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EXHIBIT 3 Ford Motor Company and Subsidiaries: Sector Balance Sheets

ASSETS

Cash and cash equivalents
Marketable securities.
Financial Services finance receivables, net
Trade and other receivables, less sllowances of $372 and $392
Inventories
Other assets
Total current assets
Financial Services finance receivables, net
Netinvestment in operating lesses
Net property
Equity in net sssets of afiilated companies
Deferred income taxes
Other assets
Total assets
LIABILITIES
Paysbles
Other lisbiliies and deferred revenue
Automotive debt payable within one year
Financial Services debt payable within one year

Total current

oz
Other lisbiliies and deferred revenue
Automotive long-term debt

Financial Services long-term debt

Deferred income taxes

s 1272
20904
45137
1,042
2310
2013
102,587
45554
27003
20163
3228

1509

4795

s 20272
12089
1779
at1es
22335
23457
1,060
78,810

502

$ 15905
22922
45286

1102
2808
3388
108,481
49924
28320
32072
3304
9705
5556

$ 237951

$ 21206
19318
2585

45,984
90281
24395
13222
80,079

91
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Total liabiltios
Redeemable noncontrolling interest
EquiTy

Capital stock

Common Stock, par value $.01 per share (3,976 million shares issued of § billon
authorized)

Class B Stock, par value $ 01 per share (71 million shares issued of 530 milion
authorized)

Capital in excess of par value of stock
Retained eamings

Accumulated other comprehensive income/(los:

Tressury stock
Total equity atiributable to Ford Motor Company
Equity attributable to noncontrolling interests

Total squity

196174

o4

40

21821
1414
(8:257)
©77)
28602
5

22557

$224925

208588

9

40

21630
15634
o1
1122)
29170
7
20187

$237951
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) Fields kept watch over an increasingly volatile landscape while strategizing G173

Starting in 2016, CEO Fields began restructaring, snd the cash flow reflected tis. (See Exhibit
forinvestments in sress o emeging opportusities. Going into 2017, Fields stated that Ford nesded to be very, very proden, disciplined” i horw cash was used to transformm the
business 2 The forecast for 2017 showed total sutomotive operating s flow emaining positive through 2018, ith th overall cash balance expected to stay a o sbave the company’s

‘minimum target of $20 billion 2
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Cash flows from operating activities

Netincome

Depreciation and tooling amortization

Other amortization

Provision for credit and insurance losses

Pension and other postretirement employe benefits ("OPES) expense
Equity investment (earnings)losses in excess of dividends received
Foreign currency adjustments

Net (gain)/loss on changes in investments in affliates

Stock compensation

Net change in wholesale and other receivables.

Provision for deferred income taxes

Decrease/(Increase) in accounts receivable and other assets.
Decrease/(increase) in inventory

Increase/(Decrease) in accounts payable and accrued and other liabilities
Other

Net cash provided byl(used in) operating activties

For the Years Ended December 31,

$1230
7385
S
305
4429
189
825
798
180
(2,208)
©4)
(28%)
(e36)

5729

(457)

14,507

$737
7993
@)
s
si2
@33
70
@2)
109
(5.050)
2120
@563)
(1155)

7758

701

16170

$4607
9023
(208)
72
2667
(78)
283
(39)
210
(1449)
1478
(2855)
(e15)

6595

()

10792




image11.png
Cash flows from investing &
Capital spending
Acquisitions of finance receivables and operating leases
Collections of finance receivables and operating leases
Purchases of equity and debt securities
Sales and maturities of equity and debt securities
Change related to Venezuelan operations
Settlements of derivatives
Other

Net cash provided by/{used in) investing activities.
Cash flows from financing activities
Cash dividends
Purchases of Common Stock
Net changes in short-term debt
Proceeds from issuance of other debt,
Principal payments on other debt
Other

Net cash provided by/{used in) financing activities
Effect of exchange rate changes on cash and cash squivalents
Net increase/(decreass) in cash and cash equivalents
Cash and cash equivalents st January 1
Net increase/(decrease) in cash and cash equivalents

Cash and cash equivalents st December 31

7463)

(518

36497
(28594)
50264
@)
281

w

@129)

