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15-YEAR SUMMARY OF FINANCIAL DATA

Summary of Operations For The Year 2007 2006 2005 2004 2003
Net Sales 3653,933; $572,267 $536,484 $505,666 $469,019
Cost of goods sold 426,238 373,163 337,844 287,920 272,518
Gross profit 227,697 199,104 198,640 207,746 196,501
Gross profit margin 34.8%! 34.8% 37.0% 41.1% 41.9%
Research and development expenses 50’7151 41,774 35,058 30,834 26,614
Selling, general & administrative expenses 38,16(:‘»’l 30,883 27,286 26.846 23,312
Operaling income 138,816 126,447 136,295 150,066 146,575
Percent of net sales 21 .2%l 22.1% 25.4% 29.7% 31.3%
Interest expense «% - -
Interest and other income 40,923 32,527 23,600 15,666 11,589
Income before taxes 179,739] 158,974 159,895 165,733 158,164
Percent of net sales 27.5%I 27.8% 20.8% 32.8% 33.7%
Income taxes 57,609 50,213 50,367 53,076 51,403
Tax rate 32.1% 31.6% 31.5% 32.0% 32.5%
Net income 122,1304 108,761 109,528 112,657 106,761
Percent of net sales 18.7% 19.0% 20.4% 22.3% 22.8%
Return on average equity 16.2% 14.1% 13.5% 15.3% 16.8%
Earnings per share - diluted $0.851 $0.73 $0.70 $0.72 $0.69
Price/earnings ratio range 27-17 29-17 29-22 33-21 3317
Weighted average common shares outstanding - diluted 144,070 148,494 157,031 156,721 155,369
Capital expenditures 54,524 48,193 53,533 30,535 22248
Financial Position At Year-End
Cash and short-term investments 3397,989; $328,228 $507,014 $494,880 $393,607
Long-term investments 155,384! 146,216 132,525 122,174 145,616
Total current assets 528,494} 446,878 618,988 592,609 485,349
Total current liabilities 68,363 57,363 58,088 50,856 50,480
Working capital 460,131 389,515 560,900 541,753 434,869
Plant and equipment - net 205,610 184,134 164,030 135,649 126,807
Total assets 898,023 785,028 922,646 856,859 762,530
Long-term debt, including current maturities -; - - -
Shareholders' investment 806,812 702,694 841,585 783,280 693,643
Debt/equity ratio (including current maturities) -% - - -
Commeon shares outstanding 144,754 142,476 156,044 155,734 154,082
Book value per share SS.S?i $4.93 $5.39 $5.03 $4.50)
Cash dividend declared per share $0.40 $0.37 $0.35 $0.32 $0.15

1. Includes litigation settlements of $4,000,000 in 1996,

2. Patent litigation settlement negatively impacted net income by $2,680,000 (after tax) and earnings per share by $0.02,

3. Includes litigation judgment of $2,885,000 in 2007.

4. Litigation judgment negatively impacted net income by $1,900,000 (after tax) and earnings per share by $0.01.

In theusands, except Gross profit margin, Percent of net sales on Income and Net Income, Tax rate, Return on average equity, Per share data,
Price/earnings ratio and Debl/Equity ratio. All per share data has been adjusted to reflect the two-for-one stock splits effected in the form of

100 percent common stock dividends issued to shareholders in June 1993, June 19986, June 1998 and May 2005
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2002 2001 2000 1999 1998 1997 1996 1895 1994 1993
$395,258 $310,305 $297 421 $262,155 $222,292 $186,328 $148,708 $111,566 $89,762 $63,664
235,611 188,302 172,468 148,820 131,901 118,941 93,583 67,767 51,319 38,452
159,647 122,003 124,853 113,335 90,391 67,387 55,125 43,799 38,443 25,212
40.4% 39.3% 42.0% 43.2% 40.7% 36.2% 37.1% 39.3% 42 8% 39.6%
22,973 20,685 16,901 13,756 10,984 9,079 7.538 5,858 4,904 4,176
21,474 19,259 17,641 14,058 12,065 10,825 15,7481 12,879 10,567 7,182
115,200 82,059 90,411 85,522 67,343 47 482 31,840 24,962 22972 13,854
29.1% 26.4% 30.4% 32.6% 30.3% 25.5% 21.4% 22 4% 25.6% 21.8%
- - - - - - - - 8
11,873 14, 558 14,112 10,693 7,320 4,707 3,642 2,969 1,698 900
127,073 96,618 104,523 96,216 74,663 52,189 35,482 27,931 24,670 14,746
32.1% 31.1% 35.1% 36.7% 33.6% 28.0% 23.9% 25.0% 27.5% 23.2%
41,302 31,41 33,979 31,352 24,356 16,959 11,519 9,036 8,204 4,901
32.5% 32.5% 32.5% 32.6% 32.6% 32.5% 32.5% 32.4% 33.3% 33.2%
85,771 65,217 70,544 64,864 50,307 35,230 23,9632 18,895 16,466 9,845
21.7% 21.0% 23.7% 24.7% 22.6% 18.9% 16.1% 16.9% 18.3% 15.5%
16.3% 14.8% 19.6% 23.4% 24.5% 23.4% 21.5% 22.7% 27.2% 23.2%
$0.56 $0.43 $0.47 $0.43 $0.34 $0.24 0172 $0.14 $0.12 $0.07
30-21 40-21 4317 41-19 3z2-16 28-17 40-16 25-14 36-19 60-17
153.205 151,744 151,036 149,993 147,233 143,923 142,049 137,022 135,951 133,949
32,561 45,298 21,617 21,968 24,596 16,383 16,424 4,862 6,160 3,393
$215,651 $205,644 $138,443 $94,734 $74,063 $41,131 $48,534 $34,277 $19,331 $13,307
203,359 132,771 153,016 125,817 78,744 70,291 33,945 32,146 26,282 13,612
276,798 259,858 190,556 138,216 115,357 75,919 72,696 68,611 36,685 27,067
29,060 20,985 19,691 16,470 14,847 14,591 11,361 14,050 8,986 5,530
247,738 238,873 170,865 121,746 100,510 61,328 61,335 42011 27,699 21,537
124,983 110,862 81,920 71,338 59,360 42,239 31,575 18,942 17,173 13,699
609,173 506,823 428,129 337,673 254,890 189,783 140,378 109,244 80,739 55,191
573,640 479,001 402,104 317,051 237,008 173,205 127,804 94,672 71,375 49,547
152,443 150,344 148,582 146,825 144 518 141,597 138,997 135,167 132,076 129,694
$3.76 $3.19 $2.71 $2.16 $1.64 $1.22 $0.92 $0.70 $0.54 $0.38




TO OUR SHAREHOLDERS

We are pleased to report that we
posted record net sales, net earnings and earn-
ings per share for the year ended December
31, 2007. As you can all imagine, this per-
formance did not come easily, but if you’ve
been a longtime shareholder of Gentex Corpo-
ration (“Gentex” or the “Company”), | believe
that you’ll understand that we are known for
our perseverance, even in very volatile markets.

We completed the year by reporting a
14 percent increase in record net sales to
$653.9 million compared with $572.3 million
for the year ended December 31, 2006. We ex-
ceeded our beginning of the year expectations
for top line growth, primarily due to a richer
mix of products that we shipped during the
year, including SmartBeam®, the intelligent
high-beam headlamp assist system that we
started shipping in the 2005 model year, and
the new Rear Camera Display (RCD) Mirror,
which we started shipping this year. Each of
those products have incremental average sell-
ing prices that are at Icast three times higher
than the price of one base feature auto-dim-
ming rearview mirror, and there appears to be
market demand for each.

The Company’s sales continued to
grow, despite reduced vehicle production lev-
els at the traditional “Big Three” automakers
in North America. Our business strategy many
years ago was to work to diversify our cus-
tomer base so that eventually our percentage
of business with each automaker would ap-

proximatcly reflect that automaker’s percent-

February 27, 2008

Fred T. Bauer, Chairman of the Board
and Chief Executive Officer

age of global market share, and we believe that
we are on our way to doing that. We also have
an excellent portfolio of high value-added
products to offer our customers, and a number
of those products are just starting to get some
traction, such as SmariBeam® and the new
RCD Mirror.

For the year ended December 31,
2007, net income increased by 12 percent to a
record $122.1 million compared with $108.8
million in calendar year 2006. Earnings per
share on a fully diluted basis increased by 16
percent to a record 85 cents for the year ended
December 31, 2007, compared with 73 cents
in calendar 2006.

