Systems 854 126 4,780
Wiper Systems 1,377 88 1,910
Motors and Actuators 665 32 3,570
Security Systems 650 31 3,820
Switches and Detection Systems 783 88 6,570
Electronics and Connective Systems 1,141 66 16,300
Distribution 476 6 960
2000
Transmissions 856 12 7,190
Climate Control 1,410 83 7,520
Engine Cooling 1,351 88 6,830
Lighting Systems 1,129 16 7,760
Electrical Systems 779 96 4,440
Wiper Systems 1,397 82 7,650
Motors and Actuators 717 38 4,070
Security Systems 663 33 4,320
Switches and Detection Systems 314 43 6,510
Electronics and Connective Systems 421 24 17,730
Distribution 483 6 930
1988
Transmissions 683 68 4,590
Climate Control 1,229 12 6,780
Engine Cooling 1,179 11 6,260
Lighting Systems 1,040 88 7,520
Electrical Systems 586 51 4,130
Wiper Systems 1,285 80 1,330
Motors and Actuators 683 28 4,620
Security Systems 611 35 4,310
Electronics 470 38 4,440
Distribution 526 12 1,300

(1) Before elimination of sales between divisions.




18.2. Geographical areas of production

Sales Capital Employees
(Millions of euro) Third Sales hetween Total expenditure
parties geographical
areas
2001
France 3,564 496 4,060 285 22,900
Other European countries 3,563 300 3,863 248 23,400
North America 2,318 42 2,360 104 10,800
South America 274 9 283 33 2,300
Asia 494 9 503 47 3,400
Africa 21 300 321 28 7,200
Eliminations - (1,156) (1,186) - -
Total 10,234 0 10,234 745 10,000
2000
France 2,845 4086 3,251 241 25,200
Other European countries 2,918 197 3,112 205 26,100
North America 2,558 23 2,581 132 11,500
South America 277 7 284 28 2,400
Asia 509 9 518 50 3,400
Africa 16 68 84 5 6,600
Eliminations - (710) (710) - -
Total 9,120 0 9,120 661 15,200
1999
France 2,538 325 2,863 228 18,900
Other Ewropean countries 2,420 145 2,565 158 15,400
North America 2,313 2 2,315 1258 12,200
South America 197 4 201 25 2,100
Asia 243 4 247 13 2,700
Africa 8 - 6 - 400
Eliminations - (480) (480) - -
Total 1,717 0 1,717 549 51,700
The figures above are by ariginal areas of production and not by market.
Sales by geographical market are as follows:
France Other North South Asia Africa Consoli-
European BEmerica America dated
(Millions of euro) countries
2001 2,462 4,428 2,417 312 559 56 10,234
2000 1,830 3,725 2,658 311 551 45 9,120
1999 1,603 3,165 2,404 220 293 32 7,717
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2001 2000 2001 2000
Companies Coun- % voting % in- % in- Companies Coun- % voting % in- % in
tries rights terest terest {ries rights terest terest
“Transmissions o T Valeo SpA® Italy 99.8 89.9 99.9
Valeo® France parent company Valeo Autosystemy ™ Poland 100 100 100
Filtrauto France - - 100 Valeo Engine Cooling AB Sweden 100 100 100
Efficience France - - 100 Valeo Systems South Africa South Africa 51 51 51
Valeo Espafia Spain 100 100 100 Valeog, Inc. USA 100 100 100
Valeo Materiales de Friccion Spain 100 100 100 Valeo Nova Scotia Canada 100 100 100
Filtrauto Iberica Spain - - 100 Valeo Sistemas Automotivos Brazil 100 100 100
Valeo SpA ltaly 89.9 99.9 99.9 Valeo Termico Argentina Argentina 100 100 100
Filtrauto Italia Italy - - 100 Valeo Termico Mexico 100 100 100
Valeo Transmission UK - - 100 Valeo Tek, Inc. South Korea 100 100 100
Filtrauto UK UK - - 100 Valeo Zexel Engine Cooling Japan 76 74.9 74.9
Filtrauto GmbH Germany - - 100 ' Idighiing Systems T i T
Filtrauto BV Netherlands - - 100 Valeo Vision France 100 100 100
Valeo Autosystemy @ Poland 100 100 100 Valeo Auto Electric KG® Germany 100 100 100
Filtrauto Slovenya Slovenia - - 100 Valeo Beleuchtung Deutschland  Germany 100 100 100
Valeo Otomotiv Valeo Vision Belgique Belgium 100 100 160
Sistemleri Endutrisi Turkey 100 100 100 Valeo lluminacién Spain 99.7 99.7 99.7
Valeo Embrayages Tunisia 100 100 100 Valeo SpA® Italy 99.9 99.9 99.9
Valeo, Inc. @ USA 100 100 100 Valeo Sylvania LLC ® USA 50 50 50
Valeo Friction Materials, Inc. USA 100 100 100 Valeo Sisternas Automotivos Brazil 100 100 100
Valeo Sistemas Automotivos ® Brazil 100 100 100 Cibie Argentina Argentina 100 100 100
Valeo Embragues Argentina Argentina 68 68 68 Valeo Sylvania [luminacién © Mexico 80 50 50
Emelar Argentina 100 68 68 Hubei Valeo Autolighting China 51 51 51
Integral Argentina - - 100 'Electrical Systems e
Valeo Materiales de Friccion Valeo Equipements
de Mexico Mexico 100 100 100 Electriques Moteur France 100 100 100
Valeo Pyeong Hwa South Korea 50 50 80 Valeo Four Seasons France 50 50 50
Valeo Pyeong Hwa Distribution  South Korea 50 50 50 Telma France 100 100 -
Valeo Unisia Transmissions Japan 66 66 66 Telma Retarder Espafia Spain 100 100 -
Nanjing Valeo Clutch China 50 80 50 Valeo Electrical Systems UK 100 100 100
Amalgamations Valeo Clutch India 50 50 50 Telma Retarder Ltd UK 100 100 -
Valeo Friction Materials India India 60 60 80 Telma Retarder Italia Italy 100 100 -
_Climate Control . o Telma Retarder Deutschland Germany 100 100 -
Valeo Climatisation® France 93 93 93 Valeo Otomotiv
Valeo Electronique France 100 100 100 Sistemleri Endutrisi” Turkey 100 100 100
Plastic Omnium Valeo Interiors® France 50 50 50 Telma Retarder, Inc. USA 100 100 -
Valeo Klimasysteme Germany 100 93 93 Telma Retarder Mexico SA de CV Mexico 100 100 -
Thermal Werke Beteiligungen KG Germany - - 93 Valeo Systemas Electricos® Mexico 100 100 100
Valeo Autoklimatizace Czech Rep. 100 93 93 Valeo Sistemas Automotivos @ Brazil 100 100 100
Valeo Vymeniky Tepla Czech Rep. 100 93 93 Telma Retarder
Valeo Climatizacién Spain 100 93 93 do Brasil Comercial Brazil 100 100 -
Valeo Sistemi di Valeo Mando Electrical
Climatizzazione SpA Italy 100 93 93 Systems Korea Ltd South Korea 100 100 100
Valeo Climate Control Ltd UK 100 93 93 Shanghai Valeo Automotive
Valeo Climate Control Corp. USA 100 93 83 Electrical Systems® ~ China 30 30 30
Valeo Acustar Thermal Systems USA 51 47.4 47.4 Wiper Systems S L oL
Valeo Holding Climatizacio Brasil Brazil _ _ 93 Valeo Systémes d'Essuyage France 100 100 100
Valeo Climatizaco Brasil Brazil 100 93 93 Paul Journee France 100 100 100
Mirgor ® Argentina 50 24.2 24.2 Valeo Auto Electric KG¥ Germany 100 100 100
Interclima @ Argentina 50 24.2 24.2 Valeo Shalter und Sensoren ™ Germany 100 100 100
Valeo Climate Control de Mexico Mexico 100 93 93 Valeo Auto Electric Wisher
Valeo Automotive und Motoren® Germany 100 100 100
Air Gonditioning Hubei China 55 30.7 51.1 Valeo Auto Electric Hungary @ Hungary 100 100 100
FAW Zexel Climate Control Syst. China 365 204 - Valeo Sistemas Electricos Spain 100 100 100
Zexel Valeo Climate Control ® Japan 40 37.2 31.2 Valeo Wiper Systems Ltd UK 100 100 160
“Engine Cooling T o - o Valeo Autosystemy @ Poland 100 100 100
Valeo Thermique Moteur France 100 100 100 Valeo Investments Holding USA 100 100 100
Valeo Plastic Omnium France 50 50 _ Valeo Electrical Systems ® USA 100 100 100
Valeo Termico ™ Spain 100 100 100 Valeo Sistemas Electricos® Mexico 100 100 100
Valeo lluminacion Spain 99.7 997  99.7 Delmex de Juarez ™ Mesxico 100 100 100

Valeo Sistemas Automotivos Brazil 100 100 100

Valeo Plastic Omnium Spain 50 50




2001 2000 2001 2000

Companies Coun- % voting % in- % in Companies Coun- % voting % in- % in
tries rights terest terest tries rights terest terest
Valeo Wenling EKO Slovenia 100 97.4 91
Automotive Systems China 58 88 55 Nursan OK® Turkey 40 39.4 36.9
Valeo Shanghai Automotive Nursan ED @ Turkey 40 39.4 36.9
Electric Motors China 50 50 50 Cablea Tunisia 100 97.7 az.1
[Motors and Actuators L 1 sre Tunisia 100 985 921
Valeo Systémes d’Essuyage France 100 100 100 Sylea Tunisia 100 98.5 g2.1
Valeo Auto Electric KG Germany 100 100 100 Cabelec Morocco 100 98.5 92.1
Valeo Shalter und Sensoren '’ Germany 100 100 100 CFCA Morocco _ _ 92.1
Valeo Auto Electric Wisher Cablinal Morocco 100 985 92l
und Motoren® Germany 100 100 100 Cablea Morocco 100 98.5 9.1
Valeo Termico ® Spain 100 100 100 Sylea Bousnika Morocco 100 98.5 92.1
Valeo Componentes Automoviles Spain 100 100 100 TCA® Argentina 20 19.7 18.4
Valeo Electrical Systems ® USA 100 100 100 TCA® Brazil 20 19.7 18.4
Delmex de Juarez Mexico 100 100 100 Sylea Autolimited India 100 985  sal
Valeo Automotivg Electrical ‘ Distribution l
Systems de Mexico Mexico 100 100 100 SR
: , ) Valeo Distribution France 100 100 100
| Security Systems ~ Equipement 7 France 100 100 100
Valeo Sécurité Habitacle France 100 100 100 .
Valeo Electronique France 100 100 100 Valeo D%strfbut%on Deut.schland Gerxtnany 100 100 100
Antivols Simplex France 100 100 100 Valeo D%strfbun.o'n Belgique Belg-nque 100 100 100
Valeo Sicherheits Systeme GmbH Germany 100 100 100 Valeo Dllstnbu_cwn Spain 100 100 100
Valeo Sistemas Valeo Ricambi SpA Italy 100 89.9 89.9
de Seguridad y de Cierre Spain 100 100 100 Valeo Dystrybucja Poland 100 100 100
Valeo Sicurezza Abitacolo Italy 100 99.9 98.9 Valeo Distribution Nederland Netherlands 100 100 100
Valeo Security Systems Ltd UK 100 100 100 Valeo Distribution UK Ltd UK 100 100 100
Valeo Autosystemy Poland 100 100 100 Valeo Otomotiv Dagitim Turkey 100 100 100
Valeo Neiman Argentina Argentina 100 100 100 Valeo Aftermarket, Inc. UsA 100 100 100
Valeo Termico ® Mexico 100 100 100 Valeo Sistemas Automotivos Brazil 100 100 100
Valeo Sistemas Automotivos®  Brazil 100 100 100 .Holding Companies ]
[ Switches and Detection Systems ] Valeo® France parent company
Valeo Electronique France 100 100 100 Valeo Management Services France 100 100 100
DAV ® France 100 98.5 92.1 Société de Participations Valeo  France 100 100 100
SC2N France 100 98.5 92.1 Valeo Finance France 100 100 100
Sylea Italia® Italy 100 98.5 92.1 Valeo Bayen France 100 100 100
Valeo Shalter und Sensoren®  Germany 100 100 100 Valeo Thermique Habitacle France 100 100 100
Valeo Auto Electric KG Germany 100 100 100 Financiere Cablea France 100 %85 s2.1
Valeo Auto Electric Hungary®  Hongrie 100 100 100 Valeo Helding
DAV Tunisia 10 985 92l ‘D,:;fi’}:x:zn";}{ Germany 100100 100
Valeo Switches and .
Detection Systers, Inc. UsA 100 100 - Beteiligung GmbH Germany 100 100 100
Valeo Sistemas Electronicos  Mexico 100 100 100 X‘Zig ij::;’l:;‘dmg GmbH - Germany 100100 100
Dav Argentina 100 985 982 Beteiligungs GmbH Germany 100 100 100
| Electr‘onics and Connective Systems J Valeo Grundvermogen
Valeo Electronique France 100 100 100 Verwaltung GmbH Germany 100 100 100
Sylea ) France 985 885 ezl Valeo Espafia® Spain 100 100 100
Valeo Liaisons Electriques France 100 98.5 92.1 Valeo SpA® Italy 99.9 99.9 99.9
CFCA PMS France - - sl Coreval Luxembourg 100 100 100
Cablea France 100 985 92l Valeo International Holding Netherlands 100 100 100
Dave France 100 88.5 2.1 Valeo Holding Netherlands Netherlands 100 100 100
SC2N France 100 98.5 92.1 Valeo UK Ltd UK 100 100 100
Valeo Sistemas , Valeo, Inc. USA 100 100 100
de Conexion Electrica Spain 100 %85 92l Valeo Electrical Systems USA 100 100 100
Cablinal Portuguesa Portugal 100 88.5 92.1 Valeo M&S USA 100 100 _
Cablagens do Ave Portugal 100 98.5 92.1 Valeo Sistemas Automotivos @ Brazil 100 100 100
Sylea ltalia® ltaly 100 988 v2.1 1 Tevere® Argentina 50 46.5 46.5
Cavisud ltaly 100 885 92l Valeo Zexel China Climate Control China 558 558 -
Cablauto Italy 100 88.8 92.1
Sylea GmbH Germany 100 88.5 g2.1
Labauto Ltd UK 100 98.5 92.1 (1) Company operating in several segments.
Sylea Tchequia Czech Rep. 100 98.5 82.1 (2) Company accounted for by the equity method.
Sylea Poland Poland 100 98.5 92.1 (3) Company accounted for by the proportional method.
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(Translated from French into English)

In compliance with the assignment entrusted to us, we have audited the consolidated financial statements of Valeo expressed in euro
for the years ended December 31, 2001, 2000 and 1999 presented on pages 66 through 85 of this document. These consolidated finan-
cial statements have been approved by the Management Board. Our role is to express an opinion on these financial statements based
on our audit.