(1.952)

(3870

40043
(28.859)
25
3423

(517)

sE7m

$14,468

@71

510757

(7196)
(57217)

38130
(41279)

40766

134

500

(26162)

@380)
(129)
1685
28860

(33.358)

@)

14322

@15)

$3515

$10757

3515

514272

(6.992)

6.007)

38834
(31428)

20354

825
52

(25.352)

©a78)
(145)
3860
45,961

(38797)

7458
(265)
T s1633
$14272

1833

$15,905
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Ford and the Automobile Industry Changing Product Mix

Going into 2017, the entire automobile industry was facing disruption, but this wasn't unusual. For instance, the 2009 global economic downturn and financial erisis had a significant
impact on global sales volumes in the auto industry. The once-profitable business of manufacturing and selling trucks and SUVs had changed. Especially in the U.S., oil prices had been
Sluctuating, making it difficult to anticipate consumer demand. In 2010, this had caused a shiftin consumers” car-buying habits, reducing the demand for large vebicles.

The core strategy at Ford had centered on a change in products, shifing to smaller end more fuel-effcient cars. Ford had imported European-made small vebicles, the European Focus sad
Fiesta, into North America. It also converted three truck-mamufactaring plants to small-car production 3 The Ford and Lincoln lines were upgraded, emphasizing fuel-economy
improvement and the introduction of ybrid cars. In 2012 Ford launched six nevs Ford hybrid cars in North America and sold more hybrids in the fourth quarter of 2012 then during sny
quarte i thei history. In 2014 Ford began producing i firs hybrid electic car in Entope, the Mondeo Hybrid. This car was wellknown to those in the U.S., being based on the North
Americen Fusion model bybrid vebicle. By 2014, Ford was the world's second largest manufacturer of hybrids, after Toyota &

By L 2015 gas prices had redused enough to spurinterest in SUVs once agein. This trend should have been good for Ford given taic branding emmphasis on the F-150, Ede, Escape.
and Exploves but by 2013 Ford and other U.S. manufscturers had shiftd produstion o the srual and midsized cars, and in 2014 this positoning st Ford. With lrge inventories of
smallr vebicles on dealr lots, U-S. auto mamufactures,including Ford, had o acjust once agai to meet the demand for the newy designed cross-over vebicles, The smallr srossovers
and SUVs nor had greatly improved foel economy, and were atractive to consumers due to their versatlit, while the smalle sedan and compact ovners were an older demographic, and
125 kel to b impulse buyers. These kinds of fluctuations in the industy meant automobils executives had to keep close track of trends and maximize ther abilty to adjuc o demand 6
Ford, specifially.seconfigared plants to e back and forth btvveen cars and light tucks. See Exhibit 3 9 fo shifting vehicl sals fgares inthe US. market
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EXHIBIT 5 U.S. Venicle Sales by Segment YTD 2017
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1n 2015, Ford relaunched the F-150, as well as further developing 15 other global products. 2016 sas the launch of the F-150 Raptor high-performance of.road pickup truck, and the next-
seneration Fusion Hybrid Autonomons Development Vebicle,bringing Ford's test fleet of these innovative cesigns up to 30 vehicles, maling it one of the asgest i the sutomobile
industey. Tn 2017, the company planned to tiple the size ofthis bybrid flestto & total of sbout 90 vebicles & By 2017 Ford had become the top-seling plug-in hybrid brand i the US.,and.
was second in overall US. elecrfied vehicle sales. To support this growth, Ford had invested 700 millon and projected 700 nex jobs in ts Flat Rock Assembly Plantin Michigan to
‘build autonomous and electric vehicles 38