During calendar year 2007, the Com-
pany’s financial results were negatively im-
pacted by approximately $4.8 million (pre-tax,
reported in Engineering, Research and Devel-
opment Expense) in legal expenses related to
litigation between the Company and K.W.
Muth and Muth Mirror Systems LLC (collec-
tively “Muth™). The litigation related to exte-
rior mirrors with turn signal indicators. A trial
tock place in Wisconsin in July 2007, and in

December 2007, the Court found that Muth’s

.




patents were invalid and unenforceable, and
that Gentex’s Razor Mirror product does not
infringe Muth’s patents at issue in the suit.
However, the Court did find that Gentex had
breached the agreement between the two com-
panies and entered a judgment against Gentex
in the amount of $2.9 million for breach of
contract. In accordance with generally ac-
cepted accounting principles, the Company
recorded a pre-tax charge of $2.9 million in
the fourth quarter of 2007.

On February 15, 2008, the Company
entered into a Settlement And Release Agree-
ment And Covenants Not To Sue (“Agree-
ment”) with Muth that is subject to
Bankruptcy Court approval. Per the Agree-
ment, the parties agreed to scttle the Court’s
judgment against Gentex for damages relaied
to breach of contract at a reduced amount of
$2,550,000, compared with the original
32,885,000 judgment originally entered by the
Court. In addition, under the Agreement the
parties agreed to grant the other party a te¢n-
year covenant not to sue for each company’s
core business, to release each other from all
claims that occurred in the past, and not appeal
the Court’s rulings. Once the Agreement is ap-
proved by the Bankruptcy Court, the adjust-
ment to the original judgment for damages will
be reflected in the Company’s financial results
for the first quarter of 2008. The original judg-
ment was reflected in the Company’s financial

results for the year ended December 31, 2007.

Gentex anticipates that the Bankruptcy Court

will approve the Agreement,

The Company’s gross margin in-
creased from 2006 to 2007, primarily due to
higher top-line growth, allowing the Company
to leverage its fixed overhead, as well as pur-
chasing cost reductions and manufacturing
yields, which were partially offset by annual
price reductions to the Company’s customers.

In the fourth quarter of 2007, the
Company reached an agreement in the ordi-
nary course of business to be the sole supplier
of RCD Mirrors for model years 2011 to 2015
for a large customer. The Company has not
yet announced any RCD Mirror business
awards with that customer at this time.

For the year ended December 31,
2007, auto-dimming mirror unit shipments to
customers in North America increased by 10
percent to approximately 6.7 million com-
pared with the same period last year, North
American light vehicle production declined by
two percent for the year ended December 31,
2007, compared with the same period in 2006.

For the year ended December 31,
2007, auto-dimming mirror unit shipments to
offshore customers increased by 16 percent to
approximately 8.5 mitlion compared with the
same period last year. Light vehicle produc-
tion in Europe increased by six percent, and
production increased by three percent in Japan
and Korea for the year ended December 31,
2007, compared with the same periods in 2006,

Automotive revenues increased by 15

percent to $630.1 million for the year ended




December 31, 2007, compared with the same
period in 2006. Fire Protection revenues were
approximately flat at $23.8 million year over
year.

We continue to make significant
progress with adding high value-added fea-
tures to our interior auto-dimming mirrors,
such as SmartBeam and the RCD Mirror.
These features are the primary reasons for the
growth in Engineering, Rescarch and Devel-
opment Expense, which we believe is an indi-
cator of new business that we will begin
shipping in two to three years going forward.
In addition, we made our first prototype ship-
ments for the dimmable windows for the new
Boeing 787 Dreamliner series of aircraft. Fol-

lowing are updates on each feature.

SmartBeam

SmartBeam is the high beam head-
lamp assist system that the Company devel-
oped and introduced in the 2005 model year.
For the 2007 calendar year, the Company
shipped approximately 304,000 SmartBeam
units, which was at the lower end of our expec-
tations, primarily due to production cuts on light
vehicles in North America. Option rates have
remained strong at 25-30% on average. For the
2008 calendar year, we currently expect to ship
approximately 350,000 to 400,000 SmartBeam
units. There are a number of follow-on Smart-
Beam programs for existing and new customers

scheduled for the 2009 calendar year.

Rear Camera Display (RCD) Mirror

The Company’s RCD Mirror consists
of a proprietary liquid crystal display (LCD)
device that shows a panoramic video view of
objects behind the vehicle in real time. When
the vehicle is put in “reverse”, the display il-
luminates and automatically appears through
the rearview mirror’s reflective surface to give
a high resolution, bright-colored image. The
image is generated by a camera or cameras
placed in a protected area at the rear of the ve-
hicle. When the vchicle is put in “drive”, the
display in the mirror automatically disappears.
The ability to automatically have the display ap-
pear through the automatic-dimming mirror’s
surface is made possible by utilizing proprietary
“transflective” coatings developed by Gentex.

The RCD Mirror is currently offered
as original equipment as a stand-alone option
on four Ford and Lincoln programs, as well as
on the Kia Mohave for the Korean market.
The RCD Mirror is also offered on a number
of port- or dealer-installed programs. The
Company shipped approximately 65,000 RCD
Mirror units in calendar year 2007, and cur-
rently estimates that it will ship between
250,000 and 300,000 in calendar year 2008.
Based on the Company’s current forecast,
Gentex estimates that RCD Mirror shipments
could more than double in calendar year 2009
compared with calendar year 2008.

The automakers currently offering
Gentex’s RCD Mirror are doing so absent any

legislation with respect to expanding the field




of view on light vehicles so that drivers can
detect objects directly behind their vehicles,
and made the decision to offer the product be-
fore any legislation was pending or adopted.
There currently is pending legislation, called
the “Kids Transportation Safety Act of 2007.”
which passed in the U.S. House of Represen-
tatives and was introduced into the U.S. Sen-
ate on December 19, 2007. This Bill orders
the Secretary of Transportation at the National
Highway Traffic Safety Administration
(NHTSA) to initiate rulemaking to revise the
federal standard to expand the ficld of view on
light vehicles in the United States so that driv-
ers can detect objects directly behind vehicles.
The requirements may be met by the use of ad-
ditional mirrors, sensors, cameras or other
technology. NHTSA has conducted some in-
dependent studics alrcady and appears to us to
be leaning toward the use of camera-based
systems, such as the RCD Mirror that the
Company offers. 1t appears that the Bill has
sufficient momentum to pass in the U.S. Sen-
ate and to be signed into law sometime during
2008. Once it is signed into law, the timeline
is approximately seven years from the date of
the initiation of rulemaking by NHTSA until
automotive manufacturers will be required to
comply with the rules.

Based on the interest level of current
customers and those with whom we have de-
velopment programs, absent any legislation,
we currently expect adoption by many au-

tomakers in the near future. If the legistation

does pass, we believe that automakers will
want to comply with the new regulations at the
beginning of a vehicle cycle (to avoid addi-
tional tooling costs later in the vehicle’s
cycle). Most vehicle cycles run five to six

years, on average.

Dimmable Aircraft Windows

We began shipping prototype parts for
the first test planes for the Boeing 787 Dream-
liner series of aircraft at mid year 2007. Boe-
ing has now announced two delays for the
final deliveries of aircraft to customers. The
latest information is that the first planes will
go into service in early 2009. Based on Boe-
ing’s latest communication to us as a supplier,
we are expected to deliver our first production
shipment in early 2008. Other aircraft manu-
facturers have expressed interest in this tech-
nology and we continue to work on those

potential programs with PPG Acrospace.

Other Technologies

As noted above, the Court's decision
that Gentex's new Razor exterior mirror prod-
uct does not infringe Muth's patent is good
news for the Company moving forward, as it
allows Gentex to provide auto-dimming mir-
rors with Razor turn signals and other value-
added features in the exterior mirror. The
Company has also begun shipping non-auto-
dimming exterior mirrors with a side blind

zonc feature in low volume.



We have additional programs for non-
auto-dimming exterior mirrors forecasted to
start shipping in 2008, with additional pro-
grams slated for calendar year 2009. In addi-
tion, at a customer’s request, we are shipping
Gentex’s proprictary microphone units that are
being incorporated into prismatic non-auto-
dimming interior mirrors. We do not expect
those units or revenues to be significant in

2008.