We conducted our audit in accordance with the International Standards on Auditing as defined by the International Federation of
Accountants. Those Standards require that we plan and perform the audit to obtain reasonable assurance about whether the conso-
lidated financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audit provides
a reasonable basis for our opinion.

In our opinion, the consolidated financial statements give a true and fair view of Valeo and its subsidiaries’ financial position and their
assets and liabilities as of December 31, 2001, 2000 and 1999, and of the results of their operations for each of the three years in the
period ended December 31, 2001 in accordance with the accounting principles generally accepted in France.

We have also reviewed the information given in the Group’s management report. We have no comments as to its fair presentation and

its conformity with the consolidated financial statements.

Paris, January 31, 2002

The Independent Auditor The Statutory Auditors

PRCOAATERHOUSE(COPERS B

Coopers & Lybrand Audit RSM Salustro Reydel

Serge Villepelet Edouard Salustro Jean-Pierre Crouzet




1. Legal provisions

Corporate name and registered office
The name of the company is Valeo.
Its registered office is at: 43, rue Bayen-75017 Paris.

Legal form and governing law

Valeo is a French joint-stock company (socigté anonyme) with a
Management Board and a Supervisory Board, governed by the
provisions of book Il of the Commercial Code and decree 67-236
of March 23, 1967.

Date of incorporation and term

The company was incorporated on February 10, 1923 and
its term of existence was extended for a further 99 years on
February 10, 1972,

Corporate purpose
The corporate purpose is as follows (article 3 of the bylaws):

The research and development, manufacture, sale, trading or sup-
ply of any products, equipment or services for industry and business
purposes which may be manufactured, finished or developed by the
company’s factories or which may interest its customers;

Operations of any nature whatsoever (industrial, commercial, finan-
cial, investment, acquisition, disposal etc) directly or indirectly
related to the company purpose or designed to facilitate the deve-
lopment or realization thereof.

Registration particulars
The company is registered at the Paris Companies Registry under
number 552 030 967.

Fiscal year
The company's fiscal year covers a period of twelve months from
January 1 to December 31.

Consultation of legal documents
Legal documents pertaining to the Company may be consuited at
the registered office.

Auditors

Statutory Auditors

- Coopers & Lybrand Audit, represented by Serge Villepelet
- 32, rue Guersant-75017 Paris.
First appointed: May 27, 1998.
Term of office: 6 years, expiring at the General Shareholders’
Meeting held to examine the 2003 financial statements.

- RSM Salustro Reydel, represented by Edouard Salustro and
Jean-Pierre Crouzet-8, avenue Delcassé-75008 Paris.
First appointed: May 27, 1998.
Term of office: 6 years, expiring at the General Shareholders’
Meeting held to examine the 2003 financial statements.

WYl D ele oy e

Edouard Selustro and Jean-Pierre Crouzet were appointed
Statutory Auditors for a six year term at the June 16, 1992 General
Shareholders’ Meeting.

Alternate Statutory Auditors
—Pierre Riou-32, rue Guersant-75017 Paris..
First appointed: May 27, 1998.
Term of office: 6 years, expiring at the General Shareholders’
Meeting held to examine the 2003 financial statements.
—Jean-Louis Mullenbach-8, avenue Delcassé-75008 Paris.
First appointed: May 27, 1998.
Term of office: 6 years, expiring at the General Shareholders’
Meeting held to examine the 2003 financial statements.

Independent auditor
—PricewaterhouseCoopers (formerly Coopers & Lybrand) has been
the Independent Auditor of the Valeo Group since 1987.

Appropriation and distribution of earnings-Dividends

Distributable income is composed of net income for the year minus
prior losses and amounts appropriated to the legal reserve, plus any
income carried forward. The General Shareholders’ Meeting may
decide, subject to the provisions of the law, to distribute amounts
taken from reserves.

The Management Board, with the approval of the Supervisory
Board, may decide to distribute an interim dividend before the
financial statements are approved.

The General Shareholders’ Meeting called to approve the financial
statements may offer each shareholder a stock dividend alternative
representing all or part of the dividend, or interim dividend.

Dividends unclaimed after a period of five years from the date they
were made payable shall fall to the French government.

General Shareholders’ Meetings
General Shareholders’ Meetings are called as prescribed by French
law.

In order to be entitled to attend General Meetings, holders of regis-
tered stock must have their shares recorded in the Company’s register
at least five days prior to the date of the meeting. Holders of bearer
stock must send evidence of their title to the shares to the place stated
in the notice of the meeting, in the form of a certificate issued by the
bank, broker or other intermediary that manages their stock account.

Effective from the June 1992 General Shareholders’ Meeting, the
statutory period during which stock registered in the name of a
shareholder must be held to entitle said holder to double voting
rights is four years.
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2.1. Executive Management

The Group Executive Management includes the Chairman and
members of the Management Board, the members of the
Management Committee and the heads of the Group's divisions.

Executive Management:

Management Board:

Thierry Morin

Chairman of the Management Board

First appointed: May 9, 2001

Term of office expiring: May 9, 2005

Other positions held:

Chairman of: Société de Participations Valeo, Valeo Bayen, Valeo
Distribution, Valeo Finance, Valeo Thermique Habitacle, Valeo
Espafia, SA, Valeo Holding Netherlands BV, Valeo SpA, Valeo Japan
Co. Ltd, Valeo (UK) Limited, Valeo International Holding BV.

Legal manager of: Valeo Management Services, Valeo Germany
Holding GmbH, Valeo Grundvermégen Verwaltung GmbH, Valeo
Holding Deutschland GmbH, Valeo Verwaltungs-beteiligungs GmbH.
Director of: Sylea, Valeo Climatisation, Valeo Distribucion, SA, Valeo
lluminacion, SA, Valeo Neiman Argentina, SA, Valeo Sécurité
Habitacle, Valeo Services Limited, Valeo Termico, SA.

Luc Blériot

Member of the Management Board

Senior Vice-President, Electrical and Electronics Activity

First appointed: May 8, 2001

Term of office expiring: May 8, 2005

Other positions held:

Chairman of: Valeo Electrical Systems, Inc., Valeo-Wenling
Automotive Systems Company Limited.

Vice-Chairman of: Valeo Shanghai Automotive Electric Motors &
Wiper Systems Co. Ltd.

Legal manager of: Valeo Auto-Electric Beteiligungs GmbH.
Director of: Sylea, Valeo Services Ltd, Valeo Investments Holding, Inc.

2Q

Bernard Geymond

Member of the Management Board

Vice-President, Human Resources and Administrative Affairs
First appointed: May 9, 2001

Term of office expiring: May 9, 2005

Other positions held:

Director of: Valeo Bayen, Valeo Sécurité Habitacle, Vaieo (UK)
Limited.

Géric Lebedoff

Member of the Management Board

General Counsel

First appointed: May 9, 2001

Term of office expiring: May 9, 2005

Other positions hefd:

Chairman of: Equipement 1, Equipement 2, Equipement 6,
Equipement 8, Equipement 9, Equipement 10, Equipement 11,
Equipement 12, Equipement 13.

Director of: Valeo (UK) Limited.

Vincent Marcel

Member of the Management Board

Vice-President, Financial Affairs and Strategic Operations
First appointed: May 9, 2001

Term of office expiring: May 9, 2005

Other positions held:

Chairman of: Valeo Ventures.

The Management Board generally meets once a week. Since Valeo
adopted the legal form of a company with a Management Board
and a Supervisory Board, the Management Board met twenty-
seven times during 2001,

Management Committee:

Christine Bénard
Purchasing

Bruno-Roland Bernard
Financial Relations

Frangois Blanc
Information Systems

Gérard Bouctot
Financial Control

Robert Charvier
Finance, Electrical and Electronics Activity

Martin Haub
Research and Development and Product Marketing

Francis Hoyer
Simultaneous Engineering Project

Hans-Peter Kunze
Sales and Business Development




Guy Perrot
Engineering

Kate Philipps
Communication

Edouard K. Planchon
Advisor to the Chairman of the Management Board

Xavier Véret
Chairman's Delegate

Branch Vice-Presidents:

Jean-Marc Hannequin
Transmissions

André Gold
Climate Control

Alain Marmugi
Engine Cooling

Patrice Brion
Security Systems

Claude Leichlé
Electronics and Connective Systems

Wolfgang Dehen
Switches and Detection Systems

Frangois Hiriart
Wiper Systems

Michel Giannuzzi
Electrical Systems

Jean-Jacques Giambi
Motors and Actuators (acting)

Robert de La Serve
Lighting Systems

2.2. Supervisory Board

Mr. Noél Goutard

Chairman

Appointed: May 9, 2001

Term of office expiring: AGM 2007

Other positions held:

Chairman of: NG Investments.

Member of the Management Board of: LBO France.
Director of: Valeo (UK) Limited, Vocatif SA, Actaris.

Mr. Ernest-Antoine Seilliére

Vice-Chairman

Appointed: May 9, 2001

Term of office expiring: AGM 2007

Other positions held:

Chairman of tne Board of Directors of: Compagnie Générale
d’Industrie et de Participations-CGIP, Marine-Wendel.

Chairman of the Supervisory Board of: Trader.com NV.

Member of the Supervisory Board of: Peugeot SA, Hermes
International, Oranje-Nassau Groep BV.

Vice-Chairman of the Supervisory Board of: BioMérieux Pierre Fabre
SA-BMPF.

Vice-Chairman of the Board of Directors of: Cap Gemini.
Director of: Société Générale, Société Lorraine de Participations
Sidérurgigues (SLPS).

Permanent representative of Sofiservice on the Supervisory Board
of: Bureau Veritas.

Permanent representative of Compagnie Financiére de la Trinité on
the Board of Directors of: Stallergénes.

Mzx. Carlo De Benedetti

Appointed: May 9, 2001

Term of office expiring: AGM 2007

Other positions held:

Chairman of the Board of Directors of: CIR SpA, Cofide SpA, CDB
Web Tech SpA, Sogefi SpA.

Director of: Pirelli SpA, Gruppo Editoriale LUEspresso SpA.

Mzr. Axrnaud Fayet

Appointed: May 9, 2001

Term of office expiring: AGM 2007

Other positions held:

Member of the Supervisory Board of: Trader.com.

Director of: BioMérieux, Stallergénes, Transgene, Vaucrains,
Wheelabrator Allevard.

Myr.Yves-André Istel

Appointed: May 9, 2001

Term of office expiring: AGM 2007

Other positions held:

Vice-Chairman of: Rothschild, Inc.

Director of: Compagnie Financigre Richemont AG, Chalone Wine
Group, Imperial Sugar.

Mir. Jean-Marc Janodet

Appointed: May 9, 2001

Term of office expiring: AGM 2007

Other positions held:

Chairman and Chief Executive Officer of: Eurovest (Sicav).
Chairman and Chief Executive Officer of: Marine-Wendel.
Member of the Supervisory Board of: Bangue de Neuflize,
Schiumberger, Mallet, Demachy, Trader.com.

Director of: BMA, Caisse Industrielle d’Assurance Mutuelle (CIAM),
Compagnie Financiere de la Trinité, Marine-Wendel, Placement
Monétaire (Sicav), Sofiservice, Solfur.

Permanent representative of Sofiservice on the Board of Directors
of: Financiére Franco-Néerlandaise, GIP SA.

Myr. Jean-Bernard Lafonta

Appointed by the Supervisory Board on December 7, 2001
Term of office expiring: AGM 2007

Other positions held:

Chief Executive Officer of: Compagnie Générale d'industrie et de
Participations-CG!P.
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Mr. Alain Minc

Appointed: May 9, 2001

Term of office expiring: AGM 2007

Other positions held:

Chairman of: AM Consell, Société des lecteurs du Monde.
Chairman of the Supervisory Board of Monde.

Member of the Supervisory Board of: Pinault-Printemps-Redoute.
Director of: Yves Saint-Laurent SA, Fnac, Vinci.

Mr. Jean-Pierre Souviron
Appointed: May 9, 2001

Term of office expiring: AGM 2007
Other positions held:

Adviser to the Chairman of: LD Com.

Me. Erich Spitz

Appointed: May 9, 2001

Term of office expiring: AGM 2007

Other positions held:

Advisor for: Thales.

Chairman of: Thales Avionics LCD.

Chairman of the Supervisory Board of: Riber.

Director of: Thales Corporate Ventures.

Correspondent member of: Académie des sciences.

Member of: Académie des technologies.

Member of the Management Board of: Era (Czech Republic).
Honorary Chairman of: European Industrial Research Management
Assaciation (EIRMA).

