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We have made progress in improving 

operations, growing our geographic footprint 

and diversifying our  business. Th e future 

off ers additional opportunities for us to grow 

our business, enhance effi  ciencies and improve 

shareholder value.



A B O U T  T H E  CO M PA N Y

Stoneridge is an independent designer and manufacturer 

of highly engineered electrical and electronic components, 

modules and systems principally for the automotive, medium- 

and heavy-duty truck, agricultural and off -highway vehicle 

markets. With today’s manufacturers and consumers 

seeking greater and more sophisticated electronic content 

for all types of vehicles, Stoneridge provides products and 

technology that deliver benefi ts such as improved per-

formance, enhanced emission control and more eff ective 

management of commercial fl eets.

F I NA N C I A L  H I G H LI G H T S

(In thousands except per share data)

  2007  2006 2005

Net sales $ 727,120 $ 708,699 $  671,584

Operating income $ 34,799 $ 35,063 $    23,303

Equity in earnings of investees $ 10,893 $        7,125           $  4,052

Net income per diluted share $ 0.71 $ 0.63 $        0.04

Primary working capital (a) $ 110,307 $ 93,013 $    98,809

Total assets $ 527,769 $ 501,807 $  463,038

Cash and cash equivalents $ 95,924 $      65,882           $  40,784

Long-term debt $ 200,000 $ 200,000 $  200,000

Shareholders’ equity $ 206,189 $ 178,622 $  153,991

Areas of focus:
• Personal excellence
• Operational excellence
• Financial excellence
• Marketing excellence

                                                 

Realign businesses
• Electronics
• Control Devices

Focus on underperforming 
operations

Leverage global services
• Purchasing
• Information technology
• North American 
  administration/HR services06

Improvements Began

Signifi cant product launches 
in sensing, wiring and 
instrumentation

Strengthen manufacturing 
base in China

Begin restructuring of
manufacturing

Consolidation of business 
unit structures

Begin continuous 
improvements

Financial focus
• Generated signifi cant 
  cash fl ow
• Sold non-strategic assets
• Refi nanced revolving credit   
  agreement
• Announced fi ling of 
  Brazilian joint venture IPO
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Actions Taken

Improve operating 
effi  ciencies

Complete restructuring

Improve working capital

Refi nance long-term bonds

Top-line annual growth 
targeted at 5% based on 
organic growth

Diversify customer base

Develop cross-selling 
opportunities

Develop lower-cost 
operational footprint

Target world-class metrics 
for operations
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Continuing Progress

(a) - Primary working capital is calculated as accounts receivable 

        plus inventories less accounts payable.



We have made progress in improving operations, growing our 

geographic footprint and diversifying our business. Th e future 

off ers additional opportunities for us to grow our business, 

enhance effi  ciencies and improve shareholder value.

Th e most visible sign of improvement in 2007 was our 12.7% 

increase in earnings, to $0.71 per diluted share from $0.63 per 

diluted share in 2006. Operational improvements, sales gains, 

cost reductions and improved performance from our joint ven-

tures all contributed to this increase in earnings.

While we faced a diffi  cult year in some of our end markets, com-

pounded by some internal issues, the employees of Stoneridge 

successfully addressed the challenges and seized the opportuni-

ties to drive performance and improve our results. Th anks to 

their hard work, we have made signifi cant progress in four key 

areas that are critical in our eff ort to build value. Th ese areas are 

personal excellence, operational excellence, fi nancial excellence 

and marketing excellence.

PERSONAL EXCELLENCE

As part of our journey to personal excellence, we are building 

one common culture for everyone at Stoneridge. We want each 

business and employee to take pride in their accomplishments.

Our culture emphasizes that we can collectively make the orga-

nization stronger by utilizing the multiple diverse talents within 

our Company and aligning our eff orts toward our common goal 

of generating greater value for customers and shareholders. Th e 

results of 2007 refl ect the success of our team and our personal 

commitment toward achieving our objectives.

What is especially gratifying is that we achieved these results 

despite the 35% decline in medium- and heavy-duty commercial 

vehicle production in North America for the year, along with 

continued challenges related to North American automotive 

customers and production. 

To Our Shareholders:
In last year’s annual report, we discussed the road ahead and 

what we were doing to improve the value of Stoneridge and 

reposition the Company for the long term. For 2007, we are 

taking that theme a step further to show the progress we are 

making as we continue our journey along that road.

JOHN C. COREY

President and Chief Executive Officer



OPERATIONAL EXCELLENCE

We continued our initiatives to reduce cost and improve ef-

fi ciency throughout our organization in 2007. After resolving 

challenges from certain product launches that resulted in inef-

fi ciencies and higher costs early in the year, we were able to begin 

to improve our overall operational performance.

As in the previous year, we again targeted underperforming 

operations. For example, we realized improvements in our wiring 

business as a result of our initiatives to close a manufacturing 

plant in the United States and transfer the work to lower-cost 

facilities. Th is plan reduced overhead but required a signifi cant 

eff ort from the team to absorb the work into other plants with 

no deterioration in performance. Th ese actions, along with sales 

gains, helped improve profi t and cash fl ow. We expect the initia-

tives to provide continued benefi ts in the future.

 

We also announced in October 2007 that we are ceasing 

manufacturing operations at our Mitcheldean, United Kingdom 

and Sarasota, Florida facilities. Th ese operations could not be 

sustained because of signifi cant competitive cost challenges and 

product losses due to de-contenting by customers. Th ese losses 

remind us of the need to continuously improve our performance 

to remain competitive across all fronts – from product innova-

tion and quality, to cost and delivery. Our plan is to consolidate 

these operations into existing facilities, allowing us to leverage 

the manufacturing and SG&A overhead structures. We expect 

this restructuring to be substantially completed by the end of 2008.

Th e rising cost of raw materials, especially copper and zinc, 

continued to impact our performance in 2007. We were able to 

off set some of these increases through forward hedging transac-

tions for copper and long-term supply agreements for zinc. In 

addition, we continued to build a global network to leverage our 

purchases across all of Stoneridge, including our joint ventures.

Overall performance metrics improved at most of our locations, 

and some of our plants are operating at world-class parts-per-

million quality levels. However, until all of the Company’s opera-

tions are running at world-class levels, we will not be satisfi ed.

Th e future off ers additional opportunities to reduce ineffi  cien-

cies and improve performance. We are tracking each business on 

its Cost of Poor Quality (COPQ), with emphasis on premium 

freight, scrap and waste. Each business unit leader has an objec-

tive to reduce COPQ in 2008.

The employees of Stoneridge successfully addressed the challenges and 

seized the opportunities to drive performance and improve our results.

FINANCIAL EXCELLENCE

We also made progress toward improving our returns and lowering 

our cost of capital. We strengthened our balance sheet with the addi-

tion of approximately $46 million in cash fl ow from operations and 

the divestiture of non-strategic assets. Over the last two years, we 

have generated $80 million in operating cash fl ow.

During the year, we completed a new $100 million asset-based 

revolving credit facility, with an agreement to extend the maturity 

until November 2011. Th is provides us with signifi cant fl exibility 

going forward and eliminated our fi nancial performance covenants. 

Th e facility also allows us the fl exibility to refi nance our senior notes 

when the capital markets improve.

We will continue to pursue the refi nancing of our senior notes once 

the capital markets are more stable. With cash on hand and the new 

borrowing capabilities, we have great fl exibility to pursue a number 

of options for the future.

We reduced the aging of our receivables and improved our cash 

collection cycle. In addition, our entry into the markets to hedge 

selected commodities had a positive eff ect on our material cost 

and profi tability. We also strengthened our fi nancial controls and 

improved our internal reporting to provide management with more 

timely information and analysis.

Although our goal is to bring working capital down to 12% of sales, 

we closed the year slightly above 15%, which is unsatisfactory. Th is 

was primarily due to three factors: a mix shift in sales to customers 

with contractually longer payment terms, a build-up of inventory for 

the production line transfers, and management’s underperformance. 

We are focused on programs such as e-Kanban to improve our 

inventory management capabilities and reduce our working capital. 

Overall, we are on target to meet our stated goal of improving our 

return on invested capital (ROIC) to the 12% range.

MARKETING EXCELLENCE

Our revenues have grown by 8.3% over the last two years and by 

2.6% in 2007 compared with the prior year, even though our sales in 

the North American medium- and heavy-duty truck markets de-

clined 35% compared with 2006. On a positive note for the future, 

we secured approximately $200 million of new business, which will 

phase into production over the next several years to support our 

target of 5% annual organic growth.

In Europe, we continued to have good performance from our 

original equipment and aftermarket businesses as these markets did 

not experience the same declines as the North American markets. 

We started the expansion of our tachograph product line. As part of 

our ongoing lifecycle management of this product line, we are now 

designing the next generation of tachographs with enhanced features 
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and services timed to the local markets’ expectations. In addi-

tion, our Europe aftermarket business grew 31% in 2007. Th is 

business continues to have a bright future as a result of our new 

products and market expansion.

In North America, we created a more focused and integrated 

business structure by consolidating the Alphabet and TED 

business units to form the North American Electronics Division. 

Th is group demonstrated its speed and fl exibility by winning 

a U.S defense program award for the MRAP (Mine Resistant 

Ambush Protected) vehicle. Th is award opens a potential new 

market for us in the defense segment as we achieved all necessary 

certifi cations to be a Department of Defense supplier.

Other positives for 2007 included a 21.0% increase in sales to 

agricultural and other markets, and a 67.5% growth in sales 

of our emission products. We expect to see a continuation 

of emission product growth based on the orders awarded 

during the year. 

 

Our China operations are successfully developing our market 

presence in the Asia Pacifi c region. Sales gains in 2007 enabled 

this portion of our business to report a small profi t and its fi rst 

positive cash fl ow in the fourth quarter. Th is is a small but not 

insignifi cant step for our future growth as we use this platform to 

win new business awards and expand our presence in the region. 

We are strengthening our business development capabilities and 

have placed responsibility on our business unit leaders to develop 

and execute our strategic expansion plans for this region.

GLOBAL PROGRESS THROUGH 

JOINT VENTURES

Our joint ventures continued to perform well and off er good 

opportunities based on the growth rates in their domestic 

economies. Minda Stoneridge, our India-based joint venture in 

electronics and instrumentation for the motorcycle and com-

mercial vehicle market, grew sales by 36% in 2007 and continued 

to meet our long-range plan for the business. We expect Minda 

Stoneridge to experience double-digit sales and earnings growth. 

Th is projection is based on the growth of the India market as 

well as export demand for commercial vehicles, automobiles 

and motorcycles.

PST, our joint venture in Brazil, grew revenues by 41% in 2007. 

Th is increase was primarily the result of growth in its markets 

and market share, but also refl ects the strength of the Brazilian 

currency against the U.S. dollar. PST designs and manufactures 

vehicle security and customer convenience products. We expect 

PST to continue to experience double-digit sales and earnings 

growth. Th is projection is based on the growth in the market 

for security and related products, as well as PST’s penetration 

with its three channels of distribution – aftermarket, dealers and 

distributors, and original equipment manufacturers. 

In 2007, Stoneridge’s equity earnings reached $10.9 million 

from the contributions of our joint ventures, an improvement of 

$3.8 million, or 52%, over 2006. We expect both of these joint 

ventures to continue to add value in the future. 

TECHNOLOGY PROGRESS 

During 2007, we improved our performance in product develop-

ment and technology advancements in areas such as instru-

mentation and tachograph products, which off er good growth 

opportunities, particularly in Europe.

 

In emission control products, we booked new awards for our 

exhaust gas temperature (EGT) sensors. We are also working on 

chemical sensors to address the market need mandated by emis-

sion law changes in 2010 and beyond. We believe we 

have signifi cant global growth opportunities in the emission 

control segment. 

In our sensor business, we were selected by major customers for 

further development work on our magnetic sensing capabilities, 

which should provide opportunities in the off -highway markets 

as these technologies are implemented around 2010. By leverag-

ing the internal capabilities of our Company’s electronics and 

actuation expertise, we have developed drivetrain products that 

integrate sensing and actuation to enable smaller, more effi  cient 

solutions. We also secured contracts to supply non-contact 

capacitive sensing products for a major automotive manufacturer.

In these and other areas, Stoneridge is developing solutions to 

meet the changing needs of a diverse range of markets.

CONTINUING TO BUILD VALUE

Finally, I would like to thank our Board of Directors for their 

insight, involvement and commitment to act in the best interests 

of our shareholders. Th e management team has frequent oppor-

tunities to discuss our business and plans with the Board, which 

strengthens our decision-making.

I would also like to off er a few words of gratitude regarding 

Avery Cohen, who is retiring from the Board this year. Avery 

became corporate counsel in the late 1970s when the Company’s 

revenues were around $1 million. He became a Board member 

in 1980 and participated in many signifi cant milestones as Stone-

ridge grew, from the acquisitions of various businesses to the 

public listing of the Company.  We thank Avery for his support 

and advice over the years.

As I stated at the beginning of this letter, the value we build at 

Stoneridge is a result of our associates and their eff orts. Th ey did 

a fi ne job in 2007. I am proud of what they accomplished. We 

look forward to the journey on the road ahead to continue our 

progress toward improvement and building value.

JOHN C. COREY, President and Chief Executive Offi  cer

March 19, 2008
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Th e Company is organized into two business segments. Th e Electronics segment, formerly known as Vehicle Manage-

ment and Power Distribution, produces instrument clusters, control units, driver information systems, and electrical 

distribution systems such as wiring harnesses and connectors for power and signal distribution. Th e Control Devices 

segment designs and manufactures electronic and electromechanical switches, control actuation devices and sensors.

Each segment is benefi ting from current long-term trends in the global marketplace, such as newly legislated restric-

tions on exhaust emissions and the demand for more effi  cient, better-performing and “smarter” control, monitoring and 

instrumentation systems. Th ese trends are contributing to the rising electronics content in vehicles being manufactured 

today, as well as those being developed for tomorrow. Stoneridge is well-positioned, through its global operations and 

strong customer relationships, to take advantage of these trends.

THE PROGRESS CONTINUES…
Stoneridge’s successes of 2007 refl ect the signifi cant commitment of the entire organization toward 

the goal of creating a stronger global company with excellent potential for long-term growth and 

steady returns for shareholders. Th e Company is focusing on serving global markets, reshaping its 

organization, becoming more fl exible and cost-eff ective to take advantage of profi table opportunities, 

and adding greater diversity to its customer base. As a result, today’s Stoneridge is better able to pro-

vide technologically advanced solutions to meet the changing needs of customers around the world. 

2007 A N N UA L  REP O RT
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Emission Control
Stoneridge sensors, valves and coils allow engines 

and exhaust systems to operate more effi  ciently and 

reduce emissions of potentially harmful substances 

into the environment.

From the speed sensors used in antilock braking 

systems to the abundant switches and other control 

devices used for a wide range of functions throughout 

the vehicle, Stoneridge products enhance both safety 

and convenience.

Safety and Convenience

Fuel Effi  ciency
High fuel costs and environmental concerns continue 

to intensify global demand for more effi  cient vehicles. 

Sensors, switches and actuators play a key role in engine 

management systems that improve fuel effi  ciency.

Performance Enhancement
Complex electronic systems help improve the 

performance of today’s commercial vehicle fl eets 

through a variety of instrumentation, measurement 

and communication enhancements.
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NEW PRODUCTS SERVE CHANGING NEEDS
Stoneridge provides custom-engineered, technologically based products for a wide range of automotive, commercial 

vehicle, agricultural and off -highway vehicle manufacturers. Th ese customers turn to Stoneridge as a vital partner in the 

implementation of improvements and modifi cations for their current and next-generation models.

One of the most promising areas of growth for the Company is the global demand for more eff ective control of exhaust 

emissions. Governments around the world have adopted stricter emission regulations that will have a signifi cant impact 

on vehicles and manufacturers in the coming years. Stoneridge produces high-temperature sensors, speed sensors and 

coil products to help state-of-the-art emission control systems perform more eff ectively. One of its most important 

product launches during the year was its new line of exhaust gas temperature (EGT) sensors for emission control systems. 

Another area of growth in the automotive sector is the rising popularity of all-wheel-drive systems, which are becoming 

more common as a feature of light passenger vehicles in addition to light trucks, SUVs and crossover vehicles. To meet 

this growing demand, Stoneridge provides a variety of actuator and sensor products for all-wheel-drive systems 

in a wide range of vehicle types. Th e Company’s ability to combine actuation, non-contact sensing and integrated 

electronics results in more reliable and robust solutions, reduced warranty and system costs, and lower overall costs 

for its customers.

Th e drive to improve the operating performance and energy effi  ciency of commercial and off -road vehicles is also lead-

ing to increased demand for the Company’s products, including torque sensors, cylinder position sensors and rotary 

position sensors. Benefi ts of these products include greater vehicle durability, improved operator and energy effi  ciency, 

increased safety and easier production assembly.

Meanwhile, the adoption of state-of-the-art instrumentation systems for commercial vehicles has increased the demand 

for Stoneridge products as these systems become more sophisticated. Products include instrument panels, digital tacho-

graph systems that record driver hours and other vehicle information, and telematics systems that assist in fl eet tracking 

and diagnostics. 
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LOW-COST, GLOBAL PRODUCTION

Stoneridge continues to focus on decreasing the costs of its operations to serve global customers more effi  ciently and com-

petitively. A major part of this eff ort was the combination of six divisions into two distinct business units – Control Devices 

and Electronics – which the Company completed in 2007. As a result, Stoneridge has been able to begin implementing a 

number of initiatives to reduce manufacturing overhead and streamline operations, including the transfer of production to 

lower-cost manufacturing facilities in Mexico, China and Estonia. 

As part of this eff ort, Stoneridge announced during the fourth quarter of 2007 that it would cease manufacturing at its 

Sarasota, Florida and Mitcheldean, England locations, with production being consolidated to its Lexington, Ohio; Suzhou, 

China; and Tallinn, Estonia facilities. Th e Company anticipates incurring total pre-tax charges of approximately $9-13 mil-

lion in 2008 for the restructuring, net of an expected gain from the Sarasota facility sale. Th ese initiatives are expected to be 

substantially complete by December 31, 2008, with annual savings estimated in the range of $8-12 million beginning in 2009. 

In addition to the consolidation of production from Sarasota to Lexington, Stoneridge is creating a 25,000-square-foot 

world technical center complex at Lexington to advance its technology and product development in close proximity to 

many of its key customers. In Tallinn, Estonia, the Company is constructing a state-of-the-art manufacturing facility to 

benefi t from the site’s lower labor costs and advantageous location to better serve the growing markets of the surrounding region.

Joint ventures also continue to enable Stoneridge to expand its ability to serve markets cost-eff ectively around the world. 

Th e Company’s PST joint venture in Brazil serves the growing vehicle security system aftermarket as well as the vehicle 

electrical and electronic markets in that country. In India, the Minda Stoneridge joint venture manufactures electronics and 

instrumentation equipment primarily for motorcycles and commercial vehicles. Th ese joint ventures continue to grow by 

introducing new products, serving new markets and expanding their customer bases.

Stoneridge’s ongoing organizational restructuring is designed not only to reduce manufacturing costs, but also to strengthen 

its ability to meet the requirements of global and regional customers in growing markets. Benefi ts from these actions 

include lower overhead investment, increased operating effi  ciency, improved global purchasing power and a more effi  cient 

global supplier base. 

Th e Company’s focus on Lean manufacturing effi  ciencies and e-Kanban production controls is eliminating waste, improv-

ing effi  ciency and driving down costs throughout its global operations. Additionally, its product lifecycle management 

strategy enables the effi  cient redesign of products to quickly respond to the changing needs of the marketplace and to drive 

down costs.

Th roughout its endeavors, from the construction of new facilities to the sale of products that help manufacturers and opera-

tors monitor and reduce emissions, Stoneridge is committed to the adoption of environmentally friendly technology.
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IMPROVED FLEXIBILITY AND DIVERSITY

Stoneridge’s dual global manufacturing strategy – to optimize its locations to meet the 

regional requirements of its customers while reducing operating costs and leveraging its 

global purchasing power – is helping to create a stronger, more fl exible company with a 

more diverse customer base.

 

One example of the Company’s fl exibility, increasing market diversity and strong 

customer relationships was the award it was granted in 2007 from an existing customer 

to supply product for the U.S. military’s MRAP (Mine Resistant Ambush Protected) 

vehicle project. Th is award resulted from the Company’s ability to respond quickly to a 

request from a major customer to develop and deliver product for a new application 

and market.

Expanding its ability to serve growing markets is a key element in Stoneridge’s strategy 

as it strengthens its long-term potential for growth and profi ts. With its newly consoli-

dated and streamlined organization, the Company is aligning itself to support a more 

global and diversifi ed customer base.

Stoneridge will continue to generate long-term value for its customers and shareholders 

by cultivating relationships with market-leading global manufacturers. Th ese manufac-

turers are turning more and more toward technology-based solution providers, such as 

Stoneridge, to make their products more competitive, improve performance, and meet 

the requirements of governments and consumers.

MAJOR 

WORLDWIDE 

LOCATIONS

NORTH AMERICA

Canton, Massachusetts

Chihuahua, Mexico

Juarez, Mexico

Lexington, Ohio

Monclova, Mexico

Novi, Michigan (1)

Portland, Indiana

Sarasota, Florida (2)

Warren, Ohio

EUROPE

Bayonne, France

Dundee, Scotland

Madrid, Spain

Mitcheldean, England (2)

Orebro, Sweden 

Stockholm, Sweden

Stuttgart, Germany (1)

Tallinn, Estonia 

ASIA

Pune, India (3)

Shanghai, China (1)

Suzhou, China

SOUTH AMERICA

Manaus, Brazil (3)

Sao Paulo, Brazil (3)

(1) Sales offi  ce location

(2) Ceasing manufacturing related 
      to restructuring initiatives

(3) Joint venture location
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PART I

ITEM 1. BUSINESS.

Overview

Founded in 1965, Stoneridge, Inc. (the “Company”) is an independent designer and manufacturer of highly
engineered electrical and electronic components, modules and systems for the automotive, medium- and heavy-duty
truck, agricultural and off-highway vehicle markets. Our custom-engineered products are predominantly sold on a
sole-source basis and consist of application-specific control devices, sensors, vehicle management electronics and
power and signal distribution systems. These products comprise the elements of every vehicle’s electrical system, and
individually interface with a vehicle’s mechanical and electrical systems to (i) activate equipment and accessories,
(ii) display and monitor vehicle performance and (iii) control and distribute electrical power and signals. Our
products improve the performance, safety, convenience and environmental monitoring capabilities of our customers’
vehicles. As such, the growth in many of the product areas in which we compete is driven by the increasing
consumer desire for safety, security and convenience coupled with the need for original equipment manufacturers
(“OEM”) to meet safety requirements in addition to the general trend of increased electrical and electronic content
per vehicle. Our technology and our partnership-oriented approach to product design and development enables us to
develop next-generation products and to excel in the transition from mechanical-based components and systems to
electrical and electronic components, modules and systems.

Products

We conduct our business in two reportable segments: Electronics and Control Devices. Under the provisions of
Statement of Financial Accounting Standard (“SFAS”) No. 131, Disclosures about Segments of an Enterprise and
Related Information, the Company’s operating segments are aggregated based on sharing similar economic
characteristics. Other aggregation factors include the nature of products offered and management and oversight
responsibilities. The core products of the Electronics reportable segment include vehicle electrical power and
distribution systems and electronic instrumentation and information display products. The core products of the
Control Devices reportable segment include electronic and electrical switch products, control actuation devices and
sensors. We design and manufacture the following vehicle parts:

Electronics. The Electronics reportable segment produces electronic instrument clusters, electronic control
units, driver information systems and electrical distribution systems, primarily wiring harnesses and connectors for
electrical power and signal distribution. These products collect, store and display vehicle information such as speed,
pressure, maintenance data, trip information, operator performance, temperature, distance traveled and driver
messages related to vehicle performance. In addition, power distribution systems regulate, coordinate and direct the
operation of the entire electrical system within a vehicle compartment. These products use state-of-the-art hardware,
software and multiplexing technology and are sold principally to the medium- and heavy-duty truck, agricultural and
off-highway vehicle markets.

Control Devices. The Control Devices reportable segment produces products that monitor, measure or activate
a specific function within the vehicle. Product lines included within the Control Devices segment are sensors,
switches, actuators, as well as other electronic products. Sensor products are employed in most major vehicle systems,
including the emissions, safety, powertrain, braking, climate control, steering and suspension systems. Switches
transmit a signal that activates specific functions. Hidden switches are not typically seen by vehicle passengers, but
are used to activate or deactivate selected functions. Customer activated switches are used by a vehicle’s operator or
passengers to manually activate headlights, rear defrosters and other accessories. In addition, the Control Devices
segment designs and manufactures electromechanical actuator products that enable users to deploy power functions
in a vehicle and can be designed to integrate switching and control functions. We sell these products principally to
the automotive market.
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The following table presents net sales by reportable segment, as a percentage of total net sales:

2007 2006 2005

For the Fiscal Years Ended
December 31,

Electronics . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 61% 62% 57%

Control Devices . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 39 38 43

Total. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 100% 100% 100%

For further information related to our reportable segments and financial information about geographic areas,
see Note 13, “Segment Reporting,” to the consolidated financial statements included in this report.

Production Materials

The principal production materials used in the manufacturing process for both reportable segments include:
copper wire, zinc, cable, resins, plastics, printed circuit boards and certain electrical components such as
microprocessors, memories, resistors, capacitors, fuses, relays and connectors. We purchase such materials pursuant
to both annual contract and spot purchasing methods. Such materials are readily available from multiple sources, but
we generally establish collaborative relationships with a qualified supplier for each of our key production materials in
order to lower costs and enhance service and quality. Any change in the supply of, or price for, these raw materials
could materially affect our results of operations and financial condition.

Patents and Intellectual Property

Both of our reportable segments maintain and have pending various U.S. and foreign patents and other rights
to intellectual property relating to our business, which we believe are appropriate to protect the Company’s interests
in existing products, new inventions, manufacturing processes and product developments. We do not believe any
single patent is material to our business, nor would the expiration or invalidity of any patent have a material adverse
effect on our business or ability to compete. We are not currently engaged in any material infringement litigation,
nor are there any material infringement claims pending by or against the Company.

Industry Cyclicality and Seasonality

The markets for products in both of our reportable segments have historically been cyclical. Because these
products are used principally in the production of vehicles for the automotive, medium- and heavy-duty truck,
agricultural and off-highway vehicle markets, sales, and therefore results of operations, are significantly dependent
on the general state of the economy and other factors, like the impact of environmental regulations on our
customers, which affect these markets. A decline in automotive, medium- and heavy-duty truck, agricultural and off-
highway vehicle production of our principal customers could adversely impact the Company. Approximately 40%,
38% and 43% of our net sales in 2007, 2006 and 2005, respectively, were made to the automotive market.
Approximately 60%, 62% and 57% of our net sales in 2007, 2006 and 2005, respectively, were derived from the
medium- and heavy-duty truck, agricultural and off-highway vehicle markets.

We typically experience decreased sales during the third calendar quarter of each year due to the impact of
scheduled OEM plant shutdowns in July for vacations and new model changeovers. The fourth quarter is similarly
impacted by plant shutdowns for the holidays.

Customers

We are dependent on a small number of principal customers for a significant percentage of our sales. The loss
of any significant portion of our sales to these customers or the loss of a significant customer would have a material
adverse impact on the financial condition and results of operations of the Company. We supply numerous different
parts to each of our principal customers. Contracts with several of our customers provide for supplying their
requirements for a particular model, rather than for manufacturing a specific quantity of products. Such contracts
range from one year to the life of the model, which is generally three to seven years. Therefore, the loss of a
contract for a major model or a significant decrease in demand for certain key models or group of related models
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sold by any of our major customers could have a material adverse impact on the Company. We may also enter into
contracts to supply parts, the introduction of which may then be delayed or not used at all. We also compete to
supply products for successor models and are therefore subject to the risk that the customer will not select the
Company to produce products on any such model, which could have a material adverse impact on the financial
condition and results of operations of the Company. In addition, we sell products to other customers that are
ultimately sold to our principal customers.

The following table presents the Company’s principal customers, as a percentage of net sales:

2007 2006 2005

For the Fiscal Years Ended
December 31,

Navistar International . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 20% 25% 22%
Ford Motor Company . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8 6 7
Deere & Company . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7 6 6
MAN AG . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6 6 2
General Motors . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6 5 5
Chrysler LLC . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 5 9
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 48 47 49

Total. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 100% 100% 100%

Backlog

Our products are produced from readily available materials and have a relatively short manufacturing cycle;
therefore our products are not on backlog status. Each of our production facilities maintains its own inventories and
production schedules. Production capacity is adequate to handle current requirements and can be expanded to handle
increased growth if needed.