Future Products

The Company continues to invest in
engineering, research and development in the
area of new products that utilize CMOS image
sensors (camera on a chip) products that will
sense a number of different obstacles in the
vehicle’s path, white line detection (lanc de-
parture warning), etc. Each of these sensors
requires different degrees of resolution (for in-
stance, the Company’s SmartBeam product re-
quires a very low-level resolution camera —
basically a very scphisticated light sensor,
whereas white line detection will require a
high-resolution camera-type sensor). The
Company’s approach to the market has always
been to work toward developing low-cost
products that automakers may sell to con-
sumers in the millions, as opposed to signifi-
cantly higher-cost products that will likely
only penetrate the top 5-10 percent of the mar-
ket. We continue to proceed with product de-
velopment with this philosophy in mind, and

are hopeful that we will be successful in de-

veloping competing, lower-cost products com-
pared to the higher-cost products that some

other manufacturers are working toward.

Future Estimates

For calendar year 2008, we anticipate
that our top line growth will increase by ap-
proximately 10 percent over the same prior-
year period, based on the current forecast for
product mix, light vehicle production levels
and take rates. Based on the current forecast,
the Company’s gross margin for all of calen-
dar year 2008 could improve by 25 to 50 basis
points compared with the gross margin re-
ported for calendar year 2007, primarily de-
pending upen top line growth and purchasing
cost reductions. The Company is hopeful that
those items, along with Value Added Value
Engineering (VAVE) initiatives and improved
yields, will offset inevitable annual customer
price reductions.

The Company’s current 2008 forecast
is based on CSM’s preliminary mid-January
forecast for light vehicle production in the first
quarter of 3.6 million units for North America,
5.6 million units for Europe and 4.0 million
units for Japan and Korea. Based on that same
forecast, CSM is expecting light vehicle pro-
duction of 14.4 miilion units for North Amer-
ica, 21.9 million units for Europe and 14.9
million units for Japan and Korea for calendar

year 2008.




About This Report

One thing you’ll definitely notice with
this annual report is that we decided this ycar to
do a “Form 10-K Wrap” instead of a signifi-
cantly more expensive annual report, but have
continued to provide certain popular supple-
mental material (such as the 15-Year Summary
of Financial Data). We took this step to reduce
the dollars spent on the annual report and redi-
rect those dollars to marketing projects that we
hope will accelerate the sales of auto-dimming
mirrors and advanced electronic featurces.
We’ve received good feedback from the major-
ity of our sharcholders as we move toward com-
plete electronic communication, but felt it was
important to ease our way into it. For those in-
dividuals who desire to see more graphic and
colored materials related to our products, we
urge you to visit our web site at http://www gen-
tex.com. For the latest update that we are using
with shareholders and potential investors, please
click on “Investor Information™ and look at the
presentation that is located in the menu on the

left side of that page.

In closing, as you can see, we have
many “irons in the fire”, and we are excited
about our business prospects going forward.
We’ve gone through several tough years at Gen-
tex, primarily due to new product introductions
and declining light vehicle production in North
America. We now are also faced with overall
deteriorating economic conditions in the U.S,,
which ultimately impacts the world markets.

We hope that the U.S. Congress and
Senate can come up with some non-partisan so-
lutions to stimulate the economy and get it back
on a good growth track. That’s not only good
for business, but especially for individuals who
need jobs.

Thank you for your continued interest
and ownership of Gentex shares. We think that
there’s a bright future for those shareholders

with a long-term perspective.

Best regards,

Lacd) 7 Loaceen

Fred T. Bauer, Chairman of the Board
and Chief Executive Officer

Safe Harbor Statement

This annual report contains forward-looking statements within the meaning of Section 27A of the Securities Act of 1933, as amended, and Section 21E of the
Securities Exchange Act, as amended, that are based on management's belief, assumptions, current expectations, estimates and projections about the global
automotive industry, the economy, the impact of stock option expenses on camings, the ability to leverage fixed manufacturing overhead costs, unit shipment
and revenue growth rates, gross margins, and the Company itself, Words like “anticipates,” “belicves,” “confident,” “estimates,” “expects,” “forecast,” “likely,”
“plans,” “projects,” and “should,” and variations of such words and similar expressions identify forward-looking statements. These statements do not guarantee
future performance and involve certain risks, uncertainties, and assumptions that are difficult to predict with regard to timing, expense, likelihood and degree of
occurrence. These risks include, without limitation, employment and general economic conditions, the pace of automotive production worldwide, the mainte-
nance of the Company's relative market share, competitive pricing pressures, currency fluctuations, the financial strength of the Company's customers, supply
chain disruptions, potential sale of OEM business segments or suppliers, the mix of products purchased by customers, the ability to continue to make product
innovations, the success of certain newer products (¢.g2. SmartBeam®, Z-Nav® and Rear Camera Display Mirror), and other risks identtfied in the Company's
filings with the Securities and Exchange Commission. Therefore, actual results and outcomes may materially differ from what is expressed or forecasted.
Furthermore, the Company undertakes no obligation to update, amend, or clarify forward-looking statemcnts, whether as a result of new information, future
events, or otherwise.
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PART I
[tem 1. Business
(a) General Develepment of Business

Gentex Corporation (the “Company™) designs, develops, manufactures and markets proprietary products employing
electro-optic technology: automatic-dimming rearview automotive mirrors and fire protection products. The Company also
developed and manufactures variable dimmable windows for the aircraft industry and non-automatic-dimming rearview
automotive mirrors with electronic features.

The Company was organized as a Michigan company in 1974 to manufacture residential smoke detectors, a product line
that has since evolved into a more sophisticated group of fire protection products for commercial applications. In 1982, the
Company introduced an automatic interior rearview mirror that was the first commercially successful glare-control product
offered as an alternative to the conventional, manual day/night mirror. In 1987, the Company introduced its interior
electrochromic (auto-dimming) mirror, providing the first successful commercial application of electrochromic (EC) technology
in the automotive industry and world. Through the use of electrochromic technology, this mirror is continually variable and
automatically darkens 1o the degree required to eliminate rearview mirror headlight glare. In 1991, the Company introduced its
exterior clectrochromic sub-assembly, which works as a complete glare-control system with the interior auto-dimming mirror.
In 1997, the Company began making volume shipments of three new exterior mirror sub-assembly products: thin glass flat,
convex and aspheric.

During 2001, the Company announced a revolutionary new proprietary technology, called SmartBeam”, that uses a
custom, active-pixel, CMOS (complementary metal oxide semiconductor) sensor, and maximizes a driver’s forward vision by
significantly improving utilization of the vehicle’s highbeam headlamps during nighttime driving. During 2004, the Company
began shipping auto-dimming mirrors with SmartBeam®. During 2007, the Company began shipping auto-dimming mirrors
with SmartBeam® for the BMW 5 and 6 Series in North America and the BMW X35 model in Europe and other select markets.

During 2006, the Company announced development programs with several automakers for its Rear Camera Display
(RCD) Mirror that shows a panoramic video view of objects directly behind the vehicle in real time. During 2007, the
Company announced a number of OEM programs with Ford Motor Company as well as the Kia Mohave for the Korean market
to supply its RCD Mirror. The Company also announced that the RCD Mirror is available as a dealer or port-installed option
on the Toyota Camry through Gulf States Toyota. In addition, the Company announced a dealer or port-installed program with
Mazda to supply its RCD Mirror,

During 2005, the Company reached an agreement with PPG Aerospace to work together to provide the variably
dimmable windows for the passenger compartment on the new Boeing 787 Dreamliner series of aircraft. The Company shipped
the first set of variably dimmable aircraft windows for test planes in mid 2007.

During 2006, the Company has developed its own compass technology called Z-Nav®, which can be sold as a system
with the compass heading displayed in the interior auto-dimming mirror or it can be mounted on any fixed or pivotal location in
the vehicle.

During 2007, the Company began shipping non automatic-dimming exterior mirrors with electronic features in low
volume.

The Company’s annual report on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, and all
amendments to those reports, will be made available free of charge through the Investor Information section of the Company’s

Internet website (http.//www.gentex.com) as soon as practicable after such material is electronicaily filed with or furnished to the

Securities and Exchange Commission.
(b} Financial Information About Industry Segments

See Note 9 to the Consolidated Financial Statements filed with this report.




(c) Narrative Description of Business

The Company currently manufactures electro-optic products, including automatic-dimming rearview mirrors for the
automotive industry and fire protection products primarily for the commercial building industry. The Company also
manufactures variable dimmable windows for the aircraft industry and non automatic-dimming rearview automotive mirrors with

electronic features for the automotive industry.