3. ‘nterests of Execulive Varagemsnt and members

The Board of Directors met four times in 2001 before May 9. After
that date, the Supervisory Board met five times in 2001.

Valeo also has three committees:

©a Remuneration Committee comprised of Ernest-Antoine
Seilligre (Chairman), Nogl Goutard and Alain Minc.

This committee makes proposals to the Supervisory Board
concerning the remuneration of directors and officers;

can Audit Committee, comprised of Jean-Marc Janodet

{Chairman), Arnaud Fayet and Jean-Pierre Souviron.
The purpose of this committee is to oversee the choice and the cor-
rect application of internal audit rules and accounting methods
used for the preparation of the financial statements of the company
and the Group, as well as the appropriate accounting treatment
of significant transactions carried out by the Group;

° a Strategy Committee, comprised of Noél Goutard (Chairman),

Arnaud Fayet, Jean-Bernard Lafonta, Alain Minc, Ernest-Antoine
Seilliere and Erich Spitz.
The purpose of this committee is to review the Group's medium
and long-term strategic development goals and budgets, and to
research acquisition opportunities that could have an impact on
the Group’s strategy.
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The Executive Management and members of the Supervisory Board hold less than 1% of Valeo's capital in a personal capacity.

3.1. Executive Management

Compensation paid to Group Executive Management other than members of the Management Board amaounted to EUR 7.028 million
in 2001,

No transaction other than arm’s length transactions took place with Group Executive Management over the year. No members of the
Executive Management are beneficiaries of loans or guarantees extended by the company or the Group.

Remuneration received by members of the Management Board

In euro Valeo Companies controlled by Valec
{as defined in article L. 233-16 of the Commercial Code)

Remuneration o/w benefits in kind Remuneration o/w benefits in kind
Thierry Morin 854,351.89 3,282.90 232,484.76 -
Luc Blériot 663,022.83 3,292.90 - -
Géric Lebedoff 29,2198.30 - 436,212.52 3,292.90
Bernard Geymond 29,219.30 - 436,212.21 3,292.80
Vincent Marcel” 29,219.30 - 219,976.19 2,468.67

*Vincent Marcel joined the Group on April 5, 2001,




Information concerning stock options

Stock options granted Number of Exercise Date of Shareholders’/
to or exercised by members options granted/ price Board of Directors’/
of the Management Board exercised Supervisory Board/
in 2001 Management Board Meeting

Options granted during 2001 to the members
of the Management Board by Valeo
or other Group companies:

Thierry Morin 50,000 EUR 55.82 March 21, 2001

200,000® EUR 42.48 December 7,2001
Luc Blériot 100,000@ EUR 42.48 Decerber 7, 2001
Géric Lebedoff 100,000® EUR 42.48 December 7, 2001
Bernard Geymond 100,000® EUR 42.48 December 7, 2001
Vincent Marcel 100,000 @ EUR 42.48 December 7,2001

Options exercised during 2001
by members of the Management Board:

Thierry Morin 6,000 EUR 39.64 September 5, 1996
Luc Blériot 2,500 EUR 39.64 September 5, 1996
Géric Lebedoff 5,000 EUR 39.64 September 5, 1996
Bernard Geymond 6,000 EUR 39.64 September 3, 1996

Vincent Marcel - - -

(1) o/w 100,000 options not fully vested.

(2) o/w 50,000 options not fully vested.

Stock options granted Number of Weighted Date of Shareholders’/
to and exercised by the ten employees options granted/ average Board of Directors’/
with the highest number of options exercised exercise Supervisory Boarxd /

price Management Board Meeting

Options granted in 2001 by Valeo”

to the ten employees of Valeo or

other Group comparnies receiving 118,000 EUR 42.69

the highest number of options (11 beneficiaries ™) December 10, 2001

Options exercised during 2001 by
the ten employees of Valeo or other Group 43,850 EUR 39.64
companies exercising the highest number of options (15 beneficiaries ™) September 5, 1996

* Valeo was the only Group company to issue stock options during the year.
** Several beneficiaries exercised the same number of options in tenth position.
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3.2. Supervisory Board

Total attendance fees paid to members of the Supervisory Board in 2001 amounted to EUR 320,000.

Member of the Supervisory Board

Ettendance fees

Noél Goutard
Ernest-Antoine Seilliére
Carlo De Benedetti
Arnaud Fayet
Yves-André Istel
Jean-Marc Janodet
Philippe Malet*
Alain Minc
Jean-Pierre Souviron
Erich Spitz

Guy de Wouters*

EUR 40,000
EUR 40,000

None
EUR 30,000
EUR 10,000
EUR 40,000
EUR 10,000
EUR 40,000
EUR 30,000
EUR 40,000
EUR 40,000

* Messrs Malet and de Wouters are no longer members of the Supervisory Board.

Noél Goutard received remuneration of EUR 148,350.97 from
Valeo, including EUR 1,646.45 in benefits in kind. He also received
remuneration in an amount of EUR 69,647.67 from companies
controlled by Valeo.

No transaction other than arm’s length transactions tock place
with members of the Supervisory Board during the year. No mem-
bers of the Supervisory Board are beneficiaries of loans or
guarantees extended by the company or the Group.

Information concerning stock options
Neither Valeo or any other Group company issued stock options to
the members of the Supervisory Board during 2001.

No stock options granted by Valeo or any other Group company
were exercised during 2001 by the members of the Supervisory
Board.

4, Regulaied agrezments

In 2001, the Group sold its entire interest in Filtrauto to Sogefi
SpA. The initial sale price of EUR 30 million is adjustable based on
several contingencies included in the sale agreement. As the Board
of Directors of Sogefi SpA and the Supervisory Board of Valeo have
a member in common, Valeo's Supervisory Board authorized the
sale in its meeting of June 21, 2001.

On November 8, 2001, the Company acquired 284,843 Sylea sha-
res from Caisse des dépdts et consignations at a price of EUR 57
per share. As Caisse des dépdts et consignations holds over 5% of
Valeo's capital, this agreement was autharized by the Supervisory
Board on October 18, 2001.

3. Claims, litigetion and risks

5.1. Market risks

Exchange rate risks

A sizeable portion of Valeo’s sales and purchases are denomin-
ated in currencies other than the euro, particularly in US dollar.
Therefore, significant fluctuations in the exchange rate between
the eurc and the US dollar, Japanese yen, Mexican peso or Korean
won could impact Valeo's results. Valeo hedges part of its exposure
to exchange rate risks to reduce sensitivity to such fluctuations.

Interest rate risks

Net income may also be affected by changes in interest rates as
they have a direct impact on the cost of debt for the Valec Group.
Cost of debt increases in line with rises in applicable interest rates
on amounts due by Valeo. At December 31, 2001 Valeo's net
indebtedness stood at EUR 648 million, including EUR 500 million
worth of bonds issued in 2001 with a fixed interest rate of 5.625%.
The proportion of variable rate debt is therefore fairly low, so the
Group’s exposure to interest rate fluctuations remains limited.

5.2. Exceptional events and litigation

Valeo Electrical Systems, Inc.

In 2001 Valeo Electrical Systems, Inc. filed for voluntary recrganization
under chapter 11 of the US Bankruptcy Code. As a result, in the
2001 consolidated accounts Valeo recorded EUR 224 million in pro-
visions for impairment in value of goodwill and property plant and
equipment, as well as a EUR 302 million provision for reorganization
expenses.




Asbestos-related risks

Provision has been made for expenses relating to litigation in pro-
gress in connection with exposure of the Group's employees to
asbestos or asbestos-based products. Valeo has also taken out
insurance to cover the financial consequences of these claims.
The Group has never manufactured or sold products containing
asbestos in North America.

Other claims and litigation

To the best of Valeo's knowledge, no other claims or litigation exist
that are likely to have a material impact on the business, financial posi-
tion, results or assets and liabilities of the Company or the Group.

5.3. Industrial and environmental risks

Liability for products and services sold

Valeo is exposed to risks for claims from customers under war-
ranties or general liability concerning products and services sold.
Current risks have been reasconably provisioned. Valeo is also sub-
ject to liability claims in relation to product or service defects which
lead to property damage or injury. Valeo has taken out insurance
to cover the financial consequences of any such claims.

Environmental risks

Valeo is subject to various forms of environmental regulations, with
different scopes of application depending on the country in which
the Group operates its businesses, particularly in Europe and the
USA. Valeo has implemented a policy to control and reduce envi-
ronmental risks to the extent passible (see the report of the
Management Board of further information).

5.4. Insurance

Valeo has taken out insurance policies with first-rate insurance
companies. The amount and form of cover comply with standard
practice in the autcmotive sector.

5.5. Other risks and labor relations

Dependence on the automotive sector

Valeo's revenues depend directly on the level of automotive pro-
duction throughout the world, and particularly in Europe and North
America. Production may be affected by the general ecanomic situa-
tion, specific governmental programs~such as vehicle purchase
incentive schemes—, commercial agreements, changes in regula-
tions, or labor relations problems such as strikes or stoppages.

Dependence on new vehicle models

Equipment supply agreements for vehicle models generally take the
form of open orders without any volume guarantees. Separate agree-
ments are entered into for each function of a particular vehicle and
they are generally valid for the life of the model. The Group's sales,
results, and financial position can therefore all be impacted if a
particular model is not a commercial success and/or if Valeo is

not chosen as the supplier for a new generation of a vehicle model.
However, these risks are largely diluted as Valeo works with many
different customers and suppliers and offers a wide range of pro-
ducts and services.

Contractual dependence

Valeo works with many different customers and suppliers and
offers a wide range of products and services, thus significantly
reducing the risk of its results being over-dependent on a particu-
lar contract or specific contractual clause.

Labor relations

Valeo considers that its labor relations are generally good. However,
although the Group’s policy aims to minimize the risks of labor
disputes they cannot be ruled out, and the Group's business is
necessarily susceptible to events such as strikes.

6. Employee profit-sharing and incentive schemes
Since 1892, Valeo has regularly entered into employee incentive
agreements (intéressement) with union representatives.

On June 29, 2001, an agreement covering the fiscal years 2001,
2002 and 2003 was signed with union representatives from the
CFDT, CGT and CFE/CGC. The calculation of the applicable incentive
bonuses is based on the company's operating income. The following
amounts were paid out under employee incentive schemes over the
past five years.

(In thousands of euro)

Year Amount
2001 1,670
2000 2,139
1999 -
1998 1,277
1897 1,696

No amounts were paid out under profit-sharing (participation)
schemes over the past five years.
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1. Changas in capiizl

At December 31, 2001, Valeo's capital stock was represented by 83,056,603 comman shares with a par value of EUR 3.

Changes in capital since December 31, 1997 are as follows:

Year Type of cperaticn Changes Number of New
(in millions of euro) shares number of
Par value Premium Total shares

1997 Issuance of shares
in payment of dividends 1 14 18 301,416 70,353,410

Issuance of shares
upon exercise of stock options - 5 5 167,216 70,520,626

1998 Issuance of shares
in payment of dividends 2 48 50 647,911 71,168,537

Issuance of shares
upon exercise of stock options 1 5 6 189,550 71,328,087
Issuance of shares for cash 33 986 1,019 11,147,541 82,475,628

1999 Issuance of shares
upon exercise of stock options 1 12 13 332,500 82,808,128

2000 Issuance of shares
upon exercise of stock options 1 4 5 118,275 82,923,403

: 2001 Issuance of shares
i upon exercise of stock options - 5 3] 133,200 83,056,603




2. huthorized, unissued capital

Authorizations granted by the Combined General Meetings of May 21, 1997, May 27, 1998, May 25, 1999, May 25, 2000 and May 9, 2001.:

Securities concerned Maximum amount Maximum capital Utilization
of issue increase of

Date of Shareholders’ Meeting authorizations

(duration and expiry of authorization)

Issues with pre-emptive subscription rights EUR 1.82 billion EUR 76.22 million N/A

of debt securities

Capital increase (A) + (C) ceiling = (R) + (B) + (C) ceiling =

all securities”

(A) EUR 1 billion EUR 100 million

AGM of May 25, 2000

(maximum 26 months, expiring on July 25, 2002)

Capital increase paid up by capitalizing income, - EUR 76.22 million N/A

retained earnings or additional paid-in capital” (A) + (B) + (C) ceiling =

(B) EUR 100 million

AGM of May 25, 2000

(maximum 26 months, expiring on July 25, 2002)

Issues without pre-emptive subscription rights EUR 1.82 billion EUR 76.22 million N/A

Capital increase
all securities”

(©)

AGM of May 25, 2000
{(maximum 26 months, expiring on July 25, 2002)

of debt securities
(A) + (C) ceiling =

EUR 1 billion

(A) + (B) + (C) ceiling =

EUR 100 million

Employee share issues™

* These authorizations may be used while a public tender offer for the company’s shares is in progress until the Combined General Meeting to be held on May 28, 2002.