Competition

Markets for our products in both reportable segments are highly competitive. The principal methods of
competition are technological innovation, price, quality, service and timely delivery. We compete for new business
both at the beginning of the development of new models and upon the redesign of existing models. New model
development generally begins two to five years before the marketing of such models to the public. Once a supplier
has been selected to provide parts for a new program, an OEM customer will usually continue to purchase those
parts from the selected supplier for the life of the program, although not necessarily for any model redesigns.

Our diversity in products creates a wide range of competitors, which vary depending on both market and geographic
location. We compete based on strong customer relations and a fast and flexible organization that develops technically
effective solutions at or below target price. We compete against the following primary competitors:

Electronics. Our primary competitors include Continental AG/Siemens VDO, AFL Automotive, Yazaki,
Delphi, and Leoni.

Control Devices. Our primary competitors include TRW, Methode, Sensata, Denso, Delphi, Bosch, Continen-
tal AG/Siemens VDO, Aisin, and Alps.

Product Development

Our research and development efforts are largely product development oriented and consist primarily of
applying known technologies to customer generated problems and situations. We work closely with our customers to
creatively solve problems using innovative approaches. The majority of our development expenses are related to
customer-sponsored programs where we are involved in designing custom-engineered solutions for specific applica-
tions or for next generation technology. To further our vehicles platform penetration, we have also developed
collaborative relationships with the design and engineering departments of key customers. These collaborative efforts
have resulted in the development of new and complimentary products and the enhancement of existing products.

4

%%TRANSMSG*** Transmitting Job: L30036 PCN: 005000000 ***%%PCMSG|4      |00018|Yes|No|03/14/2008 18:22|0|0|Page is valid, no graphics -- Color: N|



Development work at the Company is largely performed on a decentralized basis. We have engineering and
product development departments located at a majority of our manufacturing facilities. To ensure knowledge sharing
among decentralized development efforts, we have instituted a number of mechanisms and practices whereby
innovation and best practices are shared. The decentralized product development operations are complimented by
larger technology groups in Canton, Massachusetts and Stockholm, Sweden.

We use efficient and quality oriented work processes to address our customers’ high standards. Our product
development technical resources include a full complement of computer-aided design and engineering (“CAD/
CAE”) software systems, including (i) virtual three-dimensional modeling, (ii) functional simulation and analysis
capabilities and (iii) data links for rapid prototyping. These CAD/CAE systems enable the Company to expedite
product design and the manufacturing process to shorten the development time and ultimately time to market.

We are further strengthening our electrical engineering competencies through investment in equipment such as
(i) automotive electro-magnetic compliance test chambers, (ii) programmable automotive and commercial vehicle
transient generators, (iii) circuit simulators and (iv) other environmental test equipment. Additional investment in
product machining equipment has allowed us to fabricate new product samples in a fraction of the time required
historically. Our product development and validation efforts are supported by full service, on-site test labs at most
manufacturing facilities, thus enabling cross-functional engineering teams to optimize the product, process and
system performance before tooling initiation.

We have invested, and will continue to invest in technology to develop new products for our customers.
Research and development costs incurred in connection with the development of new products and manufacturing
methods, to the extent not recoverable from the customer, are charged to selling, general and administrative
expenses, as incurred. Such costs amounted to approximately $44.2 million, $40.8 million and $39.2 million for
2007, 2006 and 2005, respectively, or 6.1%, 5.8% and 5.8% of net sales for these periods.

We will continue shifting our investment spending toward the design and development of new products rather
than focusing on sustaining existing product programs for specific customers. This shift is essential to the future
growth of the Company. However, the typical product development process takes three to five years to show
tangible results. As part of our effort to shift our investment spending, we reviewed our current product portfolio
and adjusted our spending to either accelerate or eliminate our investment in these products, based on our position
in the market and the potential of the market and product.

Environmental and Other Regulations

Our operations are subject to various federal, state, local and foreign laws and regulations governing, among
other things, emissions to air, discharge to waters and the generation, handling, storage, transportation, treatment
and disposal of waste and other materials. We believe that our business, operations and facilities have been and are
being operated in compliance, in all material respects, with applicable environmental and health and safety laws and
regulations, many of which provide for substantial fines and criminal sanctions for violations.

Employees

As of December 31, 2007, we had approximately 5,600 employees, approximately 1,300 of whom were salaried
and the balance of whom were paid on an hourly basis. Except for certain employees located in Mexico, Sweden,
and the United Kingdom, our employees are not represented by a union. Our unionized workers are not covered by
collective bargaining agreements. We believe that relations with our employees are good.

Joint Ventures

We form joint ventures in order to achieve several strategic objectives including gaining access to new markets,
exchanging technology and intellectual capital, broadening our customer base and expanding our product offerings.
Specifically we have formed joint ventures in Brazil, PST Eletrônica S.A. (“PST”), and India, Minda Stoneridge
Instruments Ltd. (“Minda”), and continue to explore similar business opportunities in other global markets. We
have a 50% interest in PST and a 49% interest in Minda. We entered into our PST joint venture in October 1997
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and our Minda joint venture in August 2004. Each of these investments is accounted for using the equity method of
accounting.

Our joint ventures have contributed positively to our financial results in 2007, 2006 and 2005. Equity earnings
by joint venture for the fiscal years ended December 31, 2007, 2006 and 2005 are summarized in the following
table (in thousands):

2007 2006 2005

For the Fiscal Years Ended
December 31,

PST . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $10,351 $6,771 $3,976

Minda . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 542 354 76

Total equity earnings of investees . . . . . . . . . . . . . . . . . . . . . . . . . . . $10,893 $7,125 $4,052

In Brazil, our PST joint venture, which is an electronic system provider focused on security and convenience
applications primarily for the vehicle and motorcycle industry, generated net sales of $133.1 million, $94.1 million
and $70.8 million in 2007, 2006 and 2005, respectively. We also received dividend payments of $5.6 million,
$3.7 million and $2.2 million from PST in 2007, 2006 and 2005, respectively. During 2006, we increased our
ownership in Minda, which produces electronics and instrumentation products for the motorcycle and commercial
vehicle markets in India, from 20% to 49% for $2.6 million in cash.

Available Information

We make available, free of charge through our website (www.stoneridge.com), our Annual Report on
Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K, all amendments to those reports, and
other filings with the Securities and Exchange Commission (“SEC”), as soon as reasonably practicable after they
are filed with the SEC. Our Corporate Governance Guidelines, Code of Business Conduct and Ethics, Code of
Ethics for Senior Financial Officers, Whistleblower Policy and Procedures and the charters of the Board’s Audit,
Compensation and Nominating and Corporate Governance Committees are posted on our website as well. Copies of
these documents will be available to any shareholder upon request. Requests should be directed in writing to Investor
Relations at 9400 East Market Street, Warren, Ohio 44484.

The public may read and copy any materials we file with the SEC at the SEC’s Public Reference Room at
450 Fifth Street, NW, Washington, DC 20549. The public may obtain information on the operation of the Public
Reference Room by calling the SEC at 1-800-SEC-0330. The SEC maintains a website (www.sec.gov) that
contains reports, proxy and information statements, and other information regarding issuers that file electronically
with the SEC, including the Company.
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ITEM 1A. RISK FACTORS.

Our business is cyclical and seasonal in nature and downturns in the automotive, medium- and heavy-duty
truck, agricultural and off-road vehicle markets could reduce the sales and profitability of our business.

The demand for our products is largely dependent on the domestic and foreign production of automobiles,
medium- and heavy-duty trucks, agricultural and off-road vehicles. The markets for our products have historically
been cyclical, because new vehicle demand is dependent on, among other things, consumer spending and is tied
closely to the overall strength of the economy. Because our products are used principally in the production of
vehicles for the automotive, medium- and heavy-duty truck, agricultural and off-road vehicle markets, our sales, and
therefore our results of operations, are significantly dependent on the general state of the economy and other factors
which affect these markets. A decline in automotive, medium- and heavy-duty truck, agricultural and off-highway
vehicle production could adversely impact our results of operations and financial condition. In 2007, approximately
40% of our net sales were made to the automotive market and approximately 60% were derived from the medium-
and heavy-duty truck, agricultural and off-highway vehicle markets. Seasonality experienced by the automotive
industry also impacts our operations. We typically experience decreased sales during the third quarter of each year
due to the impact of scheduled OEM customer plant shutdowns in July for vacations and new model changeovers.
The fourth quarter is also impacted by plant shutdowns for the holidays.

Our business is very competitive and increased competition could reduce our sales.

Markets for our products are highly competitive and the Company can offer no assurance that we can maintain
our product pricing levels with our customers. We compete based on technological innovation, price, quality, service
and timely delivery. Many of our competitors are more diversified and have greater financial and other resources
than we do. We cannot assure you that our business will not be adversely affected by competition or that we will be
able to maintain our profitability if the competitive environment changes.

The prices that we can charge some of our customers are predetermined and we bear the risk of costs in excess of
our estimates.

Our supply agreements with some of our customers require us to provide our products at predetermined prices.
In some cases, these prices decline over the course of the contract and may require us to meet certain productivity
and cost reduction targets. In addition, our customers may require us to share productivity savings in excess of our
cost reduction targets. The costs that we incur in fulfilling these contracts may vary substantially from our initial
estimates. Unanticipated cost increases or the inability to meet certain cost reduction targets may occur as a result of
several factors, including increases in the costs of labor, components or materials. In some cases, we are permitted to
pass on to our customers the cost increases associated with specific materials. Cost overruns that we cannot pass on
to our customers could adversely affect our business, results of operations and financial condition.

We are dependent on the availability and price of raw materials.

We require substantial amounts of raw materials and substantially all raw materials we require are purchased
from outside sources. The availability and prices of raw materials may be subject to curtailment or change due to,
among other things, new laws or regulations, suppliers’ allocations to other purchasers, interruptions in production
by suppliers, changes in exchange rates and worldwide price levels. Any change in the supply of, or price for, these
raw materials could materially affect our results of operations and financial condition.

Our strategic initiatives may be unsuccessful, may take longer than anticipated, or may result in unanticipated
costs.

Our future strategic initiatives include restructuring activities. We announced restructuring initiatives in fiscal
year 2007. There is no assurance that the total costs and total cash costs associated with the restructuring initiatives
will not exceed our estimates, or that we will be able to achieve the intended benefits of these restructurings
activities.
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The loss or insolvency of any of our major customers would adversely affect our future results.

We are dependent on a small number of principal customers for a significant percentage of our net sales. In
2007, Navistar International, Ford Motor Company, Deere & Company, MAN AG, General Motors and Chrysler
LLC accounted for 20%, 8%, 7%, 6%, 6%, and 5% of our net sales, respectively. The loss of any significant portion
of our sales to these customers or any other customers would have a material adverse impact on our results of
operations and financial condition. The contracts we have entered into with many of our customers provide for
supplying the customers’ requirements for a particular model, rather than for manufacturing a specific quantity of
products. Such contracts range from one year to the life of the model, which is generally three to seven years. These
contracts are subject to renegotiation, which may affect product pricing and generally may be terminated by our
customers at any time. Therefore, the loss of a contract for a major model or a significant decrease in demand for
certain key models or group of related models sold by any of our major customers could have a material adverse
impact on our results of operations and financial condition by reducing cash flows and our ability to spread costs
over a larger revenue base. We also compete to supply products for successor models and are subject to the risk that
the customer will not select us to produce products on any such model, which could have a material adverse impact
on our results of operations and financial condition. In addition, we have significant receivable balances related to
these customers and other major customers that would be at risk in the event of their bankruptcy.

Consolidation among vehicle parts customers and suppliers could make it more difficult for us to compete
favorably.

The vehicle part supply industry has undergone a significant consolidation as OEM customers have sought to
lower costs, improve quality and increasingly purchase complete systems and modules rather than separate
components. As a result of the cost focus of these major customers, we have been, and expect to continue to be,
required to reduce prices. Because of these competitive pressures, we cannot assure you that we will be able to
increase or maintain gross margins on product sales to our customers. The trend toward consolidation among vehicle
parts suppliers is resulting in fewer, larger suppliers who benefit from purchasing and distribution economies of
scale. If we cannot achieve cost savings and operational improvements sufficient to allow us to compete favorably in
the future with these larger, consolidated companies, our results of operations and financial condition could be
adversely affected.

Our physical properties and information systems are subject to damage as a result of disasters, outages or similar
events.

Our offices and facilities, including those used for design and development, material procurement, manufactur-
ing, logistics and sales are located throughout the world and are subject to possible destruction, temporary stoppage
or disruption as a result of any number of unexpected events. If any of these facilities or offices were to experience a
significant loss as a result of any of the above events, it could disrupt our operations, delay production, shipments
and revenue, and result in large expenses to repair or replace these facilities or offices.

In addition, network and information system shutdowns caused by unforeseen events such as power outages,
disasters, hardware or software defects, computer viruses and computer hacking pose increasing risks. Such an event
could also result in the disruption of our operations, delay production, shipments and revenue, and result in large
expenditures necessary to repair or replace such network and information systems.

We must implement and sustain a competitive technological advantage in producing our products to compete
effectively.

Our products are subject to changing technology, which could place us at a competitive disadvantage relative to
alternative products introduced by competitors. Our success will depend on our ability to continue to meet
customers’ changing specifications with respect to quality, service, price, timely delivery and technological innovation
by implementing and sustaining competitive technological advances. Our business may, therefore, require significant
ongoing and recurring additional capital expenditures and investment in research and development and manufactur-
ing and management information systems. We cannot assure you that we will be able to achieve the technological
advances or introduce new products that may be necessary to remain competitive. Our inability to continuously
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improve existing products and to develop new products and to achieve technological advances could have a material
adverse effect on our results of operations and financial condition.

We may experience increased costs associated with labor unions that could adversely affect our financial perfor-
mance and results of operations.

As of December 31, 2007, we had approximately 5,600 employees, approximately 1,300 of whom were salaried
and the balance of whom were paid on an hourly basis. Certain employees located in Mexico, Sweden, and the
United Kingdom are represented by a union but not collective bargaining agreements. We cannot assure you that
our employees will not be covered by collective bargaining agreements in the future or that any of our facilities will
not experience a work stoppage or other labor disruption. Any prolonged labor disruption involving our employees,
employees of our customers, a large percentage of which are covered by collective bargaining agreements, or
employees of our suppliers could have a material adverse impact on our results of operations and financial condition
by disrupting our ability to manufacture our products or the demand for our products.

Compliance with environmental and other governmental regulations could be costly and require us to make
significant expenditures.

Our operations are subject to various federal, state, local and foreign laws and regulations governing, among
other things:

• the discharge of pollutants into the air and water;
• the generation, handling, storage, transportation, treatment, and disposal of waste and other materials;
• the cleanup of contaminated properties; and
• the health and safety of our employees.

We believe that our business, operations and facilities have been and are being operated in compliance in all
material respects with applicable environmental and health and safety laws and regulations, many of which provide
for substantial fines and criminal sanctions for violations. The operation of our manufacturing facilities entails risks
and we cannot assure you that we will not incur material costs or liabilities in connection with these operations. In
addition, potentially significant expenditures could be required in order to comply with evolving environmental and
health and safety laws, regulations or requirements that may be adopted or imposed in the future.

We may incur material product liability costs.

We are subject to the risk of exposure to product liability claims in the event that the failure of any of our
products results in personal injury or death and we cannot assure you that we will not experience material product
liability losses in the future. In addition, if any of our products prove to be defective, we may be required to
participate in government-imposed or OEM- instituted recalls involving such products. We maintain insurance
against such product liability claims, but we cannot assure you that such coverage will be adequate for liabilities
ultimately incurred or that it will continue to be available on terms acceptable to us. A successful claim brought
against us that exceeds available insurance coverage or a requirement to participate in any product recall could have
a material adverse effect on our results of operations and financial condition.
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We are subject to risks related to our international operations.

Approximately 28.1% of our net sales in 2007 were derived from our European and other international
operations, and European and other international non-current assets accounted for approximately 9.7% of our non-
current assets as of December 31, 2007. International sales and operations are subject to significant risks, including,
among others:

• political and economic instability;
• restrictive trade policies;
• economic conditions in local markets;
• currency exchange controls;
• labor unrest;
• difficulty in obtaining distribution support and potentially adverse tax consequences; and
• the imposition of product tariffs and the burden of complying with a wide variety of international and

U.S. export laws.

Additionally, to the extent any portion of our net sales and expenses are denominated in currencies other than
the U.S. dollar, changes in exchange rates could have a material adverse effect on our results of operations and
financial condition.

ITEM 1B. UNRESOLVED STAFF COMMENTS.

None.
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ITEM 2. PROPERTIES.

The Company and our joint ventures currently own or lease 20 manufacturing facilities, which together contain
approximately 1.5 million square feet of manufacturing space. Of these manufacturing facilities, 11 are used by our
Electronics reportable segment, 6 are used by our Control Devices reportable segment and 3 are owned by our joint
venture companies. The following table provides information regarding our facilities:

Location
Owned/
Leased Use

Square
Footage

Electronics
Portland, Indiana Owned Manufacturing 182,000
Juarez, Mexico Owned Manufacturing/Division Office 178,000
Chihuahua, Mexico Owned Manufacturing 135,569
El Paso, Texas Leased Warehouse 93,000
Orebro, Sweden Leased Manufacturing 77,472
Mitcheldean, England Leased Manufacturing 74,790
Monclova, Mexico Leased Manufacturing 68,436
Chihuahua, Mexico Leased Manufacturing 49,805
Stockholm, Sweden Leased Engineering Office/Division Office 37,714
Dundee, Scotland Leased Manufacturing 32,753
Tallinn, Estonia Leased Manufacturing 28,352
Warren, Ohio Leased Engineering Office/Division Office 24,570
Tallinn, Estonia Leased Manufacturing/Warehouse 21,635
Chihuahua, Mexico Leased Manufacturing 10,000
Bayonne, France Leased Sales Office 8,267
Madrid, Spain Leased Sales Office/Warehouse 1,560
Rome, Italy Leased Sales Office 1,216
Stuttgart, Germany Leased Sales Office/Engineering Office 1,000

Control Devices
Lexington, Ohio Owned Manufacturing/Division Office 152,742
Canton, Massachusetts Owned Manufacturing/Division Office 132,560
Sarasota, Florida Owned Manufacturing 115,000
Canton, Massachusetts Leased Manufacturing 58,077
Suzhou, China Leased Manufacturing 24,412
Lexington, Ohio Owned Manufacturing 10,120
Sarasota, Florida Owned Warehouse 7,500
Lexington, Ohio Leased Warehouse 5,000

Corporate
Novi, Michigan Leased Sales Office/Engineering Office 9,400
Warren, Ohio Owned Headquarters 7,500
Shanghai, China Leased Sales Office 270
Seoul, South Korea Leased Sales Office 107

Joint Ventures
Pune, India Owned Manufacturing/Engineering Office/Sales Office 76,000
Manaus, Brazil Owned Manufacturing 73,550
São Paulo, Brazil Owned Manufacturing/Engineering Office/Sales Office 41,323
Buenos Aires, Argentina Leased Sales Office 3,551
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ITEM 3. LEGAL PROCEEDINGS.

The Company is involved in certain legal actions and claims arising in the ordinary course of business. The
Company, however, does not believe that any of the litigation in which it is currently engaged, either individually or
in the aggregate, will have a material adverse effect on its business, consolidated financial position or results of
operations. The Company is subject to the risk of exposure to product liability claims in the event that the failure of
any of its products causes personal injury or death to users of the Company’s products and there can be no assurance
that the Company will not experience any material product liability losses in the future. The Company maintains
insurance against such product liability claims. In addition, if any of the Company’s products prove to be defective,
the Company may be required to participate in the government-imposed or OEM customer-instituted recall
involving such products.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS.

No matters were submitted to a vote of security holders during the fourth quarter of 2007.

Executive Officers of the Company

Each executive officer of the Company is appointed by the Board of Directors, serves at its pleasure and holds
office until a successor is appointed, or until the earlier of death, resignation or removal. The Board of Directors
generally appoints executive officers annually. The executive officers of the Company are as follows:

Name Age Position

John C. Corey . . . . . 60 President, Chief Executive Officer and Director

George E. Strickler. . 60 Executive Vice President, Chief Financial Officer and Treasurer

Thomas A. Beaver . . 54 Vice President of Global Sales and Systems Engineering

Mark J. Tervalon . . . 41 Vice President of the Company and President of the Stoneridge Electronics
Division

John C. Corey, President, Chief Executive Officer and Director. Mr. Corey has served as President and Chief
Executive Officer since being appointed by the Board of Directors in January 2006. Mr. Corey has served as a
Director on the Board of Directors since January 2004. Prior to his employment with the Company, Mr. Corey
served from October 2000, as President and Chief Executive Officer and Director of Safety Components
International, a supplier of airbags and components, with worldwide operations.

George E. Strickler, Executive Vice President, Chief Financial Officer and Treasurer. Mr. Strickler has
served as Executive Vice President and Chief Financial Officer since joining the Company in January of 2006.
Mr. Strickler was appointed Treasurer of the Company in February 2007. Prior to his employment with the
Company, Mr. Strickler served as Executive Vice President and Chief Financial Officer for Republic Engineered
Products, Inc. (“Republic”), from February 2004 to January of 2006. Before joining Republic, Mr. Strickler was
BorgWarner Inc.’s Executive Vice President and Chief Financial Officer from February 2001 to November 2003.

Thomas A. Beaver, Vice President of Global Sales and Systems Engineering. Mr. Beaver has served as Vice
President of Global Sales and Systems Engineering of the Company since January of 2005. Prior to this time,
Mr. Beaver served as Vice President of Stoneridge Sales and Marketing from January 2000 to January 2005.

Mark J. Tervalon, Vice President of the Company and President of the Stoneridge Electronics Division.
Mr. Tervalon has served as President of the Stoneridge Electronics Division and Vice President of the Company
since August of 2006. Prior to that, Mr. Tervalon served as Vice President and General Manager of the Electronic
Products Division from May 2002 to December 2003 when he became Vice President and General Manager of the
Stoneridge Electronics Group.
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PART II

ITEM 5. MARKET FOR REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND
ISSUER PURCHASES OF EQUITY SECURITIES.

Our shares are listed on the New York Stock Exchange (“NYSE”) under the symbol “SRI.” As of February 22,
2008, we had 24,207,708 Common Shares without par value, issued and outstanding, which were owned by
approximately 300 registered holders, including Common Shares held in the names of brokers and banks (so-called
“street name” holdings) who are record holders with approximately 2,000 beneficial owners.

The Company has not historically paid or declared dividends, which are restricted under both the senior notes
and the asset-based credit facility, on our Common Shares. We may only pay cash dividends in the future if
immediately prior to and immediately after the payment is made no event of default shall have occurred and
outstanding indebtedness under our asset-based credit facility is not greater than or equal to $20.0 million before
and after the payment of the dividend. We currently intend to retain earnings for acquisitions, working capital,
capital expenditures, general corporate purposes and reduction in outstanding indebtedness. Accordingly, we do not
expect to pay cash dividends in the foreseeable future.

High and low sales prices (as reported on the NYSE composite tape) for our Common Shares for each quarter
ended during 2007 and 2006 are as follows:

Quarter Ended High Low

2007 March 31 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $12.17 $ 8.25
June 30 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $13.53 $10.29
September 30 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $13.76 $ 9.15
December 31 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $10.98 $ 8.00

2006 April 1. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 7.11 $ 4.95
July 1. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 8.45 $ 5.60
September 30 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 9.89 $ 7.05
December 31 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 8.32 $ 6.71

The Company did not repurchase any Common Shares in 2007 or 2006.

Set forth below is a line graph comparing the cumulative total return of a hypothetical investment in our
Common Shares with the cumulative total return of hypothetical investments in the Hemscott Group — Industry
Group 333 (Automotive Parts) Index and the NYSE Market Index based on the respective market price of each
investment at December 31, 2002, 2003, 2004, 2005, 2006 and 2007 assuming in each case an initial investment
of $100 on December 31, 2002, and reinvestment of dividends.
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STONERIDGE, INC. HEMSCOTT GROUP INDEX NYSE MARKET INDEX

2002 2003 2004 2005 2006 2007

Stoneridge, Inc. . . . . . . . . . . . . . . . . . . . . . . . . . . 100.00 126.47 127.14 55.63 68.82 67.56

Hemscott Group—Industry Group 333 Index . . . . . 100.00 147.67 151.99 135.13 152.24 163.56

NYSE Market Index . . . . . . . . . . . . . . . . . . . . . . . 100.00 129.55 146.29 158.37 185.55 195.46

For information on “Related Stockholder Matters” required by Item 201(d) of Regulation S-K, refer to
Item 12 of this report.
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ITEM 6. SELECTED FINANCIAL DATA.

The following table sets forth selected historical financial data and should be read in conjunction with the
consolidated financial statements and notes related thereto and other financial information included elsewhere herein.
In 2007, the Company changed the structure of its internal organization in a manner that caused the composition
of its reportable segments to change; and therefore, the corresponding information for prior periods has been
reclassified to conform to the current year reportable segment presentation. The selected historical data was derived
from our consolidated financial statements.

2007 2006 2005 2004 2003

For the Fiscal Years Ended December 31,

(in thousands, except per share data)

Statement of Operations Data:

Net sales:

Electronics . . . . . . . . . . . . . . . . . . . . . . . . . . $458,672 $456,932 $401,663 $ 403,322 $324,905

Control Devices . . . . . . . . . . . . . . . . . . . . . . 289,979 271,943 291,434 299,408 299,791

Eliminations . . . . . . . . . . . . . . . . . . . . . . . . (21,531) (20,176) (21,513) (20,935) (18,031)

Consolidated . . . . . . . . . . . . . . . . . . . . . . . . $727,120 $708,699 $671,584 $ 681,795 $606,665

Gross profit . . . . . . . . . . . . . . . . . . . . . . . . . . . $167,723 $158,906 $148,588 $ 174,987 $156,030

Operating income (loss)(A) . . . . . . . . . . . . . . $ 34,799 $ 35,063 $ 23,303 $(125,570) $ 58,370

Income (loss) before income taxes and
cumulative effect of accounting change(A)

Electronics . . . . . . . . . . . . . . . . . . . . . . . . . . $ 20,692 $ 20,882 $ (216) $ 27,562 $ 15,578

Control Devices . . . . . . . . . . . . . . . . . . . . . . 15,825 13,987 19,429 (147,960) 46,227

Other corporate activities . . . . . . . . . . . . . . . 8,676 6,392 8,217 (4,477) (3,644)

Corporate interest. . . . . . . . . . . . . . . . . . . . . (21,969) (21,622) (22,994) (24,281) (27,141)

Consolidated . . . . . . . . . . . . . . . . . . . . . . . . $ 23,224 $ 19,639 $ 4,436 $(149,156) $ 31,020

Net income (loss)(A) . . . . . . . . . . . . . . . . . . . $ 16,671 $ 14,513 $ 933 $ (92,503) $ 21,379

Basic net income (loss) per share(A) . . . . . . . . $ 0.72 $ 0.63 $ 0.04 $ (4.09) $ 0.95

Diluted net income (loss) per share(A) . . . . . . $ 0.71 $ 0.63 $ 0.04 $ (4.09) $ 0.94

Other Data:

Product development expenses . . . . . . . . . . . . . . $ 44,203 $ 40,840 $ 39,193 $ 36,145 $ 28,714

Capital expenditures . . . . . . . . . . . . . . . . . . . . . 18,141 25,895 28,934 23,917 26,382

Depreciation and amortization(B) . . . . . . . . . . . 28,503 26,180 26,157 24,802 22,188

Balance Sheet Data (at period end):

Working capital . . . . . . . . . . . . . . . . . . . . . . . . $184,788 $135,915 $116,689 $ 123,317 $ 72,832

Total assets . . . . . . . . . . . . . . . . . . . . . . . . . . . 527,769 501,807 463,038 473,001 573,001

Long-term debt, less current portion . . . . . . . . . 200,000 200,000 200,000 200,052 200,245

Shareholders’ equity . . . . . . . . . . . . . . . . . . . . . 206,189 178,622 153,991 155,605 243,406

(A) Our 2004 operating loss, loss before income taxes and cumulative effect of accounting change, net loss, and
related basic and diluted loss per share amounts include a non-cash, pre-tax goodwill impairment loss of
$183,450, which was recorded in the fourth quarter of 2004.

(B) These amounts represent depreciation and amortization on fixed and finite-lived intangible assets.
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ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS
OF OPERATIONS.

Overview

The following Management Discussion and Analysis (“MD&A”) is intended to help the reader understand the
results of operations and financial condition of Stoneridge, Inc. (the “Company”). This MD&A is provided as a
supplement to, and should be read in conjunction with, our financial statements and the accompanying notes to the
financial statements.