Automotive Mirrors

Automatic-Dimming Rearview Mirrors

Interior Auto-Dimming Mirrors. In 1987, the Company achieved a significant technological breakthrough by applying

electrochromic technology to the glare-sensing capabilities of its Motorized Mirror. Through the use of this technology, the
mirror gradually darkens to the degree necessary to eliminate rearview glare from following vehicle headlights. The auto-
dimming mirror offers all of the continuous reflectance levels between its approximate 85% full-reflectance state and its 7%
least-reflectance state, taking just a few seconds to span the entire range. Special electro-optic sensors in the mirror detect glare
and electronic circuitry supplies electricity to darken the mirror to only the precise level required to eliminate glare, allowing the
driver to maintain maximum vision. This is accomplished by the utilization of two layers of precision glass with special
conductive coatings that are separated by the Company’s proprietary electrochromic materials. When the appropriate light
differential is detected, an electric current causes the electrochromic material to darken, decreasing the mirror’s reflectance,
thereby eliminating glare.

During 1991, the Company began shipping the first advanced-feature interior aute-dimming mirror, the auto-dimming
headlamp control mirror, an automatic-dimming mirror that automatically turns car head- and taillamps “on” and “off” at dusk
and dawn in response to the level of light observed. During 1993, the Company began shipping an auto-dimming compass
mirror, with an electronic compass that automatically compensates for changes in the earth’s magnetic field. During 1997, the
Company began shipping a new interior auto-dimming mirror that digitally displays either a compass or outside temperature
reading. During 1998, the Company began shipping new compass mirrors with light-emitting diode (LED) map lamps, a major
improvement over mirrors with standard incandescent map lamps, including extremely long life, low heat generation, lower
current draw, more resistance to shock, and lower total cost of ownership. In 2000, the Company began shipping to General
Motors interior auto-dimming mirrors that serve as the driver interface for the OnStar® System, an in-vehicle safety, security
and information service using Global Positioning System (GPS) satellite technology. OnStar is a registered trademark of
OnStar Corporation.

During 2001 and 2002, the Company began making shipments of its auto-dimming mirrors for a number of mid-sized,
medium-priced vehicles, including the Toyota Camry, Matrix and Corolla; Ford Taurus and Mercury Sable; Volkswagen Passat,
Jetta, Golf GTI and Beetle; Nissan Altima; Opel cross car line; Chrysler Sebring Coupe; Hyundai Santa Fe and Sonata; and Kia
Optima and Sorento. The Company continues to expand its shipments of auto-dimming mirrors for mid-sized, medium-priced
vehicles, including the new 2008 Honda Accord.

During 2003, the Company began making shipments of its auto-dimming mirrors to two new automotive OEM
customers, Honda and Volvo, and began volume shipments of its microphone as part of DaimlerChrysler’s “U-Connect™”
telematics system. During 2007, the Company began making shipments of its microphone mirrors as part of Ford’s “Sync®”
telematics system.

During 2004 and 2005, the Company began shipping auto-dimming mirrors with SmartBeam®, its proprietary
" intelligent high-beam headlamp control feature, for the Cadillac STS, Jeep Grand Cherokee, Cadillac DTS, the Jeep
Commander, and BMW 5, 6 and 7 Series models in Europe and other select markets. During 2006, the Company began
shipping auto-dimming mirrors with SmartBeam® for the BMW 3 Series, Cadillac Escalade and the Chrysler 300C.

During 2007, the Company began shipping auto-dimming mirrors with SmartBeam® for the BMW 5 and 6 Series in North

America and the BMW X35 model in Europe and other select markets.
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During 2006, the Company announced development programs with several automakers for its Rear Camera Display
(RCD) Mirror that shows a panoramic video view of objects directly behind the vehicle in real time. During 2007, the
Company began shipping auto-dimming mirrors with RCD for the Ford Expedition, Ford F15{}, Lincoln Navigator and the
Lincoln Mark LT. The Company also began shipping auto-dimming mirrors with RCD for the Mazda CX-9 as a dealer or port-
installed program. In addition, the Company began shipping auto-dimming mirrors with RCD for the Toyota Camry as a dealer
or port-installed option through Gulf States Toyota, one of two remaining independent Toyota distributorships that covers
dealers in the states of Arkansas, Louisiana, Mississippi, Oklahoma and Texas. In addition, the Company announced that its
RCD Mirror is available in the Korean market on the Kia Mohave.

In December 2007, the United States House of Representatives passed the “Kids Transportation Safety Act of 20077
which was introduced into the Senate on December 19, 2007, and in January 2008 it was referred to the Committee on
Commerce, Science and Transportation. The bill orders the Secretary of Transportation at the National Highway Traffic Safety
Administration (NHTSA) to initiate rulemaking to revise the federal standard to expand the field of view so that drivers can
detect objects directly behind vehicles. While the bill does not state how wvisibility can be enhanced, the Company’s RCD
Mirror is a cost competitive product that is relatively easy to implement. The Senate unanimously passed the bill on February
14, 2008, and is awaiting the President’s approval signing it into law,

The Company shipped approximately 8,924,000 interior auto-dimming mirrors in 2003, approximately 9,426,000 in
2006, and 11,001,000 in 2007.




During 2007, the growth in interior total mirror unit shipments increased primarily due to increased shipments to

certain traditional Big Three antomakers as well as European and Asian customers. The Company’s interior auto-dimming

mirrors are standard equipment or factory-installed options on certain trim levels of the following 2008 vehicle models:

Table 1. Interior Auto-Dimming Mirror Availability by Vehicle Line (North American Manufacturers)

GM/Cadillac

GM/Buick

GM/Hummer
GM/Pontiac

GM/Chevrolet

GM/GMC

GM/Saturn

Ford

Ford/Lincoln

Ford/Mercury

DTS
STS
CTS
Escalade
SRX
Enclave
LaCrosse
Lucerne
Rainier
H2

H3

G6
Torrent
Avalanche
Colorado
Express
Equinox
HHR
Impala
Malibu

Suburban
Tahoe
Trailblazer
Acadia
Canyon
Envoy
Savana
Sierra
Yukon
Aura

ION
Outlook
Vue
Crown Victoria
Edge
Expedition
Taurus
Fairlane
Freestyle
Fusion

F Series
Mustang
MKX
MKZ
Mark LT
Navigator
Town Car
Grand Marquis
Milan
Sable

Chrysler

Chrysler/Dodge

Chrysler/Icep

Daimler/Mercedes-Benz

Silverado
Honda
Honda/Acura
Hyundai

Mazda
Mitsubishi

Nissan

Nissan/Infiniti
Toyota

Toyota/Lexus
Volkswagen

300

Aspen
Sebring
Town & Country
Avenger
Caliber
Caravan
Charger
Dakota
Durango
Nitro

Ram Pickup
Commander
Compass
Grand Cherokee
Liberty
Patriot

GL Class

M Class

R Class
BMW X5
Accord
MDX

RDX

Sante Fe
Sonata

6

Galant
Raider
Altima
Armada
Frontier
Maxima
Pathfinder
Quest

Titan

QXs6
Avalon
Camry
Camry Solara
Corolla
Matrix
Sequoia
Sienna
Tacoma
Tundra
RX330/350
Beetle

Jetta




Table 1. Interior Auto-Dimming Mirror Availability by Vehicle Line - Continued

{(Manufacturers Qutside of North America)

Bentley

-BMW

Daewoo

Daewoo/Ssangyong

Chrysler
Chrysier/Jeep
Fiat

Fiat/Alfa Romero

Fiat/Lancia
Ford

Ford/Jaguar

Ford/Land Rover

Ford/Volvo

GM/Buick
GM/Opel

GM/Saab
Honda/Acura
Honda
Hongqi
Hyundai

Arnage
Azure
Continental
GTC

7 Series
6 Series
5 Series
3 Series
| Series
X3
Antara
Winstorm
Actyon
Chairman
Kyron
Rexton
Rodius
300
Voyager
Commander
Grand Cherokee
Idea

500

147
Thesis
Falcon
Focus
Galaxy
Mondeo
Territory
5-Max
5-Type
XK

Xl

LR3
Range Rover
C70
C30

540

V50
Regal
Astra
Captiva
Corsa
Meriva
Signum
Tigra
Vectra
Zafira
9-7X
TSX
Accard
Benteng
Avante
Azera
Elantra
Equus
Grandeur
130
Sonata
Santa Fe
Starex
Tuscani
Trajet
Tucson

Hyundai {(cont’d)