** See paragraph 5 of the "Ownership structure" section, “Stock options".

3. Cher secyrities

The General Shareholders’ Meeting of May 27, 1998 granted the Board of Directors a five-year authorization to issue bonds subject to
a ceiling of FRF 10 billion (approximately EUR 1.5 hillion). At the General Shareholders’ Meeting of May 9, 2001, this authorization, which
expires on May 27, 2003, was transferred to the Management Board. Under the terms of this authorization, Valeo issued EUR 500 million
worth of bonds on July 13, 2001 maturing on July 13, 2006, with a fixed annual interest rate of 5.625%. The bonds are quoted on the

Luxembourg stock exchange.
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CGIP CcDC** Franklin BNP- Public***
Resources, Paribas
Inc. (USA)

December 31, 1997
Number of shares 14,232,836 4,786,755 51,501,038
% 20.18 6.79 73.03
Number of voting rights™ 14,232,836 6,253,980 55,835,802
% 18.65 8.19 73.16
December 31, 1998
Number of shares 16,688,977 6,309,381 89,477,290
% 20.23 7.65 72.12
Number of voting rights* 16,688,977 7,897,501 63,391,328
% 18.97 8.98 72.05
Decemiber 31, 1999
Number of shares 16,688,977 8,958,938 89,160,217
% 20.18 8.40 71.45
Number of voting rights* 16,688,971 8,647,075 63,178,433
% 18.88 9.67 71.44
Decemtber 31, 2000
Number of shares 16,688,977 6,732,669 59,501,757
% 20.13 8.12 71.75
Number of voting rights” 217,647,985 8,320,809 63,527,541
% 21.79 8.36 63.85
December 31, 2001
Number of shares 16,688,977 7,266,919 6,675,969 52,424,738
% 20.09 8.75 8.04 63.12
Number of voting rights™* 27,695,087 8,855,059 6,675,969 56,112,747
% 27.88 8.91 6.72 56.49
At January 9, 2002
Number of shares 16,688,971" 7,266,919 6,675,969 5,506,593 @ 51,856,415
Yo 20.09 8.78 8.04 6.63 632.43
Number of voting rights™ 27,695,087 8,855,059 6,675,968 5,606,593 55,838,120
% 27.79 8.89 6.70 5.53 56.04

* Shares registered in the name of the same shareholder for a minimum of four years carry double voting rights.
** Shares held by CDC on its own behalf.
*** Including treasury stock.

(1) Including 4,938,270 shares (representing 5.96% of the Company’s capital and 4.87% of voting rights) held in accordance with article L. 233-9 paragraphe 4 of the Commercial Code.
As these 4,838,270 shares were sold by CGIP to BNP-Paribas Arbitrage and may be bought back at the discretion of CGIP, under applicable disclosure regulations, they must be recorded
in the accounts of the seller as if the seller was still the owner thereof (CMF decision No. 202C0031 of January 9, 2002).

(2) Including 4,938,270 shares (representing 5.86% of the Company'’s capital and 4.97% of voting rights) acquired from CGIP which are also included as part of CGIP’s interest in the
company, in accordance with article L. 233-9 paragraphe 4 of the Commercial Code (CMF decisions No. 202C0031 and No. 202C0035 of January 9, 2002).

To the best of the company’s knowledge, at March 31, 2002 no shareholders other than CGIP, CDC, Franklin Resources, Inc. (USA)
and BNP-Paribas directly or indirectly held over 5% of the Company's capital or voting rights.




2. Shareholders’ agreement

In accordance with article L. 223-11 of the Commercial Code, by
way of a letter dated January 8, 2002, CGIP informed the French
stock exchange authorities (Conseil des marchés financiers) that
it had sold 4,938,270 Valeo shares to BNP—Paribas Arbitrage on
January 3, 2002.

Pursuant to decision No. 202C0031 of the Conseil des marchés
financiers dated January 9, 2002:

—the sale of the said Valeo shares was carried out by way of three
sale agreements with buyback options after four years, four and
a half years and five years respectively, with each agreement
applicable to 1,646,090 shares;

- CGIP will have the option to buy back all or part of the shares
included in each of the sale agreements until the expiry date of
the agreement. If such options are exercised, the initial sale will
be cancelled and CGIP will return the sale price of the shares;

- under the terms of these agreements, CGIP and BNP-Paribas
Arbitrage declared that they are not acting in concert and that they
have not agreed to adopt a common line with regard to Valeo.

3. Disclcsure taresaclds

Article 9 of the Valeo bylaws states that, in addition to the thresholds
laid down by article L. 233-7 of the Commercial Code, any individual
or legal entity, acting alone or in concert, that holds—directly or
indirectly—over 2% of the Company's capital or voting rights, is
required to disclose to the Company by registered letter with return
receipt requested that the said disclosure threshold has been
exceeded. Said disclosure must be made within fifteen days of
exceeding the threshold and the shareholder concerned must state
its own identity as well as that of any parties acting in concert with
the shareholder. This disclosure obligation also applies to the acqui-
sition of any additional 2% interest in the Company’s capital or
voting rights, as well as to the reduction of a shareholding to below
2% or any multiple thereof.

Non-compliance with the above obligation shall incur the penalties
set forth in article L. 233-14 of the Commercial Code, at the request
of one or several shareholders together holding at least 2% of the
Company’s capital or voting rights, as recorded in the minutes of
the General Shareholders’ Meeting.

4, IZentification of shareholders
Valeo shares are recorded in shareholders' accounts in accord-
ance with applicable laws and regulations.

A bank, broker or other intermediary may register on behalf of
shareholders who are domiciled outside France in accordance
with article 102 of the Code civil. This registration may be made in
the form of a joint account or several individual accounts, each
corresponding to one shareholder. Any such intermediary must
inform the company or the intermediary managing the Company's
account that it is holding the shares on behalf of another party.

The Company is entitled to identify all holders of shares and other
securities redeemable, exchangeable, convertible or otherwise
exercisable for shares carrying rights to vote at General Shareholders'
Meetings, in accordance with the procedure provided in L. 228-2
et seq. of the Commercial Code.

In accordance with the applicable laws and regulations, the Company
is entitled to request, at any time, from the share clearing organi-
zation in exchange for a fee, the name—or, in the case of corporate
shareholders, the registered name- nationality, year of birth—or, in
the case of corporate shareholders, the year of incorporation-and
address of holders of shares and other securities redeemable,
exchangeable, convertible or otherwise exercisable for shares car-
rying rights to vote at Shareholders’ Meetings, together with details
of the number of shares held by each such shareholder and of any
restrictions applicable to the shares.

Based on the list provided by the share clearing organization,
where the Company considers that shares may be held on behalf
of third parties, it may request, in accordance with the same condi-
tions, either through the organization or directly from the parties
mentioned on the list, the same information concerning the holders
of the shares. If one of the parties mentioned on the list is a bank,
broker or other intermediary, it must disclose the identity of the
shareholders for whom it is acting. The information shall be pro-
vided directly to the financial intermediary managing the Company’s
share account, which shall pass on said information either to the
Company or the share clearing organization, as applicable.

The Company may also request from any corporate shareholder
holding over 2.5% of the Company’s capital or voting rights, infor-
mation concerning the identity of persons or companies holding
either directly or indirectly over one third of the corporate share-
holder’s capital or voting rights.

If an individual or corporate shareholder is asked to provide informa-
tion in accordance with the above conditions and fails to provide
it by the applicable deadline, the shares or other securities redeem-
able, exchangeable, convertible or otherwise exercisable for shares
recorded in the shareholder’s account shall be stripped of voting
rights for all Shareholders’ Meeting held until the identification
request has been fulfilled, and the payment of any corresponding
dividends shall also be deferred until that date.

In addition, if an individual or company registered in the Company's
shareholders’ account deliberately ignores their obligations, the
Company or one or more shareholders holding at least 5% of the
Company’s capital may apply to the court of the place in which the
Company'’s registered office is located to obtain an order to totally
or partially strip the shares concerned of their voting rights and the
corresponding dividend, for a maximum period of five years.




1994 1995 1936 1997 1398 1399 2000 2001
Date of the 20/05/%4 12/06/95 21/05/88 21/05/91 27/05/98 25/05/99 25/05/00 03/05/01
Shareholders’ Meeting 500,000 500,000 500,000 500,000 50¢,000 500,000 800,000 1,000,000
(5 years and (5 years and (5 years and (5 years and (6 years) (6 years) (8 years) (8 years)

3 months) 3 months) 3 months) 3 months)
Date of Board of Directors' / 1 - Now. 4189 1-Novd 1996 3-Sept151988  5—0Oct (41998  §-0ct141999  B-0ct17,2000 8- 0ot 17,2000 10 - Dec. 7, 2001

Supervisory Board /
Hanagement Board Heeting

2 — 0ct. 16,1997
3 - Sept. 15, 1998

4 - Jan. 21, 1999
§ - Oct. 14,1999

§ — April 12,2000
T — May 25,2000
& - Oct. 17, 2000

§ - Merch 21, 2001
10 - Dec. T, 2001

11 = Dec. 10, 2001

Total number of shares
under option

0/w options not fally vested

0/w number of options
held by directors and officers

Number of directors and
officers concerned: b

1 - 231500

| - 231500

| - 237,500

| - 39628
2 - 300,000
3 - 160378

1- 39625

| - 9528
& - 29508

3 - 288628
4 - 150,000
§ - 60,315

3 - 38,000
4 - 2,000

5 - 500000

§ — 45,000

5 - 20065
§— 31500
7 - 50000

§- 12475

§ - 31500

§ - 35,625

§ - 500,000

§ - 617,125
9 80,000
10 - 42875

& - 88,000
4 - 50,000
10 - 42,878

10 - 557,125
{1 - 42875

10 - 300,000

10 - 257,125
10 - 300,000

Starting date of exercise period

1:100% ~conditional

1: 108% ~conditional

2 & 3:50% ~2 years 3,4 & 5: 50% ~2 years

100% ~3 years

100% ~3 years

5: 50% ~2 years

8: 100% ~conditional
1. 100% ~immediate

100% ~3 years 5 & & 50% ~2 vears

100% ~3 vears

§: 50% ~2 years
100% ~3 years

§: 50% ~2 years
100% ~3 years

9: 100% ~immediate
10: 50% ~ immediate
50% ~conditional

10: 50%~immediate
50% ~conditional

1 50% ~2 years
100% ~3 years

Expiry date of exercise period | - Teb. 3, 2002 1 — Feb 3, 2002 3 - Dec. 14, 2003 5 — Jan. 13, 2005 § — Oct. 13,2005 § - Oct. 16, 2006 8 — Oct. 16, 2008 10 - Dec. , 2009
2-Jan 14,2003 4 - Bpnil 20, 2004 6 ~ Bpril 11, 2006 § — March 20, 2009 11 — Dec. 9, 2009
3 — Dec. 12, 2003 § - Jan. 13, 2008 T - Nay 24, 2006 10 - Dec. §, 2008
8 - Oct. 16,2006
Exercise price | - TR 29190 | - FRF 29190 3 - IRF 41800 5 - EMR 0% § - ETR 70.52 8 - ETR 48.00 § - EUR 48.00 1 - EOR 4248
{ETR 4450} (EUR 4450} (EUR 7260) § - ETR 5452 9 - EUR 55.62 11~ EUR 4289
2 — TRI 385.00 4 - EUR 6740 T ER 60.10 10 - EUR 42.48
(EUR 58.69) 5~ IR 7032 § - ETR 48.00
3 - IRF 47800
(EUR 7247)
Other conditions - - - - - - - _
Number of options
exercised at December. 31, 2001 ) 0 0 0 0 0 0 0




1. Valzg's share performance over 18 menths
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Month Price (in euro) Trading Trading volume
High Low Closing v;lume illion (vafl::rion

(average) (shares) mi! SO )

July-00 59.20 49.50 54.83 7,068,453 384.29
Aug.-00 61.50 50.00 55.64 14,751,971 847.83
Sept.-00 61.80 45.98 54.52 9,938,208 527.20
Oct.-00 51.60 43.90 41.79 11,928,360 585.95
Nov.-00 59.80 50.45 54.22 20,215,349 1,110.12
Dec.-00 55.85 46.00 50.08 19,975,370 967.06
Jan.-01 51.50 43.10 48.83 12,329,764 604.00
Feb.-01 59.90 417.50 54.07 23,070,445 1,276.07
March-01 58.90 47.11 53.43 14,975,072 783.65
April-01 52.00 44.30 49.48 9,482,462 464.16
May-01 52.85 49.11 50.98 7,816,966 402.14
June-01 51.80 45.60 48.00 7,298,305 357.98
July-01 53.10 46.02 48.86 11,153,314 549.43
Aug.-01 52.85 49.00 50.84 12,419,129 629.26
Sept.-01 49.50 30.02 39.36 6,307,142 244.98
Oct.-01 40.57 33.82 317.80 6,587,304 248.15
Nov.-01 45.50 31.06 41.18 7,946,518 339.97
Dec.-01 44.80 40.53 42.35 5,274,064 222.05

Source: Euronext Paris,

2. Stzhbilizing the share price

In the sixth resolution of the Combined General Meeting held on
May 9, 2001, the shareholders granted the Management Board
an eighteen-month authorization to purchase the company's shares
in accordance with the provisions of article L. 225-209 et sqq. of
the Commercial Code. Under the authorization the shares could be
bought back on one or more occasions, by any method including
over the counter or the implementation of options strategies.

This authorization superseded, for the unexpired period, the un-
used portion of the autharization granted in the sixth resolution of
the Combined General Meeting held on May 25, 2000.

The number of shares that may be acquired under this authorization
may not represent over 10% of the Company’s capital. The purchase
price may not exceed EUR 80 per share and the sale price must
not be less than EUR 40 per share.

The objectives of the share buyback program are as follows in

order of priority:

—to stabilize the share price by trading in the shares on the market;

—to purchase and sell shares based on market conditions;

~to hold shares for attribution (in payment of assets, in exchange
for shares in another company or otherwise) in connection with
external growth or financial transactions;

—to attribute shares on redemption, conversion, exercise or
exchange of share equivalents;

—to purchase shares with a view to canceling all or some of them,
subject to adoption by the Extraordinary General Meeting of a
resolution authorizing the Management Board to cancel shares;

—to acquire shares for attribution on exercise of stock options gran-
ted to the management or employees of the Group or under the
employee profit-sharing plan or any other employee share owners-
hip plan;

—to acquire shares to be held in treasury stock or to be sold or
transferred by any appropriate metnod.
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In the eighth resolution of the same meeting, the shareholders
authorized the Management Board to cancel shares acquired
under the above mentioned share buyback program, provided that
the aggregate number of shares canceled in any given period of
twenty-four months does not exceed 10% of the Company’s cap-
ital. This authorization, given for a period of eighteen months,
renewed that granted by the General Shareholders’ Meeting of
May 25, 2000.