We are an independent designer and manufacturer of highly engineered electrical and electronic components,
modules and systems for the automotive, medium- and heavy-duty truck, agricultural and off-highway vehicle
markets.

For the year ended December 31, 2007, net sales were $727.1 million, an increase of $18.4 million compared
with $708.7 million for the year ended December 31, 2006.

Our net income for the year ended December 31, 2007 was $16.7 million, or $0.71 per diluted share,
compared with net income of $14.5 million, or $0.63 per diluted share, for 2006.

Our increase in net sales was predominantly attributable to increased European commercial vehicle production,
new program launches in both North America and Europe and favorable foreign currency exchange rates. The
increase was partially offset by the substantial decline in North American medium- and heavy-duty truck production
and a decline in North American light vehicle production. Medium- and heavy-duty truck production was
unfavorably impacted by the new diesel emissions regulations that were implemented on January 1, 2007 in the U.S.

Our 2007 profitability was positively affected by new program sales during the year, especially in the third and
fourth quarters. During 2007, our sensor business launched over $26.0 million in new business revenue and our
aftermarket business in Europe grew by approximately $9.0 million in revenue as we continued to penetrate new
geographic markets and expand our product offerings. We received new business to supply electronic products to a
military vehicle program, which is expected to continue through the first half of 2008. We were also able to partially
offset direct material cost increases through hedging transactions for copper and fixed-price supplier agreements for
zinc. In addition, we received cash and recorded gains from the divestiture of non-strategic assets, which included
two idle facilities and the Company’s airplane in 2007.

Our increase in profitability was partially offset by increased depreciation expense and direct material costs as
well as operational inefficiencies related to new product launches and supply chain management. In addition, the
Company’s selling, general and administrative (“SG&A”) expenses increased due to additional spending in sales and
marketing support for a new product launch, higher design and development expenses, increased systems
implementation costs and a $1.2 million one-time gain related to the settlement of the life insurance benefits
portion of a postretirement plan in 2006.

Also affecting our profitability were restructuring initiatives that began in the fourth quarter of 2007 to
improve the Company’s manufacturing efficiency and cost position by ceasing manufacturing operations at our
Sarasota, Florida and Mitcheldean, England locations. Related 2007 expenses, primarily comprised of one-time
termination benefits, were approximately $1.0 million. We anticipate incurring total pre-tax charges of approxi-
mately $9.0 million to $13.0 million in 2008 for the restructuring, net of an expected gain from a future Sarasota
facility sale. We expect these initiatives to be substantially completed in 2008 and are expecting projected benefits to
be in the range of $8.0 million to $12.0 million in 2009 and beyond.

Also in 2007, our PST Eletrônica S.A. (“PST”) joint venture in Brazil, which is an electronic system provider
focused on security and convenience applications primarily for the vehicle and motorcycle industry, continued to
perform well, resulting in equity earnings of $10.4 million compared to $6.8 million in the previous year. We also
received dividend payments from PST of $5.6 million and $3.7 million in 2007 and 2006, respectively. On
October 23, 2007, we announced that our PST joint venture filed certain financial information with the Brazilian
Securities Commission (Comissão de Valores Mobiliários). We currently hold a 50% equity interest in PST.
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Outlook

We expect 2008 production levels in the North American automotive and commercial vehicle markets to be
slightly lower than 2007 and the European commercial vehicle market to be comparable to 2007. We also expect
that our 2008 sales will be favorably affected by new program sales.

We expect that the U.S. diesel emissions regulations adopted in 2007 will continue to negatively impact
medium- and heavy-duty truck production in the U.S. and our financial results through the first half of 2008. For
our Electronics reportable segment, we anticipate that new program sales and stable demand outside of the U.S. will
offset the continued downturn in the U.S. medium- and heavy-duty truck production.

We expect our 2008 automotive related sales to be stagnant or slightly decline compared to 2007 levels. For
our Control Devices reportable segment, we expect continued growth in our emissions sensing and other new
products; however, these increases will be offset by customer-demanded price reductions and forecasted lower
market-share for our traditional North American automotive original equipment manufacturers.

Significant factors inherent to our markets that could affect our results for 2008 include general economic
conditions and the financial stability of our customers and suppliers as well as our ability to successfully execute our
planned restructuring, productivity and cost reduction initiatives. We are undertaking these initiatives to mitigate
commodity price increases and customer-demanded price reductions. Our management team is focused on improving
operational efficiency while adapting to the needs of our customers. Our results for 2008 also depend on conditions
in the automotive and commercial vehicle markets, which are generally dependent on domestic and international
economies.

We continue our transition to low-cost manufacturing locations. Initially, this initiative will result in
restructuring costs stemming from facility closures and production relocations. However, the longer-term effects of
such an initiative will enable us to reduce our operating costs and increase global sourcing capacity to our customers.

Results of Operations

We are primarily organized by markets served and products produced. Under this organizational structure, our
operations have been aggregated into two reportable segments: Electronics and Control Devices. The Electronics
reportable segment, formerly known as the Vehicle Management & Power Distribution reportable segment, includes
results of operations that design and manufacture electronic instrument clusters, electronic control units, driver
information systems and electrical distribution systems, primarily wiring harnesses and connectors for electrical
power and signal distribution. The Control Devices reportable segment includes results from our operations that
design and manufacture electronic and electromechanical switches, control actuation devices and sensors.

During the third quarter of 2007, a European operating segment in the Control Devices reportable segment
experienced a change in future business prospects due to the loss of a significant customer contract. As a result, the
Company announced that it would cease manufacturing at this location and transfer remaining production to an
operating segment in the Electronics reportable segment. In addition, management and oversight responsibilities for
this business were realigned to the Electronics reportable segment. Because the Company changed the structure of
its internal organization in a manner that caused the composition of its reportable segments to change, the
corresponding information for prior periods has been reclassified to conform to the current year reportable segment
presentation.

Beginning in 2005, we changed from a calendar year-end to a 52-53 week fiscal year-end. Since then, our
fiscal quarters were comprised of 13-week periods. On October 30, 2006, we changed back to a calendar
(December 31) fiscal year end, and therefore the 2007 and 2006 fiscal years ended on December 31, 2007 and
December 31, 2006, respectively. Our fiscal quarters are now comprised of three month periods.
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Fiscal Year Ended December 31, 2007 Compared To Fiscal Year Ended December 31, 2006

Net Sales. Net sales for our reportable segments, excluding inter-segment sales, for the fiscal years ended
December 31, 2007 and 2006 are summarized in the following table (in thousands):

2007 2006
$ Increase/
(Decrease)

% Increase/
(Decrease)

For the Fiscal Years Ended December 31,

Electronics . . . . . . . . . . . . . . . . . $441,717 60.7% $442,427 62.4% $ (710) (0.2)%

Control Devices . . . . . . . . . . . . . 285,403 39.3 266,272 37.6 19,131 7.2 %

Total net sales . . . . . . . . . . . . $727,120 100.0% $708,699 100.0% $18,421 2.6 %

The decrease in net sales for our Electronics segment was primarily due to a substantial decline in medium-
and heavy-duty truck production in North America. As referenced above, medium- and heavy-duty truck production
in 2007 was unfavorably impacted by the new 2007 diesel emissions regulations that were implemented on January 1,
2007 in the U.S. Offsetting the unfavorable impact of the new diesel emissions standards were new program
revenues in North America and Europe, increased production volume in our European commercial vehicle operations
and favorable foreign currency exchange rates. Favorable foreign currency exchange rates contributed $18.6 million
to net sales for the fiscal year ended December 31, 2007.

The increase in net sales for our Control Devices segment was primarily attributable to new product launches
in our temperature and speed sensor businesses. The increase was partially offset by production volume reductions at
our major customers.

Net sales by geographic location for the fiscal years ended December 31, 2007 and 2006 are summarized in
the following table (in thousands):

2007 2006
$ Increase/
(Decrease)

% Increase/
(Decrease)

For the Fiscal Years Ended December 31,

North America . . . . . . . . . . . . . . $522,730 71.9% $541,479 76.4% $(18,749) (3.5)%

Europe and other . . . . . . . . . . . . 204,390 28.1 167,220 23.6 37,170 22.2 %

Total net sales . . . . . . . . . . . . $727,120 100.0% $708,699 100.0% $ 18,421 2.6 %

The decrease in North American sales was primarily attributable to lower sales to our commercial vehicle
customers as a result of lower demand because of the new 2007 U.S. diesel emission regulations and lower
production volume from our North American light vehicle customers. The decrease was partially offset by sales
related to new program launches of sensor products and new electronic products supplied for the production of
military vehicles. Our increase in sales outside of North America for the year was primarily due to increased
production volume, new product revenues and favorable foreign currency exchange rates. The favorable effect of
foreign currency exchange rates affected net sales outside North America by $18.6 million for the fiscal year ended
December 31, 2007.
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Consolidated statements of operations as a percentage of net sales for the fiscal years ended December 31,
2007 and 2006 are presented in the following table (in thousands):

2007 2006
$ Increase/
(Decrease)

For the Fiscal Years Ended December 31,

Net Sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $727,120 100.0% $708,699 100.0% $18,421

Costs and Expenses:

Cost of goods sold . . . . . . . . . . . . . . . . . . . . . . . . . . . 559,397 76.9 549,793 77.6 9,604

Selling, general and administrative. . . . . . . . . . . . . . . . 133,708 18.4 124,538 17.6 9,170

Gain on sale of property, plant & equipment, net . . . . . (1,710) (0.2) (1,303) (0.2) (407)

Restructuring charges . . . . . . . . . . . . . . . . . . . . . . . . 926 0.1 608 0.1 318

Operating Income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 34,799 4.8 35,063 4.9 (264)

Interest expense, net . . . . . . . . . . . . . . . . . . . . . . . . . 21,759 3.0 21,744 3.1 15

Equity in earnings of investees . . . . . . . . . . . . . . . . . . (10,893) (1.5) (7,125) (1.0) (3,768)

Other loss, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 709 0.1 805 0.1 (96)

Income Before Income Taxes . . . . . . . . . . . . . . . . . . . . . 23,224 3.2 19,639 2.7 3,585

Provision for income taxes . . . . . . . . . . . . . . . . . . . . . 6,553 0.9 5,126 0.7 1,427

Net Income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 16,671 2.3% $ 14,513 2.0% $ 2,158

Cost of Goods Sold. The decrease in cost of goods sold as a percentage of sales was due to increased sales
volume from new business awards, ongoing procurement initiatives and favorable product mix. The decrease was
partially offset by unfavorable material costs, operational inefficiencies related to new product launches and higher
depreciation expense.

Selling, General and Administrative Expenses. Product development expenses included in SG&A were $44.2 million
and $40.8 million for the fiscal years ended December 31, 2007 and 2006, respectively. The increase related to
development spending in the areas of tachographs and instrumentation. In the future, the Company intends to reallocate
its resources to focus on the design and development of new products rather than primarily focusing on sustaining existing
product programs.

The increase in SG&A expenses, excluding product development expenses, in 2007 compared with 2006 was
primarily attributable to the increase in our selling and marketing activity to support new products in Europe, the
increase in systems implementation expenses related to a new information system in Europe, and a $1.2 million
one-time gain in the third quarter of 2006 related to the settlement of the life insurance benefits portion of a
postretirement plan.

Restructuring Charges. The increase in restructuring charges was primarily the result of one-time termination
benefits related to the restructuring initiatives announced in 2007 to improve manufacturing efficiency and cost
position by ceasing manufacturing operations at our Sarasota, Florida and Mitcheldean, England locations. No
fixed-asset impairment charges were incurred because assets are primarily being transferred to our other locations for
continued production. We expect these initiatives to be substantially completed in 2008.
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Restructuring charges recorded by reportable segment during the year ended December 31, 2007 were as
follows (in thousands):

Electronics Control Devices

Total
Consolidated
Restructuring

Charges

For the Fiscal Year Ended
December 31, 2007

Severance costs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $542 $357 $899

Other costs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 27 27

Total restructuring charges . . . . . . . . . . . . . . . . . . . . . . . $542 $384 $926

Also included in severance costs for the Electronics reporting segment in 2007 was $0.1 million of expense
related to the rationalization of certain manufacturing facilities in Europe and North America announced in 2005.
These restructuring initiatives were completed in 2007.

Restructuring charges recorded by reportable segment during the year ended December 31, 2006 were as
follows (in thousands):

Electronics Control Devices

Total
Consolidated
Restructuring

Charges

For the Fiscal Year Ended
December 31, 2006

Severance costs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $369 $156 $525

Other costs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 83 83

Total restructuring charges . . . . . . . . . . . . . . . . . . . . . . . $369 $239 $608

Severance costs related to a reduction in workforce. Other associated costs include miscellaneous expenditures
associated with exiting business activities.

Gain on Sale of Property, Plant and Equipment, net. The increase was primarily attributable to a gain on the
sale of two closed facilities during 2007 exceeding the gain on the sale of land during the first quarter of 2006.

Equity in Earnings of Investees. The increase was predominately attributable to the increase in equity earnings
recognized from our PST joint venture. The increase primarily reflects higher volume for PST’s security product
lines.

Income Before Income Taxes. Income before income taxes is summarized in the following table by reportable
segment (in thousands):

2007 2006
$ Increase/
(Decrease)

For the Fiscal Years
Ended December 31,

Electronics . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 20,692 $ 20,882 $ (190)

Control Devices . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15,825 13,987 1,838

Other corporate activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,676 6,392 2,284

Corporate interest expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (21,969) (21,622) (347)

Income before income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . $ 23,224 $ 19,639 $3,585

The decrease in income before income taxes in the Electronics segment was related to reduced volume and
increased SG&A expenses. The increased SG&A expenses were predominantly due to increased development
spending in the areas of tachographs and instrumentation and higher selling and marketing costs associated with
new product introductions.
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The increase in income before income taxes in the Control Devices reportable segment was primarily due to
increased sales volume and new product launches. These factors were offset by operating inefficiencies related to a
new product launch.

The increase in income before income taxes from other corporate activities was primarily due to a reduction in
foreign exchange losses recorded in the previous year and an increase in equity earnings from our PST joint venture
of $3.6 million.

Income before income taxes by geographic location for the fiscal years ended December 31, 2007 and 2006
are summarized in the following table (in thousands):

2007 2006
$ Increase/
(Decrease)

% Increase/
(Decrease)

For the Fiscal Years Ended December 31,

North America . . . . . . . . . . . . . . . . . $12,405 53.4% $10,847 55.2% $1,558 14.4%

Europe and other . . . . . . . . . . . . . . . . 10,819 46.6 8,792 44.8 2,027 23.1%

Income before income taxes . . . . . . $23,224 100.0% $19,639 100.0% $3,585 18.3%

The increase in our profitability in North America was primarily attributable to increased revenue from new
sensor product launches and new electronic products supplied for the production of military vehicles, which is
expected to continue through the first half of 2008. The increase was primarily offset by unfavorable variances
related to a new product launch, lower North American automotive and commercial vehicle production and
contractual price reductions with our customers. The increase in our profitability outside North America was
primarily due to increased European commercial vehicle production and revenue from new program launches. The
increase was offset by higher SG&A related to increased development spending in the areas of tachographs and
instrumentation and higher selling and marketing costs associated with new product introductions.

Provision for Income Taxes. We recognized a provision for income taxes of $6.6 million, or 28.2% of pre-tax
income, and $5.1 million, or 26.1% of the pre-tax income, for federal, state and foreign income taxes for the years
ended December 31, 2007 and 2006, respectively. The increase in the effective tax rate was primarily attributable to
the increase in higher taxed domestic earnings and the increase over the prior year of the valuation allowance
recorded against deferred tax assets in the United Kingdom. These increases were partially offset by a deferred tax
benefit related to a change in state tax law.

Fiscal Year Ended December 31, 2006 Compared To Fiscal Year Ended December 31, 2005

Net Sales. Net sales for our reportable segments, excluding inter-segment sales, for the fiscal years ended
December 31, 2006 and 2005 are summarized in the following table (in thousands):

2006 2005
$ Increase/
(Decrease)

% Increase/
(Decrease)

For the Fiscal Years Ended December 31,

Electronics . . . . . . . . . . . . . . . . . . $442,427 62.4% $384,943 57.3% $ 57,484 14.9 %

Control Devices . . . . . . . . . . . . . . 266,272 37.6 286,641 42.7 (20,369) (7.1)%

Total net sales . . . . . . . . . . . . . $708,699 100.0% $671,584 100.0% $ 37,115 5.5 %

The increase in net sales for our Electronics segment was primarily due to increased sales to our commercial
vehicle customers because North American demand was strong during the year. The most significant factor behind
the increase in demand was related to the 2007 implementation of more stringent diesel emissions standards in the
U.S. Overall commercial vehicle demand increased in 2006 in anticipation of the 2007 emission changes. In
addition to the North American volume increase, our revenues also increased as a result of new product sales in
Europe and a $1.6 million impact from foreign currency exchange rates for the year. Net sales for our Control
Devices segment declined as a result of lower production volumes at the traditional domestic automakers and product
price reductions. These declines were partially offset by new product sales in our European operations.
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Net sales by geographic location for the fiscal years ended December 31, 2006 and 2005 are summarized in
the following table (in thousands):

2006 2005
$ Increase/
(Decrease)

% Increase/
(Decrease)

For the Fiscal Years Ended December 31,

North America . . . . . . . . . . . . . . . $541,479 76.4% $532,523 79.3% $ 8,956 1.7%

Europe and other . . . . . . . . . . . . . . 167,220 23.6 139,061 20.7 28,159 20.2%

Total net sales . . . . . . . . . . . . . . $708,699 100.0% $671,584 100.0% $37,115 5.5%

The increase in North American sales was primarily attributable to increased sales to our commercial vehicle
customers as a result of strong North American demand. The increase was substantially offset by unfavorable North
American light vehicle production and product price reductions. The increase in sales outside North America was
primarily due to new product revenues and favorable foreign currency exchange rates. The favorable effect of foreign
currency exchange rates impacted net sales outside North America by $1.6 million for the fiscal year ended
December 31, 2006.

Consolidated statements of operations as a percentage of net sales for the fiscal years ended December 31,
2006 and 2005 are presented in the following table (in thousands):

2006 2005
$ Increase/
(Decrease)

For the Fiscal Years Ended December 31,

Net Sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $708,699 100.0% $671,584 100.0% $37,115

Costs and Expenses:

Cost of goods sold . . . . . . . . . . . . . . . . . . . . . . . . . . 549,793 77.6 522,996 77.9 26,797

Selling, general and administrative . . . . . . . . . . . . . . . 124,302 17.5 116,836 17.4 7,466

Provision for doubtful accounts . . . . . . . . . . . . . . . . . . 236 0.0 3,711 0.6 (3,475)

Gain on sale of property, plant and equipment, net . . . . (1,303) (0.2) (360) (0.1) (943)

Restructuring charges . . . . . . . . . . . . . . . . . . . . . . . . 608 0.1 5,098 0.7 (4,490)

Operating Income . . . . . . . . . . . . . . . . . . . . . . . . . . . . 35,063 5.0 23,303 3.5 11,760

Interest expense, net . . . . . . . . . . . . . . . . . . . . . . . . . 21,744 3.1 23,872 3.6 (2,128)

Equity in earnings of investees . . . . . . . . . . . . . . . . . . (7,125) (1.0) (4,052) (0.6) (3,073)

Other (income) loss, net . . . . . . . . . . . . . . . . . . . . . . 805 0.1 (953) (0.1) 1,758

Income Before Income Taxes . . . . . . . . . . . . . . . . . . . . . 19,639 2.8 4,436 0.6 15,203

Provision for income taxes . . . . . . . . . . . . . . . . . . . . . 5,126 0.7 3,503 0.5 1,623

Net Income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 14,513 2.1% $ 933 0.1% $13,580

Cost of Goods Sold. This decrease in cost of goods sold as a percentage of sales was predominately due to
operational improvements and increased sales volume. Offsetting these factors were unfavorable material price
variances resulting from raw material price increases and product price reductions.

Selling, General and Administrative Expenses. The increase in non-product development SG&A expenses in
2006 compared with 2005 was primarily attributable to the increase in sales and infrastructure costs related to a
new product launch and costs related to a consulting agreement for a former employee. These increases were
partially offset by a $1.2 million one-time gain related to the settlement of the life insurance benefits portion of a
postretirement benefit plan. During 2005, our SG&A costs benefited from non-recurring legal and commercial
settlements. Product development expenses included in SG&A were $40.8 million and $39.2 million for the fiscal
years ended December 31, 2006 and 2005, respectively.

Provision for Doubtful Accounts. The decrease in the provision for doubtful accounts was primarily a function
of bad debt charges associated with customer bankruptcies in 2005 exceeding the bad debt charges associated with
customer bankruptcies in 2006.
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Restructuring Charges. In January 2005, we announced that we would undertake restructuring efforts related
to the rationalization of certain manufacturing facilities in Europe and North America. The restructuring was a
result of our cost reduction initiatives. The decrease in restructuring charges was a result of the substantial
completion of our previously announced restructuring initiatives.

Interest Expense, Net. The decrease in interest expense, net was primarily due to an increase in interest
income in 2006. Interest income in 2006 and 2005 was $2.9 million and $0.9 million, respectively. This increase
was related to a $1.2 million past due interest payment from PST and increased interest generated from our cash
and cash equivalents.

Equity in Earnings of Investees. The increase in equity earnings from investees was predominately attributable
to the increase in equity earnings recognized from our PST joint venture in Brazil. The increase primarily reflects
higher volume and pricing for PST’s security product lines.

Other (Income) Loss, Net. The decrease in other income was primarily the result of unfavorable foreign
exchange contract variances. The decrease was offset by a $1.6 million gain on the sale of our partnership interest
in Industrial Development Associates (“IDA”).

Income Before Income Taxes. Income before income taxes is summarized in the following table by reportable
segment for the fiscal years ended December 31, 2006 and 2005 (in thousands):

2006 2005
$ Increase/
(Decrease)

For the Fiscal Years
Ended December 31,

Electronics . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 20,882 $ (216) $21,098

Control Devices . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13,987 19,429 (5,442)

Other corporate activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,392 8,217 (1,825)

Corporate interest expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (21,622) (22,994) 1,372

Income before income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . $ 19,639 $ 4,436 $15,203

The increase in income before income taxes at the Electronics reportable segment was primarily the result of
increased sales volume, a reduction in bad debt expense, and operational improvements at our United Kingdom
operation. Offsetting these gains were unfavorable raw material purchase price variances and product price
reductions.

The decrease in income before income taxes at the Control Devices reportable segment was primarily the result
of ongoing product price reductions and increased raw material costs. These factors were partially offset by a
reduction in restructuring and bad debt expenses.

Income before income taxes by geographic location for the fiscal years ended December 31, 2006 and 2005 is
summarized in the following table (in thousands):

2006 2005
$ Increase/
(Decrease)

% Increase/
(Decrease)

For the Fiscal Years Ended December 31,

North America . . . . . . . . . . . . . . . . . $10,847 55.2% $ 7,208 162.5% $ 3,639 50.5%

Europe and other . . . . . . . . . . . . . . . . 8,792 44.8 (2,772) (62.5) 11,564 417.2%

Income before income taxes . . . . . . $19,639 100.0% $ 4,436 100.0% $15,203 342.7%

The increase in our profitability in North America was primarily attributable to increased North American
commercial vehicle volume and lower bad debt expenses. The positive variance was partially offset by unfavorable
raw material variances and product price reductions. The increase in our profitability outside North America was
primarily due to the operational improvement at our United Kingdom operations, which experienced significant
operational inefficiencies in 2005, and increased sales volume. These improvements were partially offset by costs
related to the start-up of our Suzhou, China, manufacturing facility.
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Provision for Income Taxes. We recognized a provision for income taxes of $5.1 million, or 26.1% of pre-tax
income, and $3.5 million, or 79.0% of the pre-tax income, for federal, state and foreign income taxes for the years
ended December 31, 2006 and 2005, respectively. The decrease in the effective tax rate was primarily attributable
to an increase in pre-tax earnings and a corresponding reduction in the amount of additional valuation allowance
needed that resulted from the improved performance of our United Kingdom operations.

Liquidity and Capital Resources

Summary of Cash Flows (in thousands):

2007 2006
$ Increase/
(Decrease)

For the Fiscal Years
Ended December 31,

Cash provided by (used for):

Operating activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $33,525 $ 46,540 $(13,015)

Investing activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (5,826) (24,609) 18,783

Financing activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 900 107 793

Effect of exchange rate changes on cash and cash equivalents. . . . . . 1,443 3,060 (1,617)

Net change in cash and cash equivalents . . . . . . . . . . . . . . . . . . $30,042 $ 25,098 $ 4,944

The decrease in net cash provided by operating activities was primarily due to a larger investment in working
capital. Specifically, cash used to finance movements in working capital asset and liability accounts was a use of
funds in the current year of $15.6 million versus an increase of funds of $6.7 million in the prior year. Higher
working capital requirements in 2007 were driven by our restructuring initiatives and increased sales in the fourth
quarter of 2007 to customers with contractually longer payment terms.

The decrease in net cash used by investing activities was attributable to the $12.3 million in proceeds from the
divestiture of non-strategic assets, which included two idle facilities and the Company airplane in 2007. In addition,
we used $7.7 million less cash for capital projects in 2007 compared to the prior period. In 2006, we invested
$2.6 million in our Minda Stoneridge Instruments Limited joint venture and received cash of $1.2 million from the
sale of our partnership interest in IDA.

Cash provided by financing activities for the years ended December 31, 2007 and 2006 was primarily related
to proceeds from the exercise of share options, partially offset by cash used for fees related to the completion of our
credit agreement amendment during the first quarter of 2006 and the completion of our new asset-based credit
facility in the fourth quarter of 2007. See Note 4 to the Company’s consolidated financial statements for further
information regarding the Company’s senior notes and credit facilities.

As discussed in Note 9 to our consolidated financial statements, we have entered into foreign currency forward
contracts with a notional value of $8.6 million and $16.1 million at December 31, 2007 and 2006, respectively.
The purpose of these investments is to reduce exposure related to our British pound-denominated receivables. The
estimated fair value of these contracts at December 31, 2007 and 2006, per quoted market sources, was
approximately $(0.03) million and $(0.5) million, respectively. In 2007 and 2006, the Company used foreign
currency option contracts to reduce the risk of exposures to the Mexican peso. The Company’s foreign currency
option contracts were expired as of December 31, 2007 and 2006, respectively. As discussed in Note 9, we entered
into fixed price swap contracts for 480 and 420 metric tonnes of copper in December 2006 and January 2007,
respectively. These contracts fixed the cost of copper purchases in 2007 and expired on December 31, 2007. In
December 2007, we entered into another fixed price swap contract for 1.0 million pounds of copper, which will last
through December 2008. The purpose of these contracts is to reduce our price risk as it relates to copper prices. As
of December 31, 2007, the fair value of the fixed price commodity swap contract, per quoted market sources, was
approximately $0.1 million.
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The following table summarizes our future cash outflows resulting from financial contracts and commitments,
as of December 31, 2007 (in thousands):

Contractual Obligations: Total
Less than
1 Year 2-3 Years 4-5 Years

After
5 Years

Long-term debt . . . . . . . . . . . . . . . . . . . . . $200,000 $ — $ — $200,000 $ —

Operating leases . . . . . . . . . . . . . . . . . . . . . 21,772 5,631 6,828 3,231 6,082

Employee benefit plans . . . . . . . . . . . . . . . . 9,546 757 1,674 1,834 5,281

Uncertain income tax benefits(1) . . . . . . . . 1,008 1,008 — — —

Total contractual obligations . . . . . . . . . . $232,326 $7,396 $8,502 $205,065 $11,363

(1) See Note 5 to the accompanying consolidated financial statements for further information with respect to our
uncertain income tax benefits.

Future capital expenditures are expected to be consistent with recent levels. Management will continue to focus
on reducing its weighted average cost of capital and believes that cash flows from operations and the availability of
funds from our credit facilities will provide sufficient liquidity to meet our future growth and operating needs.

As outlined in Note 4 to our consolidated financial statements, on November 2, 2007, we finalized our new
asset-based credit facility, which permits borrowing up to a maximum level of $100.0 million. This facility provides
us with lower borrowing rates and allows us the flexibility to refinance our outstanding debt. At December 31,
2007, there were no borrowings on this asset-based credit facility. The available borrowing capacity on this credit
facility is based on eligible current assets, as defined. At December 31, 2007, the Company had borrowing capacity
of $73.5 million based on eligible current assets. The Company was in compliance with all covenants at
December 31, 2007.

