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SECURITIES AND EXCHANGE COMMISSION
Washington, D. C. 20549

FORM 10-Q
(Mark One)

T   QUARTERLY REPORT PURSUANT TO SECTION 13 or 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934

For the quarterly period ended September 30, 2009

or

£   TRANSITION REPORT PURSUANT TO SECTION 13 or 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934

For the transition period from ____________ to ____________

Commission file number 1-1373

MODINE MANUFACTURING COMPANY
(Exact name of registrant as specified in its charter)

WISCONSIN 39-0482000
(State or other jurisdiction of incorporation or

organization)
(I.R.S. Employer Identification No.)

1500 DeKoven Avenue, Racine, Wisconsin 53403
(Address of principal executive offices) (Zip Code)

Registrant's telephone number, including area code (262) 636-1200

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days.
Yes T    No £

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T during
the preceding 12 months (or for such shorter period that the registrant was required to submit and post such files).
Yes £    No £
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Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company.  See definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting
company” in Rule 12b-2 of the Exchange Act.

Large Accelerated Filer £ Accelerated Filer T

Non-accelerated Filer £ (Do not check if a smaller reporting company) Smaller reporting company £

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act). Yes £ No T

The number of shares outstanding of the registrant's common stock, $0.625 par value, was 46,244,687 at October 30,
2009.
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PART I.  FINANCIAL INFORMATION
Item 1.  Financial Statements.

MODINE MANUFACTURING COMPANY
CONSOLIDATED STATEMENTS OF OPERATIONS

For the three and six months ended September 30, 2009 and 2008
(In thousands, except per share amounts)

(Unaudited)

Three months ended
September 30

Six months ended
September 30

2009 2008 2009 2008
Net sales $282,298 $390,488 $535,930 $828,359
Cost of sales 239,939 337,857 457,706 702,878
Gross profit 42,359 52,631 78,224 125,481
Selling, general and administrative expenses 37,017 57,520 75,564 116,010
Restructuring (income) expense (3,159 ) 2,872 (1,963 ) 2,819
Impairment of long-lived assets 3,849 3,031 4,843 3,165
Income (loss) from operations 4,652 (10,792 ) (220 ) 3,487
Interest expense 9,643 2,922 15,102 5,545
Other (income) expense – net (976 ) 1,455 (6,681 ) (298 )
Loss from continuing operations before income taxes (4,015 ) (15,169 ) (8,641 ) (1,760 )
Provision for (benefit from) income taxes 871 (2,262 ) 1,887 4,563
Loss from continuing operations (4,886 ) (12,907 ) (10,528 ) (6,323 )
Loss from discontinued operations (net of income taxes) (1,571 ) (1,167 ) (10,432 ) (813 )
Gain on sale of discontinued operations (net of income
taxes) - 848 - 1,697
Net loss $(6,457 ) $(13,226 ) $(20,960 ) $(5,439 )

Loss from continuing operations per common share:
Basic $(0.15 ) $(0.40 ) $(0.32 ) $(0.20 )
Diluted $(0.15 ) $(0.40 ) $(0.32 ) $(0.20 )

Net loss per common share:
Basic $(0.19 ) $(0.41 ) $(0.64 ) $(0.17 )
Diluted $(0.19 ) $(0.41 ) $(0.64 ) $(0.17 )

Dividends per share $- $0.10 $- $0.20

The notes to unaudited condensed consolidated financial statements are an integral part of these statements.
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MODINE MANUFACTURING COMPANY
CONSOLIDATED BALANCE SHEETS
September 30, 2009 and March 31, 2009
(In thousands, except per share amounts)

(Unaudited)

September 30, 2009 March 31, 2009
ASSETS
Current assets:
Cash and cash equivalents $ 54,649 $ 43,536
Short term investments 1,058 1,189
Trade receivables, less allowance for doubtful accounts of $2,640 and $2,831 144,764 122,266
Inventories 90,328 88,077
Assets held for sale 47,282 29,173
Deferred income taxes and other current assets 46,795 41,610
Total current assets 384,876 325,851
Noncurrent assets:
Property, plant and equipment – net 457,647 426,565
Investment in affiliates 8,007 11,268
Goodwill 30,393 25,639
Intangible assets – net 7,448 7,041
Assets held for sale 32,257 34,328
Other noncurrent assets 17,514 21,440
Total noncurrent assets 553,266 526,281
Total assets $ 938,142 $ 852,132
LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities:
Short-term debt $ 10 $ 5,036
Long-term debt – current portion 201 196
Accounts payable 113,104 94,506
Accrued compensation and employee benefits 60,808 67,328
Income taxes 4,659 4,838
Liabilities of business held for sale 43,611 28,018
Accrued expenses and other current liabilities 50,338 51,111
Total current liabilities 272,731 251,033
Noncurrent liabilities:
Long-term debt 179,139 243,982
Deferred income taxes 11,688 9,979
Pensions 69,406 67,367
Postretirement benefits 9,271 9,558
Liabilities of business held for sale 16,088 12,181
Other noncurrent liabilities 16,558 14,195
Total noncurrent liabilities 302,150 357,262
Total liabilities 574,881 608,295
Commitments and contingencies (See Note 20)
Shareholders' equity:
Preferred stock, $0.025 par value, authorized 16,000 shares, issued - none - -
Common stock, $0.625 par value, authorized 80,000 shares, issued 46,799 and
32,790 shares 29,249 20,494
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Additional paid-in capital 159,071 72,800
Retained earnings 206,727 227,687
Accumulated other comprehensive loss (17,559 ) (62,894 )
Treasury stock at cost: 554 and 549 shares (13,922 ) (13,897 )
Deferred compensation trust (305 ) (353 )
Total shareholders' equity 363,261 243,837
Total liabilities and shareholders' equity $ 938,142 $ 852,132

The notes to unaudited condensed consolidated financial statements are an integral part of these statements.
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MODINE MANUFACTURING COMPANY
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

For the six months ended September 30, 2009 and 2008
(In thousands)
(Unaudited)

Six months ended September 30
2009 2008

Cash flows from operating activities:
Net loss $ (20,960 ) $ (5,439 )
Adjustments to reconcile net loss with net cash provided by operating activities:
Depreciation and amortization 33,076 38,705
Impairment of long-lived assets 12,489 3,165
Other – net (631 ) (6,213 )
Net changes in operating assets and liabilities, excluding dispositions (5,105 ) 10,038
Net cash provided by operating activities 18,869 40,256

Cash flows from investing activities:
Expenditures for property, plant and equipment (33,947 ) (46,207 )
Proceeds from dispositions of assets 4,941 10,638
Settlement of derivative contracts (5,438 ) 599
Other – net 3,418 3,145
Net cash used for investing activities (31,026 ) (31,825 )

Cash flows from financing activities:
Short-term debt – net (4,578 ) (3,289 )
Borrowings of long-term debt 49,691 46,812
Repayments of long-term debt (116,422 ) (18,235 )
Book overdrafts (2,048 ) 2,959
Issuance of common stock 93,589 -
Cash dividends paid - (6,451 )
Other – net (488 ) (496 )
Net cash provided by financing activities 19,744 21,300

Effect of exchange rate changes on cash 3,722 (5,636 )
Change in cash balances held for sale (196 ) -
Net increase in cash and cash equivalents 11,113 24,095

Cash and cash equivalents at beginning of period 43,536 38,595
Cash and cash equivalents at end of period $ 54,649 $ 62,690

The notes to unaudited condensed consolidated financial statements are an integral part of these statements.
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MODINE MANUFACTURING COMPANY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(In thousands, except per share amounts)
(unaudited)

Note 1: Overview

The accompanying condensed consolidated financial statements were prepared in conformity with generally accepted
accounting principles (GAAP) in the United States and such principles were applied on a basis consistent with the
preparation of the consolidated financial statements of Modine Manufacturing Company (Modine or the Company)
for the year ended March 31, 2009 filed with the Securities and Exchange Commission in the Company’s current
report on Form 8-K dated September 15, 2009.  The financial statements include all normal recurring adjustments that
are, in the opinion of management, necessary for a fair statement of results for the interim periods.  Results for the
first six months of fiscal 2010 are not necessarily indicative of the results to be expected for the full year.

The March 31, 2009 consolidated balance sheet data was derived from audited financial statements, but does not
include all disclosures required by GAAP.  In addition, certain notes and other information have been condensed or
omitted from these interim financial statements.  Therefore, such statements should be read in conjunction with the
consolidated financial statements and related notes for the year ended March 31, 2009 contained in Modine's current
report on Form 8-K dated September 15, 2009.

Loss from continuing operations:  During the three months ended September 30, 2009, the Company reported a loss
from continuing operations of $4,886 which represents a significant improvement from the loss from continuing
operations of $12,907 reported for the three months ended September 30, 2008.  The results improved despite a
year-over-year reduction in sales of $108,190 due to the impact of the global recession on the Company’s end
markets.  The improvement in loss from continuing operations is due to an improvement in gross margin as a result of
the reduction in direct and indirect costs in the manufacturing facilities through cost reduction actions taken during
fiscal 2009 and the favorable impact of materials pricing.  Selling, general and administrative (SG&A) expenses were
$37,017 for the three months ended September 30, 2009 as compared to $57,520 for the three months ended
September 30, 2008.  This decline of $20,503, or 35.6 percent, is the result of the Company’s execution on the
strategies of its four-point recovery plan, which includes manufacturing realignment, portfolio rationalization, SG&A
reduction and capital allocation discipline.

Liquidity:  The Company’s debt agreements require it to maintain compliance with various covenants.  The most
restrictive limitation in fiscal 2010 is a minimum adjusted earnings before interest, taxes, depreciation and
amortization (EBITDA) covenant.  Adjusted EBITDA is defined as the Company’s (loss) earnings from continuing
operations before interest expense and provision for income taxes, adjusted to exclude unusual, non-recurring or
extraordinary non-cash charges and up to $34,000 of cash restructuring and repositioning charges (reflecting a
covenant amendment in the quarter), and further adjusted to add back depreciation and amortization expense.

The following presents the minimum adjusted EBITDA level requirements with which the Company is required to
comply through the fourth quarter of fiscal 2010:

For the three consecutive quarters ended September 30, 2009 $(14,000 )
For the four consecutive quarters ending December 31, 2009 1,750
For the four consecutive quarters ending March 31, 2010 35,000

The Company’s financial results exceeded the minimum adjusted EBITDA requirement by approximately $55,000 for
the three consecutive quarters ended September 30, 2009.  The Company expects to remain in compliance with this
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covenant throughout the remainder of fiscal 2010 based on the adjusted EBITDA recorded during the first and second
quarters of fiscal 2010 and the projected financial results for the remainder of fiscal 2010.
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MODINE MANUFACTURING COMPANY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(In thousands, except per share amounts)
(unaudited)

In addition to the minimum adjusted EBITDA covenant, the Company is not permitted to incur capital expenditures
greater than $70,000 for fiscal year 2010 (as amended in the quarter) and for all fiscal years thereafter under the terms
of the agreements.  The Company expects to remain in compliance with this covenant in fiscal 2010 and beyond.

On September 30, 2009, the Company completed a public offering of 13,800 shares of its common stock, which
included 1,800 shares issued pursuant to the fully exercised underwriters’ option to purchase additional shares, at a
price of $7.15 per share.  The proceeds of the common stock offering were $93,589, after deducting underwriting
discounts and commissions of $5,081.  The net proceeds from the public offering will be reduced by approximately
$700 during the third quarter of fiscal 2010 when estimated legal, accounting and printing fees incurred in conjunction
with the public offering are paid by the Company.

The Company used $72,548 of the proceeds to reduce outstanding indebtedness, which substantially improved its debt
to adjusted EBITDA (leverage ratio).  In addition, the Company intends to use a portion of the proceeds from the
public offering as follows:

• Protect its vehicular businesses by accelerating restructuring under the four-point recovery plan – On
October 22, 2009 the Company announced the closure of its Harrodsburg, Kentucky facility;

• Accelerate growth in its Commercial Products segment; and
• Fund working capital needs of the business once the Company’s end markets recover from the global recession.

Beginning with the fourth quarter of fiscal 2010, the Company becomes subject to an adjusted EBITDA to interest
expense ratio (interest expense coverage ratio) covenant and a leverage ratio covenant as follows:

Interest Expense Coverage
Ratio Covenant (Not

Permitted to Be Less Than):

Leverage Ratio  Covenant
(Not Permitted to Be Greater

Than):
Fiscal quarter ending March 31, 2010 1.50 to 1.0 7.25 to 1.0
Fiscal quarter ending June 30, 2010 2.00 to 1.0 5.50 to 1.0
Fiscal quarter ending September 30, 2010 2.50 to 1.0 4.75 to 1.0
Fiscal quarter ending December 31, 2010 3.00 to 1.0 3.75 to 1.0
Fiscal quarters ending March 31, 2011and June 30, 2011 3.00 to 1.0 3.50 to 1.0
All fiscal quarters ending thereafter 3.00 to 1.0 3.00 to 1.0

The Company expects to remain in compliance with the interest expense coverage ratio covenant and leverage ratio
covenant in the fourth quarter of fiscal 2010 based on the adjusted EBITDA recorded during the second quarter of
fiscal 2010, the projected financial results for the remaining two quarters of fiscal 2010 and the significant reduction
in the debt balance as a result of the common stock offering.

The Company believes that its internally generated operating cash flows, working capital management efforts, asset
disposition opportunities and existing cash balances, together with access to available external borrowings, will be
sufficient to satisfy future operating costs, capital expenditures and restructuring costs incurred under the four-point
recovery plan.
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MODINE MANUFACTURING COMPANY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(In thousands, except per share amounts)
(unaudited)

Note 2: Significant Accounting Policies and Change in Accounting Principles

Restricted cash:  At September 30, 2009, the Company had long-term restricted cash of $7,522 included in other
noncurrent assets.  This amount primarily collateralizes unrealized losses on commodity derivatives with JPMorgan
Chase Bank, N.A. as the counterparty.

Accounting standards changes and new accounting pronouncements:  In December 2007, the Financial Accounting
Standards Board (FASB) issued updated guidance on business combinations which retained the underlying concepts
that all business combinations are still required to be accounted for at fair value under the acquisition method of
accounting, but changed the method of applying the acquisition method in a number of significant aspects.  For all
business combinations, the entity that acquires the business will record 100 percent of all assets and liabilities of the
acquired business, including goodwill, generally at their fair values.  Certain contingent assets and liabilities acquired
will be recognized at their fair values on the acquisition date and changes in fair value of certain arrangements will be
recognized in earnings until settled.  Acquisition-related transaction and restructuring costs will be expensed rather
than treated as an acquisition cost and included in the amount recorded for assets acquired. Additionally, this new
guidance amended the goodwill disclosure requirements to require a roll-forward of the gross amount of goodwill and
accumulated impairment losses.  This new guidance is effective for the Company on a prospective basis for all
business combinations for which the acquisition date is on or after April 1, 2009, with the exception of the accounting
for valuation allowances on deferred taxes and acquired tax contingencies.  The segments for which the Company
currently has goodwill have not had any historical impairment charges.  This guidance also amends accounting for
income taxes such that adjustments made to valuation allowances on deferred taxes and acquired tax contingencies
associated with acquisitions that close prior to the effective date of the new guidance would also apply the provisions
of that guidance.  Early adoption was not allowed.  The adoption of this standard did not have an impact on previous
acquisitions.

In December 2007, the FASB issued new accounting guidance on consolidations which established new standards that
will govern the accounting for and reporting of (1) non-controlling interests in partially owned consolidated
subsidiaries and (2) the loss of control of subsidiaries.  The Company’s consolidated subsidiaries are wholly owned
and, as such, no non-controlling interests are currently reported in its consolidated financial statements.  Other current
ownership interests are reported under the equity method of accounting under investments in affiliates.  This new
guidance was effective for the Company on a prospective basis on or after April 1, 2009 except for the presentation
and disclosure requirements, which will be applied retrospectively.  Early adoption was not allowed.   The adoption of
this standard did not have an impact on the consolidated financial statements.

In April 2009, the FASB issued new accounting guidance which requires the disclosure about fair value of financial
instruments in interim reporting periods of publicly traded companies similar to the disclosures that were previously
only required in annual financial statements.  The provisions of this new guidance were effective April 1, 2009 and
amend only the disclosure requirements about fair value of financial instruments in interim periods.  Therefore, the
adoption of this guidance had no impact on the Company’s consolidated financial statements.

In May 2009, the FASB issued new accounting guidance on subsequent events which addresses the types and timing
of events that should be reported in the financial statements for events occurring between the balance sheet date and
the date the financial statements are issued or available to be issued.  This guidance was effective for the Company on
June 30, 2009.  The Company reviewed events for inclusion in the financial statements through November 5, 2009,
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the date that the accompanying financial statements were issued.  The adoption of this guidance did not impact the
financial position or results of operations.
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MODINE MANUFACTURING COMPANY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(In thousands, except per share amounts)
(unaudited)

In August 2009, the FASB issued a new accounting standards update on fair value measurements and disclosures that
applies to the fair value measurement of liabilities.  This update provides clarification that in circumstances in which a
quoted price is an active market for the identical liability is not available, companies are required to measure fair value
of the liability using one or both of the following techniques:  (i) the quoted price of an identical liability when traded
as an asset or quoted prices for similar liabilities or similar liabilities when traded as assets or (ii) another valuation
technique (e.g., a market approach or income approach) including a technique based on the amount an entity would
pay to transfer the identical liability, or a technique based on the amount an entity would receive to enter into an
identical liability.  This update is effective for the Company during the third quarter of fiscal 2010.  The Company
does not anticipate that adoption of this update will have a material impact on the consolidated financial statements.