The share buyback program was described in an information
memorandum approved by the French stock exchange author-
ities (Commission des Opérations de Bourse) on April 18, 2001
(visa. No. R01-390).

In 2001, Valeo carried out a number of transactions under the above
mentioned share buyback program. A total of 581,641 shares were
purchased at an average price of EUR 37.83, and 312,468 shares
were sold at an average price of EUR 55.65. At the end of 2001,
the Group held 539,827 shares in treasury stock, representing
0.65% of its capital stock.

3. Jividends
Dividends per share over the past five years were as follows:

1996 1997 1998 1999 2000
Gross dividend
per share (in euro) 275 1.49 1.50 2.28 2.03
Net dividend
per share (in euro) 1.83 0.99 1.00 1.80 1.35
Tax credit (in euro) 0.82 0.80 0.50 0.75 0.868
Total dividend
(excluding tax credit—
in millions of euro) 128 70 82 124 112

Taking into account the 2001 results but with confidence in the
Group's future, at the Annual General Meeting held to approve the
accounts for 2001, the Supervisory Board and Management Board
will recommend a net dividend of EUR 0.70 per share (EUR 1.35
in 2000).
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To the best of my knowledge, the information contained in this “reference document” is correct. It includes all the information requi-
red by investors to form an opinion concerning the assets and liabilities, business, financial position, results and outlock of the company
and no information has been omitted that would be likely to alter an investor's opinion.

Paris, April 12, 2002

Chairman of the Management Board
Thierry Morin

STATEMENT BY THE AUDITORS OF THE FINANCIAL STATEMENTS OF THE COMPANY AND THE GROUP
(Free translation of the original French text for information purposes only)

In our capacity as Statutory Auditors of Valeo (the company) and as required by Commission des Opérations de Bourse rule COB 98-01,
we have examined in accordance with French professional standards the information about the financial position and the historical
accounts included in this “reference document”.

This “reference document” is the responsibility of the Chairman of the Management Board of Valeo. Our responsibility is to express an
opinion on the fairness of the information about the financial position and the accounts contained in this “reference document”.

Our procedures, which were performed in accordance with French professional standards, consisted of assessing the fairness of the
information about the financial position and the accounts and verifying that this information agrees with the audited financial state-
ments. Our procedures also consisted in reading the other infarmation cantained in the “reference document” in order to identify any
material inconsistencies with the information about the financial position and the accounts, and reporting any manifestly incorrect infor-
mation that came to our attention, based on our overall knowledge of the company, as acquired during our audit. This “reference
document” does not contain any forward looking information determined according to a structured process.

We also audited the financial statements of the company and the Group for the years ended December 31, 1999 and 2000 as approved
by the Board of Directors and for the year ended December 31, 2001 as approved by the Management Board. Qur audits were per-
formed in accordance with auditing standards generally accepted in France. Our reports on these financial statements were free of
qualifications and observations.

Based on the procedures described above, we have nothing to report with respect to the fairness of the information about the financial
position and the financial statements contained in this “reference document”.

Paris, April 12, 2002

The Statutery Auditors

Coopers & Lybrand Audit ‘ RSM Salustro Reydel

Serge Villepelet Edouard Salustro Jean-Pierre Crouzet
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The annual report has been registered as a “reference document” with the Commission des Opérations de Bourse. The following
checklist shows the different sections with must be included in a “reference document” in accordance with Commission des Opérations
de Bourse rules and the page numbers on which the corresponding information is presented.

Pages
1.1.  Name and function of the person responsible for the “reference document” 104
1.2.  Statement by the person responsible for the “reference document” 104
1.3.  Name and address of the Auditors 87
1.4.  Information policy 10to 11
3.1.  General information about the issuer 87 t0 93
3.2.  General information about the capital 94 10 95
3.3.  Ownership structure 10: 11;96t0 98
3.4,  Market for the Company’s shares 81t011;99; 100
3.5. Dividends 8,87, 100
4.1.  Presentation of the Company and the Group 871093
4.2.  Dependence on third parties 93
4.3. Employee information 79
4.4,  Capital spending policy Folding page; 29 to 63
45,  Risks 92,93
6.1.  Corporate governance 881080
6.2.  Directors’ interests 90to G2
6.3. Employee profit-sharing and incentive schemes 93
7.1.  Recent developments 4.5, 591063
7.2, Qutlook . 62
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“In application of COB rule 98-01, this “reference document” was filed with the Commission des Opérations de Bourse i

on 15th April 2002. This “reference document” may not be used in connection with a financial transaction unless it is ‘
accompanied by an Information Memorandum approved by the Cemmission des Opérations de Bourse.”
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French Société Anonyme with a Management Board and Supervisory Board, with a capital of 249,169,809 euros
Headquarters: 43, rue Bayen — 75017 Paris — France
Telephone: +33 (1) 40 5520 20 - Fax: +33 (1) 405521 71
552 030 967 R.C.S. Paris
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Valeo began its worldwide risk assessment program in 1991, an initiative reflecting an early commitment to the pursuit

of industrial growth, employee health and safety and environmental protection within a perspective of sustainable development.
Since then, through its specific achievements, our Group has clearly shown its commitment to developing products and
manufacturing processes that combine technological innovation with respect for the environment. Significant progress has been
made at our industrial sites and over the entire life cycle of our products, to the benefit of our customers, end-consumers

and the community in general.

In 2001, we continued working towards strategic aobjectives such as ISO 14001 certification for our sites, the treatment of
hazardous substances and the optimization of end-of-life automotive equipment. With nearly 50 sites certified 1SO 14001 at

the end of 2001, our environmental management program is moving forward, though the objective of certifying all our sites around
the world has not yet been achieved. We have made real progress in programs to find substitutes for harmful substances, but

serious technological hurdies remain to be overcome. Further progress in these programs will be an absolute priority in 2002.

Our first report illustrated our commitment to protecting the environment by describing in detail our resources and management
tools. In this second report, we have placed the emphasis on the environmental performance of our sites and products with
respect to their life cycle. We are convinced that this factor is as crucial to our development as our economic performance.
The indicators published this year reflect our desire to report regularly and openly on the impact of our activities on the environment

and the progress we are making in this area.

Thierry Morin

Chairman of the Valeo Management Board




Valeo is an independent industrial Group fully focused on the design, production and sale of components,
integrated systems and modules for cars and trucks, in both the OEM and aftermarket segments. Valeo ranks
among the world's top 10 automotive suppliers®. The Group employs 70,000 people, representing 45 different
nationalities, at 143 production plants, 53 R&D centers and 10 distribution centers in 25 countries woridwide.

10,234 10,234 . 573
9,120 9,120 -~ Aﬂermarklegt?
) . % § 487
7,717 [ | 7717 (3% 8% o
o 7% .
b ’ m i;" ] 2% Transmissions \ : 388

j | | ; © gy 5% | . —— Electrical Systems .

] } J | a1 | | / and Electronics

o | Climate CuntroIA /A%

| | 25% i S/

\ f ] 2% | e 67% Security Systersn;

J ] —_— S
99 00 Ot 99 00 01 989 00 O1
SALES SALES BY SALES BY ACTIVITY OPERATING INCOME
GEOGRAPHIC REGION
(in million euro) (in million euro and % of sales) *Including sales to manufacturers {(in miltion euro)
previously included in the industrial
activities
> South America <> North America
> Asia and Africa <> Europe

Through its global presence and innovative technologies,
Valeo delivers recognized quality and service to its customers.




NORTH AMERICA

20 PRODUCTION SITES
11 R&D CENTERS

1 DISTRIBUTION CENTER
10,800 EMPLOYEES
USA, MEXICO

( EUROPE

87 PRODUCTION SITES

38 R&D CENTERS

8 DISTRIBUTICN CENTERS
46,300 EMPLOYEES
BELGIUM, CZECH REPUBLIC, FRANCE,

GERMANY, HUNGARY, ITALY, NETHERLANDS,

POLAND, PORTUGAL, SLOVENIA, SPAIN,
SWEDEN, TURKEY, UNITED KINGDOM

RDUTH AMERICA
- 13 PRODUCTION SITES

1 DISTRIBUTION CENTER

2,300 EMPLOYEES
BRAZIL, ARGENTINA

7,200 EMPLOYEES
| MOROCCO, TUNISIA,
L SOUTH AFRICA

9 PRODUCTION SITES i [

-

ASIA

14 PRODUCTION SITES
4 R&D CENTERS

3,400 EMPLOYEES
JAPAN, CHINA, SOUTH
KOREA, INDIA
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CONSTANT
INNOVATION

SUPPLIER
INTEGRATION

THE 5 AXES

INVOLVEMENT OF PERSONNEL

FOR CUSTOMER SATISFACTION

T RE )
Y

S DOMAINS AND
11 BRANCHES OF ACTIVITY

O DRIVELINE SYSTEMS
- Transmissions
— Motors & Actuators

— Electronic & Connective
Systems

— Switches & Detection
Systems

¢ SEEING AND BEING SEEN
- Lighting Systems
- Switches & Detection
Systems
- Wiper Systems
- Climate Control

~ Electronics &
Connective Systems

T

ELECTRICAL ENERGY
MANAGEMENT

- Electrical Systems

- Electronics &
Connective Systems

— Motors & Actuators

— Transmissions




INVOLVEMENT OF PERSONNEL

Involvement implies recognizing skills, enhancing them
through training, giving people the means of carrying out
their responsibilities, encouraging them to make suggestions
for improvement and to participate actively in the running
of autonomous teams.

VALEO PRODUCTION SYSTEM (VPS)

The VPS is designed to improve the productivity and quality
of our products and systems. It is a “pull” system based

on flexibility of production resources, the elimination

of all non-productive operations and stopping production

at the first non-quality incident.

CONSTANT INNOVATION

In order to design innovative, easy-to-manufacture, high-quality,
cost-effective products while reducing development times,
Valeo has set up an organization based on project teams
and the simultaneous engineering of products and processes.

SUPPLIER INTEGRATION

By integrating suppliers we are able to benefit from their
capacity to innovate, develop productivity plans with them
and improve quality. Valeo aims to set up and sustain close,
long-term relationships with a limited number of world-class
suppliers.

TOTAL QUALITY

The aim of Total Quality is total customer satisfaction.

To meet customer expectations on the quality of products
and services, it is implemented by all members of the
company together with all suppliers.

O ACCESS AND SAFETY

C AUTOMOTIVE THERMAL
SYSTEMS

~ Climate Control

- Security Systems

~ Electronics &
Connective Systems

~ Engine Cooling
~ Motors & Actuators

~ Electronics &
Connective Systems




Scope of yeport

The data published in this report are based on all Valeo production and distribution sites in the world for the years 1999 to 2001.
The report does not cover facilities used exclusively as offices or for purposes of Research and Deveiopment.

All majority controlied subsidiaries have been taken into account, according to the following rules:
- Acquisition during year N included from 1 January of the year N+1;
- Divestiture during year N excluded from the data for year N.

To take account of variations in activity, most of the indicators have been presented in relation to the sales of the production
and distribution activities. The calculation of the indicators was centralized and based on raw data collected from the sites.

Since some sites did not supply complete data, the portion of sales covered by the reported data is indicated underneath each graph.

This report has been prepared in accordance with the recommendations of the Global Reporting Initiative (GRI).

First quartez 2001

- 1SO 14001 certification of - 1ISO 14001 certification of Decatur (USA)
La Verrigre (France) and Sainte Savine and Toluca (Mexico) sites
(France) sites - A centralized system for treating atmospheric
- 1SO 14001 certification of La Suze emissions went into service at the Zaragoza
(France) and Zaragoza (Spain) sites (Spain) site
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Second guarier 2001

- 1SO 14001 certification of Santena (italy) - The U.S. Environmental Protection Agency
and Neuses (Germany) sites selected the technology used by Valeo at its
Seymour site as its MACT (Maximum Achievable
Control Technology) benchmark for the
- Valeo received the PREDIT grand prize for manufacture of vehicle headlamps in the USA
innovation for its anti-pollution/anti-cdor cabin
air system

- 1SO 14001 certification of Amiens foundry site

e |



CHANGES IN THE REPORTING ENTITY DURING 2000-2001

2000

March: - acquisition of a 66% share in Valeo Unisia Transmissions

- creation of Vaieo Systems South Africa (51%-owned by Vaieo) with the group Metair

ACGQUISITIONS

September: - acquisition of Sylea and Filtrauto (automotive activities of the Labinal group)

June: - creation of Zexel Valeo Climate Control and Valeo Zexel Engine Cooling with the

Bosch group

2001

March: - acquisition of Telma's driveline retarders business

ACQUISITIONS . . .
November: - acquisition of 5.04% of Sylea (increasing Valeo's share to 98.5%)
October: - divestiture of 100% of Filtrauto
DIVESTITURES - divestiture of the non-automotive wiring activity
November: - divestiture of Valeo Transmission UK
Third quarter 2001

- Valeo and Ricardo signed a partnership
agreement for the development of a 42-volt
diese! vehicle improving fuel efficiency by
up to 30%

- 1SO 14001 certification
of San Luis Potosi (Mexico) site

- 1SO 14001 certification of
Olesa (Spain) and Hampton (USA) sites

- I1SO 14001 certification of Breuilpont
(France) and Juarez (Mexico) sites

Fourth quarter 2001

- 1SO 14001 certification of Greensburg (USA)
and Rio Bravo (Mexico) sites

- The Risk, Insurance and Environment Department
ordered the first health and work safety audit at
the Annemasse (France) site

- Valeo won gold and silver trophies

at the International Grand Prix for
Technological Innovation at Equip Auto 2001

- The Reims (France) site introduced vacuum

degreasing machines using no chlorinated solvents




VALEQ ENVIRONMENTAL CHARTER

By implementing an ISO 14001-compliant
Environmental Management System (EIVIS),
integrated intc the VALEQ “5 Exes” approach,
all Branch, Division and plant managers

and employees undertake to:

\‘ 1.Train and invelve personnel in identifying ard reducing the
\’ impact their work has on the environment.