As of May 2007, the Company’s $200.0 million senior notes were redeemable at 105.75. Given the Company’s
senior notes are redeemable, we may seek to retire the senior notes through a redemption, cash purchases, open
market purchases, privately negotiated transactions or otherwise. Such redemptions, purchases or exchanges, if any,
will depend on prevailing market conditions, our liquidity requirements, contractual restrictions and other factors.
The amounts involved may be material. In 2008, we have purchased and retired $11.0 million in face value of our
senior notes.

In the fourth quarter of 2007, the Company announced that its PST joint venture filed certain financial
information with the Brazilian Securities Commission (Comissão de Valores Mobiliários). The Company currently
holds a 50% equity interest in PST. We also received dividend payments from PST of $5.6 million and $3.7 million
in 2007 and 2006, respectively. In future years, we expect (but cannot guarantee) that we will receive dividend
payments from PST.

We continue our transition to low-cost manufacturing locations that will enable us to reduce our operating
costs and provide global sourcing capacity to our customers. Such initiatives will result in restructuring costs
stemming from facility closures and production relocations. We are presently having a new facility constructed,
which will expand our leased manufacturing capacity in Estonia.

We announced restructuring initiatives in the fourth quarter of 2007 and expect them to be substantially
complete by December 31, 2008. We anticipate incurring total pre-tax charges of approximately $9.0 million to
$13.0 million in 2008 for the restructuring, net of the gain on the future sale of our Sarasota facility.

Inflation and International Presence

Given the current economic climate and recent increases or fluctuations in certain commodity prices, we believe
that a continuation of such price increases would significantly affect our profitability. Furthermore, by operating
internationally, we are affected by foreign currency exchange rates and the economic conditions of certain countries.
Based on the current economic conditions in these countries, we believe we are not significantly exposed to adverse
exchange rate risk or economic conditions.
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Critical Accounting Policies and Estimates

Estimates. The preparation of financial statements in conformity with U.S. Generally Accepted Accounting
Principles requires management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and the disclosure of contingent liabilities at the date of the consolidated financial statements, and the
reported amounts of revenues and expenses during the reporting period.

On an ongoing basis, we evaluate estimates and assumptions used in our financial statements. We base our
estimates on historical experience and on various other factors that we believe to be reasonable under the
circumstances, the results of which form the basis for making judgments about the carrying values of assets and
liabilities that are not readily apparent from other sources. Actual results could differ from these estimates.

We believe the following are “critical accounting policies” — those most important to the financial presentation
and those that require the most difficult, subjective or complex judgments.

Revenue Recognition and Sales Commitments. We recognize revenues from the sale of products, net of actual
and estimated returns of products sold based on authorized returns and historical trends in sales returns, at the point
of passage of title, which is generally at the time of shipment. We often enter into agreements with our customers at
the beginning of a given vehicle’s expected production life. Once such agreements are entered into, it is our
obligation to fulfill the customers’ purchasing requirements for the entire production life of the vehicle. These
agreements are subject to renegotiation, which may affect product pricing. In certain limited instances, we may be
committed under existing agreements to supply products to our customers at selling prices which are not sufficient
to cover the direct cost to produce such products. In such situations, we recognize losses immediately. These
agreements generally may also be terminated by our customers at any time.

On an ongoing basis, we receive blanket purchase orders from our customers, which include pricing terms.
Purchase orders do not always specify quantities. We recognize revenue based on the pricing terms included in our
purchase orders as our products are shipped to our customers. We are asked to provide our customers with annual
cost reductions as part of certain agreements. In addition, we have ongoing adjustments to our pricing arrangements
with our customers based on the related content, the cost of our products and other commercial factors. Such
pricing adjustments are recognized as they are negotiated with our customers.

Warranties. Our warranty reserve is established based on our best estimate of the amounts necessary to settle
future and existing claims on products sold as of the balance sheet dates. This estimate is based on historical trends
of units sold and payment amounts, combined with our current understanding of the status of existing claims. To
estimate the warranty reserve, we are required to forecast the resolution of existing claims as well as expected future
claims on products previously sold. Although we believe that our warranty reserve is adequate and that the judgment
applied is appropriate, such amounts estimated to be due and payable could differ materially from what will actually
transpire in the future. Our customers are increasingly seeking to hold suppliers responsible for product warranties,
which could negatively impact our exposure to these costs.

Allowance for Doubtful Accounts. We have concentrations of sales and trade receivable balances with a few
key customers. Therefore, it is critical that we evaluate the collectibility of accounts receivable based on a
combination of factors. In circumstances where we are aware of a specific customer’s inability to meet their financial
obligations, a specific allowance for doubtful accounts is recorded against amounts due to reduce the net recognized
receivable to the amount we reasonably believe will be collected. Additionally, we review historical trends for
collectibility in determining an estimate for our allowance for doubtful accounts. If economic circumstances change
substantially, estimates of the recoverability of amounts due to the Company could be reduced by a material amount.
We do not have collateral requirements with our customers.

Contingencies. We are subject to legal proceedings and claims, including product liability claims, commercial
or contractual disputes, environmental enforcement actions and other claims that arise in the normal course of
business. We routinely assess the likelihood of any adverse judgments or outcomes to these matters, as well as ranges
of probable losses, by consulting with internal personnel principally involved with such matters and with our outside
legal counsel handling such matters.
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We have accrued for estimated losses in accordance with Statement of Financial Accounting Standard
(“SFAS”) No. 5, Accounting for Contingencies, when it is probable that a liability or loss has been incurred and the
amount can be reasonably estimated. Contingencies by their nature relate to uncertainties that require the exercise
of judgment both in assessing whether or not a liability or loss has been incurred and estimating that amount of
probable loss. The reserves may change in the future due to new developments or changes in circumstances. The
inherent uncertainty related to the outcome of these matters can result in amounts materially different from any
provisions made with respect to their resolution.

Inventory Valuation. Inventories are valued at the lower of cost or market. Cost is determined by the last-in,
first-out (“LIFO”) method for U.S. inventories and by the first-in, first-out (“FIFO”) method for non-U.S. inven-
tories. Where appropriate, standard cost systems are utilized for purposes of determining cost and the standards are
adjusted as necessary to ensure they approximate actual costs. Estimates of the lower of cost or market value of
inventory are determined based upon current economic conditions, historical sales quantities and patterns and, in
some cases, the specific risk of loss on specifically identified inventories.

Goodwill. Goodwill is tested for impairment at least annually and whenever events or changes in circumstances
indicate that the carrying value may not be recoverable. The valuation methodologies employed by the Company use
subjective measures including forward looking financial information and discount rates that directly impact the
resulting fair values used to test the Company’s business units for impairment. See Note 2 to our consolidated
financial statements for more information on our application of this accounting standard, including the valuation
techniques used to determine the fair value of goodwill.

Share-Based Compensation. The estimate for our share-based compensation expense involves a number of
assumptions. We believe each assumption used in the valuation is reasonable because it takes into account the
experience of the plan and reasonable expectations. We estimate volatility and forfeitures based on historical data,
future expectations and the expected term of the share-based compensation awards. The assumptions, however,
involve inherent uncertainties. As a result, if other assumptions had been used, share-based compensation expense
could have varied.

Pension and Other Postretirement Benefits. The amounts recognized in the consolidated financial statements
related to pension and other postretirement benefits are determined from actuarial valuations. Inherent in these
valuations are assumptions including expected return on plan assets, discount rates at which the liabilities could be
settled at December 31, 2007, rate of increase in future compensation levels, mortality rates and health care cost
trend rates. These assumptions are updated annually and are disclosed in Note 8 to the consolidated financial
statements.

The expected long-term return on assets is determined as a weighted average of the expected returns for each
asset class held by the defined-benefit pension plan at the date. The expected return on bonds has been based on
the yield available on similar bonds (by currency, issuer and duration) at that date. The expected return on equities
is based on an equity risk premium of return above that available on long-term government bonds of a similar
duration and the same currency as the liabilities.

Discount rates for our defined benefit pension plan in the United Kingdom are determined using the average
long-term sterling AA corporate bond. On December 31, 2007, the yield was approximately 5.8%, with the
individual yields on most of these yields of most of the bonds being within a range of 5.4% - 6.2%.

Discount rates for our other postretirement benefit plan in the U.S. are determined using the Moody’s Aa
Corporate Bond Index. The average equivalent annual rate on a Aa Corporate bond at December 31, 2007 was
5.9%.

Deferred Income Taxes. Deferred income taxes are provided for temporary differences between amounts of
assets and liabilities for financial reporting purposes and the basis of such assets and liabilities as measured by tax
laws and regulations. Our deferred tax assets include, among other items, net operating loss carryforwards and tax
credits that can be used to offset taxable income in future periods and reduce income taxes payable in those future
periods. Due to the length of the carryforward period it is unlikely that the deferred tax assets will expire prior to
being utilized. The Company does not provide deferred income taxes on unremitted earnings of certain
non-U.S. subsidiaries, which are deemed permanently reinvested.
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SFAS No. 109, Accounting for Income Taxes, requires that deferred tax assets be reduced by a valuation
allowance if, based on all available evidence, it is considered more likely than not that some portion or all of the
recorded deferred tax assets will not be realized in future periods. This assessment requires significant judgment, and
in making this evaluation, the Company considers available positive and negative evidence, including past results, the
existence of cumulative losses in recent periods, and our forecast of taxable income for the current year and future
years. A valuation allowance may need to be recorded against U.S. deferred tax assets in the event that future
U.S. taxable income is materially different than estimated amounts. The primary risk factor is a more than expected
severe downturn in the U.S. automotive and commercial vehicle segments of which the Company has significant
U.S. operations.

Effective January 1, 2007, we adopted the provisions of Financial Accounting Standards Board (“FASB”)
interpretation No. 48, Accounting for Uncertainty in Income Taxes — An Interpretation of FASB Statement No. 109
(“FIN 48”). FIN 48 contains a two-step approach to recognizing and measuring uncertain tax positions accounted
for in accordance with SFAS No. 109. The first step is to evaluate the tax position for recognition by determining if
the weight of available evidence indicates it is more likely than not that the position will be sustained on audit,
including resolution of related appeals or litigation processes, if any. The second step is to measure the tax benefit
as the largest amount which is more than 50% likely of being realized upon ultimate settlement. We consider many
factors when evaluating and estimating our tax positions and tax benefits, which may require periodic adjustments
and which may not accurately anticipate actual outcomes.

Restructuring. We have recorded restructuring charges in the recent period in connection with improving
manufacturing efficiency and cost position by transferring production to other locations. These charges are recorded
when management has committed to a plan and incurred a liability related to the plan. Also in connection with this
initiative, we recorded liabilities for severance costs. No fixed-asset impairment charges were incurred because assets
are primarily being transferred to our other locations for continued production. Estimates for work force reductions
and other costs savings are recorded based upon estimates of the number of positions to be terminated, termination
benefits to be provided and other information as necessary. Management evaluates the estimates on a quarterly basis
and will adjust the reserve when information indicates that the estimate is above or below the initial estimate. For
further discussion of our restructuring activities, see Note 12 to our consolidated financial statements included in
this report.

Recently Issued Accounting Standards

New accounting standards to be implemented:

In September 2006, the FASB issued SFAS No. 157, Fair Value Measurements (“SFAS 157”), which provides a
definition of fair value, establishes a framework for measuring fair value and requires expanded disclosures about fair value
measurements. SFAS 157 is effective for financial statements issued for fiscal years beginning after November 15, 2007
and interim periods within those years. The provisions of SFAS 157 will be applied prospectively. Subsequently, the
FASB provide for a one-year deferral of the effective date for nonfinancial assets and liabilities that are recognized or
disclosed at fair value on a nonrecurring basis. The adoption of SFAS 157 did not have a significant impact on the
Company’s financial position, results of operations or cash flows.

In December 2007, the FASB issued SFAS No. 141(R), Business Combinations (“SFAS 141(R)”). This
standard improves reporting by creating greater consistency in the accounting and financial reporting of business
combinations. Additionally, SFAS 141(R) requires the acquiring entity in a business combination to recognize all
(and only) the assets acquired and liabilities assumed in the transaction; establishes the acquisition-date fair value as
the measurement objective for all assets acquired and liabilities assumed; and requires the acquirer to disclose to
investors and other users all of the information they need to evaluate and understand the nature and financial effect
of the business combination. SFAS 141(R) is effective for financial statements issued for fiscal years beginning after
December 15, 2008. Early adoption of this standard is prohibited. In the absence of any planned future business
combinations, management does not currently expect SFAS 141(R) to have a material impact on the Company’s
financial condition or results of operations.

In December 2007, the FASB issued SFAS No. 160, Noncontrolling Interests in Consolidated Financial
Statements (“SFAS 160”). This standard improves the relevance, comparability and transparency of financial
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information provided to investors by requiring all entities to report noncontrolling (minority) interests in
subsidiaries in the same way. Additionally, SFAS 160 eliminates the diversity that currently exists in accounting for
transactions between an entity and noncontrolling interests by requiring they be treated as equity transactions.
SFAS 160 is effective for financial statements issued for fiscal years beginning after December 15, 2008. Early
adoption of this standard is prohibited. In the absence of any noncontrolling (minority) interests, management does
not currently expect SFAS 160 to have a material impact on the Company’s financial condition or results of
operations.

New accounting standards implemented:

In June 2006, the FASB issued FIN 48. FIN 48 clarifies the accounting for uncertainty in income taxes
recognized in an enterprise’s financial statements in accordance with SFAS No. 109, Accounting for Income Taxes.
This interpretation prescribes a recognition threshold and measurement attribute for the financial statement
recognition and measurement of a tax position taken or expected to be taken in a tax return. This interpretation
also provides guidance on derecognition, classification, interest and penalties, accounting in interim periods,
disclosure, and transition. We adopted the provisions of FIN 48 as of the January 1, 2007. The adoption of FIN 48
did not have a material impact on the Company’s financial statements.

In September 2006, the Securities and Exchange Commission (“SEC”) issued Staff Accounting Bulletin
(“SAB”) No. 108, Considering the Effects of Prior Year Misstatements when Quantifying Misstatements in Current
Year Financial Statements (“SAB 108”), which expresses the SEC’s views regarding the process of quantifying
financial statement misstatements. Registrants are required to quantify the impact of correcting all misstatements,
including both the carryover and reversing effects of prior year misstatements, on the current year financial
statements. The financial statements would require adjustment when either approach results in quantifying a
misstatement that is material, after considering all relevant quantitative and qualitative factors. SAB 108 was effective
for the first quarter of 2007. The adoption of SAB 108 did not have an impact on our consolidated financial
statements.

In May 2007, the FASB issued FASB Staff Position (“FSP”), Definition of Settlement in FASB Interpretation
No. 48 (“FSP FIN 48-1”). FSP FIN 48-1 provides guidance on determining whether a tax position is effectively
settled for the purpose of recognizing previously unrecognized tax benefits. FSP FIN 48-1 is effective retroactively
to January 1, 2007. The implementation of this standard did not have a material impact on the Company’s
consolidated financial position or results of operations.

In February 2007, the FASB issued SFAS No. 159, The Fair Value Option for Financial Assets and Financial
Liabilities — Including an Amendment of FASB Statement No. 115 (“SFAS 159”). SFAS 159 permits entities to
choose, at specified election dates, to measure eligible items at fair value (the “Fair Value Option”). Unrealized
gains and losses on items for which the Fair Value Option has been elected are reported in earnings. The Fair Value
Option is applied instrument by instrument (with certain exceptions), is irrevocable (unless a new election date
occurs) and is applied only to an entire instrument. The effect of the first remeasurement to fair value is reported as
a cumulative-effect adjustment to the opening balance of retained earnings. SFAS 159 is effective for the first
quarter of 2008. We did not elect to use the Fair Value Option for any financial assets and financial liabilities that
were not currently recorded at fair value.
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Forward-Looking Statements

Portions of this report contain “forward-looking statements” under the Private Securities Litigation Reform
Act of 1995. These statements appear in a number of places in this report and include statements regarding the
intent, belief or current expectations of the Company, our directors or officers with respect to, among other things,
our (i) future product and facility expansion, (ii) acquisition strategy, (iii) investments and new product
development, and (iv) growth opportunities related to awarded business. Forward-looking statements may be
identified by the words “will,” “may,” “designed to,” “believes,” “plans,” “expects,” “continue,” and similar words
and expressions. The forward-looking statements in this report are subject to risks and uncertainties that could cause
actual events or results to differ materially from those expressed in or implied by the statements. Important factors
that could cause actual results to differ materially from those in the forward-looking statements include, among other
factors:

• the loss or bankruptcy of a major customer;

• the costs and timing of facility closures, business realignment, or similar actions;

• a significant change in automotive, medium- and heavy-duty or agricultural and off-highway vehicle
production;

• our ability to achieve cost reductions that offset or exceed customer-mandated selling price reductions;

• a significant change in general economic conditions in any of the various countries in which we operate;

• labor disruptions at our facilities or at any of our significant customers or suppliers;

• the ability of our suppliers to supply us with parts and components at competitive prices on a timely basis;

• the amount of debt and the restrictive covenants contained in our credit facility;

• customer acceptance of new products;

• capital availability or costs, including changes in interest rates or market perceptions;

• the successful integration of any acquired businesses;

• the occurrence or non-occurrence of circumstances beyond our control; and

• those items described in Part I, Item IA (“Risk Factors”).
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ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK.

Interest Rate Risk

From time to time, we are exposed to certain market risks, primarily resulting from the effects of changes in
interest rates. At December 31, 2007, however, all of our debt was fixed rate debt. At this time, we do not use
financial instruments to manage this risk.

Commodity Price Risk

Given the current economic climate and the recent increases in certain commodity costs, we currently are
experiencing an increased risk, particularly with respect to the purchase of copper, zinc, resins and certain other
commodities. We manage this risk through a combination of fixed price agreements, staggered short-term contract
maturities and commercial negotiations with our suppliers. We may also consider pursuing alternative commodities
or alternative suppliers to mitigate this risk over a period of time. The recent increases in certain commodity costs
have negatively affected our operating results, and a continuation of such price increases could significantly affect
our profitability.

We entered into fixed price swap contracts for 480 and 420 metric tonnes of copper in December 2006 and
January 2007, respectively. These contracts fixed the cost of copper purchases in 2007 and expired on December 31,
2007. In December 2007, we entered into another fixed price swap contract for 1.0 million pounds of copper,
which will last through December 2008. The purpose of these contracts is to reduce our price risk as it relates to
copper prices.

Going forward, we believe that our mitigation efforts will offset a substantial portion of the financial impact of
these increased costs. However, no assurances can be given that the magnitude or duration of these increased costs
will not have a material impact on our future operating results. A hypothetical pre-tax gain or loss in fair value from
a 10.0% favorable or adverse change in commodity prices would not significantly affect our results of operations,
financial position or cash flows.

Foreign Currency Exchange Risk

Our risks related to foreign currency exchange rates have historically not been material; however, given the
current economic climate, we are more closely monitoring this risk. We use derivative financial instruments,
including foreign currency forward and option contracts, to mitigate our exposure to fluctuations in foreign currency
exchange rates by reducing the effect of such fluctuations on foreign currency denominated intercompany
transactions and other foreign currency exposures. As discussed in Note 9 to our consolidated financial statements,
we have entered into foreign currency forward contracts that had a notional value of $8.6 million and $16.1 million
at December 31, 2007 and 2006, respectively. The purpose of these investments is to reduce exposure related to the
Company’s British pound- denominated receivables. The estimated fair value of these contracts at December 31,
2007 and 2006, per quoted market sources, was approximately $(0.03) million and $(0.5) million, respectively.
The Company’s foreign currency option contracts expired as of December 31, 2007. We do not expect the effects
of this risk to be material in the future based on the current operating and economic conditions in the countries in
which we operate.

A hypothetical pre-tax gain (loss) in fair value from a 10.0% favorable or adverse change in quoted currency
exchange rates would be approximately $0.8 million or $(0.9) million as of December 31, 2007. For foreign
currency contracts outstanding at December 31, 2006, a hypothetical pre-tax gain (loss) in fair value from a 10.0%
favorable or adverse change in quoted currency exchange rates would be approximately $1.5 million or $(1.8) million
as of December 31, 2006. It is important to note that gains and losses indicated in the sensitivity analysis would
generally be offset by gains and losses on the underlying exposures being hedged. Therefore, a hypothetical pre-tax
gain or loss in fair value from a 10.0% favorable or adverse change in quoted foreign currencies would not
significantly affect our results of operations, financial position or cash flows.
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Report of Independent Registered Public Accounting Firm

To the Board of Directors and Shareholders of Stoneridge, Inc.

We have audited the accompanying consolidated balance sheets of Stoneridge, Inc. and Subsidiaries as of
December 31, 2007 and 2006 and the related consolidated statements of operations, shareholders’ equity, and cash
flows for each of the three years in the period ended December 31, 2007. Our audit also included the financial
statement schedule listed in the Index at Item 15. These financial statements and schedule are the responsibility of
the Company’s management. Our responsibility is to express an opinion on these financial statements and schedule
based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the 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 audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects,
the consolidated financial position of Stoneridge, Inc. and Subsidiaries at December 31, 2007 and 2006 and the
consolidated results of their operations and their cash flows for each of the three years in the period ended
December 31, 2007, in conformity with U.S. generally accepted accounting principles. Also, in our opinion, the
related financial statement schedule, when considered in relation to the basic financial statements taken as a whole,
presents fairly in all material respects the information set forth therein.

As discussed in Note 2 to the consolidated financial statements, effective at the beginning of the second quarter
of 2005, the Company adopted FASB Statement No. 123 (revised 2004), Share-Based Payment (FAS123(R))
using the modified-prospective-transition method. As discussed in Note 5 to the consolidated financial statements,
effective January 1, 2007, the Company adopted FIN 48, Accounting for Uncertainty in Income Taxes, an
interpretation of FASB Statement No. 109.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board
(United States), Stoneridge, Inc. and Subsidiaries’ internal control over financial reporting as of December 31,
2007, based on criteria established in Internal Control — Integrated Framework issued by the Committee of
Sponsoring Organizations of the Treadway Commission and our report dated March 17, 2008 expressed an
unqualified opinion thereon.

/s/ Ernst & Young LLP

Cleveland, Ohio
March 17, 2008
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STONERIDGE, INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
(in thousands)

2007 2006

December 31,

ASSETS

Current Assets:

Cash and cash equivalents. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 95,924 $ 65,882

Accounts receivable, less reserves of $4,736 and $5,243, respectively . . . . . . . . . . . . . . 122,288 106,985

Inventories, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 57,392 58,521

Prepaid expenses and other. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15,926 13,448

Deferred income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9,829 9,196

Total current assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 301,359 254,032

Long-Term Assets:

Property, plant and equipment, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 92,752 114,586

Other Assets:

Goodwill . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 65,176 65,176

Investments and other, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 39,454 30,875

Deferred income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 29,028 37,138

Total long-term assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 226,410 247,775

Total Assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $527,769 $501,807

LIABILITIES AND SHAREHOLDERS’ EQUITY

Current Liabilities:

Accounts payable. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 69,373 $ 72,493

Accrued expenses and other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 47,198 45,624

Total current liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 116,571 118,117

Long-Term Liabilities:

Long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 200,000 200,000

Deferred income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,665 1,923

Other liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,344 3,145

Total long-term liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 205,009 205,068

Shareholders’ Equity:

Preferred Shares, without par value, authorized 5,000 shares, none issued . . . . . . . . . . . — —

Common Shares, without par value, authorized 60,000 shares, issued 24,601 and
23,990 shares and outstanding 24,209 and 23,804 shares, respectively, with no stated
value. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — —

Additional paid-in capital . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 154,173 150,078

Common Shares held in treasury, 392 and 186 shares, respectively, at cost . . . . . . . . . . (383) (151)

Retained earnings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 38,372 21,701

Accumulated other comprehensive income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14,027 6,994

Total shareholders’ equity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 206,189 178,622

Total Liabilities and Shareholders’ Equity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $527,769 $501,807

The accompanying notes are an integral part of these consolidated financial statements.
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STONERIDGE, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS
(in thousands, except per share data)

2007 2006 2005

For the Fiscal Years Ended
December 31,

Net Sales. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $727,120 $708,699 $671,584

Costs and Expenses:

Cost of goods sold . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 559,397 549,793 522,996

Selling, general and administrative . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 133,614 124,302 116,836

Provision for doubtful accounts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 94 236 3,711

Gain on sale of property, plant and equipment, net . . . . . . . . . . . . . . . . . (1,710) (1,303) (360)

Restructuring charges . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 926 608 5,098

Operating Income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 34,799 35,063 23,303

Interest expense, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 21,759 21,744 23,872

Equity in earnings of investees . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (10,893) (7,125) (4,052)

Other (income) loss, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 709 805 (953)

Income Before Income Taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 23,224 19,639 4,436

Provision for income taxes. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,553 5,126 3,503

Net Income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 16,671 $ 14,513 $ 933

Basic net income per share . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 0.72 $ 0.63 $ 0.04

Basic weighted average shares outstanding . . . . . . . . . . . . . . . . . . . . . . . . . 23,133 22,866 22,709

Diluted net income per share . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 0.71 $ 0.63 $ 0.04

Diluted weighted average shares outstanding . . . . . . . . . . . . . . . . . . . . . . . . 23,548 23,062 22,775

The accompanying notes are an integral part of these consolidated financial statements.
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STONERIDGE, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
(in thousands)

2007 2006 2005

For the Fiscal Years Ended
December 31,

OPERATING ACTIVITIES:
Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 16,671 $ 14,513 $ 933
Adjustments to reconcile net income to net cash provided (used) by

operating activities —
Depreciation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 28,299 25,904 25,861
Amortization . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,522 1,657 1,560
Deferred income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,823 3,466 815
Earnings of equity method investees, less dividends received . . . . . . . . . (5,299) (3,455) (1,894)
Gain on sale of fixed assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1,710) (1,303) (360)
Gain on sale of partnership interest . . . . . . . . . . . . . . . . . . . . . . . . . . — (1,627) —
Share-based compensation expense . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,431 1,953 1,695
Postretirement benefit settlement gain . . . . . . . . . . . . . . . . . . . . . . . . — (1,242) —
Changes in operating assets and liabilities —

Accounts receivable, net. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (13,424) (2,739) (3,516)
Inventories, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 933 (2,350) 517
Prepaid expenses and other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,563 1,742 (3,744)
Other assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (89) 2,228 (1,762)
Accounts payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (4,881) 14,084 505
Accrued expenses and other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,686 (6,291) (1,549)

Net cash provided by operating activities . . . . . . . . . . . . . . . . . . . 33,525 46,540 19,061

INVESTING ACTIVITIES:
Capital expenditures . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (18,141) (25,895) (28,934)
Proceeds from sale of fixed assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12,315 2,266 1,664
Proceeds from sale of partnership interest . . . . . . . . . . . . . . . . . . . . . . . . — 1,153 —
Business acquisitions and other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — (2,133) (282)

Net cash used by investing activities . . . . . . . . . . . . . . . . . . . . . . (5,826) (24,609) (27,552)

FINANCING ACTIVITIES:
Repayments of long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — (44) (118)
Share-based compensation activity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,119 301 1
Other financing costs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1,219) (150) (241)

Net cash provided (used) by financing activities . . . . . . . . . . . . . . 900 107 (358)

Effect of exchange rate changes on cash and cash equivalents . . . . . . . . . . . . 1,443 3,060 (2,699)

Net change in cash and cash equivalents . . . . . . . . . . . . . . . . . . . . . . . . . . . 30,042 25,098 (11,548)
Cash and cash equivalents at beginning of period . . . . . . . . . . . . . . . . . . . . 65,882 40,784 52,332

Cash and cash equivalents at end of period . . . . . . . . . . . . . . . . . . . . . . . . . $ 95,924 $ 65,882 $ 40,784

Supplemental disclosure of cash flow information:
Cash paid for interest, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 20,637 $ 20,565 $ 22,683

Cash paid for income taxes, net . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 3,672 $ 2,394 $ 4,891

The accompanying notes are an integral part of these consolidated financial statements.
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STONERIDGE, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF SHAREHOLDERS’ EQUITY
(in thousands)

Number of
Common
Shares

Number of
Treasury
Shares

Additional
Paid-In
Capital

Common
Shares
Held

in Treasury
Retained
Earnings

Accumulated
Other

Comprehensive
Income (Loss)

Total
Shareholders’

Equity
Comprehensive
Income (Loss)

BALANCE, DECEMBER 31, 2004 . . . . 22,780 8 $145,764 $ — $ 6,255 $ 3,586 $155,605
Net income . . . . . . . . . . . . . . . . . . . . — — — — 933 — 933 $ 933
Exercise of share options . . . . . . . . . . . 10 — 48 — — — 48 —
Issuance of restricted Common Shares . . . 434 — — — — — — —
Forfeited restricted Common Shares . . . . (39) 39 — — — — — —
Repurchased Common Shares for

treasury . . . . . . . . . . . . . . . . . . . . (7) 7 — (65) — — (65) —
Share-based compensation matters . . . . . . — — 1,628 — — — 1,628 —
Other comprehensive income (loss):

Minimum pension liability
adjustments . . . . . . . . . . . . . . . . — — — — — 396 396 396

Unrealized loss on marketable
securities . . . . . . . . . . . . . . . . . . — — — — — 89 89 89

Currency translation adjustments . . . . . — — — — — (4,643) (4,643) (4,643)

Comprehensive loss. . . . . . . . . . . . $(3,225)

BALANCE, DECEMBER 31, 2005 . . . . 23,178 54 147,440 (65) 7,188 (572) 153,991
Net income . . . . . . . . . . . . . . . . . . . . — — — — 14,513 — 14,513 $14,513
Exercise of share options . . . . . . . . . . . 64 — 393 — — — 393 —
Issuance of restricted Common Shares . . . 694 — — — — — — —
Forfeited restricted Common Shares . . . . (118) 118 — — — — — —
Repurchased Common Shares for

treasury . . . . . . . . . . . . . . . . . . . . (14) 14 — (86) — — (86) —
Share-based compensation matters . . . . . . — — 2,245 — — — 2,245 —
Other comprehensive income (loss):

Minimum pension liability
adjustments . . . . . . . . . . . . . . . . — — — — — 1,625 1,625 1,625

Cumulative effect of adopting
SFAS No. 158 . . . . . . . . . . . . . . — — — — — — — —

Unrealized gain on marketable
securities . . . . . . . . . . . . . . . . . . — — — — — (84) (84) (84)

Currency translation adjustments . . . . . — — — — — 6,025 6,025 6,025

Comprehensive income . . . . . . . . . $22,079

BALANCE, DECEMBER 31, 2006 . . . . 23,804 186 150,078 (151) 21,701 6,994 178,622
Net income . . . . . . . . . . . . . . . . . . . . — — — — 16,671 — 16,671 $16,671
Exercise of share options . . . . . . . . . . . 164 — 1,552 — — — 1,552 —
Issuance of restricted Common Shares . . . 447 — — — — — — —
Forfeited restricted Common Shares . . . . (181) 181 — — — — — —
Repurchased Common Shares for

treasury . . . . . . . . . . . . . . . . . . . . (25) 25 — (232) — — (232) —
Share-based compensation matters . . . . . . — — 2,543 — — — 2,543 —
Other comprehensive income:

Pension liability adjustments . . . . . . . . — — — — — 983 983 983
Unrealized loss on marketable

securities . . . . . . . . . . . . . . . . . . — — — — — 44 44 44
Unrealized gain on derivatives . . . . . . . — — — — — (37) (37) (37)
Currency translation adjustments . . . . . — — — — — 6,043 6,043 6,043

Comprehensive income . . . . . . . . . $23,704

BALANCE, DECEMBER 31, 2007 . . . . 24,209 392 $154,173 $(383) $38,372 $14,027 $206,189

The accompanying notes are an integral part of these consolidated financial statements.
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STONERIDGE, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(in thousands, except share and per share data, unless otherwise indicated)

1. Organization and Nature of Business

Stoneridge, Inc. and its subsidiaries are independent designers and manufacturers of highly engineered electrical
and electronic components, modules and systems for the automotive, medium- and heavy-duty truck, agricultural
and off-highway vehicle markets.