Note 3: Employee Benefit Plans

During the three months ended September 30, 2009 and 2008, the Company recorded compensation expense of
$1,077 and $1,650, respectively, related to its defined contribution employee benefit plans. During the six months
ended September 30, 2009 and 2008, the Company recorded compensation expense of $2,062 and $3,497,
respectively, related to its defined contribution employee benefit plans.

In September 2008, the Company announced that effective January 1, 2009, the Modine Manufacturing Company
Group Insurance Plan – Retiree Medical Plan was being modified to eliminate coverage for retired participants who are
Medicare eligible.  This plan amendment resulted in a $14,283 reduction of the post-retirement benefit obligation,
which has been reflected as a component of other comprehensive income (loss), net of income taxes of $5,305, and
will be amortized to earnings over the future service life of active participants.

During the three and six months ended September 30, 2009 and 2008, the Company recorded settlement charges of
$281 and $280, respectively, related to payments made from the Modine Manufacturing Company Supplemental
Executive Retirement Plan.

Costs for Modine's pension and postretirement benefit plans for the three and six months ended September 30, 2009
and 2008 include the following components:

Three months ended
September 30

Six months ended
September 30

Pension Postretirement Pension Postretirement
2009 2008 2009 2008 2009 2008 2009 2008

Service cost $555 $559 $33 $29 $1,111 $1,259 $65 $92
Interest cost 3,610 3,647 165 304 7,212 7,139 330 768
Expected return on
plan assets (3,766 ) (3,973 ) - - (7,532 ) (8,508 ) - -
Amortization of:
Unrecognized net loss
(gain) 600 114 (594 ) (28 ) 1,150 967 (1,188 ) 66
Unrecognized prior
service cost 90 109 36 (195 ) 181 183 72 (189 )

281 280 - - 281 280 - -
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Adjustment for
settlement
Net periodic benefit
cost (income) $1,370 $736 $(360 ) $110 $2,403 $1,320 $(721 ) $737
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MODINE MANUFACTURING COMPANY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(In thousands, except per share amounts)
(unaudited)

Note 4: Stock-Based Compensation

Stock-based compensation consists of stock options and restricted stock granted for retention and performance.
Compensation cost is calculated based on the fair value of the instrument at the time of grant, and is recognized as
expense over the vesting period of the stock-based instrument.  Modine recognized stock-based compensation cost of
$1,041 and $2,054 for the three months ended September 30, 2009 and 2008, respectively.  Modine recognized
stock-based compensation cost of $2,149 and $2,794 for the six months ended September 30, 2009 and 2008,
respectively.  The performance component of the long-term incentive plan includes earnings per share and total
shareholder return measures based upon a cumulative three year period.  Based upon management’s assessment of
probable attainment, $458 of compensation expense was reversed relative to the earnings per share component of the
fiscal 2008 plan in the first quarter of fiscal 2009.

The following tables present, by type, the fair market value of stock-based compensation awards granted during the
three and six months ended September 30, 2009 and 2008:

Three months ended September 30,
2009 2008

Fair Value Fair Value
Type of award Shares Per Award Shares Per Award
Common stock options - $- - $-
Restricted common stock - retention 54.4 $6.69 13.5 $14.06
Restricted common stock - performance based upon total
shareholder return compared to the S&P 500 - $- - $-
Restricted common stock - performance based upon
cumulative earnings per share - $- - $-

Six months ended September 30,
2009 2008

Fair Value Fair Value
Type of award Shares Per Award Shares Per Award
Common stock options 666.1 $3.34 - $-
Restricted common stock - retention 208.2 $5.45 17.1 $14.64
Restricted common stock - performance based upon total
shareholder return compared to the S&P 500 - $- 101.8 $19.49
Restricted common stock – performance based upon
cumulative earnings per share - $- 209.2 $16.66

8
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MODINE MANUFACTURING COMPANY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(In thousands, except per share amounts)
(unaudited)

The accompanying table sets forth the assumptions used in determining the fair value for the options and performance
awards:

Three and six months ended September
30,

2009 2008

Options
Performance

Awards
Expected life of awards in years 6 3
Risk-free interest rate 3.19 % 2.68 %
Expected volatility of the Company's stock 72.95 % 36.00 %
Expected dividend yield on the Company's stock 0.00 % 2.50 %
Expected forfeiture rate 2.50 % 1.50 %

The Company is prohibited from making dividend payments under its current debt agreements resulting in an
expected dividend yield of 0.00 percent on the Company’s stock.  The Company’s cash flow objectives for the
foreseeable future are funding the business and capital expenditures.

As of September 30, 2009, the total remaining unrecognized compensation cost related to the non-vested stock-based
compensation awards that will be amortized over the weighted average remaining service periods is as follows:

Type of award

Unrecognized
Compenstion

Costs

Weighted
Average

Remaining
Service

Period in
Years

Common stock options $ 1,606 2.6
Restricted common stock - retention 1,546 2.5
Restricted common stock - performance 822 1.3
Total $ 3,974 2.1

Note 5: Other Income (Expense) – Net

Other income (expense) – net was comprised of the following:

Three months ended
September 30

Six months ended
September 30

2009 2008 2009 2008
Equity (loss) earnings of non-consolidated affiliates $(187 ) $624 $222 $1,513
Interest income 123 492 317 930
Foreign currency transactions 1,068 (2,771 ) 4,628 (2,615 )
Other non-operating (expense) income - net (28 ) 200 1,514 470
Total other income (expense) - net $976 $(1,455 ) $6,681 $298
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Foreign currency transactions for the three and six months ended September 30, 2009 and 2008 were primarily
comprised of foreign currency transaction gains (losses) on inter-company loans denominated in a foreign currency.

During the six months ended September 30, 2009, the Company sold its 50 percent ownership of Anhui Jianghaui
Mando Climate Control Co. Ltd. for $4,860, resulting in a gain of $1,465 included in other non-operating income
(expense) – net.
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MODINE MANUFACTURING COMPANY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(In thousands, except per share amounts)
(unaudited)

Note 6: Income Taxes

For the three months ended September 30, 2009 and 2008, the Company’s effective income tax rate attributable to loss
from continuing operations before income taxes was 21.7 percent and -14.9 percent, respectively.  During the second
quarter of fiscal 2010, the Company continued to record an increase in the valuation allowance of $2,012
predominantly against net U.S. deferred tax assets as it is more likely than not that these assets will not be realized
based on historical performance.  During the second quarter of fiscal 2009, the Company recorded a $4,489 valuation
allowance primarily related to its net U.S. deferred tax assets.

For the six months ended September 30, 2009 and 2008, the Company’s effective income tax rate attributable to loss
from continuing operations before income taxes was 21.8 percent and 259.3 percent, respectively.  During the six
months ended September 30, 2009, the Company continued to record an increase in the valuation allowance of $2,401
predominantly against net U.S. deferred tax assets as it is more likely than not that these assets will not be realized
based on historical performance.  During the six months ended September 30, 2008, the Company recorded a $9,321
valuation allowance primarily related to its net U.S. deferred tax assets.

Certain of the Company’s foreign operations generated earnings from continuing operations before income taxes
during the three and six months ended September 30, 2009, which resulted in a foreign income tax provision within
these tax jurisdictions.  The foreign income tax provision more than offsets the income tax benefit recognized on the
domestic loss from continuing operations before income taxes, which resulted in a consolidated provision for income
taxes despite the consolidated loss from continuing operations before income taxes.  The changing mix of foreign
earnings and domestic losses, combined with year-over-year changes in the valuation allowance, are the most
significant factors impacting changes in the effective tax rate for the three and six months ended September 30, 2009
and 2008.

The Company allocates income tax expense between continuing operations, discontinued operations and other
comprehensive income by tax jurisdiction.  In the periods in which there is a loss from continuing operations before
income taxes and pre-tax income in another category (e.g., discontinued operations or other comprehensive income),
income tax expense is first allocated to the other sources of income, with a related tax benefit recorded in continuing
operations.  For the three and six months ended September 30, 2009, the Company allocated income tax expense to
the gain component in other comprehensive income with an offsetting tax benefit in continuing operations.

10
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MODINE MANUFACTURING COMPANY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(In thousands, except per share amounts)
(unaudited)

The following is a reconciliation of the effective tax rate for the three and six months ended September 30, 2009:

Three months ended September 30, 2009
Domestic Foreign Total %

(Loss) earnings from continuing operations before income
taxes $(14,356 ) $10,341 $(4,015 )

(Benefit from) provision for income taxes at federal
statutory rate $(5,025 ) $3,620 $(1,405 ) (35.0 %)
Taxes on non-U.S. earnings and losses and foreign rate
differentials 1,494 (1,849 ) (355 ) (8.8 )
Valuation allowance 2,567 (555 ) 2,012 50.1
Other, net 425 194 619 15.4
(Benefit from) provision for income taxes $(539 ) $1,410 $871 21.7 %

Six months ended September 30, 2009
Domestic Foreign Total %

(Loss) earnings from continuing operations before income
taxes $(24,719 ) $16,078 $(8,641 )

(Benefit from) provision for income taxes at federal
statutory rate $(8,652 ) $5,627 $(3,025 ) (35.0 %)
Taxes on non-U.S. earnings and losses and foreign rate
differentials 3,473 (2,412 ) 1,061 12.3
Valuation allowance 2,481 (80 ) 2,401 27.8
Other, net 869 581 1,450 16.7
(Benefit from) provision for income taxes $(1,829 ) $3,716 $1,887 21.8 %

Accounting policies for interim reporting require the Company to adjust its effective tax rate each quarter to be
consistent with the estimated annual effective tax rate.  Under this effective tax rate methodology, the Company
applies an estimated annual income tax rate to its year-to-date ordinary earnings to derive its income tax provision
each quarter.  The tax impact of certain significant, unusual or infrequently occurring items must be recorded in the
interim period in which they occur.  The impact of the Company’s operations in the U.S., Germany, Italy and certain
other foreign locations should be removed from the overall effective tax rate methodology and recorded discretely
based upon year-to-date results as these operations anticipate net operating losses for the year for which no tax benefit
can be recognized.  The income taxes for the Company’s other foreign operations continue to be estimated under the
overall effective tax rate methodology.

The Company files income tax returns in multiple jurisdictions and is subject to examination by taxing authorities
throughout the world.  During the second quarter of fiscal 2010, the Company was not engaged in any routine income
tax examinations by any federal taxing authority.  The Company was notified during the second quarter of a state
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income tax examination that is in its early stages.  The Company does not expect any significant increase or decrease
in the total amount of unrecognized tax benefits within the next twelve months.
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As further discussed in Note 12, the South Korean business, retained aftermarket environmental liability in the
Netherlands and the Electronics Cooling business are presented as discontinued operations in the comparative
consolidated financial statements.  The loss from discontinued operations has been presented net of income tax
expense (benefit) of $42 and ($360) for the three months ended September 30, 2009 and 2008, respectively, and $93
and $571 for the six months ended September 30, 2009 and 2008, respectively.  For the three and six months ended
September 30, 2008, the gain on sale of discontinued operations for the Electronics Cooling business has been
presented net of income tax (benefit) expense of ($814) and $769, respectively.

Note 7: Earnings Per Share

Effective April 1, 2009, the Company adopted new guidance issued by the FASB that requires unvested share-based
payment awards that contain non-forteitable rights to dividends (whether paid or unpaid) to be treated as participating
securities and included in the computation of basic earnings per share.  The new guidance requires retrospective
application; accordingly, prior periods have been retrospectively adjusted.  Because the Company’s unvested restricted
share awards do not contractually participate in its losses, the Company has not allocated such losses to the unvested
restricted share awards in computing basic earnings per share, using the two-class method, for fiscal 2009.  The
adoption of this guidance had no impact on the Company’s basic and diluted earnings per share for the three and six
months ended September 30, 2008.

12
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The computational components of basic and diluted earnings per share are summarized as follows:

Three months ended
September 30

Six months ended
September 30

2009 2008 2009 2008
Basic and Diluted:
Loss from continuing operations $(4,886 ) $(12,907 ) $(10,528 ) $(6,323 )
Less: Dividends attributable to unvested shares - (19 ) - (40 )
Net loss from continuing operations available to common
shareholders (4,886 ) (12,926 ) (10,528 ) (6,363 )
Discontinued operations:
Loss, net of taxes (1,571 ) (1,167 ) (10,432 ) (813 )
Gain on sale of discontinued operations, net of taxes - 848 - 1,697
Net loss available to common shareholders $(6,457 ) $(13,245 ) $(20,960 ) $(5,479 )

Basic Earnings Per Share:
Weighted average shares outstanding - basic 33,194 32,065 32,629 32,052

Loss from continuing operations per common share $(0.15 ) $(0.40 ) $(0.32 ) $(0.20 )
Discontinued operations:
Loss, net of taxes (0.04 ) (0.04 ) (0.32 ) (0.02 )
Gain on sale of discontinued operations, net of taxes - 0.03 - 0.05
Net loss per common share - basic $(0.19 ) $(0.41 ) $(0.64 ) $(0.17 )

Diluted Earnings Per Share:
Weighted average shares outstanding - diluted 33,194 32,065 32,629 32,052

Loss from continuing operations per common share $(0.15 ) $(0.40 ) $(0.32 ) $(0.20 )
Discontinued operations:
Loss, net of taxes (0.04 ) (0.04 ) (0.32 ) (0.02 )
Gain on sale of discontinued operations, net of taxes - 0.03 - 0.05
Net loss per common share - diluted $(0.19 ) $(0.41 ) $(0.64 ) $(0.17 )

For the three and six months ended September 30, 2009, the calculation of diluted earnings per share excludes all
potentially dilutive shares which includes 3,013 stock options as these shares were anti-dilutive.  For the three and six
months ended September 30, 2008, the calculation of diluted earnings per share excludes 2,621 stock options and 401
performance awards as these shares were anti-dilutive.
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Note 8: Comprehensive Income (Loss)

Comprehensive income (loss), which represents net loss adjusted by the change in accumulated other comprehensive
income (loss) was as follows:

Three months ended
September 30

Six months ended
September 30

2009 2008 2009 2008
Net loss $(6,457 ) $(13,226 ) $(20,960 ) $(5,439 )
Foreign currency translation 14,343 (53,169 ) 41,118 (50,344 )
Cash flow hedges 1,912 (6,063 ) 4,459 (6,206 )
Change in benefit plan adjustment (398 ) 3,616 (242 ) 4,256
Post-retirement plan amendment - 8,978 - 8,978
Total comprehensive income (loss) $9,400 $(59,864 ) $24,375 $(48,755 )

Note 9: Inventories

The amounts of raw materials, work in process and finished goods cannot be determined exactly except by physical
inventories.  Based on partial interim physical inventories and percentage relationships at the time of complete
physical inventories, management believes the amounts shown below are reasonable estimates of raw materials, work
in process and finished goods.

September 30, 2009 March 31, 2009
Raw materials and work in process $ 65,060 $ 64,159
Finished goods 25,268 23,918
Total inventories $ 90,328 $ 88,077

Note 10: Property, Plant and Equipment

Property, plant and equipment consisted of the following:

September 30, 2009 March 31, 2009
Gross property, plant and equipment $ 1,134,432 $ 1,046,929
Less accumulated depreciation (676,785 ) (620,364 )
Net property, plant and equipment $ 457,647 $ 426,565

A long-lived asset impairment charge of $3,849 was recorded during the three months ended September 30, 2009
related to assets in the Original Equipment – North America segment for the Harrodsburg, Kentucky manufacturing
facility based on the Company’s intention to close this facility and a program that was not able to support its asset base.

A long-lived asset impairment charge of $4,843 was recorded during the six months ended September 30, 2009.  The
impairment charge included $4,615 related to assets in the Original Equipment – North America segment for the
Harrodsburg, Kentucky manufacturing facility based on the Company’s intention to close this facility and a program
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that was not able to support its asset base.

A long-lived asset impairment charge of $3,031 was recorded during the three months ended September 30,
2008.  The impairment charge included $2,661 related to assets in the Original Equipment – North America segment
for a program that was not able to support its asset base and for assets no longer in use.  Also included in the
impairment charge was $370 related to certain assets in the Commercial Products segment for the cancellation of a
product in its development stage.
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Note 11: Restructuring, Plant Closures and Other Related Costs

During fiscal 2008, the Company announced the closure of three U.S. manufacturing plants in Camdenton, Missouri;
Pemberville, Ohio; and Logansport, Indiana, along with the Tübingen, Germany facility.  These measures are aimed at
realigning the Company’s manufacturing operations, improving profitability and strengthening global
competitiveness.  These closures are anticipated to be completed by the end of fiscal 2012.

During fiscal 2009, the Company completed workforce reductions across all business segments.  The completed
workforce reductions included approximately a 25 percent reduction of the workforce in the Company’s Racine,
Wisconsin headquarters and a significant reduction throughout its European facilities including its European
headquarters in Bonlanden, Germany.