%

i

\ 3. Prevent pollution by designing, manufacturing, packaging
| and recycling products in such a way as to minimize harmful
! effects on the environment.

\\ 5. Reduce energy consumption and optimize the use of natural
\ resources.
i

!\ 1. Implement an assessment system to ensure continuous
improvement of the Environmental Management Systerm.

1 g Q 2 The Environmental
Management System
is setup
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The risk

assessment

program TOOE
is launched LI
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The audit and
re-audit system
is set up

S

Valeo's risk management policy has two
objectives: to guarantee the safety of people
and property and to control the environmental
impact of our activities and products within

a perspective of sustainable development.

This policy is totally integrated into the Group’s
“5 Axes,” which aim for Total Quality in

our products and production processes. Based
on the Charters, Directives and implementation
manuals that set out the Group’s commitment
in these areas, it is scrupulously applied

the world over.

With regard to the environment, Valeo’s policy
is illustrated by its efforts to obtain 1SO 14001
certification for all its production sites

by 2003.

The ISO 14001 Standard
is introduced
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The Valeo 14001

and generic
plant programs
are launched
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WORK HEALTH AND SAFETY CHARTER

6. Make sure that temporary employees and subcontractors
apply Valeo’s safety rules at each site.

in Valeo's site audits, which also focus

on the environment, the security of property,
and safety. The objective is to assess health
and safety performance at 54 sites in 2002.

1. Bdopt a constructive approach to encourage transparent i
communication with personnel, customers, suppliers and
administrative agencies in order to improve the overall

management of health and safety in the workplace. '

28 sites are certified ISO 14001
The first environmental report
is published

1 @ 9 8 The product and process Z @ @ @

strategy is introduced

| | Emnsuring employee
, , health and safelty
Health and safety in the workplace are priorities
for Valeo. By implementing a health and safety
management system, integrated into the Valeo The health and safety of employees are top
S ; S Axes” approach, all Branch, Division and Lo K
38ing © plant managers and employees undertake to: priorities for Valeo. These concerns are taken
into account in the design of manufacturing
1. Maintain sites in compliance with applicable laws processes as well as in the management
and regulations as well as with Group Directives. and organization of workspaces
2. Assess the risks to employee health and safety generated To formalize its commitment in this area,
by equipment, processes, products and working methods. the Group drew up @ Work Health and Safety
3. Minimize risks to the health and safef{y of personmel. Charter in 2001. Health and Safety Directives
4. Measure their site’s performance in terms of work health ‘ defining the standards to be observed
and safety. worldwide will be prepared in 2002. They will
5. From the design phase, take into account the potential be as stringent as the Environmental Directives
impact of new products, equipment and precesses on already applied at all sites. Since 2001,
*h d 3 .
employees’ health and safety personal health and safety have been included

46 sites
12 sites are certified are certified

1999 | 1s014001 2001 | 150 14001
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Inwvolving and fraining | |

Initiatives to involve and train personne! are key to the success of Valeo's program ‘ /

to reduce environmental, health and safety risks. 1 \ x i
! \
To that end, awareness-building modules have been created for staff members in all ‘ U
areas (purchasing, logistics, production, R&D, maintenance, etc.). A special training :

program has also been created for people whose work could have a significant impact
on the environment.

Temporary and newly hired employees as well as subcontractors working at the sites

also receive information that will enable them to respect Valeo's environmental, ‘ | LFﬁ‘ - w - - @/
health and safety commitments. ‘ o c
OIS
_ ‘ : TL\) . ‘
Each Valeo site organizes safety programs with training for \ | oife @: q l\V?’L@J_ﬁj ekl }

I emergency situations, and periodic courses and drills. The objective | o E m}i— @ ?@;’7‘ i
~ is to ensure that all employees understand and are able to carry out | S JQ V;mm o
| the emergency procedure applicable at their plant. ‘ @@Z@ f\”\G« I 20051 J

D@‘V@L@Z&l?w mere exvironmentelly riendly processes

Valeo’s “product and process” strategy

Valeo’s concern for environmental impact is not limited to its production sites. It covers the full product life cycle, from design
to end-of-life.

To develop more ecological processes and products, the Group has pursued an environmentally focused “product and process”
strategy since 1998. Applied at all Valeo sites, this strategy defines guidelines for designing and manufacturing products
to achieve five major objectives

k 1. Eliminate hazazdous subsiances from producis and processes T
! \ 2. Knticipate the products’ end-of-life from the design stage \ |
| 3. Use recyciable-grade malterials i ‘
\ 4. Reduce waste \ |
‘ f 8. Re-rranuiacture 2ad re-use end-of-1ife products \
L oy

10




[ntegrating and leacing our suppliers

Supplier integration is a key component of Valeo's “5 Axes”.

As part of its Total Quality system, the Group works with its suppliers in a spirit of continuous improvement in order to maintain

high standards of competitiveness and quality. Regular audits are held to ensure that suppliers are meeting Valeo's
requirements.

In the area of environment and safety, Valeo makes a point of:
- checking that suppliers are applying high standards in their activities, and

i
I
!
I
|
I
|
\

- talking with suppliers to improve environmental management throughout the sector.

Environmental, health and safety criteria are taken into consideration in the purchasing process. All purchases of products,
equipment and services must comply with in-house Valeo standards. In particular, dangerous products must satisfy Group
requirements concerning banned or restricted substances.

Vieeting the expectations of stakeholders

The Group develops products and services that meet the environmental, comfort and safety requirements of its automaker
customers, final users, the authorities and the community in general.

Valeo’s sites are keen to maintain good relations with local communities by engaging in meaningful communication and taking

part in local initiatives aimed at protecting the environment.

Brazil Sd0 Paulo: action for the environment

The Pedreira site in Brazil has set up an internal and external environmental education program, with the participation
of 12 neighboring schools, local authorities and employees. Called “Provabil” (for Protection and Enhancement of
Billings, the name of S&o Paulo’s drinking water reservoir), the project is aimed at making Valeo’s employees and the
local community more aware of environmental protection and water conservation. To kick off the program, more than

i 120 children and their parents visited the Pedreira plant, which is opposite the reservoir, and planted 63 fruit trees.

A number of educational activities were organized during the day, and information brochures handed out.

Some 20 teachers subsequently received training in the discussion of environmental issues at the school, and several
Valeo employees took part in awareness-building actions in the community. The magazine “Livre Mercado” praised this
initiative as an illustration of the social and environmental involvement of local companies.

11




Dedicated ‘earas hroughout the Group

A dedicated organization exists to enforce the risk management policy and product and process strategy implemented
by Valeo.

The Group’s Risks, Insurance and Environment Department defines, implements and coordinates the Group's risk
management policy.

A coordinator in each Branch communicates policy and feedback, supplies technical expertise to the sites, assesses progress
and makes sure that the sites respect the commitments and improvement objectives that have been set.

At each site, an Environment, Health and Safety manager designated by the Plant Manager monitors the application of the
Group’s Directives.

=
N
Groun T el . Defines and coordinates Gioup policy
wILQUD LEVE > . Supervises external audits
o Risks, Insurance, Environment Department . Monitors glohal performance
. Coordinates Branch policy
Braach sevel > . Assesses environmental management
Environment, Health, Safety Coordinators system implementation _
. Monitors performance at the sites
| . . .
\ . Applies Group Directives
H Site hevell D . Implements the environmental management system
i‘ Environment, Health, Safety Managers . Organizes aw.areness-bmldmg and training for site .personnel
t . Conducts environmental self-assessments for the site

The Risks, Insurance, Environment Department works closely with Research and Development, which \
is responsible for designing and developing products and processes that combine technological innovation
with respect for the environment. !




Valeo Risk Management: integrated management of risks

Environmental management is part of an integrated system of risk management that covers the environment, the security

of property, people and data and the safety of buildings and installations, as well as health and safety in the workplace. All
the Group’s Directives in these areas are grouped in the Valeo Risk Management Manual. This manual, which will soon include
application guides for each sector, provides a common foundation on which each site can establish procedures adapted to

the specific features of its activity.

+ This risk management system is based on:

- detailed knowledge of the risks specific to each site, based on an initial in-depth audit carried out
by independent experts, set out in an “environmental identity card” and centralized at Group level in
the VEMIS (Valeo Environmental Management Information System) database;

- a site acquisition, divestiture and closing procedure with systematic environmental auditing;

- an environmental management system that contributes to the continuous improvement of performance
through a PDCA (Plan, Do, Check, Act) approach to necessary recommendations;

- regular monitoring of progress, based on external audits of performance at each site;

, - homogeneous documentation management for the entire Group.

= —
Evaluate Implement Measure
the environmental D the environmental D the progress
risks management system achieved
e Acquisition audit e Valeo 14001 system e External audits

« Initial in-depth audit

Y

7

PLAN DO
Environmental ‘ Site
identity card for Valeo 14001 assessment
the sites L sheets

ACT- CHECK
Centralized Consolidation
in the VEMIS by the Group
database

Site procedure




TR a3 A AT R S rpemay oy oy R s ATy B (5 e e oy o PERCENTAGE OF SITES
SNAGIOEOUS DRXLOLINAINCE IOILICILINE?
S = . = o < AUDITED BY EXTERNAL
EXPERTS

The Valeo audit program, which has existed since 1991, is a key component 50
of the environmental compliance strategy. Conducted regularly by external experts, w0 N
these audits and re-audits measure environmental performance and progress at ~ P
each site. 23 i -
Alongside these external audits, all Valeo sites regularly conduct their own | \
assessments of environmental performance. The site's environmental manager | |
prepares a compliance report each month and transmits it to plant management — |
and the Environmental Coordinator of the Branch. 99 00 o1
Valeo 14001: an LSO L4001-comp.iant
The Valec 14001 management system complies with the ISO 14001 standard.
It also includes Group-specific standards that are sometimes more stringent than
local regulations. ? N

@ \ @ :
To optimize deployment of the Valeo 14001 system at the sites, the Group has Q< @
each manager meet with independent experts, who provide support through training, DL— ~
advisory visits and mock audits. They help the managers set up and create /ﬂ\p \\‘7//—\ ‘1‘ VD\/—\ i
documentation for the system and then supply guidance in communication and \‘Qj_w k_‘?_‘g@@
implementation. Information collected during the advisory visits at the sites is used Q‘Q Lo~ = ‘
in monitoring application of the Valeo 14001 system through to certification. éLi =ro !

hae. heen ceriies
SR LAA

TNaees 057 im0 55 L& ay ma s =
Cuz *Zere sk oloective

PERCENTAGE OF

Taking its approach even further, Valeo has set as an objective a Zero Risk policy
SO 14001-CERTIFIED SITES

covering not only the environment, but also personal health and safety as well
as the security of property, installations and data.

31
Based on Valeo’s Highly Protected Site concept, this proactive approach sets 23 ~
zero risk targets in the areas of accidental pollution, the industrial security of ~ |
installations, and health and safety in the workplace. Through a program of -
continuous improvement aimed at enhancing employee awareness, involvement g | ‘
and responsibility, these objectives will enable the Group to achieve Total Quality N i

in risk management and environmental protection, in addition to processes NS
and products. This policy fits in perfectly with Valea's “5 Axes” approach. 99 00 O1




An effective environmental program must cover every stage in the life

cycle of a product, system or module (design, manufacture, use, end D
of life). To this end, Valeo designs and develops innovative processes 3 Qi \Q/
and products that combine technological efficiency with respect Q) @

for the environment.

Wiaking the environment part
of Research and Development R&D EXPENDITURE

(in million euro)

Constant innovation is one of Valeo's “5 Axes.” In 2001, the Group allocated 619 million eurc —
6% of sales — to Research and Development. 573 °1°

When the Group’s R&D teams research, develop and design new products, they place particular N M
emphasis on the environmental impact of the manufacture, use and end-of-life of products. L

Consequently, the project team always includes an environmental expert when a new product
is being developed. The environmental impact of new products and processes is also taken into

account in the analysis of project feasibility.

An environment-focused research group

Created in 1998, this technology focus group is made up of environmental experts and R&D staff from Valeo’s Branches.

The objective is to create synergies within the group to actively reduce the environmental impact of processes and products
over the entire life cycle. The subjects addressed by the group include banned and restricted substances, the elimination
of hexavalent chromium and its compounds, lead and its compounds and chlorinated solvents, the use of recycled grades
of plastic and product recyclability.




o

Chroosing envizonmmentally friendly meaterials
Phasing out dangerous substances

In 1995, Valeo created its Banned and Restricted Substances (BRS) database applicable to the automotive industry.

This base summarizes the laws and regulations applicable in the countries where Valeo is present, as well as the requirements
of its automaker customers regarding more than 600 substances entering into the composition of parts or in manufacturing
and repair processes.

This list is updated each year and may be consulted on the Valeo Intranet. It allows R&D teams to develop products that meet
the specific environmental requirements in each of Valeo's markets.

The list also ensures that materials purchased by the Group comply with its environmental standards.

At the same time, the Group is conducting studies on alternative solutions that will effectively meet the i
specifications of its automaker customers.

Valeo is intensifying its efforts at global level, to end the use of hazardous substances (in particular, lead, hexavalent chromium
and chlorinated solvents) in its manufacturing processes and products.