2. Summary of Significant Accounting Policies

Basis of Presentation

The accompanying consolidated financial statements include the accounts of Stoneridge, Inc. and its wholly-
owned and majority-owned subsidiaries (collectively, the “Company”). Intercompany transactions and balances have
been eliminated in consolidation. Joint ventures in which the Company does not have control, but does have the
ability to exercise influence over operating and principal policies are accounted for under the equity method
(Note 3).

Beginning in 2005, we changed from a calendar year-end to a 52-53 week fiscal year-end. Since then, our
fiscal quarters were comprised of 13-week periods. On October 30, 2006, we changed back to a calendar
(December 31) fiscal year end, and therefore the 2007 and 2006 fiscal years ended on December 31, 2007 and
December 31, 2006, respectively. Our fiscal quarters are now comprised of three month periods.

Cash and Cash Equivalents

The Company considers all short-term investments with original maturities of three months or less to be cash
equivalents. Cash equivalents are stated at cost, which approximates fair value, due to the highly liquid nature and
short-term duration of the underlying securities.

Accounts Receivable and Concentration of Credit Risk

Revenues are principally generated from the automotive, medium- and heavy-duty truck, agricultural and off-
highway vehicle markets. Due to the nature of these industries, a significant portion of sales and related accounts
receivable are concentrated in a relatively small number of customers. The following table presents the Company’s
principal customers, as a percentage of net sales:

2007 2006 2005

For the Fiscal Years Ended
December 31,

Navistar International . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 20% 25% 22%

Ford Motor Company . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8 6 7

Deere & Company. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7 6 6

MAN AG . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6 6 2

General Motors . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6 5 5

Chrysler LLC . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 5 9

Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 48 47 49

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 100% 100% 100%

Accounts receivable from the Company’s five largest customer balances aggregated to approximately $63,932,
$57,376 and $50,507 at December 31, 2007, 2006 and 2005, respectively.

During 2007, 2006 and 2005, some of the Company’s customers filed for Chapter 11 bankruptcy protection.
As a result, the Company established reserves for estimated losses that were expected to result from the bankruptcies
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of approximately $132, $627 and $3,570 for the fiscal years ended December 31, 2007, 2006 and 2005,
respectively. The expenses related to the established reserves for estimated losses expected to result from the
bankruptcies were recorded in the Company’s consolidated statement of operations as a component of provision for
doubtful accounts.

Inventories

Inventories are valued at the lower of cost or market. Cost is determined by the last-in, first-out (“LIFO”)
method for approximately 66% of the Company’s inventories at December 31, 2007 and 2006, respectively, and by
the first-in, first-out (“FIFO”) method for all other inventories. Inventory cost includes material, labor and
overhead. Inventories consist of the following at December 31:

2007 2006

Raw materials . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $36,678 $39,832

Work in progress . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9,065 8,196

Finished goods . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13,700 12,614

Total inventories . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 59,443 60,642

Less: LIFO reserve . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (2,051) (2,121)

Inventories, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $57,392 $58,521

Property, Plant and Equipment

Property, plant and equipment are recorded at cost and consist of the following at December 31:

2007 2006

Land and land improvements . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 3,956 $ 4,654

Buildings and improvements . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 35,869 44,526

Machinery and equipment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 132,501 130,323

Office furniture and fixtures . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 31,394 36,103

Tooling . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 81,976 80,579

Vehicles . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 403 470

Leasehold improvements . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,981 2,190

Construction in progress . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10,909 18,835

Total property, plant and equipment . . . . . . . . . . . . . . . . . . . . . . . . . . . . 299,989 317,680

Less: Accumulated depreciation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (207,237) (203,094)

Property, plant and equipment, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 92,752 $ 114,586
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Depreciation is provided by both the straight-line and accelerated methods over the estimated useful lives of
the assets. Depreciation expense for the fiscal years ended December 31, 2007, 2006 and 2005 was $28,299,
$25,904 and $25,861, respectively. Depreciable lives within each property classification are as follows:

Buildings and improvements . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10–40 years

Machinery and equipment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3–20 years

Office furniture and fixtures . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3–10 years

Tooling . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2–5 years

Vehicles . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3–5 years

Leasehold improvements . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3–8 years

Maintenance and repair expenditures that are not considered improvements and do not extend the useful life of
property are charged to expense as incurred. Expenditures for improvements and major renewals are capitalized.
When assets are retired or otherwise disposed of, the related cost and accumulated depreciation are removed from
the accounts, and any gain or loss on the disposition is credited or charged to income.

Goodwill and Other Intangible Assets

Under Statement of Financial Accounting Standard (“SFAS”) No. 142, Goodwill and Other Intangible Assets
(“SFAS 142”), goodwill is subject to an annual assessment for impairment (or more frequently if impairment
indicators arise) by applying a fair value-based test.

The Company performs its annual impairment test of goodwill as of the beginning of the fourth quarter. The
Company uses a combination of valuation techniques, which include consideration of market-based approaches and
an income approach, in determining the fair value of the Company’s applicable reporting units in the annual
impairment test of goodwill. The Company believes that the combination of the valuation models provides a more
appropriate valuation of the Company’s reporting units by taking into account different marketplace participant
assumptions. The Company, in its estimates of fair value of the Company’s reporting units being tested, utilizes
market and income approaches, specifically: the guideline company method (market), the transaction method
(market), and the discounted cash flow method (income). An equal weight is given to each of these three methods.
In addition, all three methods utilize market data in the derivation of a value estimate and are forward-looking in
nature. The guideline assessment of future performance and the discounted cash flow method utilize a market-
derived rate of return to discount anticipated performance.

These methodologies are applied to the reporting units’ historical and projected financial performance. The
impairment review is highly judgmental and involves the use of significant estimates and assumptions. These
estimates and assumptions have a significant impact on the amount of any impairment charge recorded. Discounted
cash flow methods are dependent upon assumption of future sales trends, market conditions and cash flows of each
reporting unit over several years. Actual cash flows in the future may differ significantly from those previously
forecasted. Other significant assumptions include growth rates and the discount rate applicable to future cash flows.

As of the beginning of the fourth quarter, the goodwill balance of $65.2 million was related entirely to the
Control Devices reportable segment. The Company completed its assessment of any potential goodwill impairment
as of October 1, 2007 and October 1, 2006 and determined that no impairment existed as of either date.

The net carrying amount of the Company’s patents at December 31, 2007 and 2006 was $203 and $407,
respectively, and was included in the Company’s consolidated balance sheets as a component of other assets. Aggregate
amortization expense on patents was $204 and $270 for the fiscal years ended December 31, 2007 and December 31,
2006, respectively. Estimated amortization expense for the fiscal year ended December 31, 2008 based upon the
Company’s intangible asset portfolio at December 31, 2007 is $203.
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Accrued Expenses and Other Current Liabilities

Accrued expenses and other current liabilities consist of the following at December 31:

2007 2006

Compensation-related obligations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $19,053 $15,128

Insurance-related obligations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,084 4,178

Warranty-and recall-related obligations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,306 5,825

Other(1) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18,755 20,493

Total accrued expenses and other current liabilities . . . . . . . . . . . . . . . . . . . . . $47,198 $45,624

(1) “Other” is comprised of miscellaneous accruals; none of which contributed a significant portion of the total.

Income Taxes

The Company accounts for income taxes using the provisions of SFAS No. 109, Accounting for Income Taxes.
Deferred income taxes reflect the expected tax consequences on future years of differences between the tax basis of
assets and liabilities and their financial reporting amounts. Future tax benefits are recognized to the extent that
realization of such benefits is more likely than not to occur.

Currency Translation

The financial statements of foreign subsidiaries, where the local currency is the functional currency, are
translated into U.S. dollars using exchange rates in effect at the period end for assets and liabilities and average
exchange rates during each reporting period for the results of operations. Adjustments resulting from translation of
financial statements are reflected as a component of accumulated other comprehensive income. Foreign currency
transactions are remeasured into the functional currency using translation rates in effect at the time of the
transaction, with the resulting adjustments included in the results of operations.

Revenue Recognition and Sales Commitments

The Company recognizes revenues from the sale of products, net of actual and estimated returns, at the point
of passage of title, which is generally at the time of shipment. Actual and estimated returns are based on authorized
returns and historical trends of sales returns. The Company often enters into agreements with its customers at the
beginning of a given vehicle’s expected production life. Once such agreements are entered into, it is the Company’s
obligation to fulfill the customers’ purchasing requirements for the entire production life of the vehicle. These
agreements are subject to renegotiation, which may affect product pricing.

Allowance for Doubtful Accounts

The Company evaluates the collectibility of accounts receivable based on a combination of factors. In
circumstances where the Company is aware of a specific customer’s inability to meet its financial obligations, a
specific allowance for doubtful accounts is recorded against amounts due to reduce the net recognized receivable to
the amount the Company reasonably believes will be collected. Additionally, the Company reviews historical trends
for collectibility in determining an estimate for its allowance for doubtful accounts. If economic circumstances
change substantially, estimates of the recoverability of amounts due to the Company could be reduced by a material
amount. The Company does not have collateral requirements with its customers.
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Product Warranty and Recall Reserves

Amounts accrued for product warranty and recall claims are established based on the Company’s best estimate
of the amounts necessary to settle future and existing claims on products sold as of the balance sheet dates. These
accruals are based on several factors including past experience, production changes, industry developments and
various other considerations. The Company can provide no assurances that it will not experience material claims in
the future or that it will not incur significant costs to defend or settle such claims beyond the amounts accrued or
beyond what the Company may recover from its suppliers.

The following provides a reconciliation of changes in product warranty and recall liability for the fiscal years
ended December 31, 2007 and 2006:

2007 2006

Product warranty and recall at beginning of period . . . . . . . . . . . . . . . . . . . . . . . $ 5,825 $ 6,220

Accruals for products shipped during period . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,689 3,695

Aggregate changes in pre-existing liabilities due to claims developments . . . . . . . . 1,756 31

Settlements made during the period (in cash or in kind) . . . . . . . . . . . . . . . . . . . (4,964) (4,121)

Product warranty and recall at end of period . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 5,306 $ 5,825

Product Development Expenses

Expenses associated with the development of new products and changes to existing products are charged to
expense as incurred. These costs amounted to $44,203, $40,840 and $39,193 in fiscal years 2007, 2006 and 2005,
respectively or 6.1%, 5.8% and 5.8% of net sales for these periods.

Share-Based Compensation

At December 31, 2007, the Company had three types of share-based compensation plans: (1) Long-Term
Incentive Plan (the “Incentive Plan”), (2) Directors’ Share Option Plan and (3) the Directors’ Restricted Shares
Plan. One plan is for employees and two plans are for non-employee directors. The Incentive Plan is made up of the
Long-Term Incentive Plan that was approved by the Company’s shareholders on September 30, 1997 and expired
on June 30, 2007 and the Amended and Restated Long-Term Incentive Plan that was approved by the Company’s
shareholders on April 24, 2006 and expires on April 24, 2016. Prior to the second quarter of 2005, the Company
accounted for its plans under the fair value recognition provisions of SFAS No. 123, Accounting for Stock-Based
Compensation, (“SFAS 123”) adopted prospectively for all employee and director awards granted, modified or
settled after January 1, 2003, under the provisions of SFAS No. 148, Accounting for Stock-Based Compensation —
Transition and Disclosure — an amendment of SFAS 123.

Effective at the beginning of the second quarter of 2005, the Company adopted SFAS No. 123(R), Share-
Based Payment, (“SFAS 123(R)”) using the modified-prospective-transition method. Because the Company had
previously adopted the fair value recognition provisions required by SFAS 123, and due to the fact that all unvested
awards at the time of adoption were being recognized under a fair value approach, the adoption of SFAS 123(R)
did not significantly impact the Company’s operating income, income before income taxes, net income, cash flow
from operating activities, cash flow from financing activities, or basic and diluted net income per share for the fiscal
years ended December 31, 2007, 2006 and 2005.

Total compensation expense recognized in the consolidated statements of operations for share-based compen-
sation arrangements was $2,431, $1,953 and $1,695 for the fiscal years ended December 31, 2007, 2006 and 2005,
respectively. The total income tax benefit recognized in the consolidated statements of operations for share-based

41

STONERIDGE, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)
(in thousands, except share and per share data, unless otherwise indicated)

%%TRANSMSG*** Transmitting Job: L30036 PCN: 042000000 ***%%PCMSG|41     |00015|Yes|No|03/17/2008 08:23|0|0|Page is valid, no graphics -- Color: N|



compensation arrangements was $851, $355 and $593 for the fiscal years ended December 31, 2007, 2006 and
2005, respectively. There was no share-based compensation expense capitalized as inventory in 2007, 2006 or 2005.

Financial Instruments and Derivative Financial Instruments

Financial instruments, including derivative financial instruments, held by the Company include cash and cash
equivalents, accounts receivable, accounts payable, long-term debt and foreign currency forward and option contracts.
The carrying value of cash and cash equivalents, accounts receivable and accounts payable is considered to be
representative of fair value because of the short maturity of these instruments. Refer to Note 9 of the Company’s
consolidated financial statements for fair value disclosures of the Company’s fixed rate debt, foreign currency forward
and option contracts, and foreign currency swap contracts.

Common Shares Held in Treasury

The Company accounts for Common Shares held in treasury under the cost method and includes such shares
as a reduction of total shareholders’ equity.

Accounting Estimates

The preparation of financial statements in conformity with U.S. generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities,
including certain self-insured risks and liabilities, disclosure of contingent assets and liabilities at the date of the
consolidated financial statements and the reported amounts of revenues and expenses during the reporting period.
Because actual results could differ from those estimates, the Company revises its estimates and assumptions as new
information becomes available.

Net Income Per Share

Net income per share amounts for all periods are presented in accordance with SFAS No. 128, Earnings Per
Share (“SFAS 128”), which requires the presentation of basic and diluted net income per share. Basic net income
per share was computed by dividing net income by the weighted-average number of Common Shares outstanding for
each respective period. Diluted net income per share was calculated by dividing net income by the weighted-average
of all potentially dilutive Common Shares that were outstanding during the periods presented. Actual weighted-
average shares outstanding used in calculating basic and diluted net income per share were as follows:

2007 2006 2005

For the Fiscal Years Ended
December 31,

Basic weighted-average shares outstanding . . . . . . . . . . . . . . 23,132,814 22,866,015 22,709,113

Effect of dilutive securities . . . . . . . . . . . . . . . . . . . . . . . . . 415,669 195,870 65,861

Diluted weighted-average shares outstanding . . . . . . . . . . . . 23,548,483 23,061,885 22,774,974

Options not included in the computation of diluted net income per share to purchase 89,500, 599,850 and 474,250
Common Shares at an average price of $14.61, $12.17 and $13.93 per share were outstanding at December 31, 2007,
2006 and 2005, respectively. These outstanding options were not included in the computation of diluted net income per
share because their respective exercise prices were greater than the average market price of Common Shares and,
therefore, their effect would have been anti-dilutive.

As of December 31, 2007, 490,050 performance-based restricted shares were outstanding. These shares were
not included in the computation of diluted net income per share because associated performance targets were not
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achieved as of December 31, 2007. These shares may or may not become dilutive based on the Company’s ability to
meet or exceed future performance targets.

Comprehensive Income (Loss)

SFAS No. 130, Reporting Comprehensive Income, establishes standards for the reporting and display of
comprehensive income. Other comprehensive income includes foreign currency translation adjustments and gains
and losses from certain foreign currency transactions, the effective portion of gains and losses on certain hedging
activities, minimum pension liability adjustments, and unrealized gains and losses on available-for-sale marketable
securities.

The components of accumulated other comprehensive income, as reported in the statement of consolidated
shareholders’ equity as of December 31, net of tax were as follows:

Currency
Translation
Adjustments

Pension and
Postretirement

Liability
Adjustments

Unrealized
Loss (Gain) on

Marketable
Securities

Unrealized
Gain on

Derivatives

Accumulated
Other

Comprehensive
Income (Loss)

Balance, January 1, 2005 . . . . $ 7,143 $(3,488) $(69) $ — $ 3,586

Current year change . . . . . . (4,643) 396 89 — (4,158)

Balance, December 31, 2005. . 2,500 (3,092) 20 — (572)

Current year change . . . . . . 6,025 1,625 (84) — 7,566

Balance, December 31, 2006. . 8,525 (1,467) (64) — 6,994

Current year change . . . . . . 6,043 983 44 (37) 7,033

Balance, December 31, 2007. . $14,568 $ (484) $(20) $(37) $14,027
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The tax effects related to each component of other comprehensive income (loss) were as follows:

Before Tax
Amount

Benefit/
(Provision)

After-Tax
Amount

2005

Foreign currency translation adjustments . . . . . . . . . . . . . . . . . . . . $(4,643) $ — $(4,643)

Pension liability adjustments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 566 (170) 396

Unrealized loss on marketable securities . . . . . . . . . . . . . . . . . . . . . 137 (48) 89

Other comprehensive loss . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $(3,940) $(218) $(4,158)

2006

Foreign currency translation adjustments . . . . . . . . . . . . . . . . . . . . $ 6,025 $ — $ 6,025

Pension liability adjustments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,625 — 1,625

Unrealized gain on marketable securities . . . . . . . . . . . . . . . . . . . . (129) 45 (84)

Other comprehensive income . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 7,521 $ 45 $ 7,566

2007

Foreign currency translation adjustments . . . . . . . . . . . . . . . . . . . . $ 6,043 $ — $ 6,043

Pension and postretirement liability adjustments . . . . . . . . . . . . . . . 983 — 983

Unrealized loss on marketable securities . . . . . . . . . . . . . . . . . . . . . 68 (24) 44

Unrealized gain on derivatives . . . . . . . . . . . . . . . . . . . . . . . . . . . . (57) 20 (37)

Other comprehensive income . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 7,037 $ (4) $ 7,033

At December 31, 2007 and 2006, the Company was required to record a valuation allowance of $407 and
$787, respectively, which fully offset the deferred tax asset related to the accumulated pension liability adjustments.

Impairment of Assets

The Company reviews its long-lived assets and identifiable intangible assets with finite lives for impairment
whenever events or changes in circumstances indicate that the carrying amount of an asset may not be recoverable.
No significant impairment charges were recorded in 2007, 2006 or 2005. Impairment would be recognized when
events or changes in circumstances indicate that the carrying amount of the asset may not be recovered.
Measurement of the amount of impairment may be based on appraisal, market values of similar assets or estimated
discounted future cash flows resulting from the use and ultimate disposition of the asset.

Deferred Finance Costs

Deferred finance costs are being amortized over the life of the related financial instrument using the straight-
line method. The annual amortization in 2007, 2006 and 2005 was $1,318, $1,379 and $1,260, respectively.

Recently Issued Accounting Standards

New accounting standards to be implemented:

In September 2006, the FASB issued SFAS No. 157, Fair Value Measurements (“SFAS 157”), which provides
a definition of fair value, establishes a framework for measuring fair value and requires expanded disclosures about
fair value measurements. SFAS 157 is effective for financial statements issued for fiscal years beginning after
November 15, 2007 and interim periods within those years. The provisions of SFAS 157 will be applied
prospectively. Subsequently, the FASB provide for a one-year deferral of the effective date for nonfinancial assets and
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liabilities that are recognized or disclosed at fair value on a nonrecurring basis. The adoption of SFAS 157 did not
have a significant impact on the Company’s financial position, results of operations or cash flows.

In December 2007, the FASB issued SFAS No. 141(R), Business Combinations (“SFAS 141(R)”). This
standard improves reporting by creating greater consistency in the accounting and financial reporting of business
combinations. Additionally, SFAS 141(R) requires the acquiring entity in a business combination to recognize all
(and only) the assets acquired and liabilities assumed in the transaction; establishes the acquisition-date fair value as
the measurement objective for all assets acquired and liabilities assumed; and requires the acquirer to disclose to
investors and other users all of the information they need to evaluate and understand the nature and financial effect
of the business combination. SFAS 141(R) is effective for financial statements issued for fiscal years beginning after
December 15, 2008. Early adoption of this standard is prohibited. In the absence of any planned future business
combinations, Management does not currently expect SFAS 141(R) to have a material impact on the Company’s
financial condition or results of operations.

In December 2007, the FASB issued SFAS No. 160, Noncontrolling Interests in Consolidated Financial
Statements (“SFAS 160”). This standard improves the relevance, comparability and transparency of financial
information provided to investors by requiring all entities to report noncontrolling (minority) interests in
subsidiaries in the same way. Additionally, SFAS 160 eliminates the diversity that currently exists in accounting for
transactions between an entity and noncontrolling interests by requiring they be treated as equity transactions.
SFAS 160 is effective for financial statements issued for fiscal years beginning after December 15, 2008. Early
adoption of this standard is prohibited. In the absence of any noncontrolling (minority) interests, management does
not currently expect SFAS 160 to have a material impact on the Company’s financial condition or results of
operations.

New accounting standards implemented:

In June 2006, the FASB issued interpretation No. 48, Accounting for Uncertainty in Income Taxes — An
Interpretation of FASB Statement No. 109 (“FIN 48”). FIN 48 clarifies the accounting for uncertainty in income
taxes recognized in an enterprise’s financial statements in accordance with SFAS No. 109, Accounting for Income
Taxes. This interpretation prescribes a recognition threshold and measurement attribute for the financial statement
recognition and measurement of a tax position taken or expected to be taken in a tax return. This interpretation
also provides guidance on derecognition, classification, interest and penalties, accounting in interim periods,
disclosure, and transition. The Company adopted the provisions of FIN 48 as of January 1, 2007. The adoption of
FIN 48 did not have a material impact on the Company’s financial statements.

In September 2006, the Securities and Exchange Commission (“SEC”) issued Staff Accounting Bulletin
(“SAB”) No. 108, Considering the Effects of Prior Year Misstatements when Quantifying Misstatements in Current
Year Financial Statements (“SAB 108”), which expresses the SEC’s views regarding the process of quantifying
financial statement misstatements. Registrants are required to quantify the impact of correcting all misstatements,
including both the carryover and reversing effects of prior year misstatements, on the current year financial
statements. The financial statements would require adjustment when either approach results in quantifying a
misstatement that is material, after considering all relevant quantitative and qualitative factors. SAB 108 was effective
for the first quarter of 2007. The adoption of SAB 108 did not have an impact on the Company’s consolidated
financial statements.

In May 2007, the FASB issued FASB Staff Position (“FSP”), Definition of Settlement in FASB Interpretation
No. 48 (“FSP FIN 48-1”). FSP FIN 48-1 provides guidance on determining whether a tax position is effectively
settled for the purpose of recognizing previously unrecognized tax benefits. FSP FIN 48-1 is effective retroactively
to January 1, 2007. The implementation of this standard did not have a material impact on the Company’s
consolidated financial position or results of operations.
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In February 2007, the FASB issued SFAS No. 159, The Fair Value Option for Financial Assets and Financial
Liabilities — Including an Amendment of FASB Statement No. 115 (“SFAS 159”). SFAS 159 permits entities to
choose, at specified election dates, to measure eligible items at fair value (the “Fair Value Option”). Unrealized
gains and losses on items for which the Fair Value Option has been elected are reported in earnings. The Fair Value
Option is applied instrument by instrument (with certain exceptions), is irrevocable (unless a new election date
occurs) and is applied only to an entire instrument. The effect of the first remeasurement to fair value is reported as
a cumulative-effect adjustment to the opening balance of retained earnings. SFAS 159 is effective for the first
quarter of 2008. The Company did not elect to use the Fair Value Option for any financial assets and financial
liabilities that were not currently recorded at fair value.

Reclassifications

Certain prior period amounts have been reclassified to conform to their 2007 presentation in the consolidated
financial statements.

3. Investments

PST Eletrônica S.A.

The Company has a 50% interest in PST Eletrônica S.A. (“PST”), a Brazilian electronic system provider focused
on security and convenience applications primarily for the vehicle and motorcycle industry. The investment is accounted
for under the equity method of accounting. The Company’s investment in PST was $29,663 and $21,616 at
December 31, 2007 and 2006, respectively. During 2006, the Company received a payment of past due interest of
$2.4 million from PST related to a note receivable that was paid in 2004.

Condensed financial information for PST is as follows:

2007 2006

December 31,

Cash and cash equivalents . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 7,124 $ 4,785

Accounts receivable, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12,306 11,609

Inventories, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 20,114 10,602

Property, plant and equipment, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16,865 9,868

Other assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,331 3,191

Total Assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $61,740 $40,055

Current liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $25,569 $15,854

Long-term liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,957 2,791

Equity of:

Stoneridge . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16,107 10,705

Others . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16,107 10,705

Total Liabilities and Equity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $61,740 $40,055

The difference between the Company’s carrying amount of its investment in PST and the Company’s
underlying equity in the net assets of PST is primarily due to a net goodwill balance of $11,296 at December 31,
2007.
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2007 2006 2005

For the Fiscal Years Ended
December 31,

Net sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $133,039 $94,097 $70,819

Cost of goods sold. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 61,575 $47,451 $38,700

Total pretax income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 25,152 $17,939 $10,956

The Company’s share of pretax income . . . . . . . . . . . . . . . . . . . . . . $ 12,576 $ 8,970 $ 5,478

Equity in earnings of PST included in the consolidated statements of operations were $10,351, $6,771 and
$3,976 for the fiscal years ended December 31, 2007, 2006 and 2005, respectively. During 2007 and 2006, PST
declared dividends payable to its joint venture partners, which included the Company. The Company received
dividend payments from PST of $5,594 and $3,707 in 2007 and 2006, respectively, which decreased the Company’s
investment in PST.