Ford's most suscessful vebicles were till the Feries pickup trucks (see Exhibit 6 ). In 2017, for the 40th consecutive year, the Ford Fseries was renked s America's top-selling
vebicle 3 Ford's vehicles had proven dependble, overall. However, it sppeared consumer perceptions had not kept pace with sctual performance. 1.D. Power and Associates found that the
Ford and Lincoln brands sillhad lrge lsgs between actusl dependabiliy performance and consumer perception. “Producing vebicles with world-class quality i just part of the battle for
sutomakers; conviacing consumers to believe i their quality is equally important,” said David Sargent,vice president of globsl vehicle reseazch at .D. Powwer and Associates. “Tetakes
considersble time to positively change consumer perceptions of quaity end dependability—sometimes & decade or more—so it i vital for menufecturers to continually improve quality and
als0to convince consumers of these gains "% For 2016, the highest scoring American-branded cars i the Consumer Reports road tet, reliability, ovner satifaction, and sefey ratngs
included the Ford Fusion SE-midsized cer, Ford Escepe Titanium-<ompact SUV, and the Ford Edge SEL-mmidsized SUV. Models with declining relability included the Lincoln MEX 4
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EXHIBIT 6 Best Selling Vehicles in America, 2016
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#Sold
820799
574878
489,418
328515
366,927
380483
357335
352130
345225
329,904
307380
307060
265,840
248507

242195

% Change Over 2015

+52%
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Globalizing the Ford Brand

Under the ONE Ford vision, Mulall globalized the Ford brand, meaning that all Ford vebicles competing in globel segments vould be the same in North America, Europe, and Asia £
The compsny was looking for & reduction of complerity, and thus costs, in the purchasing and manufacturing processes. The idea was to deliver more vebicles worldwide from fewer
platforms and to maximize the use of common parts snd systems. Mallly felt he had positioned Ford to take advantage ofis scale, global products, and brend to respond to the changing
‘markerplace 43 However, each year posed new challenges.

1n 2016 the US. auto industry had its best year ever, seling 17.55 million vehicles, breaking the annual sales record set in 2015. Going iato 2017, the global marketplace for automobiles
vas stable, with pockets of srength, but each geographical segment had it isues. Both North American and European auto sales were subject to political uncertainty, due o policy shifts
in government The Chinese and larger Asien market was still growing, although starting to slow. Eastern European economie concerns, especially in Russi, made this 2 difficult area to
‘manage. Souts American government regulations and currency fluctuations impacted growth there 4

The need fo & global srstegy was iving all major auto manufacturerstoseduce the number of vehicle plcforms, while simlanzously adding modelsin esponse to consumer
preferences. Although the incressed complesity raised costs, this more flexible approsch alovied for improved product commonaliy and increased volume. As components could be
shaved between carsand platforms,tis lso reduced the number of suppless. Ford had reduceditssupplier base from 1,150 t0 75055 Alough seemingly a positive. tis could alo prove
costy i a major supplies had @ problemm, as had oseurred with Japanese s bag manufacturer Takatsin 2014 % Ford had o recal 850,000 vehicles for aibsg problerms in 2014, ata cost of
$500 milion # Likewise, in 2016 & door atch recall cost Ford nearly $600 millon

For Ford, 2016 saw & record profit in Europe and the second-best profit in Asis-Pacific. For operations outside North Americe, on & combined basis, Ford generated a profit of $421
rillion, nrly dosble the previous yeas, snd the bestresul since 2011. CEO Filds atibuted this t strengthening brands and adjuting the i of vebicles in esch market, “focusing on
the igher margin segments where consumer ntecest is pariclarly strong. "% In Eucope, espesialy, Ford sav double digi growth in seles of s commereial vebicles, specifcaly the
Transit cargo van. (See Exhibit 7
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EXHIET 7 Ford Performance by Region
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Regarding global growth, in Asia, Ford had developed two car plants in India, while also increasing its commitment in China, having invested S5 billion in factories there since 2012.42
Altaough the Chinese market was slowing, profic margins were strong, and 2016 was the best sales year ever in China, up 14 percent over 2015, with the huxury or premium and SUV.
sectors seeing the most expansion. In 2016, Ford Lincoln became the fastest growing luxury brand in China & Ford was betting on this momentum to spur Lincoln sales having introduced
the Lincoln lineup to China in April 2014. Sales growth in this region was critcal, given that Ford was late to the China market with a 2014 share of less than 5 percen, while General
Motors controlled 15 percent. Although Ford collaborated with Chinese manufacturer Changan to produce light vehicles such as the Focus, the Lincoln would be imported from America,
Leaving Ford to “deal with the added cost of import duties that would leave their premium vabicles in a dfficult position against rivals who are already well positioned in China"SL 777~
Offsetting this, Ford introduced the Mustang and Taurus in Ching during 2016, and sav strong sales of these performance vekicles. In 2017, Ford begen exporting the all-new F- ™~
150 Raptor to China, making it the fist high-performance off-road pickup truck to be offered there.