Eliminating the use of hexavalent chromium (Cr 6+) CONSUMPTION OF HEAVY METALS

In response tc requests from its main customers and new regulatory requirements

(the European Directive on End-of-Life Vehicles), Valeo began a program several 533 2,946
years ago to phase out the use of hexavalent chromium (Cr &+). Chromium 2,444 2375

is employed mainly in surface treatments to protect mechanical parts from Q %O

corrosion. After developing new, chromium-free treatments in 1999,

Valeo innovated once more in 2001 by replacing the phosphochromating of heat
exchangers with a process based on a long-life aluminum alloy. As a result, |
consumption of hexavalent chromium in the Climate Control Branch decreased ‘[
by 65% between 2000 and 2001. 99 00 01

O Consumption / sales (in tons/thousand euro)
O Consumption (in tons)




Replacing lead and chlorinated solvents

Lead is one of the hazardous substances Valeo is seeking to phase
out through several programs. For example, the Group has
developed a complete range of lead-free facings for passenger

cars and trucks. The G5 range of clutch facings now comptlies with
European regulations, effective as of July 2003, which seek

to phase out lead to permit more efficient recycling of end-of-life
compaonents. This new facing technology also replaces organic
solvents used in the manufacturing process, such as
trichlorethylene and toluene, with a water-based solution.

The G5 technology is a concrete application of Valeo’s commitment
to protecting the environment.

Gilving preference (o recycled
materials

Valeo uses recycled grade materials (recycled plastics and second
melting light metals) in many of its products. These materials,
which are obtained from suppliers or transformed directly by certain
Valeo Branches, make up an increasingly large portion of the
Group’s total volume of purchases.

In cooperation with automotive manufacturers, Valeo has developed
many products containing recycled plastic.

In 2001, Valeo consumed 9,249 tons of recycled plastics,
compared with 6,560 tons in 1899, an increase of more than 40%.

CONSUMPTION OF CHLORINATED SOLVENTS

2,638
652 5415 2,511

C= 492
372

99 00 01

O Consumption / sales (in tons/thousand euro)
O Consumption (in tons)

CONSUMPTION OF RECYCLED PLASTICS
(in tons)

10,000
9,000
8,000
7,000
6,000
5,000
4,000
3,000
2,000
1,000

0

9,249

8,151 M

6,560

99 00 01




S@S&@i@@bl@ Q@V@l@p:vm,@mt azplied to the preduction site

Valeo has developed a global approach to integrate the notion of sustainable development from the design phase of a production
site: the generic plant. This approach is based on the work of the HQE™ association, the U.S. Green Building Council® and
recommendations of the World Bank®. All new plant construction or renovation projects include sustainable development criteria
in very detailed specifications concerning:

- site selection,
lant construction,
- ernployee wozking conditions,

2 - plant operation,
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- reduced emissions and waste.

Where possible, plants are located in existing or fallow industrial zones to avoid occupying agricultural lands or natural areas.
The sites must be easy for employees to get to and also located near major customers and suppliers to reduce transport.

During the construction or renovation, Valeo takes care to protect the landscape and local ecosystem. A landscape architect
works with the building architect to ensure that the site is well integrated into the natural environment and to lay out green
spaces that will highlight local varieties of plants. Exceptional species are preserved or replanted nearby whenever possible.

When the San Luis Potosi site in Mexico was constructed, the palm trees on the grounds were replanted and a cactus
garden created along the edge of the sife.

W Targets definition for building environmental quality, 1897
@ The leadership in Energy and Environmental Design (LEED) Green Building System, 2000
® Pollution Prevention and Abatement Handbook, Toward Cleaner Production, 1998




Employee working conditions are also the focus of considerable attention during the planning stages to ensure that the building
meets high standards in ventitation, lighting, acoustics and safety.

The risks of accidental pollution from leaks, fires or explosions are carefully evaluated and preventive measures built-in from
the design stage.

Plants are designed to minimize environmental impact over their entire life span. When drawing up the plans for the plant,

the architect will orient the future building in such a way as to reduce the energy needed for heating, cooling and lighting.
Considerable importance is also given to the choice of construction materials, which should be easy to recycle and free of
compounds hazardous to health or the environment. Whenever possible, these materials should be sourced from local suppliers.

Through this innovative approach, Valeo is seeking to diminish site impact at the source and to improve the working
environment of employees. The plants at Veszprem (Hungary), Skawina (Poland), Zebrak (Czech Republic), Bouznika (Morocco)
and Atsugi-Shi (Japan) are illustrations of the generic plant concept.

The Atsugi-Shi plant




BREAKDOWN OF ENERGY CONSUMPTION

Saving natural resources

100% —
14% 4%
80% 4% =
31% 41%
60% B ]
Energy consumption 20% 20% |
Reducing energy consumption is a primary objective of Valeo’s Environmental 20% 37% || 56% 55%
Charter. Most of the Group's industrial processes use electricity and gas, . ‘ |
which are cleaner energy sources than fuel oil, oil or coal. 0%
99 00 o1

_ Exemplary actions
To meet the commitments set out in the Charter, each site has defined a plan C Electricity 0O Gas Fuel oil
for reducing its energy consumption. For example, the VSDS Branch has put

in place weekly monitoring of energy consumption, with analysis of any

divergence from usual patterns, as well as inspections of installations.

TOTAL ENERGY CONSUMPTION

® /mprovement objectives
- Further reduce the proportion of fuel oil in energy 347 1,871 658
CoRSUmpLion ﬂ W

B 185 166

[ m

| 4

i | 4:

L] L

99 00 01

Water consumpu@m O3 Total consumption / Sales
The Valeo Group is aware that water resources are becoming scarcer and is (in MWh/million euro)
making an effort to develop intelligent solutions to reduce water consumption O Total consumption (in MWh)

at all its sites.

T Exemplary actions
Many Valeo production plants have implemented plans to reduce water
consumption. A basic component of these plans is a shift to closed-circuit WATER CONSUMPTION

cooling systems and the development of new water-saving technologies.
857 8,139

® /mprovement objectives
- Continue phasing out open-circuit water systems

99 00 01

T Total water consumption / sales
(in m*million euro)
O Total consumption (in thousands of m?)




Protecting alr and water quality

Valeo is careful to protect air and water quality at all its production plants
by reducing emissions at the source and investing in treatment systems.

Atmospheric emissions

O Main types

Most of the emissions generated by Valeo's production activities are Volatile
Organic Compounds (VOC) and greenhouse gases (CO,, CO, NOx).

VOC EMISSIONS
{volatile organic compounds)

454 2476

|
|

99 00 o1

O VOC / Sales (in kg/million euro)
O VOC (in tons)

O Exemplary actions

All Valeo sites producing Volatile Organic Compounds (VOC) are equipped with
filtering systems and treatment units. These sites use recycling technigues
for solvents, which are the primary cause of VOC emissions.

Valeo introduced a program to reduce YOC emissions at the source several
years ago. The Electronics & Connective Systems Branch and the Lighting
Systems Branch have developed solvent-free paints and varnishes.
Solutions are being developed to phase out the use of paint and varnish.

With its new range of G5 clutch facings made without chlorinated products,
the Transmissions Branch is also contributing to efforts to reduce VOC
emissions. In terms of greenhouse gas emissions, the Group is seeking

to cut its energy consumption and improve the operation of its combustion
installations. For example, gas-fired boilers are replacing boilers running

on fuel-oil, which pollutes more.

» /mprovement objectives

- Continuwe eliminating chlorinated solvents
from processes and products

- Replace 20l fuel-oil boilers with gas boilers

—
Origim Mlaim Impact
emissions
Use of solvents Creation of tropospheric ozone
(degreasing parts) D voC (ozone poliution, potential impact
i and paints with solvents on human health)
!
! Zamack presses, plastic
| injection, aluminum smeltin D Greenfiouse gases Climate change
| nuection, & & | (C0,,, €O, NOX) s
! insert-molding 2
1
L

GHG EMISSIONS
(greenhouse gas emissions)

64 299,550
: 145,002 154,401
21
16
| ]
D L
99 00 01
0 GHG / sales

(in tons of CO, equivalent/million eurc)
O GHG (in tons of CO, equivalent)

GHG emissions have been calculated from energy
consumption by applying emission coefficients
set by the Inter-governmental Panel on Climate
Change (IPCC)




Discharges to water
T Main discharges

Valeo treats industrial effluents that may contain heavy metals (hexavalent chromium, lead) and fluorine prior to discharge.

o I

Wrain discharges

Impact

Heavy metals

>

Surface treatment

~

Accumulation in soil and
sediment, impact on aquatic

c
(Cr 6+) fauna
Production of heat . Toxic at high concentrations
. > Fluorine ) )
; exchangers (brazing) \ for aquatic organisms

C Exemplary actions
Water quality is the focus of particular attention at all Valeo sites.

| Only 23% of Valeo’s sites produce industrial effluents.
All of them are equipped with treatment systems.

By recovering runoff water and installing separate networks, plants are able
to collect rainwater and accidental spills and channel them for proper

treatment (water from clean roofs evacuated through the wastewater networks,

runoff from parking areas sent to an oil separator-remover, treaiment in an
appropriate treatment center where necessary).

Alongside these effluent management systems, Valeo is developing innovative
processes to reduce the volume of discharges and their pollutant concentration.

Valeo's programs to phase out lead and hexavalent chromium are reducing
at the source the discharge of heavy metals into natural water sources.

® Improvement objectives
- Continue phasing out lead and hexavalent chromium
from processes and products

INDUSTRIAL EFFLUENTS

2,731

99 00 01

O Volume discharged/sales (in m*/million euro)
O Volume discharged (in thousand of m?)

QUANTITY OF HEAVY METALS
IN THE EFFLUENTS

1,270
0411118 1,073
0.29

7 0.25
B ~ Q
| | b

Pl \

99 00 01

0O Quantity/sales (in kg/million euro)

O Quantity (in kg)




@l@ﬁimizimg W@Sﬁ@ mam@g@m@mﬁ CONSUMPTION OF PACKAGING MATERIALS

17,306 58,297
Valeo is striving to reduce the quantities of waste generated and minimize 38,177 42,909
its impact on the environment by promoting its re-use, either internally 10,371 0773
or through recycling. '
Main waste generated by Valeo’s activities
Type of main waste Destination
Metal > Internal re-use, recycling 99 00 01
Cardboard and wood pallets > Recycling
Plastic > Internal re-use, partial recycling O Consumption/s@es (in tons/thousand euro)
Dangerous materials > Treatment by specialists O Consumption (in tons)

(] Exemplary actions
Programs to reduce waste at the source and waste sorting programs have been
in place at all plants since 1994.

Valeo limits its consumption of raw materials and reduces production waste
at the source. In this way, a percentage of injection sprue, reground scrap,
machining dust and waste paint powder are put back into the processes,
following strict quality testing of the materials. In 2001, 800 tons of diverse

BREAKDOWN OF PACKAGING MATERIALS
CONSUMED (2001)

plastic waste was re-used internally. Plastic
Wood

The introduction of the Valeo Production System (VPS), based on the use packaging
of plastic bins to move parts, components and merchandise around the plant, 41%
has also substantially reduced the amount of packaging waste produced. /

packaging
12%

At the same time, all personnel at the plants have been made aware

of the importance of sorting at the source. At present, 61% of the waste Cardboard
produced by the Group is re-used externaily or internally. iig}ag'”g
» Improvement objectives
- Continue efforts to reduce the production of waste at the source,
particularly packaging waste
- Extend the Valeo Production System to inter-site transport
- Increase recovery and re-use (materials and energy), with recycling
as the main priority
TYPES OF WASTE PRODUCED (2001) WASTE GENERATED WASTE RE-USE RATE
Dangerous 116.552
waste 14.3 1498 16g 123 !
32% j % 47
68,458 :
\ O/\ : | |
Non-dangerous 4 ‘ ‘ ‘
waste [ ‘ :
68% 99 00 01 99
O Quantity/sales (in tons/million euro) (in %)

O Quantity (in tons)

23
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Ilcdemtifying and trealting environmental damage

For Valeo, environmental responsibility extends well beyond current activities. The Group assumes its responsibilities from
initial site acquisition to final sale or closure, ensuring that any environmental damage inherited from past activities is identified
and treated in accordance with Valeo rules and standards.

For example, the site acquisition procedure involves an initial acquisition audit (Phase | audit) to identify the risks of
environmental damage, focusing on soil pollution in particular. This initial audit may be followed by a more in-depth investigation
of the soil and groundwater (Phase I} audit) if the potential risks are high. After acquisition, the site is included the Group’s audit
and reaudit scheme. The same procedure is applied when a site is sold or closed, and for all property transactions, whether Valeo
owns or simply leases the land in question.

Construction of the Mermoz hospital !

|

|

| In 1996, the Valeo Group rehabilitated its Mermoz site, a

\ center of industrial activity for more than a hundred years.

| Covering an area of 7 hectares in Lyons (France), the site had
} hosted a wide range of industrial processes over the years:

i Impregnation, immersion and spray painting, phosphate
treatment, chromating, zinc coating, stamping, machining,
degreasing, etc.

| Over a two-year perfod, from 1999 to 2001, with the support
of the local authorities, the site was treated to remove all
forms of pollution.

Most of the land was then sold. In 2001, construction work
began on the largest plot to build the Mermoz hospital, soon
to be Lyons’ largest private hospital.
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Innovation through the “Domain” approach

Through its “Domain” and “Module” approach, Valeo provides vehicle manufacturers with global solutions that meet
fundamental market needs such as comfort, safety and security, while offering fuel savings and lower pollutant emissions.