Hyundai/Kia

Maserati
Mazda

Daimler
/Mercedes Benz

Mitsubishi

Nissan

Nissan/Infiniti

PSA/Citroen
PSA/Peugeot

Porsche

SAIC

Skoda
Suzuki
Toyota/Lexus

Toyota

Veracruz
Amanti
Carnival
Catens
Cged
Cerato
Lotze
Mohave
Borrego
S&P 210Z
Opirus
Optima
Sedona
Sorento
Spectra
Sportage
Quattroporte
GT Coupe
RX-§

C Class
CL Class
CLK

CLS

E Class

G Wagen
S Class
SL Class
SLK

380
Magna
Pajero
3502
Cedric
Frontier
Murano
Navara
Pathfinder
Rogue
Skyline
FX35/FX45
G35/G37
M35/M45
Q45

Cé

207

407
Cayenne
Roewe 750
Qctavia
XL-7
ES330
GX470
LX
RX330
Auris
Avensis
Blade
Camry
Corolla
Highlander
Land Cruiser
Mark X
Prius
RAV4
Verso

Toyota {cont’d)

Volkswagen

Volkswagen/Audi

Volkswagen/SEAT

Volkswagen/Skoda

4-Runner
Zi0

EOS
Caddy Van
Golf
Jetta
Passat
Phaeton
Polo
Sharan
Touareg
Touran
Transporter
Al

A4

Ab

A8
Cabrio
Allroad
Q7

RS

TT

Altea
Cordoba
Ibiza
Leon
Toledo
Qctavia
Superb




Exterior Auto-Dimming Mirror Sub-Assembiies. The Company has devoted substantial research and development efforts

to the development of its electrochromic technology to permit its use in exterior rearview mirrors. Exterior auto-dimming mirrers are
controlled by the sensors and electronic circuitry in the interier auto-dimming mirror, and both the interior and exterior mirrors dim
simultaneously. During 1991, the Company's efforts culminated in a design that is intended to provide acceptable long-term
performance in all automotive environments likely to be encountered. In 1994, the Company began shipments of its complete three-
mirror system, including the convex (curved glass) wide-angle auto-dimming mirror to BMW. During 1997, the Company began
making volume shipments of additional new exterior mirror products: thin glass flat and aspheric mirrors. During 2001 and 2002, the
Company began making shipments of the world’s first exterior automatic-dimming mirrors with built-in turn-signal indicators to
Southeast Toyota and General Motors. The Company currently offers its exterior auto-dimming mirrors with tum-signal indicators and

side biind zone features, The Company currently sells its exterior auto-dimming mirror sub-assemblies to exterior mirror suppliers of

the automakers who assemble the exterior auto-dimming mirror sub-assemblies into full mirror units for subsequent resale 1o the

automakers.

The Company shipped approximately 3,646,000 exterior auto-dimming mirror sub-assemblies during 2003, approximately

4,001,000 in 2006, and approximately 4,220,000 in 2007. During 2007, unit shipment growth primarily resulted from the increased

penetration of light vehicles at certain Asian and European automakers.

The exterior auto-dimming mirror is standard equipment or a factory-installed option on certain trim levels of the following

2008 vehicle models:

Table 2. Exterior Auto-Dimming Mirror Availability by Vehicle Line

GM/Cadillac DTS Bentley Amage Hyundai/Kia Amanti

Escalade Azure Opirus

XLR Continental Nissan/Infiniti Q45

Enclave GTC QX56
GM/Buick Luceme Daimler C Class Toyota/Lexus GS
GM/Chevrolet Avalanche {Mercedes Benz CL Class LS

Silverado CLK LX

Suburban CLS RX330/350

Tahoe E Class Toyota Avalon
GM/GMC Acadia G Wagen Camry Solara

Sierra GL Class Land Cruiser

Yukon M Class Sequoia
GM/Hummer H2 R Class Sienna
GM/Saturn Qutlook § Class Tundra
Ford/Lincoln MKZ SL Class Nissan Armada

Town Car SLK Cima
Chrysler 300 Ford/laguar S-Type Maxima

Aspen Xl Titan

Town & Country XK Rolls Royce Phantom
Chrysler/Dodge Caravan Ford/Land Rover Range Rover Daewoo Antara

Durango GM/Opel Vectra Daewoo Chairman
Chrysler/Jeep Commander Maserati Quattroporte /Ssangyong

Grand Cherokee GT Coupe
Volkswagen/Audi A3 Mitsubishi Magna

A4 PSA/Citroen Cé

Ab VW/Skoda Octavia

AR Volkswagen EOS

Cabrio Golf

Q7 Passat

R8 Sharan

T Touran

7 Serics Touareg

6 Series Honda/Acura Accord

5 Series RL

3 Series Hyundai Equus

1 Series Grandeur

X3 Veracruz




Non-Automatic-Dimming Rearview Mirrors. In 2007, the Company began shipping non-auto-dimming exterior

mirrors with electronic features (i.e. side blind zone indicators) in low volume.

Product Development. The Company plans to continue introducing additional advanced-feature auto-dimming mirrors.
Advanced-feature auto-dimming mirrors currently being offered by the Company include the auto-dimming headlamp control
mirror, the auto-dimming lighted mirror with LED map lamps, the auto-dimming compass mirror, the auto-dimming mirror
with remote keyless entry, the auto-dimming compass/temperature mirror, the auto-dimming dual display compass/temperature
mirror, auto-dimming telematics mirrors and the auto-dimming HomeLink®™ mirror. During 2001, the Company announced a
revolutionary new proprietary technology, called SmartBeam®, that uses a custom, active-pixel, CMOS (complementary metal
oxide semiconductor) sensor, and maximizes a driver’s forward vision by significantly improving utilization of the vehicle’s
highbeam headlamps during nighttime driving. During 2004, the Company began shipping auto-dimming mirrors with
SmartBeam, its proprietary intelligent high-beam headlamp control feature, on the Cadillac STS and Jeep Grand Cherokee.
During 2003, the Company began shipping auto-dimming mirrors with SmartBeam for the Cadillac DTS, the Jeep Commander,
and BMW 5, 6 and 7 Series models in Europe and select markets. During 2006, the Company began shipping auto-dimming
mirrors with SmartBeam for the BMW 3 Series, Cadillac Escalade and the Chrysler 300C. During 2007, the Company began
shipping auto-dimming mirrors with SmartBeam® for the BMW 5 and 6 Series in North America and the BMW X5 model in
Europe and other select markets.

During 2006, the Company announced development programs with several automakers for its RCD Mirror that consists
of a proprietary liquid crystal display (LCD) device that shows a panoramic video view of objects behind the vehicle in real
time. When the vehicle is put in “reverse,” the display illuminates and automatically appears through the rearview mirror’s
reflective surface to give a high resolution, bright colored image. The tmage is generated by a camera or cameras placed in a
protected area at the rear of the vehicle. When the vehicle is put in “drive,” the display in the mirror automatically disappears.
The ability to automatically have the display appear through the auto-dimming mirror’s surface is made possible by utilizing
proprietary “transflective” coatings developed the Company.

In addition, the Company has developed its own compass technology, which can be sold as a system with the compass
heading displayed in the interior auto-dimming mirror. The Gentex compass technology is called Z-Nav®, as it features a
proprietary, digital, tri-axis sensor (transducer) and software. The tri-axis design is similar to compasses used in highly scientific
apparatus such a3 aerospace applications, and can be mounted on any fixed or pivotal location in the vehicle, including inside
the mirror housing.

The Company also developed an ALS (Active Light Sensor) technology as a cost-effective, improved-performance,
intelligent CMOS light sensor to control the dimming of its rearview mirrors, and the Company began making volume
shipments of mitrors incorporating ALS in 2002,

During 2001, the Company developed a new microphone designed specifically for use in the automotive environment
for telematics applications. The first volume Gentex microphone application was part of DaimlerChrysler’s “U-Connect™
telematics system, beginning in 2003. During 2006, the Company’s proprietary integrated hands-free microphone was available
as part of an optional navigation package at Ford. Also, the Company is separately shipping its proprietary microphone units
that are being incorporated into prismatic interior mirrors at a customer’s request.

Of particular importance to the Company has been the development of its electrochromic technology for use in
complete three-mirror systems. [n these systems, both the driver- and passenger-side exterior auto-dimming mirrors are
controlled by the sensors and electronic circuitry in the interior rearview mirror, and the interior and both exterior mirrors dim
simultancously. The Company’s engineering, rescarch, and development expenses are set forth as a separate line item in the

Consolidated Statement of Income of the Company’s Consolidated Financial Statements filed in this report.
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Markets and Marketing. In North America, the Company markets its products primarily through a dircet sales force.