Going into 2017, Ford was taking a new look at how 10 grow in select emerging markets. Russia and South America (except for Brazil) seemed positioned for recovery, and profitable
‘growth was possible in the Middle East and Africa. Ford was also re-evaluating its strategy and business model for India.
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Looking Ahead

Although Fields was clear that he swould continue Mulally’s ONE Ford legacy, with the support and ongoing vision of chairman Bill Ford, he would do this by “tailoring aspects of the

company to his preferences "2

Going into 2017, Ford Motor Company was the seventh-largest autombile manufacturer in the world, but like all others who produced a malti-vebicle lineup, Ford was facing
considerable uncertainty. Global markets were hard to predict and countries were increasing regulatory requirements for safety and environmental impact. All vehicles were seeing an
increase in the smount of onboard technology that required a shift in both engineering and manufacturing priorities. Worldsvide manufacturers were making design changes that allowed
‘more lean production end consolidation of suppliers, and consumers were changing how they purchased vebicles and rethinking what they wanted from the transportation experience
overall £

Several marked shifts in the overall andscape were occurring: the interest, worldwide, in electri or alternative-fusled vebicles; the development of autonomously controlled cars that were
als0 personally connected to & user who might ot be the driver; the reduction in demand for actual automobile ownerskip in favor of rental of on-demand transportation options. These
shifs created opportunities but also challenges for entrenched car manufacturers. Teveaty compasies were actively pursuing the development of self-driving cars in 2017, and although
some of the big auto mamufacturers were among them, inchuding BMW, Toyots, Voivo, Nissan, Daimler, Audi, Honds, Hyundai, PS4 Groupe, General Motors, and Ford, otber technology
‘giants such as Apple, Google, Baidu, Nvidia, and Bosch were entering the race 54

Pastnerships were inevitable: GM wwas partneing vith Lyft, Ford with Uber, which was trying out the Ford Fusion sutonomous vebicle. Ford had put Amazon's virtal igitl asistant
Alexa inits cars. Ford had nvested in Velodyne, a company that developed lidar remote-sensing tecknology for elf-driving cars, and i artifcial intelligence software firm Argo AL Ford
s scquived an app-based. crowe-soureed, ride-sharing service, Charior. Ford had teamed up with Morivate, th globl leaderin bike-sharing o nclude the FordPass mobility network in
the Ford GaBike commrting rensporttion option. Through it innovation and research centers, Ford s also developing srategies in fleet and dots mansgement,routs and journey.
plsning. and telematies, al in an effort o belp solve congesion and help move peogle more efiiently in wban envivonments S5

These fundamental changes in the industry required leadership that could anticipate trends and allocate resources wisely, all while crafting a vision for the future that could inspire all
relevant stakeholders to support and promote the company’s success. Alan Mulally’s “ONE Ford" slogan had helped the automaker avoid baskruptey and return to @ position of G118
financial strength in the industry. Mark Fields's shift seemed to be toward TWO Fords, refocusing the company into both an automaker and & transportation services provider In
October 2016, Fields had said the ONE Ford strategy was “foundational” but that the company had to “evolve.” This evolution included plans o offe 13 new electric vehicles by 2020 and
2 sel.driving car ready for commercial use by 2021, and to experiment with ways to provide innovative solutions to transportation and mobilit problems in cities across the globe. 56 To do
this, Ford had “amped up” innovation efforts inside the company, encouraging its employees to file over 3,200 patents in 2016, more than any other automaker S