Minda Stoneridge Instruments Ltd.

The Company has a 49% interest in Minda Stoneridge Instruments Ltd. (“Minda”), a company based in India
that manufactures electronics and instrumentation equipment for the motorcycle and commercial vehicle market.
The investment is accounted for under the equity method of accounting. The Company’s investment in Minda was
$4,547 and $3,796 at December 31, 2007 and 2006, respectively. Equity in earnings of Minda included in the
consolidated statements of operations were $542, $354 and $76, for the fiscal years ended December 31, 2007,
2006 and 2005, respectively. The Company increased its ownership in Minda from 20% to 49% in 2006.

4. Long-Term Debt

Senior Notes

The Company had $200.0 million of senior notes outstanding at December 31, 2007 and 2006, respectively.
The $200.0 million senior notes bear interest at an annual rate of 11.50% and mature on May 1, 2012. The senior
notes are redeemable, at the Company’s option, at 105.750 until April 30, 2008. On May 1, 2008, the senior notes
will be redeemable at 103.833. The senior notes will remain redeemable at various levels until the maturity date.
Interest is payable on May 1 and November 1 of each year. On July 1, 2002, the Company completed an exchange
offer of the senior notes for substantially identical notes registered under the Securities Act of 1933.

Credit Facility

On November 2, 2007, the Company entered into an asset-based credit facility, which permits borrowing up
to a maximum level of $100.0 million. At December 31, 2007, there were no borrowings on this asset-based credit
facility. The available borrowing capacity on this credit facility is based on eligible current assets, as defined. At
December 31, 2007, the Company had borrowing capacity of $73.5 million based on eligible current assets. The
asset-based credit facility does not contain financial performance covenants; however, restrictions include limits on
capital expenditures, operating leases and dividends. The asset-based credit facility expires on November 1, 2011,
and requires a commitment fee of 0.25% on the unused balance. Interest is payable quarterly at either (i) the
higher of the prime rate or the Federal Funds rate plus 0.50%, plus a margin of 0.00% to 0.25% or (ii) LIBOR
plus a margin of 1.00% to 1.75%, depending upon the Company’s undrawn availability, as defined. The Company
was in compliance with all covenants at December 31, 2007.
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5. Income Taxes

The provision for income taxes on income included in the accompanying consolidated financial statements
represents federal, state and foreign income taxes. The components of income before income taxes and the provision
for income taxes consist of the following:

2007 2006 2005

For the Fiscal Years Ended
December 31,

Income (loss) before income taxes:

Domestic . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 9,186 $ 6,581 $ 4,441

Foreign. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14,038 13,058 (5)

Total income before income taxes . . . . . . . . . . . . . . . . . . . . . $23,224 $19,639 $ 4,436

Provision (benefit) for income taxes:

Current:

Federal . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (55) $ (807) $ 291

State and foreign . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,785 3,176 2,397

Total current provision . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,730 2,369 2,688

Deferred:

Federal . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,450 2,175 (1,368)

State and foreign . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 373 582 2,183

Total deferred provision . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,823 2,757 815

Total provision for income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 6,553 $ 5,126 $ 3,503

A reconciliation of the Company’s effective income tax rate to the statutory federal tax rate is as follows:

2007 2006 2005

For the Fiscal Years Ended
December 31,

Statutory U.S. federal income tax rate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 35.0% 35.0% 35.0%

State income taxes, net of federal tax benefit . . . . . . . . . . . . . . . . . . . . . . . . . (1.0) 0.8 (7.0)

Tax credits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (4.0) (5.6) (24.6)

Tax benefit for export sales. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — (1.4) (9.5)

Foreign rate differential . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (10.9) (8.9) (23.0)

Increase of income tax accruals . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (2.4) (4.5) (10.3)

Foreign deemed dividends, net of foreign tax credits . . . . . . . . . . . . . . . . . . . . 1.8 4.5 17.9

Reduction (increase) of deferred taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.3 — (22.6)

Foreign valuation allowances . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.4 4.1 120.3

Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.0 2.1 2.8

Effective income tax rate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 28.2% 26.1% 79.0%

The effective tax rate for 2007 increased slightly due primarily to the increase in higher taxed domestic
earnings and the increase over the prior year of the valuation allowance recorded against the deferred tax assets in
the United Kingdom. These increases were partially offset by a deferred tax benefit related to a change in state tax
law.
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Unremitted earnings of foreign subsidiaries were $22,451, $16,703 and $11,200 as of December 31, 2007,
2006 and 2005, respectively. Because these earnings have been indefinitely reinvested in foreign operations, no
provision has been made for U.S. income taxes. It is impracticable to determine the amount of unrecognized
deferred taxes with respect to these earnings; however, foreign tax credits may be available to reduce U.S. income
taxes in the event of a distribution.

Significant components of the Company’s deferred tax assets and (liabilities) as of December 31, 2007 and
2006 are as follows:

2007 2006

Deferred tax assets:

Inventories . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 2,028 $ 2,002

Employee benefits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,942 2,353

Insurance . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,029 1,314

Depreciation and amortization . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 28,244 36,326

Net operating loss carryforwards . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17,430 19,025

General business credit carryforwards . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,670 8,273

Reserves not currently deductible . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,814 6,896

Gross deferred tax assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 66,157 76,189

Less: Valuation allowance . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (16,020) (17,380)

Deferred tax assets less valuation allowance . . . . . . . . . . . . . . . . . . . . . . . . . . . 50,137 58,809

Deferred tax liabilities:

Depreciation and amortization . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (5,404) (10,454)

Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (8,541) (3,944)

Gross deferred tax liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (13,945) (14,398)

Net deferred tax asset . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 36,192 $ 44,411

The valuation allowance represents the amount of tax benefit related to foreign net operating losses and other
deferred tax assets as well as state deferred tax assets, which management believes are not likely to be realized.

The Company has deferred tax assets for net operating loss carryforwards of $6,346 net of a valuation
allowance of $11,084. The net operating losses relate to U.S. federal, state and foreign tax jurisdictions. The U.S. net
operating losses expire beginning in 2023 through 2026, the state net operating losses expire at various times and
the foreign net operating losses have indefinite expiration dates. The Company has a deferred tax asset for general
business credit carryforwards of $5,370 net of a valuation allowance of $1,300. The U.S. federal general business
credit carryforwards expire beginning in 2021 through 2027 and the state tax credits expire at various times.

The Company recognized a provision for income taxes of $6,553, or 28.2% of pre-tax income, and $5,126, or
26.1% of pre-tax income, for federal, state and foreign income taxes for the fiscal years ended December 31, 2007
and 2006, respectively. The increase in the effective tax rate was primarily attributable to the increase in higher
taxed domestic earnings and the increase over the prior year of the valuation allowance recorded against the deferred
tax assets in the United Kingdom. These increases were partially offset by a deferred tax benefit related to a change
in state tax law.
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FIN 48, Accounting for Uncertainty in Income Taxes — An Interpretation of FASB Statement No. 109

In June 2006, the FASB issued FIN 48. FIN 48 clarifies the accounting for uncertainty in income taxes
recognized in an enterprise’s financial statements in accordance with SFAS No. 109, Accounting for Income Taxes.
This interpretation prescribes a recognition threshold and measurement attribute for the financial statement
recognition and measurement of a tax position taken or expected to be taken in a tax return. This interpretation
also provides guidance on derecognition, classification, interest and penalties, accounting in interim periods,
disclosure, and transition. The Company adopted the provisions of FIN 48 as of the January 1, 2007. The adoption
of FIN 48 did not have a material impact on the Company’s financial statements.

The following is a reconciliation of the Company’s total gross unrecognized tax benefits, from adoption, to
December 31, 2007:

2007

Balance at January 1, 2007. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $4,731

Tax positions related to the current year:

Additions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 357

Reductions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . —

Tax positions related to the prior years:

Additions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 272

Reductions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (655)

Settlements . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . —

Expiration of statutes of limitation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (87)

Balance at December 31, 2007 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $4,618

The liability for uncertain tax benefits is classified as a non-current liability unless it is expected to be paid
within one year. At December 31, 2007 the Company has classified $1,437 as a current liability and $3,181 as a
reduction to non-current deferred income tax assets. Through a combination of anticipated state audit settlements
and the expiration of certain statutes of limitation, the amount of unrecognized tax benefits could decrease by
approximately $800 within the next 12 months. Management is currently unaware of issues under review that could
result in a significant change or a material deviation in this estimate.

If the Company’s tax positions are sustained by the taxing authorities in favor of the Company, approximately
$4,410 would affect the Company’s effective tax rate.

Consistent with historical financial reporting, the Company has elected to classify interest expense and, if
applicable, penalties which could be assessed related to unrecognized tax benefits as a component of income tax
expense. For the fiscal years ended December 31, 2007 and 2006, the Company recognized approximately $(149)
and $(347) of gross interest and penalties, respectively. The Company has accrued approximately $672 and $821
for the payment of interest and penalties at December 31, 2007 and December 31, 2006, respectively.

The Company conducts business globally and, as a result, files income tax returns in the U.S. federal
jurisdiction and various state and foreign jurisdictions. In the normal course of business the Company is subject to

50

STONERIDGE, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)
(in thousands, except share and per share data, unless otherwise indicated)

%%TRANSMSG*** Transmitting Job: L30036 PCN: 051000000 ***%%PCMSG|50     |00012|Yes|No|03/14/2008 18:22|0|0|Page is valid, no graphics -- Color: N|



examination by taxing authorities throughout the world. The following table summarizes the open tax years for each
important jurisdiction:

Jurisdiction Open Tax Years

U.S. Federal. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2004-2007

France . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2003-2007

Mexico . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2002-2007

Spain . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2003-2007

Sweden . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2002-2007

United Kingdom . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2003-2007

During the third quarter of 2007 the IRS commenced an examination of the Company’s 2005 federal income
tax return. It is anticipated that this examination should be completed during the second half of 2008. The
Company is also under examination for income and non-income tax filings in various state and foreign jurisdictions
that should be completed at various times throughout 2008.

6. Operating Lease Commitments

The Company leases equipment, vehicles and buildings from third parties under operating lease agreements.

The estate of the late D.M. Draime, former Chairman of the Board of Directors, is a 50% owner of Hunters
Square, Inc. (“HSI”), an Ohio corporation, which owns Hunters Square, an office complex and shopping mall
located in Warren, Ohio. The Company leases office space in Hunters Square. The Company pays all maintenance,
tax and insurance costs related to the operation of the office. Lease payments made by the Company to HSI were
$342, $342 and $342 in 2007, 2006 and 2005, respectively. The lease terminates in December 2009. The
Company believes the terms of the lease are no less favorable to it than would be the terms of a third-party lease.

For the years ended December 31, 2007, 2006 and 2005, lease expense totaled $7,114, $6,691 and $6,495,
including related party lease expense of $342 for each respective year.

Future minimum operating lease commitments at December 31, 2007 are as follows:

Third
Party

Related
Party

2008 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 5,289 $342

2009 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,148 342

2010 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,338 —

2011 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,626 —

2012 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,605 —

Thereafter . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,082 —

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $21,088 $684

7. Share-Based Compensation Plans

In October 1997, the Company adopted a Long-Term Incentive Plan (“Incentive Plan”). The Company
reserved 2,500,000 Common Shares for issuance to officers and other key employees under the Incentive Plan.
Under the Incentive Plan, as of December 31, 2007, the Company granted cumulative options to purchase
1,594,500 Common Shares to management with exercise prices equal to the fair market value of the Company’s
Common Shares on the date of grant. The options issued cliff-vest from one to five years after the date of grant and
have a contractual life of 10 years. In addition, the Company has also issued 1,553,125 restricted Common Shares
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under the Incentive Plan, of which 814,250 are time-based with either graded or cliff vesting using the straight-line
method while the remaining 738,875 restricted Common Shares are performance-based. Restricted Common Shares
awarded under the Incentive Plan entitle the shareholder to all the rights of Common Share ownership except that
the shares may not be sold, transferred, pledged, exchanged, or otherwise disposed of during the vesting period. The
Incentive Plan expired on June 30, 2007.

In April 2006, the Company’s shareholders approved the Amended and Restated Long-Term Incentive Plan
(the “2006 Plan”). Common Shares reserved and available for awards under the 2006 Plan is 1,500,000 pursuant
to which the maximum number of Common Shares which may be issued subject to Incentive Stock Options is
500,000. Under the 2006 Plan, as of December 31, 2007, the Company has not granted any Common Shares
awards.

In 2005, pursuant to the Incentive Plan, the Company granted time-based restricted Common Share awards
and performance-based restricted Common Share awards. The time-based restricted Common Share awards vest over
a one to four year period in equal increments on the first, second, third and fourth grant-date anniversaries.
Approximately one-half of the performance-based restricted Common Share awards vest and are no longer subject to
forfeiture upon the recipient remaining an employee of the Company for three years from date of grant and upon
achieving certain net income per share targets established by the Company. The remaining one-half of the
performance-based restricted Common Share awards also vest and are no longer subject to forfeiture upon the
recipient remaining an employee for three years from date of grant and upon the Company attaining certain targets
of performance measured against a peer group’s performance in terms of total return to shareholders. The actual
number of restricted Common Shares to ultimately vest will depend on the Company’s level of achievement of the
targeted performance measures and the employees’ attainment of the defined service requirements.

In 2006, pursuant to the Incentive Plan, the Company granted time-based restricted shares and performance-
based restricted shares. Certain time-based restricted Common Share awards cliff-vest three years after the grant
date. Other time-based restricted Common Share awards are subject to graded vesting using the straight-line method
over a three or four year period. The performance-based restricted Common Share awards vest and are no longer
subject to forfeiture upon the recipient remaining an employee of the Company for three years from date of grant
and upon achieving certain net income per share targets established by the Company.

In 2007, pursuant to the Incentive Plan, the Company granted time-based restricted shares and performance-
based restricted shares. The time-based restricted Common Share awards cliff-vest three years after the grant date.
The performance-based restricted Common Share awards vest and are no longer subject to forfeiture upon the
recipient remaining an employee of the Company for three years from date of grant and upon achieving certain net
income per share targets established by the Company.

In April 2005, the Company adopted the Directors’ Restricted Shares Plan (“Director Share Plan”). The
Company reserved 300,000 Common Shares for issuance under the Director Share Plan. Under the Director Share
Plan, the Company has cumulatively issued 130,700 restricted Common Shares. Shares issued under the Director
Share Plan during 2006 will cliff-vested after a period of 13 months. Shares issued under the Director Share Plan
during 2007 will cliff vest one year after the grant date.
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Options

A summary of option activity under the plans noted above as of December 31, 2007, and changes during the
fiscal years ended are presented below:

Share
Options

Weighted-
Average
Exercise
Price

Weighted-
Average

Remaining
Contractual

Term

Outstanding at December 31, 2006 . . . . . . . . . . . . . . . . . . . . . . . 623,000 $11.89

Expired . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (170,750) 16.98

Exercised . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (163,500) 8.92

Outstanding and Exercisable at December 31, 2007 . . . . . . . . . . . . 288,750 10.57 4.48

There were no options granted during the fiscal years ended December 31, 2007, 2006 and 2005 and all
outstanding options have vested.

The intrinsic value of options outstanding and exercisable is the difference between the fair market value of the
Company’s Common Shares on the applicable date (“Measurement Value”) and the exercise price of those options
that had an exercise price that was less than the Measurement Value. The intrinsic value of options exercised is the
difference between the fair market value of the Company’s Common Shares on the date of exercise and the exercise
price. The total intrinsic value of options exercised during the fiscal years ended December 31, 2007, 2006 and
2005 was $482, $176 and $42, respectively.

As of December 31, 2007 and 2006, the aggregate intrinsic value of both outstanding and exercisable options
was $62 and $115, respectively. The total fair value of options that vested during the fiscal years ended December 31,
2005 was $1,465. Prior to 2006, all outstanding option grants had vested, and therefore, the number of exercisable
and outstanding options is equal.

Restricted Shares

The fair value of the non-vested time-based restricted Common Share awards was calculated using the market
value of the shares on the date of issuance. The weighted-average grant-date fair value of time-based restricted
Common Shares granted during the fiscal years ended December 31, 2007, 2006 and 2005 was $12.00, $7.79 and
$10.23, respectively.

The fair value of the non-vested performance-based restricted Common Share awards with a performance
condition, requiring the Company to obtain certain net income per share targets, was calculated using the market
value of the shares on the date of issuance. The fair value of the non-vested performance-based restricted Common
Share awards with a market condition, which measures the Company’s performance against a peer group’s
performance in terms of total return to shareholders, was estimated at the date of issuance using valuation techniques
incorporating the Company’s historical total return to shareholders in comparison to its peers to determine the
expected outcomes related to these awards.
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A summary of the status of the Company’s non-vested restricted Common Shares as of December 31, 2007
and the changes during the fiscal year then ended, are presented below:

Non-vested Restricted Common Shares Shares

Weighted-
Average

Grant-Date
Fair Value Shares

Weighted-
Average

Grant-Date
Fair Value

Time-Based Awards
Performance-Based

Awards

Non-vested at December 31, 2006 . . . . . . . . . . . . . . 468,392 $ 8.47 396,825 $ 8.34

Granted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 234,700 12.00 212,850 12.03

Vested . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (138,402) 9.12 — —

Forfeited . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (60,866) 9.91 (119,625) 9.01

Non-vested at December 31, 2007 . . . . . . . . . . . . . . 503,824 9.76 490,050 9.78

As of December 31, 2007, total unrecognized compensation cost related to non-vested time-based restricted
Common Share awards granted was $2,377. That cost is expected to be recognized over a weighted-average period
of 1.47 years. For the fiscal years ended December 31, 2007, 2006 and 2005, the total fair value of time-based
restricted Common Share awards vested was $1,541, $1,064 and $460, respectively.

As of December 31, 2007, total unrecognized compensation cost related to non-vested performance-based
restricted Common Share awards granted was $810. That cost is expected to be recognized over a weighted-average
period of 1.58 years. As noted above, the Company has issued and outstanding performance-based restricted
Commons Share awards that use different performance targets. The awards that use net income per share as the
performance target will not be expensed until it is probable that the Company will meet the underlying performance
condition. However, the awards that measure performance against a peer group are expensed even if the market
condition is not met. No performance-based restricted Common Share awards have vested as of December 31, 2007.

Cash received from option exercises under all share-based payment arrangements for the fiscal years ended
December 31, 2007, 2006 and 2005 was $1,409, $301 and $66, respectively. The actual tax benefit realized for the
tax deductions from the vesting of restricted Common Shares and option exercises of the share-based payment
arrangements totaled $360, $176 and $220 for the fiscal years ended December 31, 2007, 2006 and 2005,
respectively.

8. Employee Benefit Plans

The Company has certain defined contribution profit sharing and 401(k) plans covering substantially all of its
employees in the US and United Kingdom. Company contributions are generally discretionary; however, a portion
of these contributions is based upon a percentage of employee compensation, as defined in the plans. The
Company’s policy is to fund all benefit costs accrued. For the fiscal years ended December 31, 2007, 2006 and
2005, expenses related to these plans amounted to $3,800, $3,556 and $3,828, respectively.

The Company has a single defined benefit pension plan that covers certain employees in the United Kingdom
and a single postretirement benefit plan that covers certain employees in the U.S. As of December 31, 2003,
employees covered under the United Kingdom defined benefit pension plan no longer accrue benefits related to
future service and wage increases. In September 2006, the Board of Directors approved a proposal to discontinue life
insurance benefits for all active and retired employees under the Company’s U.S. postretirement benefit plan
effective September 30, 2006. The discontinuance of these benefits was accounted for as a plan settlement, resulting
in a one-time non-cash gain of approximately $1,242. The remaining healthcare portion of the postretirement
benefit plan is contributory, with the Company and plan participants sharing the cost of the plan.
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The following table sets forth the benefit obligation, fair value of plan assets, and the funded status of the
Company’s plans; amounts recognized in the Company’s financial statements; and the principal weighted average
assumptions used:

2007 2006 2007 2006

Pension
Benefit Plan

Postretirement
Benefit Plan

Change in projected benefit obligation:

Projected benefit obligation at beginning of year . . . . . . . . . . . . . . . $22,681 $19,988 $ 508 $1,702

Service cost . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 140 92 — 40

Interest cost . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,180 994 25 67

Actuarial gain . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1,281) (515) (33) (239)

Benefits paid. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (820) (663) (53) (80)

Settlement . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — — — (982)

Translation adjustments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 401 2,785 — —

Projected benefit obligation at end of year . . . . . . . . . . . . . . . . . . . . $22,301 $22,681 $ 447 $ 508

Change in plan assets:

Fair value of plan assets at beginning of year . . . . . . . . . . . . . . . . . . $20,056 $15,898 $ — $ —

Actual return on plan assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,100 2,209 — —

Employer contributions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 260 276 53 387

Benefits paid. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (820) (663) (53) (80)

Settlement . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — — — (307)

Translation adjustments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 350 2,336 — —

Fair value of plan assets at end of year. . . . . . . . . . . . . . . . . . . . . . . $20,946 $20,056 $ — $ —

Accumulated benefit obligation at end of year . . . . . . . . . . . . . . . . . . . $22,301 $22,681 $ 447 $ 508

Funded status at end of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1,355) (2,625) (447) (508)

Amounts recognized in the consolidated balance

sheet consist of:

Accrued liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1,355) (2,625) (447) (508)

At December 31, 2007 and 2006, long-term liabilities of $1,748 and $3,075 related to the defined benefit
plan and postretirement benefit plan were recognized in the accompanying consolidated balance sheets as
components of other liabilities. In addition, a current liability related to the other postretirement benefit plan of $54
and $58 was recognized as a component of accrued expenses and other on the consolidated balance sheets at
December 31, 2007 and 2006, respectively.
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2007 2006 2007 2006

Pension
Benefit Plan

Postretirement
Benefit Plan

Weighted average assumptions used to determine benefit
obligation at December 31:

Discount rate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.80% 5.15% 5.88% 5.80%

Rate of increase to compensation levels . . . . . . . . . . . . . . N/A N/A N/A N/A

Rate of increase to pensions in payment. . . . . . . . . . . . . . 3.30% 3.00% N/A N/A

Rate of future price inflation . . . . . . . . . . . . . . . . . . . . . . 3.20% 2.90% N/A N/A

Initial health care cost trend rate . . . . . . . . . . . . . . . . . . . N/A N/A 10.00% 11.00%

Ultimate health care cost trend rate . . . . . . . . . . . . . . . . . N/A N/A 6.00% 6.00%

Year that the ultimate trend rate is reached . . . . . . . . . . . N/A N/A 2015 2011

Measurement date . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12/31/07 12/31/06 12/31/07 12/31/06

Weighted average assumptions used to

determine net periodic benefit cost for the

years ended December 31:

Discount rate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.15% 4.75% 5.80% 5.50%

Expected long-term return on plan assets . . . . . . . . . . . . . 7.00% 6.40% N/A N/A

Rate of increase to compensation levels . . . . . . . . . . . . . . N/A N/A N/A 2.50%

Rate of increase to pensions in payment. . . . . . . . . . . . . . 3.00% 3.00% N/A N/A

Rate of future price inflation . . . . . . . . . . . . . . . . . . . . . . 2.90% 2.75% N/A N/A

Initial health care cost trend rate . . . . . . . . . . . . . . . . . . . N/A N/A 10.00% 11.00%

Ultimate health care cost trend rate . . . . . . . . . . . . . . . . . N/A N/A 6.00% 6.00%

Year that the ultimate trend rate is reached . . . . . . . . . . . N/A N/A 2015 2011

Measurement date . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12/31/07 12/31/06 12/31/06 12/31/05

In the fiscal year ended December 31, 2006, the Company adopted the provisions of SFAS No. 158,
Employers’ Accounting for Defined Benefit Pension and Other Postretirement Plans — an amendment of FASB
Statements No. 87, 88, 106, and 132(R) (“SFAS 158”). Prior to the adoption of SFAS 158, the Company’s
accumulated benefit obligations and projected benefit obligations were equal, therefore upon adoption, there was no
significant impact on the Company’s consolidated statement of financial position as of December 31, 2007. In
addition, the provisions of SFAS 158 require the Company to disclose costs recognized in other comprehensive
income for the period pursuant and the amortization amounts to be recognized in the next fiscal year, which are
shown in the following tables:

Pension
Benefit Plan

2007

Postretirement
Benefit Plan

2007

Other changes in plan assets and benefit obligations recognized in other
comprehensive income:

Net actuarial (gain) loss . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $(1,120) $28

Amortization of actuarial loss . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (80) —

Total recognized in other comprehensive income . . . . . . . . . . . . . . . . . . $(1,200) $28

Total recognized in net periodic pension cost and other comprehensive
income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $(1,220) $53
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No net amortization on actuarial gains or losses will be recognized in the next fiscal year.

The Company’s expected long-term return on plan assets assumption is based on a periodic review and
modeling of the plan’s asset allocation and liability structure over a long-term horizon. Expectations of returns for
each asset class are the most important of the assumptions used in the review and modeling and are based on
comprehensive reviews of historical data and economic / financial market theory. The expected long-term rate of
return on assets was selected from within the reasonable range of rates determined by (a) historical real returns, net
of inflation, for the asset classes covered by the investment policy, and (b) projections of inflation over the long-
term period during which benefits are payable to plan participants.

Components of net periodic pension and postretirement (benefit) cost are as follows:

2007 2006 2005 2007 2006 2005

For the Fiscal Years
Ended December 31,

For the Fiscal Years
Ended December 31,

Pension Benefit Plan Postretirement Benefit Plan

Service cost . . . . . . . . . . . . . . . . . . . . . . . $ 140 $ 92 $ 73 $— $ 40 $114

Interest cost . . . . . . . . . . . . . . . . . . . . . . . 1,180 994 981 25 67 112

Settlement gain . . . . . . . . . . . . . . . . . . . . — — — — (1,242) —

Expected return on plan assets . . . . . . . . . . (1,420) (1,086) (999) — — —

Amortization of actuarial loss (gain) . . . . . 80 258 291 — (17) —

Net periodic (benefit) cost . . . . . . . . . . $ (20) $ 258 $ 346 $25 $(1,152) $226

A 1.0% change in assumed healthcare cost trend rates would not significantly impact the Company’s amounts
reported for postretirement health benefits.

The Company’s defined benefit pension plan fair value weighted-average asset allocations at December 31 by
asset category are as follows:

2007 2006

Asset Category:

Equity securities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 74% 81%

Debt securities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 25 18

Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 1

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 100% 100%

The Company’s target asset allocation, with a permitted range of P 7.50%, as of December 31, 2007, by asset
category, is as follows:

Asset Category:

Equity securities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 75%

Debt securities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 25%

The Company’s investment policy for the defined benefit pension plan includes various guidelines and
procedures designed to ensure assets are invested in a manner necessary to meet expected future benefits earned by
participants. The investment guidelines consider a broad range of economic conditions. Central to the policy are
target allocation ranges (shown above) by major asset categories. The objectives of the target allocations are to
maintain investment portfolios that diversify risk through prudent asset allocation parameters, achieve asset returns
that meet or exceed the plans’ actuarial assumptions, and achieve asset returns that are competitive with like
institutions employing similar investment strategies. The Company and a designated third-party fiduciary
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periodically review the investment policy. The policy is established and administered in a manner so as to comply at
all times with applicable government regulations.

The Company expects to contribute $259 to its defined benefit pension plan in 2008. The following pension
and postretirement benefit payments are expected to be paid:

Pension
Benefit Plan

Postretirement
Benefit Plan

2008 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 757 $ 54
2009 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 817 54
2010 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 857 53
2011 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 897 51
2012 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 937 49
2013 to 2017 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,281 198

9. Fair Value of Financial Instruments

Financial Instruments

A financial instrument is cash or a contract that imposes an obligation to deliver, or conveys a right to receive cash
or another financial instrument. The carrying values of cash and cash equivalents, accounts receivable and accounts
payable are considered to be representative of fair value because of the short maturity of these instruments. The estimated
fair value of the Company’s senior notes (fixed rate debt) at December 31, 2007 and 2006, per quoted market sources,
was $199.2 million and $206.0 million, respectively. On both dates, the carrying value was $200.0 million.

Derivative Instruments and Hedging Activities

We make use of derivative instruments in foreign exchange and commodity price hedging programs. Derivatives
currently in use are foreign currency forward and option contracts and commodity swaps. These contracts are used
strictly for hedging and not for speculative purposes. Management believes that its use of these instruments to reduce
risk is in the Company’s best interest.