The Company generally supplies auto-dimming mirrors to its customers worldwide under annual blanket purchase orders. The
Company currently supplies auto-dimming mirrors to General Motors Corporation, Daimler AG (formerly DaimlerChrysler
AG), Chrysler LLC and Ford Motor Company under long-term agreements. During 2005, the Company negotiated an
extension to its long-term agreement for inside mirrors with General Motors in the ordinary course of the Company’s business.
Under the extension, Gentex was sourced virtually all of the interior auto-dimming rearview mirror programs for GM and its
worldwide affiliates through August 2009, cxcept for two low-volume models that had previously been awarded to a Gentex
competitor under a lifetime contract. The new business includes the GMT360 program (which is the mid-size truck/SUV
platform that previously did not offer auto-dimming mirrors). The Company also negotiated a price reduction for the GM
OnStar” feature in its auto-dimming mirrors, effective January 1, 2005, in connection with GM’s stated plan to make their
OnStar system standard across their vehicle models over the next several years.

The Company has a long-term agreement with Daimler AG (formerly DaimlerChrysler AG) entered into in the ordinary
course of the Company’s business. Under the agreement, the Company will be sourced virtually all interior and exterior auto-
dimming mirror business at Mercedes and Chrysler through December 2009. The Company’s exterior auto-dimming mirror
sub-assemblies are supplied by means of sales to exterior mirror suppliers. During 2007, the Company negotiated an extension
to its global supply agreement with Chrysler LLC in the ordinary course of the Company’s business. Under the extension, the
Company will be sourced virtually all Chrysler interior auto-dimming rearview mirrors through 2015. From publicly available
information, the Company does not believe that the Daimler sale of the Chrysler unit will significantly impact the Company’s
current business with Chrysler or Mercedes in the near term, but there may be other information of which the Company is not
aware.

The Company previousty negotiated a multi-sourcing agreement with Ford Motor Company in the ordinary course of
the Company’s business. Under the agreement, the Company was sourced all existing interior auto-dimming rearview mirror
programs as well as a number of new interior auto-dimming rearview mirror programs during the agreement term which ends
December 31, 2008.

During 1993, the Company established a sales and engineering office in Germany and the following year, the Company
formed a German limited liability company, Gentex GmbH, to expand its sales and engineering support activities in Europe.
During 1999, the Company established Gentex Mirrors, Lid., as a sales and engineering office in the United Kingdom. During
2000, the Company established Gentex France, SAS, as a sales and engineering office in France. During 2003, the Company
established a satellite office in Munich, Germany, and during 2005, the Company established a satellite office in Sweden. The
Company’s marketing efforts in Europe are conducted through Gentex GmbH, Gentex Mirrors, Ltd., and Gentex France, SAS.
The Company is currently supplying mirrors for Audi, Bavarian Motor Works, A.G. (BMW), Bentley, Citroen, Fiat, Jaguar,
Land Rover, Mercedes-Benz, Opel, Peugeot, Porsche, Rolls Royce, SEAT, Skoda, Volkswagen and Volvo in Europe.

In 1991, the Company began shipping electrochromic mirror assemblies for Nissan Motor Co., Ltd. under a reciprocal
distribution agreement with Ichikoh [ndustries, Ltd. (Ichikoh), a major Japanese supplier of automotive products. Under this
agreement, Ichikoh marketed the Company’s automatic mirrors to certain Japanese automakers and their subsidiaries with
manufacturing facilities in Asia. The arrangement involved very limited technology transfer by the Company and did not
include the Company’s proprietary electrochromic gel formulation. The agreement was terminated by mutual agreement in
2001.




During 1993, the Company hired a sales agent to market auto-dimming mirrors to other Japanese automakers beyond
Nissan. Subsequently in 1998, the Company established Gentex Japan, Inc., as a sales and engineering office in Nagoya, Japan
to expand its sales and engineering support in Japan. In 2000, the Company signed an agreement with Murakami Corporation,
a major Japanese mirror manufacturer, to cooperate in expanding sales of automatic-dimming mirrors using the Gentex
electrochromic technology. During 2006, the agreement with Murakami Corporation was terminated and replaced with a
Memorandum of Understanding. During 2007, the Company signed a new supplier agreement with Murakami Corporation in
the ordinary course of the Company’s business. During 2002, the Company established Gentex Technologies Korea Co., Ltd.
as a sales and engineering office in Seoul, Korea. During 2004, the Company established a satellite office in Yokohama, Japan.
During 2005, the Company opened a sales and engineering office near Shanghai, China. The Company is currently supplying
mirrors for Dacwoo/Ssangyong, Chrysler, Ford, GM, Honda, Hyundai, Infiniti, Kia Motors, Lexus, Mazda, Mitsubishi, Nissan,
Toyota and Volkswagen/Audi in Asia.

The Company’s auto-dimming mirror unit shipment mix by region has significantly changed over the past eight years.

The following is a breakdown of unit shipment mix by region in 2007 vs. 1999 calendar years:

2007 1999
Domestic 31% 69%
Transplants 13% 1%
North America 44% 70%
Europe 40% 23%
Asia-Pacific 16% 7%

100% 100%

Revenues by geographic area are disclosed in footnote 9 of the Consolidated Financial Statements

Historically, new safety and comfort options have entered the original equipment automotive market at relatively low
rates on “top of the line” or luxury model automobiles. As the selection rates for the options on the luxury models increase,
they generaily become available on more models throughout the product line and may become standard equipment. The recent
trend of domestic and foreign automakers is to offer several options as a package. As consumer demand increases for a particular
option, the mirror tends to be offered on more vehicles and in higher option rate packages. The Company anticipates that its
auto-dimming mirrors will be offered as standard equipment, in higher option rate packages, and on more models as consumer
awareness of the safety and comfort feature becomes more well-known and acceptance grows.

Since 1998, Gentex Corporation has contracted with MITO Corporation to sell scveral of its most popular automatic-
dimming mirrors directly to consumers in the automotive aftermarket; in addition, the Company currently sells some auto-
dimming mirrors to automotive distributors. It is management’s belief that these sales have limited potential until the
Company achieves a significantly higher penetration of the original equipment manufacturing market.

Competition. Gentex is the leading producer of auto-dimming rearview mirrors in the world and currently is the
dominant supplier to the automotive industry with an approximate 83% market share worldwide in 2007, as compared to an
approximately 81% in 2006. While the Company believes it will retain a dominant position, one other U.S. manufacturer
{Magna Donnelly) is competing for sales to domestic and foreign vehicle manufacturers and is supplying a number of domestic
and foreign vehicle models with its hybrid or solid polymer matrix versions of electrochromic mirrors. In addition, two

Japanese manufacturers are currently supplying a few vehicle models in Japan with solid-state electrochromic mirrors.
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On October 1, 2002, Magna International acquired Donnelly Corporation, which was the Company’s major competitor
for sales of automatic-dimming rearview mirrors to domestic and foreign vehicle manufacturers and their mirror suppliers. The
Company also sells certain automatic-dimming rearview mirror sub-assemblies to Magna Donnelly.

The Company believes its electrochromic automatic mirrors offer significant performance advantages over competing
products, However, Gentex recognizes that Magna Donnelly, a competitor and wholly-owned subsidiary of Magna International,
is considerably larger than the Company and may present a more formidable competitive threat in the future. To date, the
Company is not aware of any significant impact of Magna’s acquisition of Donnelly upon the Company; however, any ultimate
significant impact has not yet been determined.

There are numerous other companies in the world conducting research on various technologies, including
electrochromics, for controlling light transmission and reflection. Gentex believes that the electrochromic materials and
manufacturing process it uses for automotive mirrors remains the most efficient and cost-cffective way to produce such products.
While automatic-dimming mirrors using other technologies may eliminate glare, each of these technologies have inherent cost or

performance limitations.