Since the commencement of these plant closures and workforce reductions, the Company has incurred $32,364 of
termination charges, $1,863 of pension curtailment charges and $12,995 of other closure costs in the aggregate.  The
Company also anticipates that it will incur the following additional costs through fiscal 2012: $4,000 of
employee-related costs and $9,000 of other costs such as equipment moving costs, accelerated depreciation and
miscellaneous facility closing costs.  In addition, the Company anticipates that it will incur additional cash
expenditures of approximately $7,000 related to these closures.

Changes in the accrued restructuring liability for the three and six months ended September 30, 2009 and 2008 were
comprised of the following, related to the above-described restructuring activities:

Three months ended September 30
2009 2008

Termination Benefits:
Balance, July 1 $ 14,709 $ 4,542
Additions 32 2,463
Adjustments (3,191 ) (276 )
Effect of exchange rate changes 352 -
Payments (2,990 ) (446 )
Balance, September 30 $ 8,912 $ 6,283

Six months ended September 30
2009 2008

Termination Benefits:
Balance, April 1 $ 21,412 $ 5,161
Additions 1,332 2,649
Adjustments (3,295 ) (515 )
Effect of exchange rate changes 907 -
Payments (11,444 ) (1,012 )
Balance, September 30 $ 8,912 $ 6,283
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The following is the summary of restructuring and other repositioning costs recorded relative to the above-described
programs during the three and six months ended September 30, 2009 and 2008:

Three months ended
September 30

Six months ended
September 30

2009 2008 2009 2008
Restructuring (income) expense:
Employee severance and related benefits $(3,159 ) $2,187 $(1,963 ) $2,134
Non-cash employee related benefits - 685 - 685
Total restructuring (income) expense (3,159 ) 2,872 (1,963 ) 2,819

Other repositioning costs:
Consulting fees 261 1,242 1,223 2,499
Miscellaneous other closure costs 1,331 1,075 2,256 2,575
Total other repositioning costs 1,592 2,317 3,479 5,074
Total restructuring and other repositioning (income) expense $(1,567 ) $5,189 $1,516 $7,893

The total restructuring and other repositioning income of $1,567 and expense of $1,516 were recorded in the
consolidated statements of operations for the three and six months ended September 30, 2009, respectively, as
follows: $1,331 and $2,256 were recorded as a component of cost of sales; $261 and $1,223 were recorded as a
component of selling, general and administrative expenses; and $3,159 and $1,963 were recorded as restructuring
income.  The total restructuring and other repositioning costs of $5,189 and $7,893 were recorded in the consolidated
statements of operations for the three and six months ended September 30, 2008, respectively, as follows: $1,075 and
$2,575 were recorded as a component of cost of sales; $1,242 and $2,499 were recorded as a component of selling,
general and administrative expenses; and $2,872 and $2,819 were recorded as restructuring expense.  The Company
accrues severance in accordance with its written plan, procedures and relevant statutory requirements.  Restructuring
income relates to reversals of severance liabilities due to employee terminations prior to completion of required
retention periods and favorable negotiations of severance packages.  During the second quarter of fiscal 2010, final
severance negotiations were reached including an early retirement option in lieu of severance.

Subsequent event:  On October 22, 2009, the Company announced the anticipated closure of its Harrodsburg,
Kentucky manufacturing facility.  This closure is anticipated to be completed over the next six to nine months.  Costs
which are anticipated to be incurred related to this closure are approximately $3,100, consisting of $1,800 of
employee-related costs and $1,300 of other costs such as equipment moving costs and miscellaneous facility closing
costs.  Total additional cash expenditures of approximately $3,800 are anticipated to be incurred related to this
closure, including approximately $700 of capital expenditures to be incurred in conjunction with the transfer of
customer programs to other manufacturing facilities.

Note 12: Discontinued Operations and Assets Held for Sale

During fiscal 2009, the Company announced the intended divestiture of the South Korean-based heating, ventilating
and air conditioning (HVAC) business.  Based on the accounting for the disposal of long-lived assets, it was
determined during the fourth quarter of fiscal 2009 that the South Korean business should be presented as held for sale
and as a discontinued operation in the consolidated financial statements.  The South Korean business was formerly
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presented as part of the Original Equipment – Asia segment.  The balance sheet amounts relating to the South Korean
business have been reclassified to assets held for sale and liabilities of business held for sale on the consolidated
balance sheet, and the operating results have been separately presented as a discontinued operation in the consolidated
statement of operations for all periods presented.
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During the second quarter of fiscal 2010, the Company recorded environmental cleanup and remediation expenses of
$671 as a component of loss from discontinued operations related to a facility in the Netherlands that was sold as part
of the spin off of the Company’s Aftermarket business on July 22, 2005.

During the first quarter of fiscal 2009, the Company sold substantially all of the assets of its Electronics Cooling
business for $13,149, $2,510 of which is in the form of seller financing with subordinated, promissory notes delivered
by the buyer, with the remaining sales proceeds of $10,639 received in cash.   Transaction expenses of $437 were paid
by the Company during the first quarter of fiscal 2009.  The Company recorded a gain on sale, net of income taxes, of
$848 and $1,697 for the three and six months ended September 30, 2008.

The major classes of assets and liabilities held for sale of the South Korean business at September 30, 2009 and March
31, 2009 included in the consolidated balance sheets were as follows:

September 30, 2009 March 31, 2009
Assets held for sale:
Cash $ 197 $ -
Receivables - net 29,162 17,533
Inventories 12,518 9,097
Other current assets 5,405 2,543
Total current assets held for sale 47,282 29,173
Property, plant and equipment - net 31,284 33,500
Other noncurrent assets 973 828
Total noncurrent assets held for sale 32,257 34,328
Total assets held for sale $ 79,539 $ 63,501

Liabilities of business held for sale:
Accounts payable $ 29,662 $ 20,048
Accrued expenses and other current liabilities 13,949 7,970
Total current liabilities of business held for sale 43,611 28,018
Other noncurrent liabilities 16,088 12,181
Total liabilities of business held for sale $ 59,699 $ 40,199
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The following results of the South Korean business, the Electronics Cooling business and the environmental cleanup
and remediation in the Netherlands have been presented as loss from discontinued operations in the consolidated
statement of operations:

Three months ended
September 30

Six months ended
September 30

2009 2008 2009 2008

Net sales $44,690 $42,776 $82,252 $106,943
Cost of sales and other expenses 46,219 44,303 92,591 107,185
Loss before income taxes (1,529 ) (1,527 ) (10,339 ) (242 )
Provision for (benefit from) income taxes 42 (360 ) 93 571
Loss from discontinued operations $(1,571 ) $(1,167 ) $(10,432 ) $(813 )

During the six months ended September 30, 2009, the Company recorded a loss of $7,646 on the South Korean asset
group to reduce its carrying value to the estimated fair value less costs to sell.

Note 13: Goodwill and Intangible Assets

Changes in the carrying amount of goodwill during the first six months of fiscal 2010, by segment and in the
aggregate, are summarized in the following table:

OE -Asia
South

America
Commercial

Products Total

Balance, March 31, 2009 $ 517 $ 10,632 $ 14,490 $ 25,639
Fluctuations in foreign currency 2 3,293 1,459 4,754
Balance, September 30, 2009 $ 519 $ 13,925 $ 15,949 $ 30,393

Intangible assets are comprised of the following:

September 30, 2009 March 31, 2009
Gross

Carrying
Value

Accumulated
Amortization

Net
Intangible

Assets

Gross
Carrying

Value
Accumulated
Amortization

Net
Intangible

Assets

Amortized intangible assets:
Patents and product
technology $3,952 $ (3,952 ) $- $3,952 $ (3,952 ) $-
Trademarks 9,051 (2,665 ) 6,386 8,395 (2,192 ) 6,203
Other intangibles 417 (303 ) 114 352 (204 ) 148
Total amortized intangible
assets 13,420 (6,920 ) 6,500 12,699 (6,348 ) 6,351
Unamortized intangible assets:
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Tradename 948 - 948 690 - 690
Total intangible assets $14,368 $ (6,920 ) $7,448 $13,389 $ (6,348 ) $7,041

Amortization expense was $162 and $244 for the three months ended September 30, 2009 and 2008, respectively, and
$333 and $516 for the six months ended September 30, 2009 and 2008, respectively.  Total estimated annual
amortization expense expected for the remainder of fiscal year 2010 through 2015 and beyond is as follows:
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Fiscal
Year

Estimated
Amortization

Expense

Remainder
of 2010

$337

2011 651
2012 603
2013 603
2014 603

2015 &
Beyond

3,703

Note 14: Indebtedness

The Company has $75,000, 10.0 percent Senior Notes issued in a private placement, maturing on September 29, 2015
(“2015 Notes”), and $50,000, 10.75 percent Senior Notes maturing on December 7, 2017 (“2017 Notes A”) and $25,000,
10.75 percent Senior Notes maturing on December 7, 2017 issued in a second private placement (“2017 Notes B”).  The
Company also has a $175,000 revolving credit facility which is due to expire in July 2011.  On May 15, 2009, Modine
Holding GmbH and Modine Europe GmbH, each a subsidiary of the Company, entered into a Credit Facility
Agreement with an available line of 15,000 euro ($21,952 U.S. equivalent) with Deutsche Bank AG.  The credit
facility is available until March 14, 2010 and is secured by the assets of Modine Holding GmbH and its
subsidiaries.  Under the terms of the credit agreement, the availability under the domestic revolving credit facility was
reduced by $15,000 to $160,000 upon the effective date of the Deutsche Bank AG credit facility.

In September 2009, the Company entered into a Second Amendment to Credit Agreement and a Third Amendment to
Credit Agreement with its primary lenders and a Waiver and Third Amendment to Note Purchase Agreement and a
Fourth Amendment to Note Purchase Agreement with the Senior Note holders.  These agreements waived technical
defaults which existed at the time of the amendments.  In addition, various amendments were made to the existing
debt agreements as further discussed below:

•The amount of cash restructuring charges that may be added back for purposes of calculating adjusted EBITDA was
increased by $20,000, to $34,000;

•The amount of permitted capital expenditures was increased by $5,000 from $65,000 to $70,000 for the current
fiscal year, and any amount of unused capital expenditures for the current fiscal year (not to exceed $5,000) may be
carried over to the next fiscal year; and

•The amount of off-balance sheet liabilities for sale leasebacks after February 17, 2009 and the interest component of
such sale leasebacks that are excluded from total debt and interest expense for covenant purposes was increased
from $20,000 to $30,000.

The Company was required to prepay its outstanding revolving credit facility and Senior Note borrowings with 50%
of the net proceeds from the September 30, 2009 common stock offering, resulting in a mandatory prepayment of
$46,438.  In conjunction with the mandatory prepayment of the Senior Note borrowings, the Company was required to
pay a prepayment penalty of $3,449 to the holders of the Senior Notes.  The availability under the revolving credit
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facility was reduced by $17,890 to $142,110 for the portion of the mandatory prepayment that was applied to the
outstanding revolving credit facility.  In addition to the mandatory prepayment, the Company voluntarily repaid its
outstanding revolving credit facility by an additional $26,110 with a portion of the proceeds from the common stock
offering.
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At September 30, 2009, the Company had $60,726 outstanding on the 2015 Notes, $40,484 outstanding on the 2017
Notes A and $20,242 outstanding on the 2017 Notes B.  There was $50,000 outstanding under the revolving credit
facility.

At September 30, 2009, the Company had $92,110 available for future borrowings under the revolving credit
facility.  In addition to this credit facility, unused lines of credit also exist in Europe and Brazil, totaling $36,556.  In
the aggregate, the Company had total available lines of credit of $128,666 at September 30, 2009.

After giving consideration to the amendments and waivers the Company received during the quarter, the Company
was in compliance with its debt covenants as of September 30, 2009.

The fair value of long-term debt is estimated by discounting the future cash flows at rates offered to the Company for
similar debt instruments of comparable maturities.  At September 30, 2009 and March 31, 2009, the carrying value of
Modine’s long-term debt approximated fair value, with the exception of the Senior Notes, which have a fair value of
approximately $115,007 and $124,418 at September 30, 2009 and March 31, 2009.

Note 15: Financial Instruments

Concentrations of Credit Risk: The Company invests excess cash in investment quality short-term liquid debt
instruments.  Such investments are made only in instruments issued by high quality institutions. Financial instruments
that potentially subject the Company to significant concentrations of credit risk consist principally of accounts
receivable.  The Company sells a broad range of products that provide thermal solutions to a diverse group of
customers operating throughout the world.  At September 30, 2009 and March 31, 2009, approximately 43 percent of
the Company's trade accounts receivables were from the Company's top ten individual customers.  These customers
operate primarily in the automotive, truck and heavy equipment markets and are all influenced by many of the same
market and general economic factors.  To reduce credit risk, the Company performs periodic customer credit
evaluations and actively monitors their financial condition and developing business news.  The Company does not
generally require collateral or advanced payments from its customers, but does so in those cases where a substantial
credit risk is identified.  Credit losses to customers operating in the markets served by the Company have not been
material.  Total bad debt write-offs have been well below one percent of outstanding trade receivable balances for the
presented periods.  See Note 20 for further discussion on market, credit and counterparty risks.

Inter-Company Loans Denominated in Foreign Currencies:  The Company has certain foreign-denominated long-term
inter-company loans that are sensitive to foreign exchange rates.  At September 30, 2009, the Company had an
inter-company loan totaling $8,850 with its wholly owned subsidiary, Modine do Brasil Sistemas Termicos Ltda.
(Modine Brazil), that matures on May 8, 2011.  Modine Brazil paid $3,350 and $6,050 on this inter-company loan
during the three and six months ended September 30, 2009, respectively.

The Company also has other inter-company loans outstanding at September 30, 2009 as follows:
•$11,460 loan to its wholly owned subsidiary, Modine Thermal Systems Private Limited (Modine India), that

matures on April 30, 2013; and
•$12,000 between two loans to its wholly owned subsidiary, Modine Thermal Systems (Changzhou) Co. Ltd.

(Changzhou, China), with various maturity dates through June 2012.
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derivative instruments to hedge this exposure.
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Note 16: Foreign Exchange Contracts/Derivatives/Hedges

Modine uses derivative financial instruments from time to time as a tool to manage certain financial risks.  Their use
has been restricted primarily to hedging assets and obligations already held by Modine, and they have been used to
protect cash flows rather than generate income or engage in speculative activity.  Leveraged derivatives are prohibited
by Company policy.

Accounting for derivatives and hedging activities requires derivative financial instruments to be measured at fair value
and recognized as assets or liabilities in the consolidated balance sheets.  Accounting for the gain or loss resulting
from the change in the fair value of the derivative financial instruments depends on whether it has been designed, and
is effective, as a hedge and, if so, on the nature of the hedging activity.

Commodity derivatives:  The Company enters into futures contracts related to certain of the Company’s forecasted
purchases of aluminum and natural gas.  The Company’s strategy in entering into these contracts is to reduce its
exposure to changing purchase prices for future purchases of these commodities.  These contracts have been
designated as cash flow hedges by the Company.  Accordingly, unrealized gains and losses on these contracts are
deferred as a component of other comprehensive income (loss), and recognized as a component of earnings at the
same time that the underlying purchases of aluminum and natural gas impact earnings.  During the six months ended
September 30, 2009, the Company did not enter into any new futures contracts for commodities.

Foreign exchange contracts: Modine maintains a foreign exchange risk management strategy that uses derivative
financial instruments in a limited way to mitigate foreign currency exchange risk.  Modine periodically enters into
foreign currency exchange contracts to hedge specific foreign currency denominated transactions.  Generally, these
contracts have terms of 90 or fewer days.  The effect of this practice is to minimize the impact of foreign exchange
rate movements on Modine’s earnings.  Modine’s foreign currency exchange contracts do not subject it to significant
risk due to exchange rate movements because gains and losses on these contracts offset gains and losses on the assets
and liabilities being hedged.  As of September 30, 2009, the Company had no outstanding forward foreign exchange
contracts.

The Company has a number of investments in wholly owned foreign subsidiaries and non-consolidated foreign joint
ventures. The net assets of these subsidiaries are exposed to currency exchange rate volatility.  From time to time, the
Company uses non-derivative financial instruments to hedge, or offset, this exposure.  As of September 30, 2009,
there were no outstanding foreign-denominated borrowings on the parent company’s balance sheet to offset this
exposure.

Interest rate derivatives: On August 5, 2005, the Company entered into a one-month forward ten-year treasury interest
rate lock in anticipation of a private placement borrowing which occurred on September 29, 2005.  The contract was
settled on September 1, 2005 with a loss of $1,794.  On October 25, 2006, the Company entered into two forward
starting swaps in anticipation of the $75,000 private placement debt offering that occurred on December 7, 2006.  On
November 14, 2006, the fixed interest rate of the private placement borrowing was locked and, accordingly, the
Company terminated and settled the forward starting swaps at a loss of $1,812.  These interest rate derivatives were
treated as cash flow hedges of forecasted transactions.  Accordingly, the losses are reflected as a component of
accumulated other comprehensive income (loss), and are being amortized to interest expense over the respective lives
of the borrowings.  The Company amortized $462 of the interest rate derivatives in proportion with the mandatory
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MODINE MANUFACTURING COMPANY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(In thousands, except per share amounts)
(unaudited)

The fair value of the derivative financial instruments recorded in the consolidated balance sheets as of September 30,
2009 are as follows:

Balance Sheet Location September 30, 2009
Derivative instruments designated as cash
flow hedges:
Commodity derivatives Accrued expenses and other current liabilities $ 3,104

The amounts recorded in accumulated other comprehensive income (loss) (AOCI) as of September 30, 2009, and in
the consolidated statement of operations for the three and six months ended September 30, 2009 are as follows:

Three months ended Six months ended
September 30, 2009 September 30, 2009

Amount of Loss
Recognized in

AOCI

Location of
Loss

Reclassified
from AOCI into

Continuing
Operations

Amount of Loss
Reclassified from

AOCI into
Continuing
Operations

Amount of Loss
Reclassified from

AOCI into
Continuing
Operations

Designated derivative instruments:
Commodity derivatives $ 6,011 Cost of sales $ 1,689 $ 4,755
Interest rate derivative 1,041 Interest expense 550 635
Total $ 7,052 $ 2,239 $ 5,390

Note 17: Fair Value Measurements

Fair value measurements are classified under the following hierarchy:

• Level 1 – Quoted prices for identical instruments in active markets.
•Level 2 – Quoted prices for similar instruments in active markets; quoted prices for identical or similar instruments in

markets that are not active; and model-derived valuations in which all significant inputs or significant value-drivers
are observable in active markets.