The Company conducts business internationally and therefore is exposed to foreign currency exchange risk.
The Company uses derivative financial instruments, including foreign currency forward contracts, to mitigate its
exposure to fluctuations in foreign currency exchange rates by reducing the effect of such fluctuations on foreign
currency denominated intercompany transactions and other foreign currency exposures. The principal currencies
hedged by the Company include the British pound and Mexican peso. In certain instances, the foreign currency
forward contracts are marked to market, with gains and losses recognized in the Company’s consolidated statement
of operations as a component of other (income) loss, net. The Company’s foreign currency forward and option
contracts substantially offset gains and losses on the underlying foreign currency denominated transactions. In
addition, the Company’s contracts intended to reduce exposure to the Mexican peso were executed to hedge
forecasted transactions, and therefore the contracts are accounted for as cash flow hedges. The effective portion of
the unrealized gain or loss is deferred and reported in the Company’s consolidated balance sheets as a component of
accumulated other comprehensive income. The Company’s expectation is that the cash flow hedges will be highly
effective in the future. The effectiveness of the transactions will be measured on an ongoing basis using the
hypothetical operative method.

The Company’s foreign currency forward contracts have a notional value of $8,551 and $16,147 at December 31,
2007 and 2006, respectively. The purpose of these investments is to reduce exposure related to the Company’s British
pound- denominated receivables. The estimated fair value of these contracts at December 31, 2007 and 2006, per
quoted market sources, was approximately $(28) and $(502), respectively. In 2007, the Company used foreign
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currency option contracts to reduce the risk of exposures to the Mexican peso. The Company’s foreign currency option
contracts expired as of December 31, 2007.

To mitigate the risk of future price volatility and, consequently, fluctuations in gross margins, the Company
has entered into fixed price commodity swaps with a bank to fix the cost of copper purchases. We entered into fixed
price swap contracts for 480 and 420 metric tonnes of copper in December 2006 and January 2007, respectively.
These contracts fixed the cost of copper purchases in 2007 and expired on December 31, 2007. In December 2007,
we entered into another fixed price swap contract for 1.0 million pounds of copper, which will last through 2008.
Because these contracts were executed to hedge forecasted transactions, the contracts are accounted for as cash flow
hedges. The unrealized gain or loss for the effective portion of the hedge is deferred and reported in the Company’s
consolidated balance sheets as a component of accumulated other comprehensive income. The Company deems these
cash flow hedges to be highly effective. The effectiveness of the transactions has been and will be measured on an
ongoing basis using regression analysis. As of December 31, 2007, the fair value of the fixed price commodity swap
contract, per quoted market sources, was approximately $57.

10. Commitments and Contingencies

In the ordinary course of business, the Company is involved in various legal proceedings, workers’ compensa-
tion and product liability disputes. The Company is of the opinion that the ultimate resolution of these matters will
not have a material adverse effect on the results of operations, cash flows or the financial position of the Company.

11. Related Party Transactions

Relationship with Counsel. Avery Cohen, a director and Secretary of the Company, is a partner in Baker &
Hostetler LLP, a law firm, which has served as general outside counsel for the Company since 1993. The Company
paid $1,193, $1,081 and $1,193 in legal fees to Baker & Hostetler, LLP for the fiscal years ended December 31,
2007, 2006 and 2005, respectively.

Hunters Square. See Note 6 to the Company’s consolidated financial statements for information on the
Company’s related party transactions involving operating leases.

Industrial Development Associates LP (“IDA”). The Company owned a 30% interest in Industrial Develop-
ment Associates Limited Partnership, a Maryland limited partnership (“IDA”). In addition, Earl L. Linehan, a
member of Stoneridge’s Board of Directors owns an interest in IDA and the estate of D.M. Draime (D.M. Draime
was Chairman of the Board of Directors until his death in July 2006) owned an interest in IDA. IDA is a real
estate development company of certain commercial properties in Mebane, North Carolina. Stoneridge previously
leased a facility from IDA.

On December 29, 2006, the Company entered into a Partnership Interest Purchase Agreement (the “Purchase
Agreement”) with Heritage Real Estate Fund V, LLC, a Maryland limited liability company (“Heritage”).
Pursuant to the Purchase Agreement, on December 29, 2006, Stoneridge sold its 30% general partnership interest
in IDA to Heritage for $1,035 in cash and recognized a gain of $1,627 that is included in the consolidated
statement of operations as a component of other (income) loss, net. The transaction price was determined by the
average of two independent appraisals.

Mr. Linehan is a member of Heritage owning a 14.2% membership interest in Heritage. The managing
member of Heritage is Heritage Properties, Inc. Mr. Linehan is member of the Board of Directors of Heritage
Properties, Inc. Mr. Linehan also owns approximately 26.35% of MI Holding Company, a Maryland corporation,
which is a 5.0% general partner of IDA. On December 29, 2006, the estate of D.M. Draime also entered into a
Partnership Interest Purchase Agreement with Heritage to sell the estate’s 10% limited partnership interest to
Heritage for $345. The son of D.M. Draime, Jeffrey P. Draime, is a member of Stoneridge’s Board of Directors.
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12. Restructuring

In January 2005, the Company announced restructuring initiatives related to the rationalization of certain
manufacturing facilities in Europe and North America. These restructuring initiatives were completed in 2007. In
connection with these initiatives, the Company recorded restructuring charges of $74, $608 and $5,098 in the
Company’s consolidated statement of operations for the fiscal years ended December 31, 2007, 2006 and 2005.

On October 29, 2007, the Company announced restructuring initiatives to improve manufacturing efficiency
and cost position by ceasing manufacturing operations at its Sarasota, Florida and Mitcheldean, England locations.
These rationalizations are part of the Company’s cost reduction initiatives. In connection with these initiatives, the
Company recorded restructuring charges of $1,027 in the Company’s consolidated statement of operations for the
fiscal year ended December 31, 2007. Restructuring expenses that were general and administrative in nature were
included in the Company’s consolidated statement of operations as part of restructuring charges, while the remaining
restructuring related charges were included in cost of goods sold.

The charges related to the restructuring initiatives announced on October 29, 2007 that belong to the
Electronics reportable segment included the following:

Severance
Costs

Contract
Termination

Costs

Other
Associated

Costs Total

Total expected restructuring charges . . . . . . . . . . . . . . . $3,454 $978 $5,582 $10,014

Fourth quarter 2007 charge to expense . . . . . . . . . . . . . $ 468 $ — $ 103 $ 571
Cash payments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — — (103) (103)

Balance at December 31, 2007 . . . . . . . . . . . . . . . . . . $ 468 $ — $ — $ 468

Remaining expected restructuring charge . . . . . . . . . . . $2,986 $978 $5,479 $ 9,443

The charges related to the restructuring initiatives announced on October 29, 2007 that belong to the Control
Devices reportable segment included the following:

Severance
Costs

Fixed-Asset
Costs

Other
Associated

Costs Total

Total expected restructuring charges . . . . . . . . . . . . . . . . $1,687 $296 $5,362 $7,345

Fourth quarter 2007 charge to expense . . . . . . . . . . . . . . $ 357 $ — $ 99 $ 456
Balance at December 31, 2007 . . . . . . . . . . . . . . . . . . . . $ 357 $ — $ 99 $ 456

Remaining expected restructuring charge . . . . . . . . . . . . . $1,330 $296 $5,263 $6,889

All restructuring charges, except for asset-related charges, result in cash outflows. Severance costs relate to a
reduction in workforce. Other associated costs include premium direct labor, inventory and equipment move costs,
relocation expense, increased inventory carrying cost and miscellaneous expenditures associated with exiting business
activities. No fixed-asset impairment charges were incurred because assets are primarily being transferred to other
locations for continued production.

13. Segment Reporting

SFAS No. 131, Disclosures about Segments of an Enterprise and Related Information, establishes standards for
reporting information about operating segments in financial statements. Operating segments are defined as
components of an enterprise that are evaluated regularly by the Company’s chief operating decision maker in
deciding how to allocate resources and in assessing performance. The Company’s chief operating decision maker is
the chief executive officer.
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The Company has two reportable segments: Electronics and Control Devices. During the third quarter of
2007, a European operating segment in the Control Devices reportable segment experienced a change in future
business prospects due to the loss of a significant customer contract. As a result, the Company announced that it
would cease manufacturing at this location and transfer remaining production to an operating segment in the
Electronics reportable segment. In addition, management and oversight responsibilities for this business were
realigned to the Electronics reportable segment. Because the Company changed the structure of its internal
organization in a manner that caused the composition of its reportable segments to change, the corresponding
information for prior periods has been reclassified to conform to the current year reportable segment presentation.

The Company’s operating segments are aggregated based on sharing similar economic characteristics. Other
aggregation factors include the nature of the products offered and management and oversight responsibilities. The
Electronics reportable segment, formerly known as the Vehicle Management & Power Distribution reportable
segment, produces electronic instrument clusters, electronic control units, driver information systems and electrical
distribution systems, primarily wiring harnesses and connectors for electrical power and signal distribution. The
Control Devices reportable segment produces electronic and electromechanical switches and control actuation devices
and sensors.

The accounting policies of the Company’s reportable segments are the same as those described in Note 2,
“Summary of Significant Accounting Policies.” The Company’s chief executive officer evaluates the performance of its
reportable segments based primarily on revenues from external customers, capital expenditures and income before income
taxes. Inter-segment sales are accounted for on terms similar to those to third parties and are eliminated upon
consolidation.

A summary of financial information by reportable segment is as follows:

2007 2006 2005

For the Fiscal Years Ended
December 31,

Net Sales
Electronics . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $441,717 $442,427 $384,943
Intersegment sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16,955 14,505 16,720

Electronics net sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 458,672 456,932 401,663

Control Devices . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 285,403 266,272 286,641
Intersegment sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,576 5,671 4,793

Control Devices net sales . . . . . . . . . . . . . . . . . . . . . . . . . . 289,979 271,943 291,434

Eliminations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (21,531) (20,176) (21,513)

Total consolidated net sales . . . . . . . . . . . . . . . . . . . . . . . . . $727,120 $708,699 $671,584

Income (Loss) Before Income Taxes
Electronics . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 20,692 $ 20,882 $ (216)
Control Devices . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15,825 13,987 19,429
Other corporate activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,676 6,392 8,217
Corporate interest expense . . . . . . . . . . . . . . . . . . . . . . . . . . . (21,969) (21,622) (22,994)

Total consolidated income before income taxes . . . . . . . . . . . $ 23,224 $ 19,639 $ 4,436

Depreciation and Amortization
Electronics . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 13,392 $ 10,564 $ 10,807
Control Devices . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14,823 15,191 14,965
Corporate activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 288 425 385

Total consolidated depreciation and amortization(A) . . . . . . $ 28,503 $ 26,180 $ 26,157

(A) The amounts represent depreciation and amortization on fixed and certain intangible assets.
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2007 2006 2005

For the Fiscal Years Ended
December 31,

Interest Expense (Income)
Electronics . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (203) $ 130 $ 879
Control Devices . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (7) (8) (1)
Corporate activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 21,969 21,622 22,994

Total consolidated interest expense . . . . . . . . . . . . . . . . . . . . . . $21,759 $21,744 $23,872

Capital Expenditures
Electronics . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 8,777 $13,522 $12,254
Control Devices . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,699 12,191 16,558
Corporate activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 665 182 122

Total consolidated capital expenditures . . . . . . . . . . . . . . . . . . . $18,141 $25,895 $28,934

2007 2006 2005

December 31,

Total Assets

Electronics . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 218,655 $ 213,715 $ 187,058

Control Devices . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 180,785 187,004 194,723

Corporate(B) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 282,695 266,117 248,633

Eliminations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (154,366) (165,029) (167,376)

Total consolidated assets . . . . . . . . . . . . . . . . . . . . . . . . $ 527,769 $ 501,807 $ 463,038

(B) Assets located at Corporate consist primarily of cash, fixed assets, deferred taxes and equity investments.

The following table presents net sales and non-current assets for the geographic areas in which the Company
operates:

2007 2006 2005

For the Fiscal Years Ended
December 31,

Net Sales

North America . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $522,730 $541,479 $532,523

Europe and other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 204,390 167,220 139,061

Total consolidated net sales. . . . . . . . . . . . . . . . . . . . . . . . . . . $727,120 $708,699 $671,584

2007 2006 2005

December 31,

Non-Current Assets

North America . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $204,556 $215,429 $218,784

Europe and other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 21,854 32,346 25,574

Total non-current assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $226,410 $247,775 $244,358
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14. Guarantor Financial Information

The senior notes are fully and unconditionally guaranteed, jointly and severally, by each of the Company’s
existing and future domestic wholly-owned subsidiaries (Guarantor Subsidiaries). The Company’s non-U.S. subsid-
iaries do not guarantee the senior notes (Non-Guarantor Subsidiaries).

Presented below are summarized condensed consolidating financial statements of the Parent (which includes
certain of the Company’s operating units), the Guarantor Subsidiaries, the Non-Guarantor Subsidiaries and the
Company on a consolidated basis, as of December 31, 2007 and December 31, 2006 and for each of the three fiscal
years ended December 31, 2007, 2006 and 2005.

These summarized condensed consolidating financial statements are prepared under the equity method.
Separate financial statements for the Guarantor Subsidiaries are not presented based on management’s determination
that they do not provide additional information that is material to investors. Therefore, the Guarantor Subsidiaries
are combined in the presentation below.

Parent
Guarantor
Subsidiaries

Non-Guarantor
Subsidiaries Eliminations Consolidated

December 31, 2007

ASSETS
Current Assets:

Cash and cash equivalents . . . . . . . . . . . $ 48,705 $ 255 $ 46,964 $ — $ 95,924
Accounts receivable, net . . . . . . . . . . . . 53,456 26,798 42,034 — 122,288
Inventories, net . . . . . . . . . . . . . . . . . . 25,472 12,637 19,283 — 57,392
Prepaid expenses and other . . . . . . . . . . (293,632) 294,298 15,260 — 15,926
Deferred income taxes . . . . . . . . . . . . . . 3,152 4,591 2,086 — 9,829

Total current assets . . . . . . . . . . . . (162,847) 338,579 125,627 — 301,359

Long-Term Assets:
Property, plant and equipment, net . . . . 48,294 25,632 18,826 — 92,752
Other Assets:

Goodwill . . . . . . . . . . . . . . . . . . . . . 44,585 20,591 — — 65,176
Investments and other, net . . . . . . . . . 38,783 331 340 — 39,454
Deferred income taxes . . . . . . . . . . . . 33,169 (2,843) (1,298) — 29,028
Investment in subsidiaries . . . . . . . . . 438,271 — — (438,271) —

Total long-term assets . . . . . . . . . . 603,102 43,711 17,868 (438,271) 226,410

Total Assets . . . . . . . . . . . . . . . . . . . . . . $ 440,255 $382,290 $143,495 $(438,271) $527,769

LIABILITIES AND SHAREHOLDERS’ EQUITY
Current Liabilities:

Accounts payable . . . . . . . . . . . . . . . . . $ 20,924 $ 19,533 $ 28,916 $ — $ 69,373
Accrued expenses and other . . . . . . . . . . 12,546 9,198 25,454 — 47,198

Total current liabilities. . . . . . . . . . 33,470 28,731 54,370 — 116,571

Long-Term Liabilities:
Long-term debt . . . . . . . . . . . . . . . . . . 200,000 — — — 200,000
Deferred income taxes . . . . . . . . . . . . . . — — 2,665 — 2,665
Other liabilities . . . . . . . . . . . . . . . . . . 596 393 1,355 2,344

Total long-term liabilities. . . . . . . . 200,596 393 4,020 — 205,009

Shareholders’ Equity . . . . . . . . . . . . . . . . . 206,189 353,166 85,105 (438,271) 206,189

Total Liabilities and Shareholders’ Equity . . $ 440,255 $382,290 $143,495 $(438,271) $527,769
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Supplemental condensed consolidating financial statements (continued):

Parent
Guarantor
Subsidiaries

Non-Guarantor
Subsidiaries Eliminations Consolidated

December 31, 2006

ASSETS

Current Assets:

Cash and cash equivalents . . . . . . . . . . . $ 28,937 $ 12 $ 36,933 $ — $ 65,882

Accounts receivable, net . . . . . . . . . . . . 48,187 28,376 30,422 — 106,985

Inventories, net . . . . . . . . . . . . . . . . . . 26,173 12,502 19,846 — 58,521

Prepaid expenses and other . . . . . . . . . . (273,206) 275,577 11,077 — 13,448

Deferred income taxes . . . . . . . . . . . . . . 3,724 4,379 1,093 — 9,196

Total current assets . . . . . . . . . . . . (166,185) 320,846 99,371 — 254,032

Long-Term Assets:

Property, plant and equipment, net . . . . 61,320 31,643 21,623 — 114,586

Other Assets:

Goodwill . . . . . . . . . . . . . . . . . . . . . 44,585 20,591 — — 65,176

Investments and other, net . . . . . . . . . 30,874 131 170 (300) 30,875

Deferred income taxes . . . . . . . . . . . . 40,713 (3,341) (234) — 37,138

Investment in subsidiaries . . . . . . . . . 411,366 — — (411,366) —

Total long-term assets . . . . . . . . . . 588,858 49,024 21,559 (411,666) 247,775

Total Assets . . . . . . . . . . . . . . . . . . . . . . $ 422,673 $369,870 $120,930 $(411,666) $501,807

LIABILITIES AND SHAREHOLDERS’ EQUITY

Current Liabilities:

Accounts payable . . . . . . . . . . . . . . . . . $ 26,690 $ 19,044 $ 26,759 $ — $ 72,493

Accrued expenses and other . . . . . . . . . . 17,291 7,314 21,019 — 45,624

Total current liabilities. . . . . . . . . . 43,981 26,358 47,778 — 118,117

Long-Term Liabilities:

Long-term debt . . . . . . . . . . . . . . . . . . 200,000 — 300 (300) 200,000

Deferred income taxes . . . . . . . . . . . . . . — — 1,923 — 1,923

Other liabilities . . . . . . . . . . . . . . . . . . 70 450 2,625 — 3,145

Total long-term liabilities. . . . . . . . 200,070 450 4,848 (300) 205,068

Shareholders’ Equity . . . . . . . . . . . . . . . . . 178,622 343,062 68,304 (411,366) 178,622

Total Liabilities and Shareholders’ Equity . . $ 422,673 $369,870 $120,930 $(411,666) $501,807
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Supplemental condensed consolidating financial statements (continued):

Parent
Guarantor
Subsidiaries

Non-Guarantor
Subsidiaries Eliminations Consolidated

For the Fiscal Year Ended December 31, 2007

Net Sales . . . . . . . . . . . . . . . . . . . . . . . . . . $345,212 $205,384 $256,357 $(79,833) $727,120

Costs and Expenses:

Cost of goods sold . . . . . . . . . . . . . . . . . 286,419 160,501 189,624 (77,147) 559,397

Selling, general and administrative . . . . . . 55,050 31,543 49,801 (2,686) 133,708

Gain on sale of property, plant and
equipment, net . . . . . . . . . . . . . . . . . . (392) (1,318) — — (1,710)

Restructuring charges . . . . . . . . . . . . . . . 458 — 468 — 926

Operating Income. . . . . . . . . . . . . . . . . . . . 3,677 14,658 16,464 — 34,799

Interest expense (income), net. . . . . . . . . 23,058 — (1,299) — 21,759

Other (income) loss, net . . . . . . . . . . . . . (10,545) — 361 — (10,184)

Equity earnings from subsidiaries . . . . . . . (28,673) — — 28,673 —

Income Before Income Taxes . . . . . . . . . . . . 19,837 14,658 17,402 (28,673) 23,224

Provision for income taxes . . . . . . . . . . . . 3,166 17 3,370 — 6,553

Net Income . . . . . . . . . . . . . . . . . . . . . . . . $ 16,671 $ 14,641 $ 14,032 $(28,673) $ 16,671

Parent
Guarantor
Subsidiaries

Non-Guarantor
Subsidiaries Eliminations Consolidated

For the Fiscal Year Ended December 31, 2006

Net Sales . . . . . . . . . . . . . . . . . . . . . . . . . . $352,050 $223,332 $219,870 $(86,553) $708,699

Costs and Expenses:

Cost of goods sold . . . . . . . . . . . . . . . . . 304,042 167,707 161,870 (83,826) 549,793

Selling, general and administrative . . . . . . 51,493 34,877 40,895 (2,727) 124,538

(Gain) Loss on sale of property, plant and
equipment, net . . . . . . . . . . . . . . . . . . (1,312) 4 5 — (1,303)

Restructuring charges . . . . . . . . . . . . . . . 368 224 16 — 608

Operating Income (Loss) . . . . . . . . . . . . . . (2,541) 20,520 17,084 — 35,063

Interest expense (income), net. . . . . . . . . 22,366 — (622) — 21,744

Other (income) loss, net . . . . . . . . . . . . . (7,919) (291) 1,890 — (6,320)

Equity earnings from subsidiaries . . . . . . . (32,998) — — 32,998 —

Income Before Income Taxes . . . . . . . . . . . . 16,010 20,811 15,816 (32,998) 19,639

Provision for income taxes . . . . . . . . . . . . 1,497 15 3,614 — 5,126

Net Income . . . . . . . . . . . . . . . . . . . . . . . . $ 14,513 $ 20,796 $ 12,202 $(32,998) $ 14,513
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Supplemental condensed consolidating financial statements (continued):

Parent
Guarantor
Subsidiaries

Non-Guarantor
Subsidiaries Eliminations Consolidated

For the Fiscal Year Ended December 31, 2005

Net Sales . . . . . . . . . . . . . . . . . . . . . . . . . . $332,173 $228,975 $183,596 $(73,160) $671,584

Costs and Expenses:

Cost of goods sold . . . . . . . . . . . . . . . . . 285,332 166,796 141,894 (71,026) 522,996

Selling, general and administrative . . . . . . 52,746 32,758 37,177 (2,134) 120,547

(Gain) Loss on sale of property, plant and
equipment, net . . . . . . . . . . . . . . . . . . 63 — (423) — (360)

Restructuring charges . . . . . . . . . . . . . . . 247 833 4,018 — 5,098

Operating Income (Loss) . . . . . . . . . . . . . . (6,215) 28,588 930 — 23,303

Interest expense (income), net. . . . . . . . . 23,751 (1) 122 — 23,872

Other (income) expense, net . . . . . . . . . . (5,410) — 405 — (5,005)

Equity earnings from subsidiaries . . . . . . . (24,306) — — 24,306 —

Income (Loss) Before Income Taxes . . . . . . (250) 28,589 403 (24,306) 4,436

Provision (Benefit) for income taxes . . . . (1,183) 28 4,658 — 3,503

Net Income (Loss) . . . . . . . . . . . . . . . . . . $ 933 $ 28,561 $ (4,255) $(24,306) $ 933
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Supplemental condensed consolidating financial statements (continued):

Parent
Guarantor
Subsidiaries

Non-Guarantor
Subsidiaries Eliminations Consolidated

For the Fiscal Year Ended December 31, 2007

Net cash provided by (used for) operating activities . . $20,239 $ (505) $14,091 $(300) $ 33,525

INVESTING ACTIVITIES:
Capital expenditures . . . . . . . . . . . . . . . . . . . . . . . . . (9,034) (3,895) (5,212) — (18,141)
Proceeds from sale of fixed assets . . . . . . . . . . . . . . . . 7,663 4,643 9 — 12,315
Business acquisitions and other . . . . . . . . . . . . . . . . . . — — — — —

Net cash (used for) provided by investing activities. . . (1,371) 748 (5,203) — (5,826)

FINANCING ACTIVITIES:
Borrowings (repayments) of long-term debt . . . . . . . . . — — (300) 300 —
Share-based compensation activity, net . . . . . . . . . . . . . 2,119 — — — 2,119
Other financing costs . . . . . . . . . . . . . . . . . . . . . . . . (1,219) — — — (1,219)

Net cash provided by (used for) financing activities . . 900 — (300) 300 900

Effect of exchange rate changes on cash and cash
equivalents . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — — 1,443 — 1,443

Net change in cash and cash equivalents . . . . . . . . . . . . . 19,768 243 10,031 — 30,042
Cash and cash equivalents at beginning of period. . . . . . . . 28,937 12 36,933 — 65,882

Cash and cash equivalents at end of period . . . . . . . . . . . . $48,705 $ 255 $46,964 $ — $ 95,924

Parent
Guarantor
Subsidiaries

Non-Guarantor
Subsidiaries Eliminations Consolidated

For the Fiscal Year Ended December 31, 2006

Net cash provided by (used for) operating activities . . $ 10,415 $ 5,603 $ 42,241 $(11,719) $ 46,540

INVESTING ACTIVITIES:
Capital expenditures . . . . . . . . . . . . . . . . . . . . . . . . . (12,412) (5,619) (7,864) — (25,895)
Proceeds from sale of fixed assets . . . . . . . . . . . . . . . . 2,266 — — — 2,266
Proceeds from sale of partnership interest . . . . . . . . . . . 1,153 — — — 1,153
Business acquisitions and other . . . . . . . . . . . . . . . . . . (1,476) 245 (6) (896) (2,133)

Net cash used for investing activities. . . . . . . . . . . . . (10,469) (5,374) (7,870) (896) (24,609)

FINANCING ACTIVITIES:
Borrowings (repayments) of long-term debt . . . . . . . . . 2,426 — (14,189) 11,719 (44)
Share-based compensation activity, net . . . . . . . . . . . . . 1,337 — (1,036) — 301
Shareholder Distributions . . . . . . . . . . . . . . . . . . . . . . 10,854 — (10,854) — —
Other financing costs . . . . . . . . . . . . . . . . . . . . . . . . 6,620 (264) (7,402) 896 (150)

Net cash provided by (used for) financing activities . . 21,237 (264) (33,481) 12,615 107

Effect of exchange rate changes on cash and cash
equivalents . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — — 3,060 — 3,060

Net change in cash and cash equivalents . . . . . . . . . . . . . 21,183 (35) 3,950 — 25,098
Cash and cash equivalents at beginning of period. . . . . . . . 7,754 47 32,983 — 40,784

Cash and cash equivalents at end of period . . . . . . . . . . . . $ 28,937 $ 12 $ 36,933 $ — $ 65,882
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Supplemental condensed consolidating financial statements (continued):

Parent
Guarantor
Subsidiaries

Non-Guarantor
Subsidiaries Eliminations Consolidated

For the Fiscal Year Ended December 31, 2005

Net cash provided by (used for) operating
activities. . . . . . . . . . . . . . . . . . . . . . . . . $ 3,280 $ 9,013 $(1,816) $ 8,584 $ 19,061

INVESTING ACTIVITIES:

Capital expenditures . . . . . . . . . . . . . . . . . . . . (14,608) (8,992) (5,334) — (28,934)

Proceeds from sale of fixed assets . . . . . . . . . . . — — 1,664 — 1,664

Business acquisitions and other . . . . . . . . . . . . (1,041) (52) — 811 (282)

Net cash used for investing activities . . . . . . . (15,649) (9,044) (3,670) 811 (27,552)

FINANCING ACTIVITIES:

Borrowings (repayments) of long-term debt . . . — — 8,466 (8,584) (118)

Share-based compensation activity, net . . . . . . . 1 61 — (61) 1

Other financing costs . . . . . . . . . . . . . . . . . . . (241) — 750 (750) (241)

Net cash (used for) provided by financing
activities. . . . . . . . . . . . . . . . . . . . . . . . . (240) 61 9,216 (9,395) (358)

Effect of exchange rate changes on cash and cash
equivalents . . . . . . . . . . . . . . . . . . . . . . . . . . . — — (2,699) — (2,699)

Net change in cash and cash equivalents. . . . . . . . (12,609) 30 1,031 — (11,548)

Cash and cash equivalents at beginning of
period . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 20,363 17 31,952 — 52,332

Cash and cash equivalents at end of period . . . . . . $ 7,754 $ 47 $32,983 $ — $ 40,784
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15. Unaudited Quarterly Financial Data

The following is a summary of quarterly results of operations for 2007 and 2006:

(In millions, except per share data)

Dec. 31 Sept. 30 Jun. 30 Mar. 31

Quarter Ended

2007

Net sales. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $185.5 $172.8 $183.8 $185.0

Gross profit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 48.1 37.9 38.9 42.8

Operating income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13.0 5.2 6.9 9.7

Net income. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.5 2.6 2.7 4.9

Earnings per share:

Basic(A) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 0.28 $ 0.11 $ 0.12 $ 0.21

Diluted(A) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 0.28 $ 0.11 $ 0.11 $ 0.21

Dec. 31 Sept. 30 Jul. 1 Apr. 1

Quarter Ended

2006

Net sales. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $171.2 $172.4 $185.5 $179.6

Gross profit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 36.0 38.2 44.0 40.7

Operating income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.8 9.1 12.8 10.4

Net income. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.5 4.4 4.9 3.8

Earnings per share:

Basic(A) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 0.06 $ 0.19 $ 0.21 $ 0.17

Diluted(A) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 0.06 $ 0.19 $ 0.21 $ 0.16

(A) Earnings per share for the year may not equal the sum of the four historical quarters earnings per share due to
changes in basic and diluted shares outstanding.
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STONERIDGE, INC. AND SUBSIDIARIES
SCHEDULE II — VALUATION AND QUALIFYING ACCOUNTS

(in thousands)

Balance at
Beginning
of Period

Charged to
Costs and
Expenses Write-offs

Balance at
End of
Period

Accounts receivable reserves:

Fiscal year ended December 31, 2005 . . . . . . . . . . . . . $3,891 $2,559 $(1,888) $4,562

Fiscal year ended December 31, 2006 . . . . . . . . . . . . . 4,562 1,877 (1,196) 5,243

Fiscal year ended December 31, 2007 . . . . . . . . . . . . . 5,243 905 (1,412) 4,736

Balance at
Beginning
of Period

Net additions
charged to
income

Exchange rate
fluctuations
and other

items

Balance at
End of
Period

Valuation allowance for deferred tax assets:

Fiscal year ended December 31, 2005 . . . . . . . . . . . . . . . $12,116 $ 5,676 $ 380 $18,172

Fiscal year ended December 31, 2006 . . . . . . . . . . . . . . . 18,172 795 (1,587) 17,380

Fiscal year ended December 31, 2007 . . . . . . . . . . . . . . . 17,380 (1,104) (256) 16,020
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND
FINANCIAL DISCLOSURE.