Unforcunately, imvestors were mot buying thi vision: Ford' stock had fallen by about 30 percent since Malally’s departure in 2014. Despit record earnings in 2016, investor were not sare
how the new strtegy would play out. One analyst pointed out what otbers were saying: “They have a ot of the ight iniitives; they'e doing something in every bor. The diference from
the Malally daysisthere st a single message that is more than just public-relations, ying it sl together "S5 Mulally's message had been clear focusing ll effots round a common goal
and returning the company o the “basics of auto making " Fields appeared to be positioning the company totake on rivals from other industies, and investors wondered what bike-sharing
i arificial inteligence had o do with the cor business. Even taough the new ventures developed s partof the new Ford Smart Mobiliy LLC were expected to deliver margins of 20
peroentor more,tis finaacial esult was not projested t ocer until 2020 ot least. Some thought Fields needed to “take bolder ction.”expressing & more “coheive narratve or garme
plan S

Could CEO Mark Fields guide Ford to success given these challenges? Henry Ford had the initial vision of disruption in personal transportation. Would the 215t century version of Ford
Motor Company be as suceessful?
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FORD: NO LONGER JUST AN AUTO COMPANY?*

In January 2017 Ford Motor Company celebrated a majo mlestone a5 the F-Seris became the top-seling truck i the US. for the 40th consecutivyear—all told, 26 millon trucks sold
since January 1977. The F-Series had lso been th bestseling ehicle in the U.S. for 35 years straight I February 2017, the F-Serie, which included the Super Duty and the al-new F-
150 Raptor, hit an all-time annual sales record of 65,956 vehicles 2 The F-150 was named 2017s Autobytel buyer's choice full-size truck, Edmunds most wanted full-size truck, Cars.com
bestpickup truck, U.S. News & World Reportbest truck brand, Kelley BlueBook Best Buy trck; and the Motor Trend Track o the Year Commenting on these reslts, Todd Eckert, Ford
truck group marketing manager said, “hat's made the F-Seres 5o successful i the Ford truck team’s ability to aticipate the needs of ourcustomers bette than anyoae else—how those
needs change, what's most important, and what they need to do to move forward. Their insights help us desizn, enginesr and build Americss best-selling trucks "2

‘The abilit to anticipate customers’ needs is crucial to any company’s long.term success, but especially in the capital-intensive, consumer-driven, globally competitive automobile industry.
s the major players from Asia, Europe, and the U.S. jockey for position in the sales of traditional trucks and cars, smaller, more innovative companies such as Tesla, Elio Motors, and
start-up Faraday Furures are creating concept cars that address consumers” interests in alternative fuels, low operational costs, and self.driving autonomous designs that leave the passenger
free to use in-transit ime for other more productive pursuits

Sel-diving s sue seporie tobe coming 6 el 33 2018 e global roadvays:and i 2017 Ford Motor Compaay s i this b big-time, estin is feet of 0 sutonomous cirs
in Avizona, California, and Michigan ¢

Ford Motor Company CEO Matk Fields announced in January 2015 that Ford would be using innovation “notoaly to create advanced new vehicle but als to belp change the way the
world moves by soling today's growing lobal transportaton challenges S Gisen the ncreasing disruption in te industy, and the obligation toreturn value to understandably concerned
avestors, Mack Fields had some sgeifcant desisons o make in the coming yesss

Fields had been promored to CEO in July 2014 on the retrement of Alan Malaly, widely hailed as one of the “five most significent corporate leaders of the last decade,” and architect of
Ford's eight-year turnaround from the brink of bankruptey in 2006 8Tt was Malally who created the vision that dove Ford'ssevitalization: “ONE Ford.” The ONE Ford message was
intended to communicate consistency scross al deprtments,all segments of the compsxy,requiring people o work togeher as one team, with one plan, and one gosl: “an exciting viable
Ford detivering profitable growth for sl1”Z Maulally worked to create  calture of ascountability end collaboration scross the company. His vision was to everage Ford's unique sutomotive
knowledge and asses to build cars and trucks that people wanted and valued, and he mansged to arrange the financing necessary to pay for it sll. The 2009 economic dovwntura tht caused
& financial catastrophe for US. sutomakers trapped General Motors and Chrysler in emergency government loaas, but Ford was sble to avoid bankruptey because of Mulally's sctions.

Mulally had groomed Mark Fields as his suceessor since 2012, instlling confidence among the company's stakeholders that Ford would be able to continue to be profitable once Mulally
stepped down. Even with this preparation, CEO Fields was still facing an industry affected by general economic conditions over which he had lite control and a changing technological
and sociocultural environment where consumer preferences were difficult to predict. And rivals were coming from unexpected directions. Fields would have to anticipate and address
‘numerous challenges as he positioned the company for continued success.