•Level 3 – Model-derived valuations in which one or more significant inputs or significant value-drivers are
unobservable.

When available, the Company used quoted market prices to determine fair value and classified such measurements
within Level 1.  In some cases, where market prices are not available, the Company makes use of observable
market-based inputs to calculate fair value, in which case the measurements are classified within Level 2.  If quoted or
observable market prices are not available, fair value is based upon internally developed models that use, where
possible, current market-based parameters such as interest rates, yield curves, currency rates, etc.  These
measurements are classified within Level 3.

Fair value measurements are classified according to the lowest level input or value-driver that is significant to the
valuation.  A measurement may therefore be classified within Level 3 even though there may be significant inputs that
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Trading securities
The Company’s trading securities are a mix of various investments maintained in a deferred compensation trust to fund
future obligations under Modine’s non-qualified deferred compensation plan.  The securities’ fair values are the market
values from active markets (such as the New York Stock Exchange (NYSE)) and are classified within Level 1 of the
valuation hierarchy.
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MODINE MANUFACTURING COMPANY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(In thousands, except per share amounts)
(unaudited)

Derivative financial instruments
As part of the Company’s risk management strategy, Modine enters into derivative transactions to mitigate certain
identified exposures.  The derivative instruments include currency options and commodity derivatives.  These are not
exchange traded and are customized over-the-counter derivative transactions.  These derivative exposures are with
counterparties that have long-term credit ratings of BBB – or better.

The Company measures fair value assuming that the unit of account is an individual derivative transaction and that
derivatives are sold or transferred on a stand-alone basis.  Therefore, derivative assets and liabilities are presented on a
gross basis without consideration of master netting arrangements.  The Company estimates the fair value of these
derivative instruments based on dealer quotes as the dealer is willing to settle at the quoted prices.  These derivative
instruments are classified within Level 2 of the valuation hierarchy.

Deferred compensation obligation
The fair value of the deferred compensation obligation is recorded at the fair value of the investments held by the
deferred compensation trust.  As noted above, the fair values are the market values directly from active markets (such
as the NYSE) and are classified within Level 1 of the valuation hierarchy.

At September 30, 2009, the assets and liabilities that are measured at fair value on a recurring basis are classified as
follows:

Level 1 Level 2 Level 3

Total
Assets /

Liabilities
at Fair
Value

Assets:
Trading securities (short term investments) $1,058 $- $- $1,058
Total assets $1,058 $- $- $1,058

Liabilities:
Derivative financial instruments $- $3,104 $- $3,104
Deferred compensation obligation 2,099 - - 2,099
Total liabilitites $2,099 $3,104 $- $5,203

Note 18: Product Warranties and Other Commitments

Product warranties: Modine provides product warranties for its assorted product lines with warranty periods generally
ranging from one to ten years, with the majority falling within a two to four year time period.  The Company accrues
for estimated future warranty costs in the period in which the sale is recorded, and warranty expense estimates are
forecasted based on the best information available using analytical and statistical analysis of both historical and
current claim data.  These expenses are adjusted when it becomes probable that expected claims will differ from initial
estimates recorded at the time of the sale.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(In thousands, except per share amounts)
(unaudited)

Changes in the warranty liability were as follows:

Three months ended September
30

2009 2008

Balance, July 1 $ 9,134 $ 12,314
Accruals for warranties issued in current period 1,877 1,747
Accruals (reversals) related to pre-existing warranties 1,628 (165 )
Settlements made (1,943 ) (2,111 )
Effect of exchange rate changes 333 (1,251 )
Balance, September 30 $ 11,029 $ 10,534

Six months ended September
30

2009 2008

Balance, April 1 $ 9,107 $ 14,459
Accruals for warranties issued in current period 3,149 3,539
Accruals (reversals) related to pre-existing warranties 1,414 (539 )
Settlements made (3,613 ) (5,754 )
Effect of exchange rate changes 972 (1,171 )
Balance, September 30 $ 11,029 $ 10,534

Commitments: At September 30, 2009, the Company had capital expenditure commitments of $29,251.  Significant
commitments include tooling and equipment expenditures for new and renewal platforms with new and current
customers in Europe and North America.

Note 19: Segment Information

During the first quarter of fiscal 2010, the Company implemented certain management reporting changes resulting in
the transfer of support department costs originally included in Corporate and administrative into the Original
Equipment – North America segment.  The previously reported segment results for the Corporate and administrative
and the Original Equipment – North America segments have been retrospectively adjusted for comparative purposes.

During the second quarter of fiscal 2010, the Company implemented certain management reporting changes resulting
in the realignment of the Fuel Cell segment into the Original Equipment – North America segment.  The previously
reported segment results for the Original Equipment – North America segment have been retrospectively adjusted for
comparative purposes.
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(In thousands, except per share amounts)
(unaudited)

The following is a summary of net sales, (loss) earnings from continuing operations and total assets by segment:

Three months ended
September 30

Six months ended
September 30

2009 2008 2009 2008
Sales :
Original Equipment - Asia $7,183 $3,464 $13,477 $9,049
Original Equipment - Europe 112,340 169,858 217,608 386,986
Original Equipment - North America 100,745 127,600 192,263 261,939
South America 27,976 44,772 50,617 86,118
Commercial Products 45,221 53,186 79,585 102,070
Segment sales 293,465 398,880 553,550 846,162
Corporate and administrative 692 885 1,538 1,734
Eliminations (11,859 ) (9,277 ) (19,158 ) (19,537 )
Sales from continuing operations $282,298 $390,488 $535,930 $828,359

Operating earnings (loss):
Original Equipment - Asia $(1,351 ) $(2,284 ) $(2,955 ) $(4,166 )
Original Equipment - Europe 7,151 9,630 9,357 36,486
Original Equipment - North America 1,347 (13,877 ) 4,093 (24,182 )
South America 2,315 6,418 3,508 10,608
Commercial Products 5,779 4,835 8,204 8,708
Segment earnings 15,241 4,722 22,207 27,454
Corporate and administrative (10,611 ) (15,480 ) (22,541 ) (23,979 )
Eliminations 22 (34 ) 114 12
Other items not allocated to segments (8,667 ) (4,377 ) (8,421 ) (5,247 )
Loss from continuing operations before income taxes $(4,015 ) $(15,169 ) $(8,641 ) $(1,760 )

September 30, 2009 March 31, 2009
Assets:
Original Equipment - Asia $ 54,552 $ 46,539
Original Equipment - Europe 375,148 338,819
Original Equipment - North America 215,893 222,336
South America 83,693 66,620
Commercial Products 83,618 75,967
Corporate and administrative 62,678 50,794
Assets held for sale 79,539 63,501
Eliminations (16,979 ) (12,444 )
Total assets $ 938,142 $ 852,132

Note 20: Contingencies and Litigation
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Market risk:  The Company sells a broad range of products that provide thermal solutions to a diverse group of
customers operating primarily in the automotive, truck, heavy equipment and commercial heating and air conditioning
markets.  The recent adverse events in the global financial and commercial markets have created a significant
downturn in the Company’s vehicular markets and, to a lesser extent, in its commercial heating and air conditioning
markets.  The current economic uncertainty makes it difficult to predict future conditions in these markets.  A
sustained economic downturn in any of these markets could have a material adverse effect on the Company’s future
results of operations or liquidity.  The Company is responding to these market conditions through its continued
implementation of its four-point recovery plan as follows:

25

Edgar Filing: MODINE MANUFACTURING CO - Form 10-Q

45



Index

MODINE MANUFACTURING COMPANY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(In thousands, except per share amounts)
(unaudited)

•Manufacturing realignment – aligning the manufacturing footprint to maximize asset utilization and improve the
Company’s cost competitive position;

•Portfolio rationalization – identifying products or businesses which should be divested or exited as they do not meet
required financial metrics;

•Selling, general and administrative (SG&A) expense reduction – reducing SG&A expenses on an absolute basis and
SG&A expenses as a percentage of sales through diligent cost containment actions; and

• Capital allocation discipline – allocating capital spending to operating segments and business programs that
will provide the highest return on investment.

Credit risk:  The recent adverse events in the global financial markets have increased credit risks on investments to
which Modine is exposed or where Modine has an interest.  The Company manages credit risks through its focus on
the following:

•Cash and investments – cash deposits and short-term investments are reviewed to ensure banks have credit ratings
acceptable to the Company and that all short-term investments are maintained in secured or guaranteed instruments;

•Pension assets – ensuring that investments within these plans provide appropriate diversification, monitoring of
investment teams and ensuring that portfolio managers are adhering to the Company’s investment policies and
directives, and ensuring that exposure to high risk securities and other similar assets is limited; and

• Insurance – ensuring that insurance providers have acceptable financial ratings to the Company.

Counterparty risks:  The recent adverse events in the global financial and economic markets have also increased
counterparty risks.  The Company manages counterparty risks through its focus on the following:

•Customers – performing thorough review of customer credit reports and accounts receivable aging reports by an
internal credit committee;

•Suppliers – implementation of a supplier risk management program and utilizing industry sources to identify and
mitigate high risk situations; and

•Derivatives – ensuring that counterparties to derivative instruments have credit ratings acceptable to the Company.

Environmental: At present, the United States Environmental Protection Agency (USEPA) has designated the
Company as a potentially responsible party (PRP) for remediation of three sites with which the Company had
involvement.  These sites include: Alburn Incinerator, Inc./Lake Calumet Cluster (Illinois), LWD, Inc. (Kentucky),
and a scrap metal site known as Chemetco (Illinois).  These sites are not Company owned and allegedly contain
materials attributable to Modine from past operations.  The percentage of material allegedly attributable to Modine is
relatively low. Remediation of these sites is in various stages of administrative or judicial proceedings and includes
recovery of past governmental costs and for future investigations and remedial actions. Costs anticipated for the
remedial settlement of these sites cannot be reasonably defined at this time; however those costs are not believed to be
material and have not been accrued based upon the relatively small portion of materials allegedly contributed by
Modine.  Modine is also voluntarily participating in the care for an inactive landfill owned by the City of Trenton
(Missouri).
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The Company has also recorded other environmental cleanup and remediation expense accruals for certain facilities
located in the United States, Brazil, and The Netherlands.  These expenditures generally relate to facilities where past
operations followed practices and procedures that were considered acceptable under then existing regulations, or
where the Company is a successor to the obligations of prior owners and current laws and regulations require
investigative and/or remedial work to ensure sufficient environmental compliance.

Other litigation:  In the normal course of business, the Company and its subsidiaries are named as defendants in
various other lawsuits and enforcement proceedings by private parties, the Occupational Safety and Health
Administration, the Environmental Protection Agency, other governmental agencies and others in which claims, such
as personal injury, property damage, intellectual property or antitrust and trade regulation issues, are asserted against
Modine.

If a loss arising from environmental and other litigation matters is probable and can reasonably be estimated, the
Company records the amount of the estimated loss, or the minimum estimated liability when the loss is estimated
using a range, and no point within the range is more likely than another.  The undiscounted reserves for these matters
totaled $2,667 and $1,976 at September 30, 2009 and March 31, 2009, respectively.  Additional reserves of $720 were
recorded during the three and six months ended September 30, 2009, of which $671 was recorded as a component of
loss from discontinued operations.  No additional reserves were recorded for the three and six months ended
September 30, 2008.  Many of these matters are covered by various insurance policies; however, the Company does
not record any insurance recoveries until these are realized or realizable.  As additional information becomes
available, any potential liability related to these matters is assessed and the estimates are revised, if necessary.  Based
on currently available information, Modine believes that the ultimate outcome of these matters, individually and in the
aggregate, will not have a material adverse effect on the financial position or overall trends in results of
operations.  However, these matters are subject to inherent uncertainties, and unfavorable outcomes could occur,
including significant monetary damages.  If an unfavorable outcome were to occur, there exists the possibility of a
material adverse impact on the results of operations of the period in which the outcome occurs.
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Item 2.  Management's Discussion and Analysis of Financial Condition and Results of Operations.

When we use the terms “Modine,” “we,” “us,” the “Company,” or “our” in this report, unless the context otherwise requires, we
are referring to Modine Manufacturing Company.  Our fiscal year ends on March 31 and, accordingly, all references
to quarters refer to our fiscal quarters.  The quarter ended September 30, 2009 refers to the second quarter of fiscal
2010.

Second Quarter Overview:  Net sales in the second quarter of fiscal 2010 declined significantly from the second
quarter of fiscal 2009 as a result of the weak global economy.  Significant reductions in direct and indirect costs in our
manufacturing facilities as a result of our manufacturing realignment activities and lower material costs resulted in a
150 basis point improvement in gross margin from the second quarter of fiscal 2009 to the second quarter of fiscal
2010.  Selling, general and administrative (SG&A) expenses decreased substantially from the second quarter of fiscal
2009 to the second quarter of fiscal 2010 as the result of the execution of the SG&A reduction strategy of our
four-point recovery plan.  This four-point recover plan includes manufacturing realignment, portfolio rationalization,
SG&A reduction and capital allocation discipline.  Our loss from continuing operations for the second quarter of fiscal
2010 improved $8.0 million from the second quarter of fiscal 2009 despite the 27.7 percent decline in sales, due to the
favorable impact of recent cost reduction activities.  Effective in the second quarter of fiscal 2010, our Fuel Cell
business, which previously was reported as a separate segment, is reported as a product line within our Original
Equipment – North America segment for all periods presented.

On September 30, 2009, we completed a public offering of 13.8 million shares of our common stock for proceeds of
$93.6 million, after deducting underwriting discounts and commissions of $5.1 million.  We anticipate that the net
proceeds will be reduced by approximately $0.7 million in the third quarter of fiscal 2010 when estimated legal,
accounting and printing fees incurred in conjunction with the public offering are paid.  We used $72.5 million of the
proceeds to reduce outstanding indebtedness, which substantially improved our liquidity and strengthened our balance
sheet.  In addition, we intend to use a portion of the proceeds from the public offering as follows:

•Protect our vehicular business by accelerating restructuring under the four-point recovery plan.  On October 22,
2009, we announced the closure of our Harrodsburg, Kentucky facility under our manufacturing alignment strategy
to improve the utilization of our facilities, with fewer facilities, but operating at higher capacities;

• Accelerate growth in our Commercial Products segment; and
• Fund working capital needs of the business once our end markets recover from the global recession.

Year-To-Date Overview:  Net sales in the first six months of fiscal 2010 decreased 35.3 percent from the first six
months of fiscal 2009 driven by overall sales volume declines as a result of the weak global economy particularly
within the automotive and medium/heavy duty truck markets.  Sales volumes decreased across most of the segments
of our business.  In addition, the unfavorable impact of foreign currency exchange rate changes contributed to
approximately 4.4 percent of this decline in sales.  Gross margin decreased 50 basis points from the first six months of
fiscal 2009 to the first six months of fiscal 2010 due to the significant decrease in sales volumes and the corresponding
underabsorption of fixed costs partially offset by the positive impact of materials pricing and the benefits realized as a
result of manufacturing realignment efforts initiated during fiscal 2009.  SG&A expenses for fiscal 2010 year-to-date
decreased 34.8 percent from the same period in fiscal 2009 reflecting our intense focus on lowering our administrative
cost structure and executing on our portfolio rationalization strategy.  Our loss from continuing operations for the first
six months of fiscal 2010 increased $4.2 million from the first six months of fiscal 2009 as a result of the significant
decrease in sales volumes and decreased gross margin partially offset by significant reductions in SG&A costs.