There has been no disagreement between the management of the Company and its independent auditors on
any matter of accounting principles or practices of financial statement disclosures, or auditing scope or procedure.

ITEM 9A. CONTROLS AND PROCEDURES.

Evaluation of Disclosure Controls and Procedures

As of December 31, 2007, an evaluation was performed under the supervision and with the participation of the
Company’s management, including the chief executive officer (“CEO”) and chief financial officer (“CFO”), of the
effectiveness of the design and operation of the Company’s disclosure controls and procedures. Based on that
evaluation, the Company’s management, including the CEO and CFO, concluded that the Company’s disclosure
controls and procedures were effective as of December 31, 2007.

Changes in Internal Control Over Financial Reporting

There were no changes in the Company’s internal control over financial reporting during the fourth quarter
ended December 31, 2007 that materially affected, or are reasonably likely to materially affect, the Company’s
internal control over financial reporting.

Management’s Report on Internal Control Over Financial Reporting

Our management is responsible for establishing and maintaining adequate internal control over financial
reporting, as such term is defined in Exchange Act Rules 13a-15(f) and 15d-15(f). In evaluating the Company’s
internal control over financial reporting, management has adopted the framework in Internal Control-Integrated
Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission. Under the
supervision and with the participation of our management, including the principal executive officer and principal
financial and accounting officer, we conducted an evaluation of the effectiveness of our internal control over financial
reporting, as of December 31, 2007. Based on our evaluation under the framework in Internal Control-Integrated
Framework, our management has concluded that our internal control over financial reporting was effective as of
December 31, 2007.

Because of inherent limitations, internal control over financial reporting may not prevent or detect misstate-
ments. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls may
become inadequate because of changes in conditions, or that the degree of compliance with the policies or
procedures may deteriorate.

The effectiveness of the Company’s internal control over financial reporting as of December 31, 2007 has been
audited by Ernst & Young LLP, an independent registered public accounting firm, as stated in their report which
appears herein.
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Shareholders of Stoneridge, Inc. and Subsidiaries

We have audited Stoneridge, Inc. and Subsidiaries’ internal control over financial reporting as of December 31,
2007, based on criteria established in Internal Control — Integrated Framework issued by the Committee of
Sponsoring Organizations of the Treadway Commission (the COSO criteria). Stoneridge, Inc. and Subsidiaries’
management is responsible for maintaining effective internal control over financial reporting, and for its assessment
of the effectiveness of internal control over financial reporting included in the accompanying Management’s Report
on Internal Controls Over Financial Reporting. Our responsibility is to express an opinion on the company’s internal
control over financial reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether effective internal control over financial reporting was maintained in all material respects. Our audit included
obtaining an understanding of internal control over financial reporting, assessing the risk that a material weakness
exists, testing and evaluating the design and operating effectiveness of internal control based on the assessed risk,
and performing such other procedures as we considered necessary in the circumstances. We believe that our audit
provides a reasonable basis for our opinion.

A company’s internal control over financial reporting is a process designed to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles. A company’s internal control over financial reporting
includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail,
accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide reasonable
assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance
with generally accepted accounting principles, and that receipts and expenditures of the company are being made
only in accordance with authorizations of management and directors of the company; and (3) provide reasonable
assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s
assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that
controls may become inadequate because of changes in conditions, or that the degree of compliance with the policies
or procedures may deteriorate.

In our opinion, Stoneridge, Inc. and Subsidiaries maintained, in all material respects, effective internal control
over financial reporting as of December 31, 2007, based on the COSO criteria.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board
(United States), the consolidated balance sheets of Stoneridge, Inc. and Subsidiaries as of December 31, 2007 and
2006, and the related consolidated statements of operations, shareholders’ equity, and cash flows for each of the
three years in the period ended December 31, 2007 of Stoneridge, Inc. and Subsidiaries our report dated March 17,
2008 expressed an unqualified opinion thereon.

/s/ ERNST & YOUNG LLP

Cleveland, Ohio
March 17, 2008
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ITEM 9B. OTHER INFORMATION.

None.

PART III

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE.

The information required by this Item 10 regarding our directors is incorporated by reference to the
information under the sections and subsections entitled, “Proposal One: Election of Directors,” “Nominating and
Corporate Governance Committee,” “Audit Committee,” “Section 16(a) Beneficial Ownership Reporting Compli-
ance” and “Corporate Governance Guidelines” contained in the Company’s Proxy Statement in connection with its
Annual Meeting of Shareholders to be held on May 5, 2008. The information required by this Item 10 regarding
our executive officers appears as a Supplementary Item following Item 4 under Part I hereof.

ITEM 11. EXECUTIVE COMPENSATION.

The information required by this Item 11 is incorporated by reference to the information under the sections
and subsections “Compensation Committee,” “Compensation Committee Interlocks and Insider Participation,”
“Compensation Committee Report” and “Executive Compensation” contained in the Company’s Proxy Statement
in connection with its Annual Meeting of Shareholders to be held on May 5, 2008.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND
RELATED STOCKHOLDER MATTERS.

The information required by this Item 12 (other than the information required by Item 201(d) of
Regulation S-K which is set forth below) is incorporated by reference to the information under the heading
“Security Ownership of Certain Beneficial Owners and Management” contained in the Company’s Proxy Statement
in connection with its Annual Meeting of Shareholders to be held on May 5, 2008.

In October 1997, we adopted a Long-Term Incentive Plan for our employees. In May 2002, we adopted a
Director Share Option Plan for our directors. In April 2005, we adopted a Directors’ Restricted Shares Plan. In
April 2006, we amended the Long-Term Incentive Plan, which expired on June 30, 2007. Our shareholders
approved each plan. Equity compensation plan information, as of December 31, 2007, is as follows:

Number of
securities to be
issued upon the

exercise of
outstanding share

options

Weighted-average
exercise price of
outstanding share

options

Number of
securities

remaining available
for future issuance

under equity
compensation plans (1)

Equity compensation plans approved by
shareholders . . . . . . . . . . . . . . . . . . . . . . . 288,750 $10.57 2,033,300

Equity compensation plans not approved by
shareholders . . . . . . . . . . . . . . . . . . . . . . . — $ — —

(1) Excludes securities reflected in the first column, “Number of securities to be issued upon the exercise of out-
standing share options.” Also excludes 953,074 restricted Common Shares issued and outstanding to key
employees pursuant to the Company’s Long-Term Incentive Plan and 40,800 restricted Common Shares issued
and outstanding to directors under the Directors’ Restricted Shares Plan as of December 31, 2007.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR
INDEPENDENCE.

The information required by this Item 13 is incorporated by reference to the information under the sections
and subsections “Transactions with Related Persons” and “Director Independence” contained in the Company’s
Proxy Statement in connection with its Annual Meeting of Shareholders to be held on May 5, 2008.

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES.

The information required by this Item 14 is incorporated by reference to the information under the sections
and subsections “Service Fees Paid to Independent Registered Accounting Firm” and “Pre-Approval Policy”
contained in the Company’s Proxy Statement in connection with its Annual Meeting of Shareholders to be held on
May 5, 2008.
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PART IV

ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES.

(a) The following documents are filed as part of this Form 10-K.

Page in
Form 10-K

(1) Consolidated Financial Statements:

Report of Independent Registered Public Accounting Firm . . . . . . . . . . . . . . . . . 32

Consolidated Balance Sheets as of December 31, 2007 and 2006 . . . . . . . . . . . . 33

Consolidated Statements of Operations for the Fiscal Years Ended December 31,
2007, 2006 and 2005 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 34

Consolidated Statements of Cash Flows for the Fiscal Years Ended December 31,
2007, 2006 and 2005 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 35

Consolidated Statements of Shareholders’ Equity for the Fiscal Years Ended
December 31, 2007, 2006 and 2005 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 36

Notes to Consolidated Financial Statements . . . . . . . . . . . . . . . . . . . . . . . . . . . . 37

(2) Financial Statement Schedule:

Schedule II — Valuation and Qualifying Accounts . . . . . . . . . . . . . . . . . . . . . . . 70

(3) Exhibits:

See the List of Exhibits on the Index to Exhibits following the signature page.

(b) The exhibits listed on the Index to Exhibits are filed as part of or incorporated by reference into this
report.

(c) Additional Financial Statement Schedules.

None.
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SIGNATURES

Pursuant to the requirements of the Section 13 or 15(d) of the Securities Exchange Act of 1934, the
registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

STONERIDGE, INC.

Date: March 17, 2008
/s/ GEORGE E. STRICKLER

George E. Strickler
Executive Vice President, Chief Financial Officer
and Treasurer
(Principal Financial and Accounting Officer)

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the
following persons on behalf of the registrant and in the capacities and on the dates indicated.

Date: March 17, 2008 /s/ JOHN C. COREY
John C. Corey
President, Chief Executive Officer and Director (Principal
Executive Officer)

Date: March 17, 2008 /s/ WILLIAM M. LASKY
William M. Lasky
Chairman of the Board of Directors

Date: March 17, 2008 /s/ AVERY S. COHEN
Avery S. Cohen
Secretary and Director

Date: March 17, 2008 /s/ JEFFREY P. DRAIME
Jeffrey P. Draime
Director

Date: March 17, 2008 /s/ SHELDON J. EPSTEIN
Sheldon J. Epstein
Director

Date: March 17, 2008 /s/ DOUGLAS C. JACOBS
Douglas C. Jacobs
Director

Date: March 17, 2008 /s/ KIM KORTH
Kim Korth
Director

Date: March 17, 2008 /s/ EARL L. LINEHAN
Earl L. Linehan
Director
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INDEX TO EXHIBITS

Exhibit
Number Exhibit

3.1 Second Amended and Restated Articles of Incorporation of the Company (incorporated by reference to
Exhibit 3.1 to the Company’s Registration Statement on Form S-1 (No. 333-33285)).

3.2 Amended and Restated Code of Regulations of the Company (incorporated by reference to Exhibit 3.2 to the
Company’s Registration Statement on Form S-1 (No. 333-33285)).

4.1 Common Share Certificate (incorporated by reference to Exhibit 4.1 to the Company’s Annual Report on
Form 10-K for the year ended December 31, 1997).

4.2 Indenture dated as of May 1, 2002 among Stoneridge, Inc. as Issuer, Stoneridge Control Devices, Inc. and
Stoneridge Electronics, Inc., as Guarantors, and Fifth Third Bank, as trustee (incorporated by reference to
Exhibit 4.1 to the Company’s Current Report on Form 8-K filed on May 7, 2002).

10.1 Lease Agreement between Stoneridge, Inc. and Hunters Square, Inc., with respect to the Company’s division
headquarters for Alphabet (incorporated by reference to Exhibit 10.4 to the Company’s Annual Report on
Form 10-K for the year ended December 31, 1999).

10.2 Form of Tax Indemnification Agreement (incorporated by reference to Exhibit 10.10 to the Company’s
Registration Statement on Form S-1 (No. 333-33285)).

10.11 Director Shares’ Option Plan (incorporated by reference to Exhibit 4 of the Company’s Registration Statement
on Form S-8 (No. 333-96953)).

10.12 Form of Long-Term Incentive Plan Share Option Agreement (incorporated by reference to Exhibit 10.16 to
the Company’s Annual Report on Form 10-K for the year ended December 31, 2004).

10.13 Form of Directors’ Share Option Plan Share Option Agreement (incorporated by reference to Exhibit 10.17 to
the Company’s Annual Report on Form 10-K for the year ended December 31, 2004).

10.14 Form of Long-Term Incentive Plan Restricted Shares Grant Agreement (incorporated by reference to
Exhibit 10.18 to the Company’s Annual Report on Form 10-K for the year ended December 31, 2004).

10.15 Director’s Restricted Shares Plan (incorporated by reference to Exhibit 4.3 of the Company’s Registration
Statement on Form S-8 (No. 333-127017)).

10.16 Form of Director’s Restricted Shares Plan Agreement, (incorporated by reference to Exhibit 10.22 to the
Company’s Annual Report on Form 10-K for the year ended December 31, 2005).

10.17 Form of Long-Term Incentive Plan Restricted Shares Grant Agreement including Performance and Time-
Based Restricted Shares (incorporated by reference to Exhibit 10.23 to the Company’s Annual Report on
Form 10-K for the year ended December 31, 2005).

10.18 Amendment to Restricted Shares Grant Agreement (incorporated by reference to Exhibit 10.24 to the
Company’s Annual Report on Form 10-K for the year ended December 31, 2005).

10.19 Employment Agreement between the Company and John C. Corey (incorporated by reference to Exhibit 10.3
to the Company’s Current Report on Form 10-Q filed on May 8, 2006).

10.20 Amended and Restated Long-Term Incentive Plan (incorporated by reference to Exhibit 99.1 to the
Company’s Current Report on Form 8-K filed on April 28, 2006).

10.21 Outside Directors’ Deferred Compensation Plan (incorporated by reference to Exhibit 99.1 to the Company’s
Current Report on Form 8-K filed on July 26, 2006).

10.22 Employees’ Deferred Compensation Plan (incorporated by reference to Exhibit 99.2 to the Company’s Current
Report on Form 8-K filed on July 26, 2006).

10.23 Form of 2006 Restricted Shares Grant Agreement (incorporated by reference to Exhibit 99.3 to the Company’s
Current Report on Form 8-K filed on July 26, 2006).

10.24 Form of 2006 Directors’ Restricted Shares Grant Agreement (incorporated by reference to Exhibit 99.4 to the
Company’s Current Report on Form 8-K filed on July 26, 2006).

10.25 Annual Incentive Plan approved by Company’s Board of Directors (incorporated by reference to Exhibit 99.1 to
the Company’s Current Report on Form 8-K filed on November 2, 2006).

10.26 Partnership Interest Purchase Agreement for the Sale of Company’s partnership interest in Industrial
Development Associates Limited, dated December 29, 2006, (incorporated by reference to Exhibit 10.31
to the Company’s Annual Report on Form 10-K for the year ended December 31, 2006).
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Exhibit
Number Exhibit

10.27 Severance and Consulting Agreement for Edward F. Mosel, dated February 28, 2006 (incorporated by reference
to Exhibit 99.1 to the Company’s Current Report on Form 8-K filed on May 25, 2007).

10.28 Annual Incentive Plan approved by Company’s Board of Directors (incorporated by reference to Exhibit 99.1 to
the Company’s Current Report on Form 8-K filed on August 9, 2007).

10.29 Credit Agreement dated as of November 2, 2007 among Stoneridge, Inc., as Borrower, the Lending Institutions
Named Therein, as Lenders, National City Business Credit, Inc., as Administrative Agent and Collateral Agent,
and National City Bank, as Lead Arranger and Issuer (incorporated by reference to Exhibit 10.1 to the
Company’s Current Report on Form 8-K filed on November 8, 2007).

10.30 Amended and Restated Change in Control Agreement (incorporated by reference to Exhibit 10.1 to the
Company’s Current Report on Form 8-K filed on December 21, 2007).

14.1 Code of Ethics for Senior Financial Officers (incorporated by reference to Exhibit 14.1 to the Company’s
Annual Report on Form 10-K for the year ended December 31, 2003).

21.1 Principal Subsidiaries and Affiliates of the Company, filed herewith.

23.1 Consent of Independent Registered Public Accounting Firm, filed herewith.

23.2 Consent of Independent Registered Public Accounting Firm, filed herewith.

31.1 Chief Executive Officer certification pursuant to Section 302 of the Sarbanes-Oxley Act of 2002, filed herewith.

31.2 Chief Financial Officer certification pursuant to Section 302 of the Sarbanes-Oxley Act of 2002, filed herewith.

32.1 Chief Executive Officer certification pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of
the Sarbanes-Oxley Act of 2002, filed herewith.

32.2 Chief Financial Officer certification pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of
the Sarbanes-Oxley Act of 2002, filed herewith.

99.1 Financial Statements of PST Eletrônica S.A., filed herewith.
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EXHIBIT 31.1

CERTIFICATION PURSUANT TO SECTION 302 OF THE SARBANES — OXLEY ACT OF 2002

I, John C. Corey, certify that:

(1) I have reviewed this Annual Report on Form 10-K of the Company;

(2) Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a
material fact necessary to make the statements made, in light of the circumstances under which such statements
were made, not misleading with respect to the period covered by this report;

(3) Based on my knowledge, the financial statements, and other financial information included in this report, fairly
present in all material respects the financial condition, results of operations and cash flows of the Company as
of, and for, the periods presented in this report;

(4) The Company’s other certifying officer and I are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control
over financial reporting (as defined in Exchange Act Rules 13a — 15(f) and 15d — 15(f)) for the Company
and we have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be
designed under our supervision, to ensure that material information relating to the Company, including its
consolidated subsidiaries, is made known to us by others within those entities, particularly during the
period in which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial
reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability of
financial reporting and the preparation of financial statements for external purposes in accordance with
generally accepted accounting principles;

(c) Evaluated the effectiveness of the Company’s disclosure controls and procedures and presented in this
report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of
the period covered by this report based on such evaluation; and

(d) Disclosed in this report any change in the Company’s internal control over financial reporting that
occurred during the Company’s most recent fiscal quarter that has materially affected, or is reasonably
likely to materially affect, the Company’s internal control over financial reporting; and

(5) The Company’s other certifying officer and I have disclosed, based on our most recent evaluation of internal
control over financial reporting, to the Company’s auditors and the audit committee of the Company’s board of
directors:

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over
financial reporting which are reasonably likely to adversely affect the Company’s ability to record, process,
summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant
role in the Company’s internal control over financial reporting.

/s/ JOHN C. COREY

John C. Corey, President and Chief Executive
Officer
March 14, 2008
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EXHIBIT 31.2

CERTIFICATION PURSUANT TO SECTION 302 OF THE SARBANES — OXLEY ACT OF 2002

I, George E. Strickler, certify that:

(1) I have reviewed this Annual Report on Form 10-K of the Company;

(2) Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a
material fact necessary to make the statements made, in light of the circumstances under which such statements
were made, not misleading with respect to the period covered by this report;

(3) Based on my knowledge, the financial statements, and other financial information included in this report, fairly
present in all material respects the financial condition, results of operations and cash flows of the Company as
of, and for, the periods presented in this report;

(4) The Company’s other certifying officer and I are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control
over financial reporting (as defined in Exchange Act Rules 13a — 15(f) and 15d — 15(f)) for the Company
and we have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be
designed under our supervision, to ensure that material information relating to the Company, including its
consolidated subsidiaries, is made known to us by others within those entities, particularly during the
period in which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial
reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability of
financial reporting and the preparation of financial statements for external purposes in accordance with
generally accepted accounting principles;

(c) Evaluated the effectiveness of the Company’s disclosure controls and procedures and presented in this
report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of
the period covered by this report based on such evaluation; and

(d) Disclosed in this report any change in the Company’s internal control over financial reporting that
occurred during the Company’s most recent fiscal quarter that has materially affected, or is reasonably
likely to materially affect, the Company’s internal control over financial reporting; and

(5) The Company’s other certifying officer and I have disclosed, based on our most recent evaluation of internal
control over financial reporting, to the Company’s auditors and the audit committee of the Company’s board of
directors:

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over
financial reporting which are reasonably likely to adversely affect the Company’s ability to record, process,
summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant
role in the Company’s internal control over financial reporting.

/s/ GEORGE E. STRICKLER

George E. Strickler, Executive Vice President, Chief Financial Officer and Treasurer
March 14, 2008
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EXHIBIT 32.1

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

I, John C. Corey, President and Chief Executive Officer, of Stoneridge, Inc. (the “Company”), certify, pursu-
ant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:

(1) the Annual Report on Form 10-K of the Company for the fiscal year ended December 31, 2007 (“the
Report”) which this certification accompanies fully complies with the requirements of Section 13(a) or
15(d) of the Securities Exchange Act of 1934 (15 U.S.C. 78m(a) or 78o(d)); and

(2) the information contained in the Report fairly presents, in all material respects, the financial condition
and results of operations of the Company.

/s/ JOHN C. COREY

John C. Corey, President and Chief Executive Officer
March 14, 2008

A signed original of this written statement required by Section 906 of the Sarbanes-Oxley Act of 2002 has
been provided to the Company and will be retained by the Company and furnished to the Securities and Exchange
Commission or its staff upon request.
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EXHIBIT 32.2

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

I, George E. Strickler, Executive Vice President, Chief Financial Officer and Treasurer, of Stoneridge, Inc.
(the “Company”), certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002, that:

(1) the Annual Report on Form 10-K of the Company for the fiscal year ended December 31, 2007 (“the
Report”) which this certification accompanies fully complies with the requirements of Section 13(a) or
15(d) of the Securities Exchange Act of 1934 (15 U.S.C. 78m(a) or 78o(d)); and

(2) the information contained in the Report fairly presents, in all material respects, the financial condition
and results of operations of the Company.

/s/ GEORGE E. STRICKLER

George E. Strickler, Executive Vice President, Chief Financial Officer and
Treasurer
March 14, 2008

A signed original of this written statement required by Section 906 of the Sarbanes-Oxley Act of 2002 has
been provided to the Company and will be retained by the Company and furnished to the Securities and Exchange
Commission or its staff upon request.
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LEFT  TO RIGHT

Vincent F. Suttmeier

Vice President and General Manager of Stoneridge Pollak

Martin Malmvik

Vice President and Managing Director of Stoneridge Electronics OEM

Steven J. Syzdek

Vice President and General Manager of Stoneridge Asia Pacifi c 

Electronics (Suzhou)

George E. Strickler*

Executive Vice President, Chief Financial Offi  cer and Treasurer

John C. Corey*

President, Chief Executive Offi  cer and Director

CORPORATE OFFICES

Stoneridge, Inc.

9400 East Market Street

Warren, Ohio 44484

330.856.2443

www.stoneridge.com

STOCK EXCHANGE

Common Shares of Stoneridge are traded on the New York Stock 

Exchange (NYSE) under the symbol SRI. 

DIVIDEND POLICY

Th e Company has not declared any cash dividends since its initial 

public off ering in 1997. Th e Company presently expects to retain all 

future earnings for use in its business and therefore does not anticipate 

paying any cash dividends in the foreseeable future. In addition, both the 

Company’s senior notes and credit agreement impose limitations on the 

amounts of dividends that can be paid.

TRANSFER AGENT AND REGISTRAR

National City Bank acts as the Transfer Agent and Registrar for the 

Company. Questions on change of ownership, total shares owned, 

consolidation of accounts and other such matters should be sent to:

 National City Bank

 Corporate Trust Operations

 Th ird Floor, North Annex

 4100 West 150th Street

 Cleveland, Ohio 44135-1385

INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Ernst & Young LLP, Cleveland, Ohio, is the independent public 

accounting fi rm retained by the Company.

ANNUAL MEETING

Th e Annual Meeting of Shareholders will take place at 10:00 a.m. 

Monday, May 5, 2008, in Warren, Ohio.

A notice of the meeting, together with a form of proxy and a proxy

statement, will be mailed to shareholders on or about April 4, 2008.

FORM 10K

Stoneridge’s Form 10-K fi led with the Securities and Exchange 

Commission (SEC) for the year ended December 31, 2007, is available 

without cost to shareholders at www.stoneridge.com or upon written 

request to:

 Investor Relations Department

 Stoneridge, Inc.

 9400 East Market Street

 Warren, Ohio 44484

CORPORATE GOVERNANCE

Th e Company’s Corporate Governance Guidelines, Code of Business 

Conduct and Ethics, Code of Ethics for Senior Financial Offi  cers, 

Whistleblower Policy and Procedures, and the charters of the Board’s 

Audit, Compensation, and Nominating and Corporate Governance 

Committees are posted on the Company’s website. Written copies 

of these documents are available to any shareholder upon request by 

contacting the Investor Relations Department.

Michael D. Sloan

Vice President and General Manager of Stoneridge Hi-Stat

Mark J. Tervalon*

Vice President of the Company and President of the Stoneridge Electronics Division

Mike Carnahan

Vice President and General Manager of Stoneridge Electronics North America

Mark Jenkins

Vice President and Managing Director of Stoneridge Electronics Ltd. and 

Stoneridge Pollak Ltd.

Th omas A. Beaver*

Vice President of Global Sales and Systems Engineering

Senior Management

2007 Corporate Information

* Executive Offi  cer



Avery S. Cohen 
[1988]

Secretary

Partner, Baker & Hostetler LLP, a law fi rm

Douglas C. Jacobs 1 
[2004]

Executive Vice President–Finance and Chief Financial Offi  cer of 

Brooklyn NY Holdings LLC, a privately held investment advisory company

William M. Lasky 1,2,3 
[2004]

Chairman of the Board

Former Chairman, President and Chief Executive Offi  cer, JLG Industries, Inc.,

a diversifi ed construction and industrial equipment manufacturer

[     ] Year elected as Director 

1 Member of the Audit Committee

2 Member of the Compensation Committee

3 Member of the Nominating and Corporate Governance Committee

INVESTOR RELATIONS

Information on Stoneridge’s products and services, news releases, 

corporate governance, SEC fi lings and an electronic version of the 

annual report are available at www.stoneridge.com.

Security analysts, investment professionals, shareholders and the 

media may request information and should direct their business-

related inquiries to:

 Investor Relations Department

 Stoneridge, Inc.

 9400 East Market Street

 Warren, Ohio 44484

ANNUAL CERTIFICATIONS

In 2007, Stoneridge’s chief executive offi  cer (CEO) provided to 

the NYSE the annual CEO certifi cation regarding the Company’s 

compliance with the NYSE’s corporate governance listing standards. 

In addition, Stoneridge’s CEO and chief fi nancial offi  cer (CFO) 

fi led with the SEC all required certifi cations regarding the quality 

of the Company’s public disclosures in its fi scal 2007 reports.

 

Board of Directors

FORWARDLOOKIN G STAT EMEN TS

This annual report may contain “forward-looking statements” 

under the Private Securities Litigation Reform Act of 1995. 

Forward-looking statements are subject to risks and uncertainties 

that could cause actual results to diff er materially from those expressed 

in or implied in this report. Further information concerning 

issues that could materially aff ect fi nancial performance related to 

forward-looking statements can be found in Stoneridge’s Annual 

Report on Form 10-K, a copy of which is included in this report, and 

the Company’s periodic fi lings with the SEC. 

LEFT  TO RIGHT

DESIGN BY DIX & EATON

John C. Corey 
[2004]

President, Chief Executive Offi  cer and Director

Earl L. Linehan 2,3 
[1988]

President, Woodbrook Capital, Inc., a venture capital and investment fi rm

Kim Korth 2 
[2006]

Founder, owner and president of IRN, Inc., an international automotive 

consulting fi rm

Sheldon J. Epstein 1,3 
[1988]

Partner, Moss Adams LLP, an independent public accounting fi rm

Jeff rey P. Draime 
[2005]

Owner of Silent Productions, a concert promotions company, and owner of QSL 

Columbus, QSL Dayton, a restaurant franchise



S TO N ERI D G E , I N C .

9400 East Market Street

Warren, Ohio 44484

330.856.2443

www.stoneridge.com
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