Attsmpts st epositioning Ford had been under wy o many years I the 19905, former CEO Jacques Nasser had emphasized acquisiions to reshape Ford, but day-to-day business
activites e ignored n the process. When Nasser lef in October 2001, Bill Ford,grest-grandson of company founder Heny Ford, took over and emphasized innovation a5 3 core
stsategy o reshape Ford. In an stempt t st the dorwavvard slide at Ford, and peshaps to jump-star s tarnazound, Bil Ford reeuited indistry outider Alsn Malaly, who s elected
president and chief executive officer of Ford on September 5, 2006. Malaly,former head of commercial sisplanes at Bosing, was expected to steerthe strugeling automaker out of the
probilems of falling market share and serious finsncial losses. Molally created his vision of “ONE Ford” toreshape the company and in 2009 finally achieved profitabilcy: He
committed Ford to emaining “on track for bot [Ford's] overal and North American Automotive pre-ta results o be breakeven or profitable”®in the coming years. Mulally was
able o sustsin this success past th inal stages o his temare, and maintsned profitabiliy up unti bis retisemment in June 2014

10,2014, as CEO Mark Fields took over, challenging global conditions meant 2014 year.end profit saw a 56 percent drop from 2013—meaning Fields had work to do. In 2015, Fields
continued the focus on ONE Ford, highlighting the idea that ONE team, working with ONE plan, could achieve ONE goal, profitable growth for all. By successfully launching 16 new
lobal products, opening the last of ten new plants to support growth in Asia Pacific, and seeing profitable global business unit performance in every region except South America, Ford
had the most profitable year ever in 2015, and 2016 was just slightly lower, and the second best ever. The 2016 full year net income of $4.6 bllion was down from 2015 due to a one-time
pre-tax pension re-measurement. Adjusted pre-tax profit would have been $10.4 billion, on par with 2015. (See income statement in Exhibit 1(Z) )
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'EXHIBIT 1 Ford Motor Company and Subsi

Revenue:
Automotive $135782 $140566 $141545
Financial Services 8295 8992 10253
Other 1

Total revenues. 144077 149558 151800

Costs and expenses.

Cost of sales 125025 124041 126584
Selling, administrative, and other expenses 1842 10502 12196
Financial Services interest, operating, and other expenses. 6878 7368 8904

Total costs and expenses 143745 o 147684
Interest expense on Automotive debt 797 m 894
Non-Financial Services interest income and other income/{loss), net 75 1188 1356
Financial Services other income/(loss), net 348 a2 438
Equity in net income of affiiated companies 1275 1818 1780
Income before income taxes 1234 10252 579
Provision for/(Benefit from) income taxes 4 2881 2189
Netincome 1230 730 4607
Less: Income/(Loss) attributable to noncontroling interests [t} @ ]
Net income attributable to Ford Motor Company S 1231 5 73753 5 45%

EARNINGS PER SHARE ATTRIBUTABLE TO FORD MOTOR COMPANY COMMON AND CLASS B STOCK

Basic income. S 031 5 18 S 116
Diluted income 031 124 115
Cash dividends declared 050 080 085
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But in 2016 CEO Mark Fields decided to restructure, creating a new focus, expanding the company’s scope from vehicles to “mobility.” through business model innovation. Of  C-109
interest in the income sttement shown in Exhibit 1% is the presence, or the first time, of an “Other” revenue item, representing the nevly operational Ford Smart Mobility LLC.