28

Edgar Filing: MODINE MANUFACTURING CO - Form 10-Q

48



Index

CONSOLIDATED RESULTS OF OPERATIONS – CONTINUING OPERATIONS

The following table presents highlights of the consolidated results from continuing operations on a sequential basis
from the first quarter of fiscal 2010 to the second quarter of fiscal 2010:

For the three months ended September 30, 2009 June 30, 2009
(dollars in millions) $'s $'s
Net sales $ 282.3 $ 253.6
Gross margin 15.0 % 14.1 %
Selling, general and administrative expenses $ 37.0 $ 38.5
Loss from continuing operations before income taxes $ (4.0 ) $ (4.6 )
Adjusted EBITDA $ 22.7 $ 16.8

Net sales improved 11.3 percent from the first quarter of fiscal 2010 to the second quarter of fiscal 2010, which we
believe provides a good indication of stabilization and selective, modest improvements in the markets we
serve.  Gross margin increased 90 basis points from the first quarter of fiscal 2010 to the second quarter of fiscal 2010,
which is primarily attributable to the higher quarter-over-quarter sales volumes and a significant reduction in direct
and indirect costs in our manufacturing facilities as a result of actions taken during fiscal 2009.  SG&A expenses have
been on a steady decline over the past year due to our intense focus on lowering our cost structure.  During the second
quarter of fiscal 2010, we recorded a loss from continuing operations before income taxes of $4.0 million, which
improved slightly from the first quarter of fiscal 2010 due to the favorable gross margin performance and restructuring
income partially offset by increased interest costs, which includes a $3.4 million prepayment penalty incurred in
conjunction with the debt paydown from the proceeds of our common stock offering.  Adjusted earnings before
interest, taxes, depreciation and amortization (EBITDA) improved based on the favorable impact of our cost reduction
efforts and increase in sales volumes.  See Liquidity and Capital Resources for further discussion and the calculation
of adjusted EBITDA.

The following table presents consolidated results from continuing operations on a comparative basis for the three and
six months ended September 30, 2009 and 2008:

Three months ended September 30 Six months ended September 30
2009 2008 2009 2008

(dollars in millions) $'s
% of
sales $'s

% of
sales $'s

% of
sales $'s

% of
sales

Net sales 282.3 100.0 % 390.5 100.0 % 535.9 100.0 % 828.4 100.0 %
Cost of sales 239.9 85.0 % 337.9 86.5 % 457.7 85.4 % 702.9 84.9 %
Gross profit 42.4 15.0 % 52.6 13.5 % 78.2 14.6 % 125.5 15.1 %
Selling, general and
administrative
expenses 37.0 13.1 % 57.5 14.7 % 75.6 14.1 % 116.0 14.0 %
Restructuring
(income) expense (3.2 ) -1.1 % 2.9 0.7 % (2.0 ) -0.4 % 2.8 0.3 %
Impairment of
long-lived assets 3.8 1.4 % 3.0 0.8 % 4.8 0.9 % 3.2 0.4 %
Income (loss) from
operations 4.7 1.6 % (10.8 ) -2.8 % (0.2 ) 0.0 % 3.5 0.4 %
Interest expense 9.6 3.4 % 2.9 0.7 % 15.1 2.8 % 5.5 0.7 %
Other (income)
expense – net (1.0 ) -0.3 % 1.5 0.4 % (6.7 ) -1.3 % (0.3 ) 0.0 %
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Loss from continuing
operations before
income taxes (4.0 ) -1.4 % (15.2 ) -3.9 % (8.6 ) -1.6 % (1.8 ) -0.2 %
Provision for (benefit
from) income taxes 0.9 0.3 % (2.3 ) -0.6 % 1.9 0.4 % 4.6 0.6 %
Loss from continuing
operations (4.9 ) -1.7 % (12.9 ) -3.3 % (10.5 ) -2.0 % (6.3 ) -0.8 %

Comparison of Three Months Ended September 30, 2009 and 2008

Second quarter net sales of $282.3 million were 27.7 percent lower than the $390.5 million reported in the second
quarter of fiscal 2009.  The decrease in revenues was driven by overall sales volume declines as a result of the weak
global economy and $11.5 million of unfavorable foreign currency exchange rate changes.  Medium/heavy duty truck
sales declined approximately 32.2 percent compared to the second quarter of fiscal 2009.  Significant sales volume
decreases were experienced throughout all of the segments of our business.
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During the second quarter of fiscal 2010, gross margin improved 150 basis points from 13.5 percent in the second
quarter of fiscal 2009 to 15.0 percent in the second quarter of fiscal 2010.  The improvement in gross margin is the
result of the reduction in direct and indirect costs in the manufacturing facilities as a result of cost reduction actions
taken during fiscal 2009 and the impact of favorable materials pricing.

SG&A expenses decreased $20.5 million from the second quarter of fiscal 2009 to the second quarter of fiscal 2010
due to the impact of fiscal 2009 cost reduction actions, which include a workforce reduction at the Corporate
headquarters in Racine, Wisconsin and throughout the European facilities, including the European headquarters in
Bonlanden, Germany.

Restructuring (income) expense is primarily comprised of severance costs incurred as a result of actions taken under
our four-point recovery plan.  During the second quarter of fiscal 2010, we recorded restructuring income related to
the reversal of severance liabilities as the result of favorable benefits negotiations within our Original Equipment –
Europe segment.  During the second quarter of fiscal 2009, we recorded restructuring expenses of $2.9 million, which
represents severance charges incurred in conjunction with the early retirements and reduction in workforce in our
Racine, Wisconsin, headquarters.

During the second quarter of fiscal 2010, we recorded impairment charges of $3.8 million against long-lived assets in
our North American business for certain program assets that were not able to support their asset bases and for assets at
the Harrodsburg, Kentucky manufacturing facility based on our intentions to close this facility.  During the second
quarter of fiscal 2009, we recorded impairment charges of $3.0 million against certain long-lived assets in our North
American and Commercial Products businesses.  These charges related to certain program assets which were not able
to support their asset bases, as well as impairment charges for certain assets that are no longer in use.

Results from operations improved $15.5 million from the reported loss from operations of $10.8 million in the second
quarter of fiscal 2009 to the reported income from operations of $4.7 million in the second quarter of fiscal 2010.  The
improvement in gross margin and SG&A expenses and restructuring income were the primary factors contributing to
this improvement in results from operations.

Interest expense increased $6.7 million over the comparable quarter, primarily driven by a $3.4 million prepayment
penalty to the holders of the Senior Notes in connection with the mandatory prepayments of debt with a portion of the
cash proceeds from the common stock offering on September 30, 2009.  Also included in interest expense was $0.8
million related to the amortization of capitalized debt issuance costs and interest rate derivatives in proportion with the
mandatory prepayment of the Senior Notes.

Other (income) expense increased $2.5 million from $1.5 million of expense recorded in the second quarter of fiscal
2009 to $1.0 million of income recorded in the second quarter of fiscal 2010.  The increase in other (income) expense
was primarily related to foreign currency transaction gains recorded in the second quarter of fiscal 2010 on
inter-company loans denominated in a foreign currency.

During the second quarter of fiscal 2010, we recorded a $0.9 million provision for income taxes, which represents an
effective tax rate of 21.7 percent.  This compares to a $2.3 million benefit from income taxes recorded during the
second quarter of fiscal 2009, which represents an effective tax rate of -14.9 percent.  During the second quarter of
fiscal 2010, we recorded a valuation allowance of $2.0 million predominantly against the net deferred tax assets in the
U.S. as we continue to assess that it is more likely than not that these assets will not be realized in the future.

Loss from continuing operations improved $8.0 million from the second quarter of fiscal 2009 to the second quarter of
fiscal 2010.  In addition, diluted loss per share from continuing operations improved to a $0.15 loss per share from a
$0.40 loss per share in the prior year.  These decreases were primarily related to the significant improvement in results
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Comparison of Six Months Ended September 30, 2009 and 2008

Fiscal 2010 year-to-date net sales of $535.9 million were $292.5 million lower than the $828.4 million reported in the
same period last year.  The decrease in revenues was driven by overall sales volume declines as a result of the weak
global economy.  Automotive and medium/heavy duty truck sales declined approximately 26.5 percent and 37.0
percent, respectively compared to the first six months of fiscal 2009.  In addition, foreign currency exchange rate
changes contributed to $36.5 million of the decrease.  Significant sales volume declines were experienced throughout
most of the segments of our business.

Fiscal 2010 year-to-date gross margin decreased to 14.6 percent from 15.1 percent reported in the same period of
fiscal 2009.  The decrease in gross margin is primarily related to the substantial reduction in sales volumes and the
corresponding underabsorption of fixed overhead costs partially offset by the positive impact of materials pricing and
the benefits realized as a result of manufacturing realignment efforts initiated during fiscal 2009.

Fiscal 2010 year-to-date SG&A expenses decreased $40.4 million from the same period last year, reflecting our
intense focus on lowering our administrative cost structure and executing on our portfolio rationalization
strategy.  Incremental consulting fees of $2.5 million were incurred during the first six months of fiscal 2009 related to
the on-going restructuring activities in North America, which also contributed to the year-over-year decrease in
SG&A expenses.

Restructuring income of $2.0 million was recorded during the first six months of fiscal 2010 related to the reversal of
severance liabilities within our European business as the result of favorable benefits negotiations.  Restructuring
charges of $2.8 million were recorded during the first six months of fiscal 2009 related to early retirements and
severance costs relating to our reduction in workforce under our four-point recovery plan.

During the first six months of fiscal 2010, we recorded impairment charges of $4.8 million related primarily to
long-lived assets in our North American business for certain program assets thar were not able to support their asset
bases and for the Harrodsburg, Kentucky manufacturing facility based on our intentions to close this facility.  During
the first six months of fiscal 2009, we recorded impairment charges of $3.2 million against certain long-lived assets in
our North American and Commercial Products businesses.  These charges related to program assets that were not able
to support their asset bases, as well as impairment charges for certain assets that were being disposed of.

Fiscal 2010 year-to-date interest expense increased $9.6 million over the same period last year, based on increased
borrowings early in fiscal 2010 with increased interest rates along with the $3.4 million prepayment penalty to the
holders of the Senior Notes in connection with the mandatory prepayments of debt with a portion of the cash proceeds
from the common stock offering on September 30, 2009.  Also included in interest expense was the amortization of
$0.8 million of capitalized debt issuance costs and interest rate derivatives in proportion with the mandatory
prepayment of the Senior Notes.

Fiscal 2010 year-to-date other income increased $6.4 million over the same period last year.  The increase was
partially related to foreign currency exchange gains on inter-company loans denominated in a foreign currency.  In
addition, we sold our 50 percent ownership of Anhui Jianghaui Mando Climate Control Co. Ltd. resulting in a gain of
$1.5 million during the first quarter of fiscal 2010.

During the first six months of fiscal 2010, we recorded a $1.9 million provision for income taxes, which represents an
effective tax rate of 21.8 percent.  This compares to a $4.6 million provision for income taxes recorded during the first
six months of fiscal 2009, which represented an effective tax rate of 259.3 percent.  During the second quarter of fiscal
2010, we recorded a valuation allowance of $2.4 million predominantly against the net deferred tax assets in the U.S.
as we continue to assess that it is more likely than not that these assets will not be realized in the future.  During the
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first six months of fiscal 2009, we recorded valuation allowance charges of $9.3 million primarily against the net
deferred tax assets in the U.S.
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Loss from continuing operations increased $4.2 million from the first six months of fiscal 2009 to the first six months
of fiscal 2010.  In addition, diluted loss per share from continuing operations increased from a $0.20 loss per share in
the prior year to a loss of $0.32 per share in the current year.  The decline in sales and resulting underabsorption of
fixed manufacturing costs and the increase in interest expense were the primary drivers of this increase.

DISCONTINUED OPERATIONS

During fiscal 2009, we announced the intended divestiture of our South Korean-based heating, ventilating and air
conditioning (HVAC) business.  It was determined during the fourth quarter of fiscal 2009 that this business should be
presented as held for sale and as a discontinued operation in the consolidated financial statements.

The following table presents the quarterly results of the South Korean HVAC business reported through the third
quarter of fiscal 2009, which will be separately presented as a component of earnings (loss) from discontinued
operations in future quarterly filings (amounts in thousands):

Fiscal 2009 Quarter Ended
June 30 Sept. 30 Dec. 31

Net sales $61,847 $42,776 $39,622
Cost of sales and other expenses 60,814 44,292 39,489
Earnings (loss) before income taxes 1,033 (1,516 ) 133
Provision for (benefit from) income taxes 854 (359 ) 100
Earnings (loss) from discontinued operations - South Korea $179 $(1,157 ) $33

As a result of separately classifying the South Korean HVAC business as a discontinued operation, our previously
reported earnings (loss) from continuing operations is revised as follows:

Fiscal 2009 Quarter Ended
June 30 Sept. 30 Dec. 31

Earnings (loss) from continuing operations as previously reported $6,763 $(14,064 ) $(56,478 )
Earnings (loss) from discontinued operations - South Korea 179 (1,157 ) 33
Earnings (loss) from continuing operations - revised $6,584 $(12,907 ) $(56,511 )

Our marketing efforts have increased during the second quarter of fiscal 2010 and we believe that the South Korean
HVAC business will be sold before the end of the fiscal year.

SEGMENT RESULTS OF OPERATIONS

During the first quarter of fiscal 2010, we implemented certain management reporting changes resulting in the transfer
of support department costs originally included in Corporate and administrative into the Original Equipment – North
America segment.  During the second quarter of fiscal 2010, we implemented certain management reporting changes
resulting in the realignment of the Fuel Cell segment into the Original Equipment – North America segment.  The
previously reported results for the Original Equipment – North America segment have been retrospectively adjusted to
reflect these changes for comparative purposes as follows:
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Original Equipment - North America
(dollars in millions)

Fiscal 2009 Quarter Ended

Fiscal
2009 Full

Year

Fiscal
2010

Quarter
Ended

June 30, 2009June 30, 2008September 30, 2008December 31, 2008March 31, 2009

Net sales $134.3 $ 127.6 $ 137.7 $ 99.9 $499.5 $ 91.5
Gross profit $8.0 $ 5.9 $ 15.5 $ 13.2 $42.6 $ 12.1
Gross margin 6.0 % 4.6 % 11.3 % 13.2 % 8.5 % 13.2 %
Selling, general and
administrative expenses $18.1 $ 17.2 $ 14.2 $ 10.7 $60.2 $ 8.5
(Loss) earnings from
continuing operations $(10.2 ) $ (13.9 ) $ (8.7 ) $ (3.4 ) $(36.2 ) $ 2.7

The following is a discussion of our segment results of operations for the three and six months ended September 30,
2009 and 2008:

Original Equipment - Asia
Three months ended September 30 Six months ended September 30

2009 2008 2009 2008

(dollars in millions) $'s
% of
sales $'s

% of
sales $'s

% of
sales $'s

% of
sales

Net sales 7.2 100.0 % 3.5 100.0 % 13.5 100.0 % 9.0 100.0 %
Cost of sales 7.3 101.4 % 3.6 102.9 % 13.9 103.0 % 8.7 96.7 %
Gross profit (0.1 ) -1.4 % (0.1 ) -2.9 % (0.4 ) -3.0 % 0.3 3.3 %
Selling, general and
administrative
expenses 1.3 18.1 % 2.2 62.9 % 2.6 19.3 % 4.5 50.0 %
Loss from continuing
operations (1.4 ) -19.4 % (2.3 ) -65.7 % (3.0 ) -22.2 % (4.2 ) -46.7 %

Comparison of Three Months Ended September 30, 2009 and 2008

The Original Equipment – Asia segment is currently in the expansion phase.  Net sales increased $3.7 million from the
second quarter of fiscal 2009 to the second quarter of fiscal 2010 due to a growing presence in the region and the
completion of construction on a new facility in Chennai, India.  This facility began production in the second quarter of
fiscal 2009 and is currently in low volume production.  Gross margin improved 150 basis points from the second
quarter of fiscal 2009 to the second quarter of fiscal 2010 yet is still negative due to the recent start-up of this
facility.  SG&A expenses decreased $0.9 million from the second quarter of fiscal 2009 to the second quarter of fiscal
2010 due to cost reduction efforts within this region.  The loss from continuing operations decreased $0.9 million over
the periods presented due to the decrease in SG&A costs.

Comparison of Six Months Ended September 30, 2009 and 2008

Original Equipment – Asia fiscal 2010 year-to-date net sales increased $4.5 million from the same period last year due
to expansion in the Asia region and incremental sales from a new manufacturing facility completed during the second
quarter of fiscal 2009.  The negative margin for the first six months of fiscal 2010 is related to the start-up activities at
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this facility.  SG&A expenses decreased $1.9 million as a result of positive cost reduction efforts within the
region.  The loss from continuing operations decreased $1.2 million over the periods presented based on the cost
reduction efforts in SG&A.
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Original Equipment - Europe
Three months ended September 30 Six months ended September 30

2009 2008 2009 2008

(dollars in millions) $'s
% of
sales $'s

% of
sales $'s

% of
sales $'s

% of
sales

Net sales 112.3 100.0 % 169.9 100.0 % 217.6 100.0 % 387.0 100.0 %
Cost of sales 98.3 87.5 % 146.6 86.3 % 190.1 87.4 % 322.0 83.2 %
Gross profit 14.0 12.5 % 23.3 13.7 % 27.5 12.6 % 65.0 16.8 %
Selling, general and
administrative
expenses 10.1 9.0 % 13.7 8.1 % 21.0 9.7 % 28.5 7.4 %
Restructuring income (3.3 ) -2.9 % - 0.0 % (3.1 ) -1.4 % - 0.0 %
Impairment of
long-lived assets - 0.0 % - 0.0 % 0.2 0.1 % - 0.0 %
Income from
continuing operations 7.2 6.4 % 9.6 5.7 % 9.4 4.3 % 36.5 9.4 %

Comparison of Three Months Ended September 30, 2009 and 2008

Original Equipment – Europe net sales decreased $57.6 million from the second quarter of fiscal 2009 to the second
quarter of fiscal 2010, driven by a $52.4 million decline in underlying vehicular sales volumes and a $5.2 million
unfavorable impact of foreign currency exchange rate changes.  Vehicular sales volumes in this segment have been
adversely affected by the global recession.  Gross margin declined from 13.7 percent during the second quarter of
fiscal 2009 to 12.5 percent during the second quarter of fiscal 2010, related to the reduced underlying sales volumes
and resulting underabsorption of fixed manufacturing costs, as well as a change in mix of our sales toward lower
margin business.  SG&A expenses decreased $3.6 million from the second quarter of fiscal 2009 to the second quarter
of fiscal 2010 as the result of SG&A cost reduction efforts.  Restructuring income of $3.3 million was recorded during
the second quarter of fiscal 2010 related to the reversal of severance liabilities as the result of favorable benefits
negotiations.  Income from continuing operations decreased $2.4 million over the periods presented, primarily as a
result of the declining revenues and gross margin, partially offset by the positive effects of SG&A cost reductions and
restructuring income.