The gains are higher than those achieved through a non-integrated approach, with shorter development times, improved results

— enhanced functionality, ease of dismantling, recyclability — and lower costs.

a major step forward:

- Lower energy consumplion and fewer pollutant emissions
- Improved cabin air gquality

- Reduced noise and vibration

- Reduction in the welght and volume of equipment

©)

O

O

O

O

Im environmental (erms, the “Domain” and “Module®” approach represents

THE 5 DOMAINS
DRIVELINE SYSTEMS
SEEING AND BEING SEEN

ELECTRICAL ENERGY
MANAGEMENT

ACCESS AND SAFETY

AUTOMOTIVE THERMAL
SYSTEMS

25
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Reducing enexgy consumption

Enhancing the energy efficiency of our products and systems

Vehicle radiators, air-conditioning systems, clutches, electric motors, alternators and starters, headlamps and signaling lights
consume large quantities of electricity. Their energy efficiency must be optimized to reduce power losses. To this end, Valeo
has launched a number of technology programs:

| - Electronic cooling management for higher engine efficiency,

- Optimized. eguipment efficiency (alternators, clectronicaily controlled motors
and fans, lighting),

- 42-VYolt architectuze.

Valeo, pioneer of the 42-Volt technology

reached its limits. Over the last two years, Valeo has developed a new 42-Volt architecture to address these new needs.
1 The voltage increase from 14 Volt fo 42 Vot enhances power generating efficiency by 7% to 9%, And on the new
| air conditioning systems, the use of a 42 Volt compressor in association with a 42 Volt high-efficiency alternator should
. reduce additional fuel consumption by around 30%.

\
|
} With the ever increasing power requirements of new on-board equipment, the traditional 14-Volt power system has
1

Low-energy LED headlamps and discharge lamps

incandescent lamp. Moreover, it has a longer lifetime, is highly compact and lights up very quickly.
Replacement of the high and low beam headlamps by a single dual-function High Intensity Discharge (HID) headlamp

The light-emitting diode (LED) is an optoelectronic component that consumes only one-fifth the power of a traditional
reduces power consumption by around 60%, while improving lighting performance. !




Reducing fuel consumption r

Valeo’s industrial branches have achieved significant progress in their quest \

]
|
to provide car manufacturers with practical solutions for reducing vehicle N ‘/@ @ 1‘
fuel consumption. For example, the Stop & Start system developed by the J { U | @ ’

Electrical Systems Branch substantially reduces fuel consumption (a 10%
decrease in urban traffic) by shutting off the engine when the vehicle is ﬁ’r - ﬁ .. o
stationary and then starting it again automatically. \,E_L@LH @@\V@i@g = ‘
£ T~ = I I
Automated manual transmissions also bring down fuel consumption in ursan raltie \
(by 5 to 10%) in line with future CAFE standards. Current work on light Withthiel ;
hybrids, in collaboration with Ricardo, should lead to new breakthroughs @ﬁ@@ & Seaset @Sﬁ@@@m ‘:
i

in vehicle fuel economy. ’

Valeo and Ricardo sign an agreement to develop a 42-Voit hybrid diesel vehicle improving fuel efficiency by up to 30%

Valeo and Ricardo have signed a technical and strategic partnership to develop a 42-Volt mild hybrid diesel vehicle.

This partnership combines Valeo's expertise in 42-Volt electrical energy and thermal management systems and Ricardo’s
know-how in diesel powertrains and system integration. The aim is to cut fuel consumption by 30% and to bring pollutant
emissions down to 50% below the legal limits applicable in 2005 while maintaining performance and driving pleasure.
The agreement with Ricardo was signed at the beginning of the year. Extensive collaborative research work, including
software, testing and development, has already produced the first visual model, displayed on Valeo's stand at the 59th
IAA show in Frankfurt in September 2001.

Improving air guality

Better cabin air quality

Valeo is working on new air treatment techniques to enhance air quality inside the passenger compartment. New systems
(filters, poilutions sensors) have been developed to purify and deodorize the outside air by removing harmful pollutants, gases
and particles.

|

\ Innovation 2001: Photocatalysis

. The Valeo photocatalysis system uses UV light to purify the cabin air by eliminating poliutant gases. This highly efficient
l system (80% efficiency on toluene, 70% efficiency after 1,200 hours of use) removes all volatile organic compounds,

| nitrogen oxides and sulfur oxides, eliminates odors and traps bacteria in its filter. It was awarded the Grand Prix for
Innovation 2001 at Carrefour du PREDIT (National land transport research and innovation program).
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Redueing poliutant

REDUCTION [N POLLUTANT EMISSIONS

emissions

Valeo is helping to reduce vehicle emissions okm § 2% 10 5% 10% to 20 10%
by developing equipment that will enable car 2004+ reduction reduction reduction
manufacturers to comply with future standards /Z

on atmospheric emissions, due to come into force pf gkm §

in 2005. For example, Valeo offers effective A A
solutions to cut nitrogen oxides emissions (NQOx), <l Euro 3 gk gkm

which are partly responsible for acid rain and which 100+ 2+

irritate the respiratory tract and the eyes. _ 0.2+ Eura 02+

The Group also provides practical methods for reducing ‘ 14 ‘ — <lEuro 3
carbon monoxides (CO) and carbon dioxide (CO5) g . 2 . 01+ g . 01+
through advanced engine cooling management for % é g, % g

enhanced combustion and a substantial reduction

. ) - co, co HC

in engine friction.

Euro 3 : European standard setting emission limits (NOx, HC, CO and particles) for motor

vehicles. CO, emissions are not covered by Euro 3 standards.

Innovation 2001: THEMIS: THErmal
Management Intelligent System

Traditionally oversized to withstand extreme
conditions — car driving uphill with a caravan

in tow — existing engine cooling systems consume
far toc much fuel and waste a large amount

of thermal energy. In response to this problem,
Valeo has developed THEMIS (THErmal
Management Intelligent System), a system which
adjusts engine temperature to the conditions

of vehicle use.

Thanks to this system, engine warm-up time

is halved and fuel consumption is reduced by

2 to 5%, with a corresponding reduction in
pollutant emissions. THEMIS was a finalist in the
International Grand Prix for Technical Innovation
at Equip Auto 2001,

Location

Control
valve

O

Elecironic
waler DUy

With the THErmal Management Intelligent System,

the engine cooling function is controlled efectronically
and engine temperature is maintained at the optimal
level. Engine efficiency is improved substantially,
resulting in lower fuel consumption and €0, emissions
and enhanced comfort in the passenger compartment.

Electronic
engine cooling
conlrol module

Veriahble-speed
elecironic cooling fan
(Fantronic®}




Reducing nolse and vibration

Valeo's R&D teams are focusing on the problem of noise and vibration absorption to find innovative solutions for all automotive
functions. Significant progress has been made in reducing noise produced by radiators, alternators, air-conditioning systems and
windshield wipers.

Innovation 2001: The Silencio™ Flat Blade windshield wiper blade

The Silencic™ Flat Blade wiper combines innovation, style and advanced technology for excellent wiping quality.

Valeo applied its expertise in aerodynamics, acoustics and materials and performed extensive consumer tests to produce
| an ultra-flat design which is much quieter than conventional wipers and enhances safety through improved visibility.
| The Silencio™ Flat Blade won the gold trophy in the "Aftermarket, Services and Accessories” category of the International ?
Grand Prix for Technical Innovation at Equip Auto 2001.

Noise levels of the Flat Blade compared with a standard wiper

Speed Noise reduction with wipers Noise reduction

in off position with slow wiping speed
120 km/h -2 DB -3.8DB
150 km/h -1.3DB -3.4DB

q
|

Reduecing the welght and volume of equipment

As performance improves and the number of functions increases, vehicle equipment is tending to get heavier.

Valeo is therefore working on the same functions, but with lighter materials {plastics, aluminum, magnesium) to reduce weight.
For example, the Climate Control Branch has obtained weight gains of around 10% using Mu-Cell, a new plastic compound
incorporating gas micro-bubbles.

! At the same time, the growing use of electronic control systems and miniaturized parts is reducing volume

, and bringing down vehicle weight. The efforts made by Valeo to reduce equipment volume and weight will
‘ help to lower fuel consumption and reduce pollutant emissions.
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£aSY recyCiing

For several years, Valeo has applied a global approach to the life cycle management of its products, systems and modules, with
a view to addressing the problem of recycling from the earliest design stage. Manufacturers must now design their cars to
facilitate end-of-life recovery and recycling and Valeo's approach provides a response to their growing needs. It anticipates the
requirements of the European directive on end-of-life vehicles (ELV Directive of 18 September 2000, currently being introduced
into French law).

For example, the Group systematically applies the “design for ease of dismantling” (DFD) and “design for recycling”(DFR}
principles in its design projects.

Valeo also seeks to minimize the number of parts and families of materials used in a component. To this end, it is developing
a single-material approach and a range of “green” modules.

i Fewer parts

To simplify ELV dismantling and recycling, the Climate Control Branch’s “pick and plug” program has substantially
reduced the number of references used for standard components.
The new “flat blade” windshield wiper comprises 7 parts, compared with 23 for a standard wiper.

“Green” modules }
i

Valeo’s ecological front end comprises a metal/plastic structure incorporating the lighting and engine cooling functions.
' It is a practical illustration of the Group’s innovative approach. The screws on the module have been replaced by a system |
. of clips for easy component assembly, dismantling and sorting.

Product re-manufactaring and re-use

= ; Vi L
| Miere tham
Valeo aims to establish a leading position in automotive equipment ‘ h ’ 1
re-manufacturing, a sector that offers attractive market opportunities. ! -
Certain Valeo end-of-life products are collected, re-manufactured and sold | SR o8 LQ N
in the aftermarket. They include alternators, starters, truck clutches, radiators S ﬁjjii H L \6/7 T .
and — since 2000 - compressors, condensers and light vehicle clutches. P o -
PR-TRARUIACIIEC DEHE

The Group re-manufactures more than a million end-of-life parts each year at its specialized site in Angers
(France). These parts, rebuilt and guaranteed for a full year by Valeo, are used on the aftermarket
by most major automotive brands.




CAFE (Corporate Average Fuel Economy)

Fuel consumption standards for new vehicles sold in the USA, enforced
in 1978 under the Energy Policy and Conservation Act of 1975.

(¢1®)

Carbon monoxide. Gas produced by the combustion process.

COy
Carbon dioxide. Principal greenhouse gas.

Crx 6+

Hexavalent chromium. The most oxidized form of chromium, a member
of the heavy metals family, used for its anti-corrosion properties.

EBure 3
European standard setting pollution limits in the automotive industry.

Greenhouse gases

Gaseous compounds which absorb and re-emit infrared radiation.
Their increasing concentration is believed to lead to a global warming of the
climate. Emissions limits for these gases were defined in the Kyoto Protocol.

GRI (Clobal Reporting Initiative)

Launched in late 1987, the Global Reporting Initiative is an international
and multi-partite initiative aiming to define and disseminate guidelines
for sustainability reporting.

ISO 14001

Standard published by the tnternational Standards Organisation
for the creation and certification of environmental management systems.

NOQ3x
Nitrogen oxides. Compounds produced primarily by vehicles and combustion
installations.

VOC (Volatile Organic Compounds)

Group of chemical compounds containing carbon and which evaporate
at ambient temperature.

Zamacelk

Alloy of zinc and aluminum.
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Transmissions
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Christophe VYallée
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Tel. +33 3 22 67 58 00
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Transmissions
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Fax +33 1301354 11
Michel Forissier
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Fax +33 1 30 13 52 33

Lighting Systems
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Jean-Pierre Nicolas
jean-pierre.nicolas@valeo.com
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Fax +33 14942 62 24
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Philippe-Paul Petit
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Daniel Richard
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Wiper Systems
Motors & Actuators

Immeuble Le Titan - Parc Ariane 2
2 boulevard des Chénes

78340 Guyancourt - France
Jean-Pierre Vallon
jean-pierre.vallon@valeo.com

Tel. +33 13069 61 00

Fax +33 1 30 69 61 01

James Kolanek - Amérique du Nord
james.kolanek@valeo.com

Valeo Inc.

3000 University Drive

Auburn Hills, Ml USA 48326-2356
Tel. +1 (248) 340-3723

Fax +1 (248) 340-3053

Dennis Laabs (VWS)
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8, rue Louis Lormand
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Stuttgarter Str. 119
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Fax +49 71 42 73 29 19

Susan Rutt (VMA)
susan.rutt@valeo.com

Valeo Inc.

3000 University Drive

Auburn Hills, MI USA 48327

Tel. +1 (248) 340-3000

Fax +1 (248) 371-1126

Security Systems

Europarc - 42 rue Le Corbusier
94002 Créteil Cedex - France
Yves Huguet
yves.huguet@valeo.com

Tel. +33 1 56 71 53 30

Fax +33 1 56 71 53 44
Christophe Dominiak
christophe.dominiak@valec.com
Tel. +33 1 56 71 54 25

Fax +33 1 56 71 53 79

Electronics &
Connective Systems

ZAC du Pas du Lac - 5 avenue Newton
78180 Montigny le Bretonneux - France
Yves Huguet

yves.huguet@valeo.com

Tel. +33 156 71 53 30

Fax +33 1 56 71 53 44

Franck Ferrier
franck.ferrier@valec.com

Tel. +33 1 30853085

Fax +33 13043 4171

Guillaume Devauchelle
guillaume.devauchelle@valeo.com

Tel. +33 1 30 85 30 85

Fax +33 130434171

Switches & Detection Systems

Guillaume Chevrier
guillaume.chevrier@valeo.com
SC2N

45 rue Charles de Coulomb - BP 42
14125 Mondeville Cedex - France
Tel. +33 2 31 52 32 00

Fax +33 2 31 523203

Joachim fathes
joachim.mathes@valeo.com

Valeo Schalter und Sensoren GmbH
Stuttgarter Str. 119

D-74321 Bietigheim-Bissingen-Germany
Tel. +49 7142 730

Fax +49 7142 73 2750
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Le Triangle

15 rue des Rosiers

93585 Saint-Ouen Cedex - France
Jean-Pierre Leruez
jean-Pierre.leruez@valeo.com

Tel. +33 1 4945 339 09

Fax +33 149453200
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