Fire Protection Products

The Company manufactures approximately 60 different models of smoke alarms and smoke detectors, combined with
over 160 different models of signaling appliances. All of the smoke detectors/alarms operate on a photoelectric principle to
detect smoke. While the use of photoelectric technology entails greater manufacturing costs, the Company believes that these
detectors/alarms are superior in performance to competitive devices that operate through an ionization process, and are preferred
in most commercial residential occupancies. Photoelectric detectors/alarms feature low light-level detection, while ionization
detectors utilize an ionized atmosphere, the electrical conductivity of which varies with changes in the composition of the
atmosphere. Photoelectric detectors/alarms are widely recognized to respond more quickly to slow, smoldering fires, a common
form of dwelling unit fire and a frequent cause of fire-related deaths. In addition, photoelectric detectors are less prone to
nuisance alarms and do not require the use of radioactive materials necessary for ionization detectors. Photoelectric smoke
detectors/alarms are now being required by over a dozen major cities, over a dozen states, as well as regional and national
building and fire alarm codes.

The Company’s fire protection products provide the flexibility to be wired as part of multiple-function systems and
consequently are generally used in fire detection systems common to large office buildings, hotels, motels, military bases,
college dormitories and other commercial establishments. However, the Company also offers single-station alarms for both
commercial and residential applications. While the Company does not emphasize the residential market, some of its fire
protection products are used in single-family residences that utilize fire protection and security systems. The Company’s
detectors emit audible and/or visual signals in the immediate location of the device, and certain models are able to communicate
with monitored remote stations.

In 2005, the Company received Underwriters Laboratory (UL) listing on a new series of commercial residential smoke
alarms. The Company feels this new product will fit well into new markets and customers. The new series of smoke alarms
consists of four models and will be electrically powered or electrically powered with battery back-up.

Also in 2005, the Company received UL listing for a new line of speaker strobes for commercial occupancies. The new
speaker series will meet the requirements found on the national codes.

Markets and Marketing. The Company’s fire protection products are sold directly to fire protection and security
product distributors under the Company’s brand name, to ¢lectrical wholesale houses, and to original equipment manufacturers
of fire protection systems under both the Company’s brand name and private labels. The fire protection and security industries
have experienced a significant number of mergers and conselidations during the past few years. The Company markets its fire
protection products throughout the United States through regional sales managers and manufacturer representative organizations.
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Competition. The fire protection products industry is highly competitive in terms of both the smoke detectors and
signaling appliance markets. The Company estimates that it competes principally with eleven manufacturers of smoke detection
products for commercial use and approximately four manufacturers within the residential market, three of which produce
photoelectric smoke detectors. In the signaling appliance markets, the Company estimates it competes with approximately eight
manufacturers, While the Company faces significant competition in the sale of smoke detectors and signaling appliances, it
believes that the recent introduction of new products, improvements to its existing products, its diversified product line, and the

availability of special features will permit the Company to maintain its competitive position.

Dimmable Aircraft Windows

During 2005, the Company reached an agreement with PPG Aerospace to work together to provide the variably
dimmable windows for the passenger compartment on the new Boeing 787 Dreamliner series of aircraft. Gentex will ship about
100 windows for the passenger compartment of each 787. The Company believes that the commercially viable market is
currently limited to acrospace. Based on Bocing’s production schedule at the time of the announcement, the value of this initial
contract was worth approximately $50 million over the first five years once volume production begins, with the majority of that
revenue attributable to Gentex under the Company’s agreement with PPG Aerospace. The Company shipped the first prototype
set of variably dimmable aircraft windows for test planes in mid 2007. The Company expects production shipments to begin in
carly 2008, despite Boeing’s announced six month delay.

The Company’s success with electrochromic technology provides potential opportunities for other commercial
applications, which the Company expects to explore in the future when and as the Company feels it is in its best interests to do
so. Examples of possible applications of electrochromic technology include windows for both the automotive, architectural and
aerospace markets, sunroofs and sunglasses. Progress in adapting electrochromic technology to the specialized requirements of
the window market continued in 2007. However, we believe that a commercial architectural window product will still require
scveral years of additional engineering and intellectual property development work.

Markets and Marketing. The Company jointly markets and sells its variable dimmable windows to aircraft

manufacturers with PPG Aerospace.
Comperition. The Company’s variable dimmable aircraft windows are the first commercialized product for original
equipment installation in the aircraft industry. Other manufacturers are attempting to develop competing products utilizing other

technology in the aircraft industry for aftermarket or original equipment installation,

Trademarks and Patents

The Company owns 16 U.S. trademarks and 278 U.S. patents, 276 of which relate to electrochromic technology,
automotive rearview mirrors, microphones, displays and/or sensor technology. These patents expire between 2009 and 2026.
The Company belicves that these patents provide the Company a significant competitive advantage in the automotive rearview
mirror market; however, none of these patents individually is required for the success of the Company’s products.

The Company also owns 36 foreign trademarks and 129 foreign patents, 128 of which relate to clectrochromic
technology, automotive rearview mirrors, microphones, displays and /or sensor technology. These patents expire at various
times between 2008 and 2026. The Company believes that the competitive advantage derived in the relevant foreign markets for
these patents 15 comparable to that experienced in the U.S. market.

The Company owns 10 U.S. patents and 2 foreign patents that relate to the Company’s fire protection products, and the
Company belicves that the competitive advantage provided by these patents is relatively small,

Company’s remaining 12 U.S. patents relate to the Company’s variable dimmable windows product, and the Company

believes that the competitive advantage provided by these patents is refatively small.
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The Company also has in process 143 U.S. patent applications, 310 foreign patent applications, and 20 trademark
applications. The Company continuously sceks to improve its core technologies and apply those technologies to new and

existing products. As those efforts produce patentable inventions, the Company expects to file appropriate patent applications.

Miscellaneous

The Company considers itself to be engaged in the manufacture and sale of automatic-dimming rearview mirrors and
non attomatic-dimming rearview mirrors for the automotive industry, fire protection products for the commercial building
industry and variable dimmablc windows for the aircraft industry. The Company has several important customers within the
automotive industry, four of which each account for 10% or more of the Company’s annual sales (including sales to their Tier |
suppliers): General Motors Corporation, Daimler AG, Toyota Motor Corporation, and BMW. The loss of any of these
customers could have a material adverse effect on the Company. The Company’s backlog of unshipped orders was
$174,523,802 and $151,167,000 at February 1, 2008, and 2007, respectively.

At February 1, 2008, the Company had 2,718 full-time employees. None of the Company’s employees are represented
by a labor union or other collective bargaining representative. The Company believes that its relations with its employees are

good.

Item 1A. Risk Factors

Safe Harbor for Forward-Looking Statements. This Annual Report on Form 10-K contains forward-looking
statements within the meaning of Section 27A of the Securities Act of 1933, as amended, and Section 21E of the Securities
Exchange Act, as amended, that are based on management’s belief, assumptions, current expectations, estimates and projections
about the global automotive industry, the economy, the impact of stock option expense, the ability to leverage fixed

manufacturing overhead costs, unit shipment and revenue growth rates, gross margins, and the Company itself, Words like

LIS LETS LI LEITS

“anticipates,” “believes,” “confident,” “estimates,” “expects,” “forecast,” “likely,” “plans,” “projects,” and “should,” and
variations of such words and similar expressions identify forward-looking statements. These statements do not guarantee future
performance and involve certain risks, uncertainties, and assumptions that are difficult to predict with regard to timing, expense,
likelihood and degree of occurrence. These risks include, without limitation, employment and general economic conditions, the
pace of automotive production worldwide, the maintenance of the Company’s market share, competitive pricing pressures,
currency fluctuations, the financial strength of the Company’s customers, supply chain disruptions, potential sale of OEM
business segments or suppliers, the mix of products purchased by customers, the ability to continue to make product
innovations, the success of certain newer products (e.g. SmartBeam”, Z-NAV® and Rear Camera Display Mirror), and other
risks identified in the Company’s other filings with the Securities and Exchange Commission. Therefore actual results and
outcomes may materially differ from what is expressed or forecasted. Furthermore, the Company undertakes no obligation to
update, amend, or clarify forward-looking statements, whether as a result of new information, future events, or otherwise.

The following risk factors, together with all other information provided in this Annual Report on Form 10-K, should

be carefully considered.

Automotive Industiy. 96% of our net sales are to customers within the automotive industry, Supplying products
to the automotive industry involves increasing financial and production stresses due to continuing pricing pressures, lower
domestic production levels, overcapacity, customer and supplier bankruptcies, and commodity material cost increases.

If the Company’s automotive customers (including their Tier | suppliers) experience work stoppages, strikes, etc., it could
disrupt our shipments to these customers, which could adversely affect the Company’s sales, margins, profitability and, as a
result, its share price. Automakers have been experiencing increased volatility and uncertainty in executing planned new

programs which have, in some cases, resulted in cancellation or delays of new vehicle platforms, package reconfigurations and
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inaccurate volume forecasts. This increased volatility and uncertainty has made it more difficult for us to forecast future sales
and effectively utilize capital, engineering, research and development, and human resource investrents.