Comparison of Six Months Ended September 30, 2009 and 2008

Original Equipment – Europe fiscal 2010 year-to-date net sales decreased $169.4 million from the same period last
year, based primarily on a decline in vehicular sales volumes as a result of the weak global economy and a $20.4
million unfavorable impact of foreign currency exchange rate changes.  Gross margin decreased from 16.8 percent
during the first six months of fiscal 2009 to 12.6 percent during the first six months of fiscal 2010, which was largely
due to the underabsorption of fixed manufacturing costs as a result of the substantial decrease in sales
volumes.  SG&A expenses decreased $7.5 million, primarily due to the positive impact of SG&A cost reduction
efforts.  Restructuring income of $3.1 million was recorded during the second quarter of fiscal 2010 related to the
reversal of severance liabilities as the result of favorable benefits negotiations.  Income from continuing operations
decreased $27.1 million from the first six months of fiscal 2009 to the first six months of fiscal 2010 based on the
decreased sales volumes and declining gross margin.
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Original Equipment - North America
Three months ended September 30 Six months ended September 30

2009 2008 2009 2008

(dollars in millions) $'s
% of
sales $'s

% of
sales $'s

% of
sales $'s

% of
sales

Net sales 100.7 100.0 % 127.6 100.0 % 192.3 100.0 % 261.9 100.0 %
Cost of sales 89.3 88.7 % 121.7 95.4 % 168.7 87.7 % 248.0 94.7 %
Gross profit 11.4 11.3 % 5.9 4.6 % 23.6 12.3 % 13.9 5.3 %
Selling, general and
administrative
expenses 6.3 6.3 % 17.2 13.5 % 14.8 7.7 % 35.5 13.6 %
Restructuring
(income) expense - 0.0 % (0.1 ) -0.1 % 0.1 0.1 % (0.2 ) -0.1 %
Impairment of
long-lived assets 3.8 3.8 % 2.7 2.1 % 4.6 2.4 % 2.8 1.1 %
Income (loss) from
continuing operations 1.3 1.3 % (13.9 ) -10.9 % 4.1 2.1 % (24.2 ) -9.2 %

Comparison of Three Months Ended September 30, 2009 and 2008

Original Equipment – North America net sales decreased $26.9 million from the second quarter of fiscal 2009 to the
second quarter of fiscal 2010, primarily driven by depressed North American truck and off-highway markets.  Gross
margin improved from 5.9 percent during the second quarter of fiscal 2009 to 11.3 percent during the second quarter
of fiscal 2010.  This improvement is primarily related to the positive impact of materials pricing and the benefits
realized as a result of manufacturing realignment efforts initiated during fiscal 2009.  During the first quarter of fiscal
2010, we implemented certain management reporting changes resulting in the transfer of support department costs
originally included in Corporate and administrative into the Original Equipment – North America segment.  SG&A
expenses for the second quarter of fiscal 2009 were retrospectively adjusted for comparative purposes to reflect $4.8
million of costs previously included in Corporate and administrative.  SG&A expenses decreased $10.9 million
year-over-year, primarily due to the flow-through impact of fiscal 2009 cost reduction actions and consulting fees
incurred in fiscal 2009 in connection with the manufacturing realignment.  The long-lived asset impairment charges
recorded during the second quarter of fiscal 2010 were related to the Harrodsburg, Kentucky manufacturing facility as
this facility is intended for closure and its net book value exceeded its fair value and a program that is unable to
support its asset base.  The majority of the long-lived asset impairment charges recorded during the second quarter of
fiscal 2009 related to assets within this segment for a program that is unable to support its asset base, as well as for
assets that are no longer in use.  The income from continuing operations of $1.3 million during the second quarter of
fiscal 2010 was an improvement of $15.2 million from the loss from continuing operations of $13.9 million incurred
in the second quarter of fiscal 2009, based on the improved gross margin and SG&A cost reduction activities.

Comparison of Six Months Ended September 30, 2009 and 2008

Original Equipment – North America fiscal 2010 year-to-date net sales decreased $69.6 million from the same period
last year.  The sales volumes continue to be depressed on a year-over-year basis due to depressed North American
truck and off-highway markets.  Gross margin improved from 5.3 percent during the first six months of fiscal 2009 to
12.3 percent during the first six months of fiscal 2010, primarily attributable to a significant reduction in direct and
indirect costs in the North American manufacturing facilities and the positive impact of materials pricing.  During the
first quarter of fiscal 2010, we implemented certain management reporting changes resulting in the transfer of support
department costs originally included in Corporate and administrative into the Original Equipment – North America
segment.  SG&A expenses for the first six months of fiscal 2009 were retrospectively adjusted for comparative
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purposes to reflect $10.0 million of costs previously included in Corporate and administrative.  SG&A expenses
decreased $20.7 million year-over-year due to the positive impact of cost reduction actions within the region and the
absence of consulting fees incurred in fiscal 2009 in connection with the manufacturing realignment.  Asset
impairment charges of $4.6 million recorded during the first six months of fiscal 2010 related to a program that was
not able to support its asset base and the Harrodsburg, Kentucky manufacturing facility which had a net book value
which exceeded its fair value.  The majority of the long-lived asset impairment charges recorded during the first six
months of fiscal 2009 relate to assets within this segment for a program which is unable to support its asset base, as
well as for assets which are no longer in use.  During the first six months of fiscal 2010, this segment  reported income
from continuing operations of $4.1 million, which has improved $28.3 million from the loss from continuing
operations of $24.2 million incurred in the first six months of fiscal 2009, based primarily on the improved gross
margin and reduction in SG&A costs.
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South America
Three months ended September 30 Six months ended September 30

2009 2008 2009 2008

(dollars in millions) $'s
% of
sales $'s

% of
sales $'s

% of
sales $'s

% of
sales

Net sales 28.0 100.0 % 44.8 100.0 % 50.6 100.0 % 86.1 100.0 %
Cost of sales 22.3 79.6 % 34.1 76.1 % 40.1 79.2 % 66.2 76.9 %
Gross profit 5.7 20.4 % 10.6 23.7 % 10.5 20.8 % 19.9 23.1 %
Selling, general and
administrative
expenses 3.2 11.4 % 4.2 9.4 % 6.2 12.3 % 9.4 10.9 %
Restructuring expense 0.2 0.7 % - 0.0 % 0.8 1.6 % - 0.0 %
Income from
continuing operations 2.3 8.2 % 6.4 14.3 % 3.5 6.9 % 10.6 12.3 %

Comparison of Three Months Ended September 30, 2009 and 2008

South America net sales decreased $16.8 million from the second quarter of fiscal 2009 to the second quarter of fiscal
2010 due to reduced sales volumes within their commercial vehicle and agricultural markets as a result of the global
recession and a $3.3 million unfavorable impact of foreign currency exchange rate changes.  Gross margin decreased
from 23.7 percent during the second quarter of fiscal 2009 to 20.4 percent during the second quarter of fiscal 2010 due
to the reduced sales volumes and resulting underabsorption of fixed manufacturing costs.  Income from continuing
operations decreased $4.1 million over the periods presented based on the reduced sales volumes and declining gross
margin.

Comparison of Six Months Ended September 30, 2009 and 2008

South America fiscal 2010 year-to-date net sales decreased $35.5 million from the same period last year, based on
reduced sales volumes within their commercial vehicle markets, along with an unfavorable impact of foreign currency
exchange rate changes of $9.1 million.  Gross margin decreased from 23.1 percent during the first six months of fiscal
2009 to 20.8 percent during the first six months of fiscal 2010 due to the underabsorption of fixed costs with the
reduced sales volumes.  SG&A expenses decreased $3.2 million due to the positive impact of SG&A reduction efforts
within this region.  Restructuring expense of $0.8 million was recorded during the first six months of fiscal 2010
related to a workforce reduction within the Brazilian operations.  Income from continuing operations decreased $7.1
million from the first six months of fiscal 2009 to the first six months of fiscal 2010 based on the significantly reduced
sales volumes and gross margin decline.
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Commercial Products
Three months ended September 30 Six months ended September 30

2009 2008 2009 2008

(dollars in millions) $'s
% of
sales $'s

% of
sales $'s

% of
sales $'s

% of
sales

Net sales 45.2 100.0 % 53.2 100.0 % 79.6 100.0 % 102.1 100.0 %
Cost of sales 32.8 72.6 % 40.3 75.8 % 59.0 74.1 % 78.4 76.8 %
Gross profit 12.4 27.4 % 12.9 24.2 % 20.6 25.9 % 23.7 23.2 %
Selling, general and
administrative
expenses 6.6 14.6 % 7.7 14.5 % 12.1 15.2 % 14.6 14.3 %
Restructuring expense - 0.0 % - 0.0 % 0.3 0.4 % - 0.0 %
Impairment of
long-lived assets - 0.0 % 0.4 0.8 % - 0.0 % 0.4 0.4 %
Income from
continuing operations 5.8 12.8 % 4.8 9.0 % 8.2 10.3 % 8.7 8.5 %

Comparison of Three Months Ended September 30, 2009 and 2008

Commercial Products net sales decreased $8.0 million from the second quarter of fiscal 2009 to the second quarter of
fiscal 2010, primarily driven by an overall reduction in the sales volumes and a $2.6 million unfavorable impact of
foreign currency exchange rate changes.  Gross margin improved from 24.2 percent during the second quarter of fiscal
2009 to 27.4 percent during the second quarter of fiscal 2010, primarily related to sales price increases, lower material
costs and manufacturing cost improvements.  SG&A expenses declined $1.1 million from the second quarter of fiscal
2009 to the second quarter of fiscal 2010 due to cost reduction efforts.  A long-lived asset impairment charge of $0.4
million was recorded in the second quarter of fiscal 2009 related to a cancelled product in its development
stage.  Income from continuing operations improved $1.0 million over the periods presented, as the manufacturing and
SG&A cost reduction efforts more than offset the declining sales volumes.

Comparison of Six Months Ended September 30, 2009 and 2008

Commercial Products fiscal 2010 year-to-date net sales decreased $22.5 million from the same period last year, based
primarily on an overall reduction in sales volume with the deterioration in the global economy and a $6.7 million
unfavorable impact of foreign currency exchange rate changes.  Gross margin improved from 23.2 percent during the
first six months of fiscal 2009 to 25.9 percent during the first six months of fiscal 2010, based on lower material costs,
manufacturing cost improvements and productivity initiatives.  SG&A expenses decreased $2.5 million from the first
six months of fiscal 2009 to the first six months of fiscal 2010 due to cost reduction efforts.  Income from continuing
operations decreased slightly over the periods presented, based on the significant decrease in sales, partially offset by
gross margin improvements and SG&A cost reduction efforts.

Liquidity and Capital Resources

Our primary sources of liquidity are cash flow from operating activities and borrowings under lines of credit provided
by banks in the United States and abroad.  In addition, on September 30, 2009 we completed a public offering of 13.8
million shares of our common stock, including 1.8 million shares issued pursuant to the fully exercised underwriters’
option to purchase additional shares, at a price of $7.15 per share.  The proceeds of the common stock offering were
$93.6 million, after deducting underwriting discounts and commissions of $5.1 million.  We anticipate that the net
proceeds will be reduced by approximately $0.7 million in the third quarter of fiscal 2010 when estimated legal,
accounting and printing fees  incurred in conjunction with the public offering are paid.
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Cash provided by operating activities for the six months ended September 30, 2009 was $18.9 million as compared to
$40.3 million for the six months ended September 30, 2008.  During the first six months of fiscal 2009, we were able
to generate positive cash flow through working capital improvement initiatives.  During the first six months of fiscal
2010, we were slowly beginning to increase our working capital balances in proportion to recent volume
increases.  This year-over-year change in working capital balances was the most significant factor contributing to the
reduction in operating cash flows.
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At September 30, 2009, the Company had capital expenditure commitments of $29.3 million.  Significant
commitments include tooling and equipment expenditures for new and renewal platforms with new and current
customers in Europe and North America.  Our capital spending is limited under our amended credit agreements to
$70.0 million for fiscal 2010 (as amended in the second quarter) and for all fiscal years thereafter.

Outstanding indebtedness decreased $69.8 million to $179.4 million at September 30, 2009 from the March 31, 2009
balance of $249.2 million, primarily as a result of the debt repayment with a portion of the proceeds from the common
stock offering.  We were required to prepay our outstanding revolving credit facility and Senior Note borrowings with
50% of the net proceeds from the common stock offering, resulting in a mandatory prepayment of $46.4 million.  In
conjunction with the mandatory prepayment of the Senior Note borrowings, we were required to pay a prepayment
penalty of $3.4 million to the holders of the Senior Notes.  In addition to the mandatory prepayment, we voluntarily
repaid our outstanding revolving credit facility by an additional $26.1 million with a portion of the proceeds from the
common stock offering.

At September 30, 2009, we had $92.1 million available for future borrowings under the revolving credit facility.  In
addition to this revolving credit facility, we have unused lines of credit in Europe and Brazil totaling $36.6 million at
September 30, 2009.  In the aggregate, we have total available lines of credit of $128.7 million at September 30,
2009.  On May 15, 2009, Modine Holding GmbH and Modine Europe GmbH, each a subsidiary of the Company,
entered into a Credit Facility Agreement with an available line of 15.0 million euro ($22.0 million U.S.
equivalent).  Under the terms of our U.S. revolving credit facility, the availability under that facility has been reduced
by $15.0 million upon entering into the new foreign credit facility.  In addition, the availability under the U.S.
revolving credit facility was further reduced by $17.9 million to $142.1 million due to the portion of the mandatory
prepayment that was applied to the outstanding revolving credit facility.

We believe that our internally generated operating cash flows, working capital management efforts, asset disposition
opportunities and existing cash balances, together with access to available external borrowings, will be sufficient to
satisfy future operating costs, capital expenditures, working capital needs of the business as our end markets recover
from the global recession and restructuring costs incurred under the four-point recovery plan.

Debt Covenants

In September 2009, we entered into a Second Amendment to Credit Agreement and a Third Amendment to Credit
Agreement with our primary lenders and a Waiver and Third Amendment to Note Purchase Agreement and a Fourth
Amendment to Note Purchase Agreement with our Senior Note holders.  See Note 14 of the Notes to Condensed
Consolidated Financial Statements for further discussion of these amendments.

Our debt agreements require us to maintain compliance with various covenants.  The most restrictive limitation is a
minimum adjusted earnings before interest, taxes, depreciation and amortization (EBITDA) covenant.  Adjusted
EBITDA is defined as our (loss) earnings from continuing operations before interest expense and provision for
income taxes, adjusted to exclude unusual, non-recurring or extraordinary non-cash charges and up to $34.0 million of
cash restructuring and repositioning charges (as amended during the second quarter) and further adjusted to add back
depreciation and amortization expense.  Adjusted EBITDA does not represent, and should not be considered, an
alternative to loss (earnings) from continuing operations as determined by generally accepted accounting principles
(GAAP), and our calculation may not be comparable to similarly titled measures reported by other companies.
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The following presents the minimum adjusted EBITDA level requirements with which we are required to comply
through the fourth quarter of fiscal 2010:

For the three consecutive quarters ended September 30, 2009  $(14.0) million
For the four consecutive quarters ending December 31, 2009  1.8 million
For the four consecutive quarters ending March 31, 2010  35.0 million

Our adjusted EBITDA for the three consecutive quarters ended September 30, 2009 was $41.3 million, which
exceeded the minimum adjusted EBITDA requirement by $55.3 million.  We expect to remain in compliance with this
covenant throughout the remainder of fiscal 2010 based on the adjusted EBITDA recorded during the first and second
quarters of fiscal 2010 and the projected financial results for the remainder of fiscal 2010.  The following table
presents a calculation of adjusted EBITDA:

(dollars in thousands)

Quarter Ended
March 31, 2009

Quarter Ended
June 30, 2009

Quarter Ended
September 30, 2009 Total

Loss from continuing operations $ (40,763 ) $ (5,642 ) $ (4,886 ) $(51,291 )
Consolidated interest expense 4,182 5,459 9,643 19,284
Provision for income taxes 3,346 1,016 871 5,233
Depreciation and amortization expense (a) 15,827 15,755 16,183 47,765
Non-cash charges (b) 15,610 (2,036 ) 3,264 16,838
Restructuring and repositioning (income) charges
(c) 3,515 2,263 (2,334 ) 3,444
Adjusted EBITDA $ 1,717 $ 16,815 $ 22,741 $41,273

(a)Depreciation and amortization expense represents total depreciation and amortization from continuing operations
less accelerated depreciation which has been included in non-cash charges described in footnote (b) below.