& subsidiary formed to desiga, build, grov, end invest in emerging mobilit services. Designed to compete like & start-up company, Ford Smart Mobility LLC was plansing to design and
build mobility services on is ows, end collaborate with star-ups and tech companies a3 needed to pursue opportunities

Going into 2017, Ford was guiding profits lower, primarily because of this intent to invest in the emerging mobility services opportunities. The ONE Ford legacy of Mulally was being
adspted. In 2015, the plan had identified the following objectives:

+ Aggressively restructure to operate profitably at the current demand and changing model mix.
+ Accelerate development of new products, service, and experiences customers want and value.
+ Finance our plen and maintain a sirong balance sheet

+ Work together effectively as one team,

The new vision was to make “people’slves beter by changing the way the world moves.”and the straegy was to delver op quartile shareholderreturns through automotive and high-
arovth mobilicy businesses. 2 Ford ntended to do this by focusing on those strategic prioriiesin boththe core business and emerging opportunities that would fortiy,transform, and grow
business:

+ Fortifying the automotive “profit pillars” of trucks, vans, commercial and utility vehicles; delivering updated performance vebicles such as the Ford GT and Mustang

+ Transforming the underperforming Lincoln, Continental and Navigator luxury products, and repositioning small vehicles in developed markets through redesign; focusing on the needs
of emerging markes.

+ Growing investments in emerging opportunities, especially in electrification, autonomous vebicles, and mobility services.

10,2017, seminding investors of the company's ong tecm Isgacy. Filds poiated out  hisory going back to founder Henry Ford of “demosratzing technology:” notjust making products
Sor people who could afford fuxury vebicles, but using teshnology to solve problemms of mobilty nd sccess, providing notcaly prociucts but als transportation services that mace people’
tives beter 20 So, altsnugh Ford would always sll cars, CEO Fielés was mking big bets i autonomous thnologsy (sef-iving cars), elestric vebicles, and other transportation services
such a5 wrban mobilit solutions via ide-sharing, bike-sharing, snd customized inteior vhicle experiznces serving multple customer needs

Thi vsion ofa seismi sift i personal transportation wasfully supported and even driven by Ford's execuive chairman Bill Ford, who had championed the conceptof increased
nobilty bck in 2009 when the onl things to invest i were “parking and musicipal ticketing solutions™4 Nor, in 2017, Bill Ford was supporting the company's movement beyond
sellng vebicle o investing hesvly in mobility services. s the nitial architect of this shift, BillFord prediceed the company could make profit margins of up t2 20 percent on e
servioes, more then double what it had waditonslly made sellng cars and trucks, but the witimate goal. beyond making mones. was o improve people's ves. In doing so, Bll Ford would
be protectng bis great. grandfather’ legacy 2
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History of the Ford Motor Company

10,2017, Ford Motor Company, based in Dearborn, Michigan, had about 201,000 employess and 62 plants worldwide. Tt manufactured or distributed the automotive brands Ford and
Lincoln across six continents, and provided financial services via Ford Motor Credit. In 2017, it was also aggressively pursuing emerging opportunities with investments in electrification,
‘autonomous vehicles, and consumer mobility. It was the only company in the industry where the company name still honored the vision and innovative legacy of its founder, Henry Ford.

American engineer and industrial con Henry Ford had been a trus innovator. He didn't invent the automobile or the assembly fine, but through his abiliy to recognize opportanitis,
articulate a vision, and inspire others to jin him in fulfiling that vision, he was responsible for making significant changes in the trajectory of the automobile industry and even in the
history of manufacturing in America. Starting with the invention of the self-propelled Quadricycle in 1396, Ford had developed other vehicles, primarily racing cars, which attracted &
series of nterested investors. In 1003, twelve investors backed him in the creation of a company to build and sell horseless carrisges, and Ford Motor Company was born.

Starting with the Model A, the company had produced a series of successful vehicles, but in 1908 Henry Ford wanted to create a bette, cheaper “motorcar for the great multitude "3
‘Working with a group of hand.picked employees, he designed the Model T. The design was 5o successful, and demand so great, that Ford decided to investigate methods fo increasing
production and lovwering costs. Borrowing concepts from other industries, by 1913 Ford had developed a moving assembly line for automobile manufacture. Although the work s so
demanding that it crested high smployes turnover, the production process was significantly more eficient, reducing chassis assembly time from 12 ¥ hours to 2 hours 40 minutes. Tn
1904, Ford expanded into Canada, and by 1925 Ford had assembly plants in Europe, Argentina, South Africa, and Australia. By the end of 1919, Ford was producing 50 percent of all the
cars in the U.S., and the assembly line disruption in the industry had led to the demise of most of Ford's ivals 14

