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Notes to Consolidated Financial Statements
In millions, except share and per share amounts

Note 1. Summary of Significant Accounting Policies

Dana is a global leader in the engineering, manufacturing and distribution of systems and
components for worldwide vehicular manufacturers and the related aftermarkets and has been a provider
of lease financing services in selected markets through its wholly-owned subsidiary, Dana Credit
Corporation (DCC).

The preparation of these consolidated financial statements requires estimates and assumptions that
affect the amounts reported in the consolidated financial statements and accompanying disclosures.
Some of the more significant estimates include valuation of deferred tax assets and inventories; sales
returns, restructuring, environmental, product liability and warranty accruals; valuation of
postemployment and postretirement benefits; depreciation and amortization of long-lived assets; residual
values of leased assets and allowances for doubtful accounts. Actual results could differ from those
estimates.

The following summary of significant accounting policies should help you evaluate the consolidated
financial statements.

Principles of Consolidation

The consolidated financial statements include all subsidiaries in which we have the ability to control
operating and financial policies. Affiliated companies (20% to 50% ownership) are generally recorded in
the statements using the equity method of accounting, as are certain investments in partnerships and
limited liability companies in which we may have an ownership interest of less than 20%. Operations of
affiliates accounted for under the equity method of accounting are generally included for periods ended
within one month of our year end. Other less-than-20%-owned companies are included in the financial
statements at the cost of our investment. Dividends, royalties and fees from these cost basis affiliates are
recorded in income when received.

Discontinued Operations

We adopted Statement of Financial Accounting Standards (SFAS) No. 144, “Accounting for the
Impairment or Disposal of Long-Lived Assets,” in 2002. Under the requirements of SFAS No. 144, we
classify a business component that either has been disposed of or is classified as held for sale as a
discontinued operation if the cash flow of the component has been or will be eliminated from the
ongoing operations of Dana and Dana will no longer have any significant continuing involvement in the
component. The results of operations of our discontinued operations through the date of sale, including
any gains or losses on disposition, are aggregated and presented on two lines in the income statement.
Based on the classification of several business components as discontinued operations in 2003 and 2002,
amounts presented for prior years in the income statement have been reclassified.

With respect to the consolidated balance sheet, the assets and liabilities relating to the discontinued
operations are aggregated and reported separately as assets and liabilities of discontinued operations
following the decision to dispose of the component. In the consolidated statement of cash flows, the
cash flows of discontinued operations are not reclassified.
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