(b)Non-cash charges are comprised of long-lived asset impairments, non-cash restructuring and repositioning charges,
exchange gains or losses on inter-company loans and non-cash charges which are unusual, non-recurring or
extraordinary, as follows:

(dollars in thousands)

Quarter
Ended

March 31, 2009
Quarter Ended
June 30, 2009

Quarter Ended
September 30, 2009 Total

Long-lived asset impairments $ 13,228 $ 994 $ 3,849 $18,071
Non-cash restructuring and repositioning charges 894 820 767 2,481
Exchange losses (gains) on intercompany loans 968 (3,345 ) (1,226 ) (3,603 )
Provision for uncollectible notes receivable (404 ) (585 ) (327 ) (1,316 )
Supplemental executive retirement plan settlement 924 80 201 1,205
Non-cash charges $ 15,610 $ (2,036 ) $ 3,264 $16,838

(c)Restructuring and repositioning (income) charges represent cash restructuring and repositioning costs incurred in
conjunction with the restructuring activities announced on or after January 31, 2008.  See Note 11 of the Notes to
Condensed Consolidated Financial Statements for further discussion on these activities.
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In addition to the minimum adjusted EBITDA covenant, we are not permitted to incur capital expenditures greater
than $70.0 million for fiscal year 2010 (as amended in the second quarter) and greater than $70.0 million for all fiscal
years thereafter.  We expect to remain in compliance with this covenant for the remainder of fiscal 2010 and beyond.

Beginning with the fourth quarter of fiscal 2010, we are subject to an adjusted EBITDA to interest expense (interest
expense coverage ratio) covenant and a debt to adjusted EBITDA (leverage ratio) covenant as follows:

Interest Expense Coverage
Ratio Covenant (Not

Permitted to Be Less Than):

Leverage Ratio  Covenant
(Not Permitted to Be Greater

Than):
Fiscal quarter ending March 31, 2010 1.50 to 1.0 7.25 to 1.0
Fiscal quarter ending June 30, 2010 2.00 to 1.0 5.50 to 1.0
Fiscal quarter ending September 30, 2010 2.50 to 1.0 4.75 to 1.0
Fiscal quarter ending December 31, 2010 3.00 to 1.0 3.75 to 1.0
Fiscal quarters ending March 31, 2011and June 30, 2011 3.00 to 1.0 3.50 to 1.0
All fiscal quarters ending thereafter 3.00 to 1.0 3.00 to 1.0

We expect to remain in compliance with the interest expense coverage ratio covenant and leverage ratio covenant in
the fourth quarter of fiscal 2010 and through the term of the revolving credit facility based on the adjusted EBITDA
recorded during the first and second quarters of fiscal 2010, our projected financial results for the remainder of fiscal
2010 and the significant reduction in the debt balance as a result of the common stock offering.

Off-Balance Sheet Arrangements

None.

Critical Accounting Policies

Impairment of Goodwill and Indefinite-Lived Intangible Assets:  Impairment tests are conducted at least annually
unless business events or other conditions exist that would require a more frequent evaluation.  The Company
considers factors such as operating losses, declining outlooks and market capitalization when evaluating the necessity
for an impairment analysis.  We conduct the annual review of goodwill and other intangible assets with indefinite
lives for impairment in the third quarter.  The recoverability of goodwill and other intangible assets with indefinite
lives is determined by estimating the future discounted cash flows of the reporting unit to which the goodwill and
other intangible assets with indefinite lives relates.  The rate used in determining discounted cash flows is a rate
corresponding to our cost of capital, adjusted for risk where appropriate.  In determining the estimated future cash
flows, current and future levels of income are considered as well as business trends and market conditions.  To the
extent that book value exceeds the fair value, an impairment is recognized.  At September 30, 2009 the Company had
goodwill of $30.4 million recorded, consisting primarily of $13.9 million within the South America segment and
$15.9 million within the Commercial Products segment.  The South America and Commercial Products segments
continue to report operating income and forecast strong financial results.  The future discounted cash flows of these
segments continue to substantially exceed their carrying value indicating that the goodwill recorded in these segments
is fully realizable at September 30, 2009.  If, in future periods, these segments experience a significant unanticipated
economic downturn in the markets in which they operate, this would require an impairment review.

Impairment of Long-Lived and Amortized Intangible Assets:  The Company performs impairment evaluations of its
long-lived assets, including property, plant and equipment, intangible assets with finite lives and equity investments,
whenever business conditions or events indicate that those assets may be impaired.  The Company considers factors
such as operating losses, declining outlooks and market capitalization when evaluating the necessity for an
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impairment analysis.  When the estimated future undiscounted cash flows to be generated by the assets are less than
the carrying value of the long-lived assets, or the decline in value is considered to be “other than temporary,” the assets
are written down to fair market value and a charge is recorded to current operations.  Fair market value is estimated in
various ways depending on the nature of the assets under review.  This value can be based on appraised value,
estimated salvage value, sales price under negotiation or estimated cancellation charges, as applicable.  The Company
recorded long-lived asset impairment charges of $3.8 million and $3.0 million for the three months ended September
30, 2009 and 2008, respectively.  The Company recorded long-lived asset impairment charges of $4.8 million and
$3.2 million for the six months ended September 30, 2009 and 2008, respectively.

40

Edgar Filing: MODINE MANUFACTURING CO - Form 10-Q

68



Index

The most significant long-lived assets that have been subject to impairment evaluations during the six months ended
September 30, 2009 and 2008 are the Company’s net property, plant and equipment, which totaled $457.6 million at
September 30, 2009.  Within property, plant and equipment, the most significant assets evaluated are buildings and
improvements, and machinery and equipment.  The Company evaluates impairment at the lowest level of separately
identifiable cash flows, which is generally at the manufacturing plant level.  The Company monitors its manufacturing
plant performance to determine whether indicators exist that would require an impairment evaluation for the
facility.  This includes significant adverse changes in plant profitability metrics; substantial changes in the mix of
customer programs manufactured in the plant, consisting of new program launches, reductions, and phase-outs; and
shifting of programs to other facilities under the Company’s manufacturing realignment strategy.  When such
indicators are present, the Company performs an impairment evaluation by comparing the estimated future
undiscounted cash flows expected to be generated in the manufacturing facility to the net book value of the long-lived
assets within that facility.  The undiscounted cash flows are estimated based on the expected future cash flows to be
generated by the manufacturing facility over the remaining useful life of the machinery and equipment within that
facility.  When the estimated future undiscounted cash flows are less than the net book value of the long-lived assets,
such assets are written down to fair market value, which is generally estimated based on appraisals or estimated
salvage value.

The Company’s four-point recovery plan is designed to attain a more competitive cost base and improve the Company’s
longer term competitiveness, and this plan is intended to reduce the risk of potential long-lived asset impairment
charges in the future once the accelerated restructuring under the four-point recovery plan is completed.  The
manufacturing realignment strategy of this plan is designed to improve the utilization of the Company’s facilities, with
fewer facilities, but operating at higher capacities.  The portfolio rationalization strategy of this plan is designed to
identify and retain products for which the Company can earn a sufficient return on its investment, and divest or exit
products that do not meet required financial metrics.  These strategies have the goal of creating better facility
utilization and greater profitability in product mix, which are designed to allow the manufacturing facilities to
withstand more significant adverse changes before an impairment charge is necessary.

New Accounting Pronouncements

Accounting standards changes and new accounting pronouncements:  In December 2007, the Financial Accounting
Standards Board (FASB) issued updated guidance on business combinations which retained the underlying concepts
that all business combinations are still required to be accounted for at fair value under the acquisition method of
accounting, but changed the method of applying the acquisition method in a number of significant aspects.  For all
business combinations, the entity that acquires the business will record 100 percent of all assets and liabilities of the
acquired business, including goodwill, generally at their fair values.  Certain contingent assets and liabilities acquired
will be recognized at their fair values on the acquisition date and changes in fair value of certain arrangements will be
recognized in earnings until settled.  Acquisition-related transaction and restructuring costs will be expensed rather
than treated as an acquisition cost and included in the amount recorded for assets acquired. Additionally, this new
guidance amended the goodwill disclosure requirements to require a roll-forward of the gross amount of goodwill and
accumulated impairment losses.  This new guidance is effective on a prospective basis for all business combinations
for which the acquisition date is on or after April 1, 2009, with the exception of the accounting for valuation
allowances on deferred taxes and acquired tax contingencies.  The segments for which we currently have goodwill
have not had any historical impairment charges.  This guidance also amends accounting for income taxes such that
adjustments made to valuation allowances on deferred taxes and acquired tax contingencies associated with
acquisitions that close prior to the effective date of the new guidance would also apply the provisions of that
guidance.  Early adoption was not allowed.  The adoption of this standard did not have an impact on previous
acquisitions.
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In December 2007, the FASB issued new accounting guidance on consolidations which established new standards that
will govern the accounting for and reporting of (1) non-controlling interests in partially owned consolidated
subsidiaries and (2) the loss of control of subsidiaries.  Our consolidated subsidiaries are wholly owned and, as such,
no non-controlling interests are currently reported in the consolidated financial statements.  Other current ownership
interests are reported under the equity method of accounting under investments in affiliates.  This new guidance is
effective on a prospective basis on or after April 1, 2009 except for the presentation and disclosure requirements,
which will be applied retrospectively.  Early adoption was not allowed.   The adoption of this standard did not have an
impact on the consolidated financial statements.

In April 2009, the FASB issued new accounting guidance which requires the disclosure about fair value of financial
instruments in interim reporting periods of publicly traded companies similar to the disclosures that were previously
only required in annual financial statements.  The provisions of this new guidance were effective April 1, 2009 and
amend only the disclosure requirements about fair value of financial instruments in interim periods.  Therefore, the
adoption of this guidance had no impact on our consolidated financial statements.

In May 2009, the FASB issued new accounting guidance on subsequent events that addresses the types and timing of
events that should be reported in the financial statements for events occurring between the balance sheet date and the
date the financial statements are issued or available to be issued.  This guidance was effective on June 30, 2009.  We
reviewed events for inclusion in the financial statements through November 5, 2009, the date that the accompanying
financial statements were issued.  The adoption of this guidance did not impact the financial position or results of
operations.

In August 2009, the FASB issued a new accounting standards update on fair value measurements and disclosures that
applies to the fair value measurement of liabilities.  This update provides clarification that in circumstances in which a
quoted price is an active market for the identical liability is not available, companies are required to measure fair value
of the liability using one or both of the following techniques:  (i) the quoted price of an identical liability when traded
as an asset or quoted prices for similar liabilities or similar liabilities when traded as assets or (ii) another valuation
technique (e.g., a market approach or income approach) including a technique based on the amount an entity would
pay to transfer the identical liability, or a technique based on the amount an entity would receive to enter into an
identical liability.  This update is effective during the third quarter of fiscal 2010.  We do not anticipate that adoption
of this update will have a material impact on our consolidated financial statements.

Contractual Obligations

There have been no material changes to our contractual obligations outside the ordinary course of business from those
disclosed in our Annual Report on Form 10-K for the fiscal year ended March 31, 2009, with the exception of the
mandatory prepayment of long-term debt of $46.4 million and the voluntary repayment of long-term debt of $26.1
million from a portion of the proceeds of the common stock offering on September 30, 2009.  The majority of these
payments reduce our contractual obligations for long-term debt (including interest) in the period greater than five
years.  We are currently unable to determine the impact on our contractual obligations from the ultimate timing of
settlement of the gross liability for uncertain tax positions which was $7.2 million as of September 30, 2009.
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Forward-Looking Statements

This report contains statements, including information about future financial performance, accompanied by phrases
such as “believes,” “estimates,” “expects,” “plans,” “anticipates,” “intends,” and other similar “forward-looking” statements, as
defined in the Private Securities Litigation Reform Act of 1995. Modine’s actual results, performance or achievements
may differ materially from those expressed or implied in these statements, because of certain risks and uncertainties,
including, but not limited to, those described under “Risk Factors” in Item 1A. in Part I. of the Company’s Annual Report
on Form 10-K for the year ended March 31, 2009.  Other risks and uncertainties include, but are not limited to, the
following:

• Modine’s ability to remain in compliance with its debt agreements and financial covenants going forward;

•The impact the weak global economy is having on Modine, its customers and its suppliers and any worsening of
such economic conditions;

•The secondary effects on Modine’s future cash flows and liquidity that may result from the manner in which
Modine’s customers and lenders deal with the economic crisis and its consequences;

• Modine’s ability to limit capital spending and/or consummate planned divestitures;

• Modine’s ability to recover the book value of the South Korean business, when divested;

• Modine’s ability to successfully implement restructuring plans and drive cost reductions as a result;

•Modine’s ability to satisfactorily service its customers during the implementation and execution of any restructuring
plans and/or new product launches;

•Modine’s ability to avoid or limit inefficiencies in the transitioning of products from production facilities to be
closed to other existing or new production facilities;

• Modine’s ability to successfully execute its four-point recovery plan;

• Modine’s ability to further cut costs to increase its gross margin and to maintain and grow its business;

• Modine’s impairment of assets resulting from business downturns;

• Modine’s ability to realize future tax benefits;

•Customers’ actual production demand for new products and technologies, including market acceptance of a
particular vehicle model or engine;

• Modine’s ability to increase its gross margin, including its ability to produce products in low cost countries;

• Modine’s ability to maintain customer relationships while rationalizing its business;

•Modine’s ability to maintain current programs and compete effectively for new business, including its ability to
offset or otherwise address increasing pricing pressures from its competitors and price reductions from its
customers;
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•Modine’s ability to obtain profitable business at its new facilities in China, Hungary, Mexico and India and to
produce quality products at these facilities from business obtained;
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• The effect of the weather on the Commercial Products business, which directly impacts sales;

• Unanticipated problems with suppliers meeting Modine’s time and price demands;

•The impact of environmental laws and regulations on Modine’s business and the business of Modine’s customers,
including Modine’s ability to take advantage of opportunities to supply alternative new technologies to meet
environmental emissions standards;

•Economic, social and political conditions, changes and challenges in the markets where Modine operates and
competes (including currency exchange rate fluctuations, tariffs, inflation, changes in interest rates, recession, and
restrictions associated with importing and exporting and foreign ownership);

• Changes in the anticipated sales mix;

•Modine’s association with a particular industry, such as the automobile industry, which could have an adverse effect
on Modine’s stock price;

• The nature of the vehicular industry, including the dramatic decline in customer build rates;

• Work stoppages or interference at Modine or Modine’s major customers;

• Unanticipated product or manufacturing difficulties, including unanticipated warranty claims;

•Unanticipated delays or modifications initiated by major customers with respect to product applications or
requirements;

•Costs and other effects of unanticipated litigation or claims, and the increasing pressures associated with rising
health care and insurance costs; and

•Other risks and uncertainties identified by the Company in public filings with the U.S. Securities and Exchange
Commission.

Modine does not assume any obligation to update any forward-looking statements.

Item 3.  Quantitative and Qualitative Disclosures About Market Risk.

In the normal course of business, Modine is subject to market exposure from changes in foreign exchange rates,
interest rates, credit risk, economic risk and commodity price risk.

Foreign Currency Risk

Modine is subject to the risk of changes in foreign currency exchange rates due to its operations in foreign countries.
Modine has manufacturing facilities in Brazil, China, Mexico, South Africa, India and throughout Europe.  It also has
equity investments in companies located in France and Japan.  Modine sells and distributes its products throughout the
world.  As a result, the Company's financial results could be significantly affected by factors such as changes in
foreign currency exchange rates or weak economic conditions in the foreign markets in which the Company
manufactures, distributes and sells its products.  The Company's operating results are principally exposed to changes
in exchange rates between the dollar and the European currencies, primarily the euro, and changes between the dollar
and the Brazilian real.  Changes in foreign currency exchange rates for the Company's foreign subsidiaries reporting in
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local currencies are generally reported as a component of shareholders' equity.  For the three and six months ended
September 30, 2009, the Company experienced a general weakening of the U.S. dollar to these foreign currencies,
which resulted in a favorable currency translation adjustment of $14.3 million and $41.1 million, respectively.  At
September 30, 2009 and March 31, 2009, the Company's foreign subsidiaries had net current assets (defined as current
assets less current liabilities) subject to foreign currency translation risk of $76.3 million and $71.8 million,
respectively.  The potential decrease in the net current assets from a hypothetical 10 percent adverse change in quoted
foreign currency exchange rates would be approximately $7.6 million and $7.2 million, respectively.  This sensitivity
analysis presented assumes a parallel shift in foreign currency exchange rates.  Exchange rates rarely move in the
same direction relative to the dollar.  This assumption may overstate the impact of changing exchange rates on
individual assets and liabilities denominated in a foreign currency.
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The Company has, from time to time, certain foreign-denominated, long-term debt obligations and long-term
inter-company loans that are sensitive to foreign currency exchange rates.  As of September 30, 2009 there were no
third party foreign-denominated, long-term debt obligations.

At September 30, 2009, the Company had an inter-company loan totaling $8.9 million with its wholly owned
subsidiary, Modine Brazil, that matures on May 8, 2011.  Modine Brazil paid $3.4 million and $6.1 million on this
inter-company loan during the three and six months ended September 30, 2009, respectively.