Key Customers. We have a few large customers, including four customers which each account for 10% or more of our
annual net sales {including sales to their Tier I suppliers): General Motors Corporation, Daimler AG, Toyota Motor Corporation
and BMW. The loss of all or a substantial portion of the sales to any of these customers would have a material adverse effect on
our sales, margins, profitability and, as a result, our share price. Effective October 1, 2003, General Motors Corporation, our
largest customer, began including a 30-day escape clause into its contracts in the event its suppliers are not competitive on
pricing. Effective January 1, 2004, Ford Motor Company began imposing new contract terms, including the right to terminate a
supplier contract for any or no reason, etc.

Pricing Pressures. In addition to price reductions over the life of our long-term agreements, we continue to experience

pricing pressures from our automotive customers and competitors, which have affected, and which will continue to affect our
margins to the extent that we are unable to offset the price reductions with productivity and manufacturing yield improvements,
engingering and purchasing cost reductions, and increases in unit sales volume, which has been a challenge. In addition, profit
pressures at certain automakers are resulting in increased cost reduction efforts by them, including requests for additional price
reductions, decontenting certain features from vehicles, and warranty cost-sharing programs, any of which could adversely impact
our sales growth, margins, profitability and, as a result, our share price.

Credit Risk. In light of the financial stresses within the worldwide automotive industry, certain automakers and tier
one mirror customers are considering the sale of business segments or may be considering bankruptcy. Should ene or more of
our larger customers (including their Tier 1 suppliers) sell their business or declare bankruptcy, it could adversely affect our
sales, margins, profitability and, as a result, the Company’s share price.

Supply Chain Disruptions. Due to the just-in-time supply chains within the automotive industry, a disruption in a

supply chain caused by an unrelated supplier due to bankrupicy, work stoppages, strikes, etc. could disrupt our shipments to one
or more automaker customers, which could adversely affect our sales, margins, profitability and, as a result, our share price.

Competition. We recognize that Magna Donnelly, our main competitor and a wholly-owned subsidiary of Magna
International, is considerably larger than our Company and may present a more formidable competitive threat in the future. Our
future growth and success will depend on the ability to compete in our highly competitive markets.

New Technology and Product Development. We continue to invest a significant portion of our annual sales in

engineering, research and development projects as set forth in our Consolidated Statement of Income of our Consolidated
Financial Statements filed with this report. Should these efforts ultimately prove unsuccessful, our sales, net income and, as a
resuit, our share price will be adversely affected.

Intellectual Property, We believe that our patents and trade secrets provide us with a significant competitive advantage

in automotive rearview mirrors. The loss of any significant combination of patents and trade secrets could adversely affect our
sales, margins, profitability and, as a result, share price.

Iniellecrual Property Litigation and Infringement Claims. A successful claim of patent or other intellectual property

infringement against us could affect our profitability and growth. If someone claims that our products infringed their intellectual
property rights, any resulting litigation could be costly and time consuming and would divert the attention of management and
key personnel from other business issues. The complexity of the technology involved in our business and the uncertainty of
intellectual property litigation increases these risks. Any of these adverse consequences could potentially have an effect on our
business, financial condition and results of operations.

Business Disruptions. Manufacturing of our proprietary products employing electro-optic technology are performed at
our five manufacturing facilities in Zeeland, Michigan, Should a catastrophic event occur, our ability to manufacture product,

complete existing orders and provide other services woutd be severely impacted for an undetermined period of time. We have
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purchased business interruption insurance to address some of these potential costs. Our inability to conduct normal business

operations for a period of time may have an adverse impact on long-term operating results.

Other. Other issues and uncertainties which could adversely impact our sales, margins, profitability and, as a result, our
share price include:

- Changes in worldwide economic conditions, currency exchange rates, war or significant terrorist acts, which could affect
worldwide automotive sales and production levels,

- Changes in the commodity prices of the materials used in our products. We continue to experience some pressure for
select raw material cost increases.

- Manufacturing yield issues may negatively impact our margins and profitability.

- Our ability to attract or retain key employees to operate our manufacturing facilities and to staff our corporate office. We
are dependent on the services of our management team. Losing key members of our management team could adversely
affect our operations. We do not maintain key man life insurance on any of our officers or directors.

- Our ability to successfully design and execute strategic and operating plans, including continuing to obtain new
business.

Antitakeover Provisions. Our articles of incorporation and bylaws, the laws of Michigan, and our Shareholder

Protection Rights Plan include provisions which are designed to provide our board of directors with time to consider whether a
hostile takeover offer is in our best interest and the best interests of our shareholders. These provisions, however, could
discourage potential acquisition proposals and could delay or prevent a change in control. The provisions also could diminish
the opportunities for a holder of our common stock to participate in tender offers, including tender offers at a price above the
then current price for our common stock. These provisions could also prevent transactions in which our shareholders might
otherwise receive a premium for their shares over then current market prices, and may limit the ability of our shareholders to
approve transactions that they may deem to be in their best interests.

All of these provisions may have the effect of delaying or preventing a change in control at the company level without

action by our sharcholders, and therefore, could adversely affect the price of our common stock.

Fluctuations in Market Price. The market price for our common stock has fluctuated, ranging between $22.60 and
$14.86 for 2007, The overall market and the price of our common stock may continue to fluctuate. There may be a significant
impact on the market price for our common stock due to, among other things:

- variations in our anticipated or actual operating results or the results of our competitors;
- changes in investors’ or analysts” perceptions of the risks and conditions of our business;
- the size of the public float of our common stock;

- market conditions, including the industry in which we operate, and

- general economic conditions.

Item_1B. Unresolved Staff Comments.

None

Item 2. Properties.

The Company operates out of five office/manufacturing facilities in Zeeland, Michigan, approximately 25 miles
southwest of Grand Rapids, in addition to overseas offices discussed elsewhere herein (see Part 1, Item 1). The office and
production facility for the Fire Protection Products Group is a 25,000-square-foot, one-story building leased by the Company
since 1978 from related parties {(see Part [I1, Item 13, of this report).
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The corporate office and production facility for the Company’s Automotive Products Group is a modern, two-story,
150,000-square-foot building of steel and masonry construction situated on a 40-acre site in a well-kept industrial park. A
second 128,000-square-foot office/manufacturing facility on this site was opened during 1996. The Company expanded its
automotive production facilities by constructing a third 170,000 square-foot facility on its current site which opened in the
second quarter of 2000.

In November 2002, the Company announced plans to expand its manufacturing operations in Zeeland, Michigan, with
the construction of a fourth 150,000-square foot automotive mirror manufacturing facility. During 2003, the Company also
announced plans for a new 200,000-square foot technical office facility linking the fourth manufacturing facility with its existing
corporate office and production facility. The Company completed the construction of its fourth automotive manufacturing
facility and the new technical center in 2006 at a total cost of approximately $38 million, which was funded from its cash and
cash equivalents on hand during 2004-2006.

The Company also constructed a 40,000 square-foot office, distribution and light manufacturing facility in Erlenbach,
Germany, at a cost of approximately $5 million, which was completed at the end of 2003.

During 2006, the Company purchased a 23,000 square foot office, distribution and light manufacturing facility near
Shanghai, China, at a cost of approximately $750,000.

In January 2007, the Company announced plans to expand its automotive exterior mirror manufacturing facility in
Zeeland, Michigan, with the construction of a 60,000 square-foot building addition. The Company completed the building
addition 1o its automotive extérior mirror manufacturing facility in January 2008 at a cost of approximately $6 million, which
was funded from cash and cash equivalents on hand.

The Company’s three automotive interior mirror manufacturing facilities currently have an estimated building capacity
to manufacture approximately 20 million mirror units annually, based on the current product mix. The Company evaluates
equipment capacity on an annual basis and adds equipment as needed. In 2007, the Company shipped approximately
11,001,000 interior auto-dimming mirrors.

The Company’s expanded automotive exterior mirror manufacturing facility has an estimated building capacity to
manufacture approximately 9 million units annually, based on the current product mix. The Company evaluates equipment
capacity on an annual basis and adds equipment as needed. In 2007, the Company shipped approximately 4,220,000 exterior

auto-dimming mirrors.

Item 3. Legal Proceedings

The Company is periodically involved in legal proceedings, legal actions and claims arising in the nor