The Company also has other inter-company loans outstanding at September 30, 2009 as follows:

•$11.5 million loan to its wholly owned subsidiary, Modine Thermal Systems Private Limited (Modine India), that
matures on April 30, 2013; and

•$12.0 million between two loans to its wholly owned subsidiary, Modine Thermal Systems (Changzhou) Co. Ltd.
(Changzhou, China), with various maturity dates through June 2012.

These inter-company loans are sensitive to movement in foreign exchange rates, and the Company does not have any
derivative instruments that hedge this exposure.

Interest Rate Risk

Modine's interest rate risk policies are designed to reduce the potential volatility of earnings that could arise from
changes in interest rates.  The Company generally utilizes a mixture of debt maturities together with both fixed-rate
and floating-rate debt to manage its exposure to interest rate variations related to its borrowings.  The domestic
revolving credit facility is based on a variable interest rate of London Interbank Offered Rate (LIBOR) plus 475 basis
points.  The Company is subject to future fluctuations in LIBOR which would affect the variable interest rate on the
revolving credit facility and create variability in interest expense.   A 100 basis point increase in LIBOR would
increase interest expense by $0.5 million for the fiscal year based on the September 30, 2009 revolving credit facility
balance.  The Company has, from time to time, entered into interest rate derivatives to manage variability in interest
rates.  These interest rate derivatives were treated as cash flow hedges of forecasted transactions.  Accordingly, the
losses are reflected as a component of accumulated other comprehensive income (loss), and are being amortized to
interest expense over the respective lives of the borrowings.  During the three and six months ended September 30,
2009, $0.6 million of expense was recorded in the consolidated statements of operations related to the amortization of
interest rate derivative losses, which includes $0.5 million of amortization in proportion with the mandatory
prepayment of the Senior Notes on September 30, 2009.  At September 30, 2009, $1.0 million of net unrealized losses
remain deferred in accumulated other comprehensive income (loss).

The following table presents the future principal cash flows and weighted average interest rates by expected maturity
dates for our long-term debt.  The fair value of the long-term debt is estimated by discounting the future cash flows at
rates offered to the Company for similar debt instruments of comparable maturities.  The book value of the debt
approximates fair value, with the exception of the $150.0 million fixed rate notes, on which the principal was reduced
by $28.5 million on September 30, 2009 in connection with the mandatory prepayment of these notes with the
proceeds from the common stock offering on September 30, 2009.  The new principal value of $121.5 million has a
fair value of approximately $115.0 million at September 30, 2009.
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As of September 30, 2009, long-term debt matures as follows:

Expected Maturity Date
Long-term debt
in ($000's) F2010 F2011 F2012 F2013 F2014 Thereafter Total
Fixed rate (U.S.
dollars) - - $ 9,375 $ 18,750 $ 23,438 $ 69,889 $ 121,452
Average interest
rate - - 10.38 % 10.38 % 10.38 % 10.38 % 10.38 %
Variable rate
(U.S. dollars) - - $ 50,000 - - - $ 50,000
Average interest
rate - - 5.79 % - - - 5.79 %

Credit Risk

Credit risk is the possibility of loss from a customer's failure to make payment according to contract terms.  The
Company's principal credit risk consists of outstanding trade receivables.  Prior to granting credit, each customer is
evaluated, taking into consideration the borrower's financial condition, past payment experience and credit
information.  After credit is granted the Company actively monitors the customer's financial condition and developing
business news.  Approximately 43 percent of the trade receivables balance at September 30, 2009 was concentrated in
the Company's top ten customers.  Modine's history of incurring credit losses from customers has not been material,
and the Company does not expect that trend to change.  However, the current economic uncertainty, especially within
the global automotive and commercial vehicle markets, makes it difficult to predict future financial conditions of
significant customers within these markets.  Deterioration in the financial condition of a significant customer could
have a material adverse effect on the Company’s results of operations and liquidity.

The recent adverse events in the global financial markets have also increased credit risks on investments to which
Modine is exposed or where Modine has an interest.  The Company manages these credit risks through its focus on the
following:

•Cash and investments – Cash deposits and short-term investments are reviewed to ensure banks have credit ratings
acceptable to the Company and that all short-term investments are maintained in secured or guaranteed
instruments.  The Company’s holdings in cash and investments were considered stable and secure at September 30,
2009;

•Pension assets – The Company has retained outside advisors to assist in the management of the assets in the
Company’s defined benefit plans.  In making investment decisions, the Company has been guided by an established
risk management protocol under which the focus is on protection of the plan assets against downside risk.  The
Company monitors investments in its pension plans to ensure that these plans provide good diversification,
investment teams and portfolio managers are adhering to the Company’s investment policies and directives, and
exposure to high risk securities and other similar assets is limited.  The Company believes it has good investment
policies and controls and proactive investment advisors.  Despite our efforts to protect against downside risk, the
assets within these plans do fluctuate with changing market valuations and volatility; and

•Insurance – The Company monitors its insurance providers to ensure that they have acceptable financial ratings, and
no concerns have been identified through this review.

Economic Risk
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Economic risk is the possibility of loss resulting from economic instability in certain areas of the world or significant
downturns in markets that the Company supplies.  The Company sells a broad range of products that provide thermal
solutions to a diverse group of customers operating primarily in the truck, heavy equipment, automotive and
commercial heating and air conditioning markets.  The recent adverse events in the global economy have created a
significant downturn in the Company’s vehicular markets and to a lesser extent in its commercial heating and air
conditioning markets.  The weak global economy makes it difficult to predict future conditions within these
markets.  A sustained economic downturn in any of these markets could have a material adverse effect on the future
results of operations or the Company’s liquidity and potentially result in the impairment of related assets.
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The Company is responding to these market conditions through its continued implementation of its four-point
recovery plan as follows:

•Manufacturing realignment – aligning the manufacturing footprint to maximize asset utilization and improve the
Company’s cost competitive position;

•Portfolio rationalization – identifying products or businesses which should be divested or exited as they do not meet
required financial metrics;

•SG&A expense reduction – reducing SG&A expenses and SG&A expenses as a percentage of sales through diligent
cost containment actions; and

• Capital allocation discipline – allocating capital spending to operating segments and business programs that
will provide the highest return on investment.

The Company continues to monitor economic conditions in the U.S. and elsewhere.  As Modine expands its global
presence, it also encounters risks imposed by potential trade restrictions, including tariffs, embargoes and the
like.  The Company continues to pursue non-speculative opportunities to mitigate these economic risks, and capitalize,
when possible, on changing market conditions.

The Company pursues new market opportunities after careful consideration of the potential associated risks and
benefits. Successes in new markets are dependent upon the Company's ability to commercialize its
investments.  Current examples of new and emerging markets for Modine include those related to exhaust gas
recirculation, waste heat recovery and residential fuel cells.  Modine's investment in these areas is subject to the risks
associated with business integration, technological success, customers' and market acceptance, and Modine's ability to
meet the demands of its customers as these markets emerge.

Future recovery from the global recession or continued economic growth in China are expected to put production
pressure on certain of the Company's suppliers of raw materials.  In particular, there are a limited number of suppliers
of copper, steel and aluminum fin stock.  The Company is exposed to the risk of supply of certain raw materials not
being able to meet customer demand and of increased prices being charged by raw material suppliers.

In addition to the purchase of raw materials, the Company purchases parts from suppliers that use the Company's
tooling to create the part.  In most instances, the Company does not have duplicate tooling for the manufacture of its
purchased parts.  As a result, the Company is exposed to the risk of a supplier of such parts being unable to provide
the quantity or quality of parts that the Company requires.  Even in situations where suppliers are manufacturing parts
without the use of Company tooling, the Company faces the challenge of obtaining high-quality parts from
suppliers.  The Company has implemented a supplier risk management program that utilizes industry sources to
identify and mitigate high risk supplier situations.

In addition to the above risks on the supply side, the Company is also exposed to risks associated with demands by its
customers for decreases in the price of the Company's products.  The Company attempts to offset this risk with firm
agreements with its customers whenever possible but these agreements generally carry annual price down provisions
as well.

The Company operates in diversified markets as a strategy for offsetting the risk associated with a downturn in any
one or more of the markets it serves.  However, the risks associated with any market downturn, including the current
global recession, are still present.

Commodity Price Risk
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The Company is dependent upon the supply of certain raw materials and supplies in the production process and has,
from time to time, entered into firm purchase commitments for copper, aluminum, nickel, and natural gas.  The
Company has utilized an aluminum hedging strategy from time to time by entering into fixed price contracts to help
offset changing commodity prices.  The Company does maintain agreements with certain customers to pass through
certain material price fluctuations in order to mitigate the commodity price risk.  The majority of these agreements
contain provisions in which the pass through of the price fluctuations can lag behind the actual fluctuations by a
quarter or longer.
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Hedging and Foreign Currency Exchange Contracts

The Company uses derivative financial instruments from time to time as a tool to manage certain financial
risks.  Their use has been restricted primarily to hedging assets and obligations already held by Modine, and they have
been used to protect cash flows rather than generate income or engage in speculative activity.  Leveraged derivatives
are prohibited by Company policy.

Commodity Derivatives:  The Company enters into futures contracts from time to time related to certain of the
Company’s forecasted purchases of aluminum and natural gas.  The Company’s strategy in entering into these contracts
is to reduce its exposure to changing purchase prices for future purchases of these commodities.  These contracts have
been designated as cash flow hedges by the Company.  Accordingly, unrealized gains and losses on these contracts are
deferred as a component of accumulated other comprehensive income (loss), and recognized as a component of
earnings at the same time that the underlying purchases of aluminum and natural gas impact earnings.  During the
three and six months ended September 30, 2009, $1.7 million and $4.8 million of expense, respectively, was recorded
in the consolidated statement of operations related to the settlement of certain futures contracts.  At September 30,
2009, $6.0 million of unrealized losses remain deferred in accumulated other comprehensive income (loss), and will
be realized as a component of cost of sales over the next 69 months.  During the first six months of fiscal 2010, the
Company did not enter into any new futures contracts for commodities.

The Company has entered into futures contracts from time to time related to certain of the Company’s forecasted
purchases of copper and nickel.  The Company’s strategy in entering into these contracts was to reduce its exposure to
changing purchase prices for future purchases of these commodities.  The Company has not designated these contracts
as hedges, therefore gains and losses on these contracts were recorded directly in the consolidated statement of
operations.  During the three and six months ended September 30, 2008, $1.6 million and $1.9 million of expense,
respectively, was recorded in cost of sales related to these futures contracts.

Foreign exchange contracts: Modine maintains a foreign exchange risk management strategy that uses derivative
financial instruments in a limited way to mitigate foreign currency exchange risk.  Modine periodically enters into
foreign currency exchange contracts to hedge specific foreign currency denominated transactions.  Generally, these
contracts have terms of 90 or fewer days.  The effect of this practice is to minimize the impact of foreign exchange
rate movements on Modine’s earnings.  Modine’s foreign currency exchange contracts do not subject it to significant
risk due to exchange rate movements because gains and losses on these contracts offset gains and losses on the assets
and liabilities being hedged.

As of September 30, 2009, the Company had no outstanding forward foreign exchange contracts.  Non-U.S. dollar
financing transactions through inter-company loans or local borrowings in the corresponding currency generally are
effective as hedges of long-term investments.

The Company has a number of investments in wholly owned foreign subsidiaries and non-consolidated foreign joint
ventures. The net assets of these subsidiaries are exposed to currency exchange rate volatility.  From time to time, the
Company uses non-derivative financial instruments to hedge, or offset, this exposure.

Interest rate derivatives: As further noted above under the section entitled “Interest Rate Risk,” the Company has, from
time to time, entered into interest rate derivatives to manage the variability in interest rates.  These interest rate
derivatives have been treated as cash flow hedges of forecasted transactions and, accordingly, derivative gains or
losses are reflected as a component of accumulated other comprehensive income (loss) and are amortized to interest
expense over the respective lives of the borrowings.
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Counterparty risks:  The Company manages counterparty risks by ensuring that counterparties to derivative
instruments have credit rating acceptable to the Company.  At September 30, 2009, all counterparties had a sufficient
long-term credit rating.

Item 4.  Controls and Procedures.

Evaluation Regarding Disclosure Controls and Procedures

As of the end of the period covered by this quarterly report on Form 10-Q, the Company carried out an evaluation, at
the direction of the General Counsel and under the supervision of the Company’s President and Chief Executive
Officer and Executive Vice President – Corporate Strategy and Chief Financial Officer, of the effectiveness of the
Company’s disclosure controls and procedures as defined in Securities Exchange Act Rules 13a-15(e) and 15d-15(e),
with the participation of the Company’s management. Based upon that evaluation, the President and Chief Executive
Officer and Executive Vice President – Corporate Strategy and Chief Financial Officer concluded that the design and
operation of the Company’s disclosure controls and procedures are effective as of September 30, 2009.

Changes In Internal Control Over Financial Reporting

During the second quarter of fiscal 2010 there was no change in the Company’s internal control over financial
reporting that materially affected, or is reasonably likely to materially affect, the Company’s internal control over
financial reporting.

PART II.  OTHER INFORMATION

Item 1.  Legal Proceedings.

The following should be read in conjunction with Item 3. “Legal Proceedings” in Part I. of the Company’s Annual Report
on Form 10-K for the year ended March 31, 2009 and Item 1. “Legal Proceedings” in Part II. of the Company’s Quarterly
Report on Form 10-Q for the period ended June 30, 2009.  Certain information required hereunder is incorporated by
reference from Note 20 of the Notes to Condensed Consolidated Financial Statements in Item 1. of Part I. of this
report.

Item 4.  Submission of Matters to a Vote of Security Holders.

The Company, a Wisconsin corporation, held its Annual Meeting of Shareholders on July 23, 2009.  Information on
the matters voted upon and the votes cast with respect to each matter was previously reported in the Company’s
Quarterly Report on Form 10-Q for the quarter ended June 30, 2009.

Item 6.  Exhibits.

(a)   Exhibits:

Exhibit No. Description
Incorporated Herein By

Referenced To
Filed

Herewith

4.1 Second Amendment dated as of September 15, 2009 to
Amended and Restated Credit Agreement among the
Registrant, the Foreign Subsidiary Borrowers, JPMorgan
Chase Bank, N.A. as Swing Line Lender, as LC Issuer,

Exhibit 10.1 to Registrant’s
Current Report on Form
8-K dated September 15,
2009 (“September 15, 2009

Edgar Filing: MODINE MANUFACTURING CO - Form 10-Q

83



lender and as Agent and Bank of America, N.A., M&I
Marshall & Ilsley Bank, Wells Fargo Bank, N.A.,
Dresdner Bank AG (Commerzbank AG), U.S. Bank,
National Association and Comerica Bank

8-K”)
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4.2 Waiver and Third Amendment dated as of September 15,
2009 to the Note Purchase Agreement dated as of
December 7, 2006 among the Registrant and the
Purchasers of 5.68% Senior Notes Series A due December
7, 2017 and Series B due December 7, 2018 in an
aggregate principal amount of $75,000,000, as amended

Exhibit 10.2 to September
15, 2009 8-K

4.3 Waiver and Third Amendment dated as of September 15,
2009 to the Note Purchase Agreement dated as of
September 29, 2005 among the Registrant and the
Purchasers of 4.91% Senior Notes due September 29, 2015
in an aggregate principal amount of $75,000,000, as
amended

Exhibit 10.3 to September
15, 2009 8-K

4.4 Third Amendment dated as of September 18, 2009 to
Amended and Restated Credit Agreement among the
Registrant, the Foreign Subsidiary Borrowers, JPMorgan
Chase Bank, N.A. as Swing Line Lender, as LC Issuer,
lender and as Agent and Bank of America, N.A., M&I
Marshall & Ilsley Bank, Wells Fargo Bank, N.A.,
Dresdner Bank AG (Commerzbank AG), U.S. Bank,
National Association and Comerica Bank

Exhibit 10.4 to September
15, 2009 8-K

4.5 Fourth Amendment dated as of September 18, 2009 to the
Note Purchase Agreement dated as of December 7, 2006
among the Registrant and the Purchasers of 5.68% Senior
Notes Series A due December 7, 2017 and Series B due
December 7, 2018 in an aggregate principal amount of
$75,000,000, as amended

Exhibit 10.5 to September
15, 2009 8-K

4.6 Fourth Amendment dated as of September 18, 2009 to the
Note Purchase Agreement dated as of September 29, 2005
among the Registrant and the Purchasers of 4.91% Senior
Notes due September 29, 2015 in an aggregate principal
amount of $75,000,000, as amended

Exhibit 10.6 to September
15, 2009 8-K

31.1 Rule 13a-14(a)/15d-14(a) Certification of Thomas A.
Burke, President and Chief Executive Officer

X

31.2 Rule 13a-14(a)/15d-14(a) Certification of Bradley C.
Richardson, Executive Vice President – Corporate Strategy
and Chief Financial Officer

X
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32.1 Section 1350 Certification of Thomas A. Burke, President
and Chief Executive Officer

X

32.2 Section 1350 Certification of Bradley C. Richardson,
Executive Vice President – Corporate Strategy and Chief
Financial Officer

X
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SIGNATURE

Pursuant to the requirements 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.

MODINE MANUFACTURING COMPANY
(Registrant)

By: /s/ Bradley C. Richardson
Bradley C. Richardson, Executive Vice President – Corporate
   Strategy and Chief Financial Officer *

Date:  November 5, 2009

* Executing as both the principal financial officer and a duly authorized officer of the Company
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