The Automotive Industry and Ford Leadership Changes

“The automotive industy inthe United Staes has alsays been a gy compettive,cyclical business. In 2017 there were a wide and growing varisty of produc offerings from s growing
number of manufsctures, inluding the electic s ineup from Tesla Motors,sel-syled as “notjus an sutomalker, but also & technology and design company with & focus on energy
innovation "1 The total umber o cars and tracks s0ld to retal buyers, or “industry demand.” varied substaatialy from e to e depending on general ssonomic situsions, the cost o
puschasing and operating cars snd trucks, and the availability of credit and foel. Because cars and trucks were dubl e, consumers could it toseplace them, and.starting in 2016
the sversge sge of light vebicles on U-S. roac was over 11 yeass. Partly dus o tis, replacement demmand s forecasted o say ficy fatfor 2017 and beyond. Any inceease i sales would
be sided by an improvement n the peneral economic situation, edused gasoline prices, and lower nterest ates forcar loans. However, sales in U S, markets had not belonged only to US.
msnufsctures for some time

Inthe U, Ford's marketshare had dropped over ime—from alimost 25 pereent in 1999 to 15.5 pescent in 201,18 with major blows to macketshare i th light vebicle segment. Going
int0 2017, ithongh sl Iosing ground st 149 pessent, Ford clsimed the second spot in the U.S. marke,juct behind GM and ahead of Toyota. (See Exhibit
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'EXHIBIT 2 Sales and Share of US. Total Market by Manufacturer, 2016

Autom: Units Sold % Change  M:
General Motors 2723867 -2.5% 2%
Ford Motor Company. 2361426 -02% 14.9%
Toyota Motor Corporation 2206359 —2.4% 13.9%
FCA/Chrysler Group 2051796 -06% 12.9%
Honda Motor Company 1477465 20% e
Nissan Motor Company 141,680 a9% B0
Hyundai-Kia 1305945 28% 82%
Volkswagen Group™ 525176 -46% 33%
Daimler 343,895 8% 22%
BMW-Mini 32771 -102% 20
Jsguar-Land Rover 92531 227% 8%
Total 15850640  004% -

Rt s s el s sl

Orignally dominated by the “Big 3* Detroit based car companies, Ford, General Motors,and Fiat/Chrysls, competiton i the Urited Sttes had intensfied since the 19805, when
Japanese carmakers began geining a ootbold in the market. To countr the problem of beiag viewed as foreign, Japanese compasies Nissan, Toyots, and Honda had set up production
aciltes i th United States and thus pned acceptance from American consumers. Production qualit and lean production were judged to be the majo eapons that Japanese carmakers
sed to gain an advantage over American carmakers. Sarting ia 2003, because of innovative production processes that yielded beter quality for American consumers, Toyota vebicles had
unquestionably become “a bettr valus propositon” than Detroit's producs A2

Back in 1999, Ford Motor Company had been in good shape, having attsined a U.S. market share of 24 § percent, and had seen profit reach a remarkable 7.2 billon (55 86 per share)
with pre-tax income of S11 billion. At tha time people even speculated that Ford would soon overtake General Motors as the world's mumber-one automobile mamufacturer 8 But soon
Toyota, tarough is innovative technology, management philosopky of continuous improvement, and cost arbitrage due o its presence in multple geographic locations, was threatening o
overtake GM and Ford.

In addition, unfortunately, the profits at Ford in 1999 had come atthe expense of notinvesting in Ford's future. Jacques Nasser, the CEO at that time, had focused on corporate
acquisition and diversification rather then new vebicle development. By the time Chairman Bill Ford had stepped in and fired Nasser in 2001, Ford as seeing decline in both
market share and profitability. By 2005, market share had dropped to 18.6 percent and Ford had skidded out of contrl,Iosing $1.6 billon, pr-tax, in North American profits. It was
obvious Ford needed a change in order to adapt and survive. Observers believed the Ford family would take action to prevent farther losses: “Ford may need a strongman ... a Ford
characteristic—the ‘prime minister’ who actually runs the company under the ‘constitutional monarch, a member of the Ford family.” It was speculated that Mark Filds, named head of
Ford’s North American operations in 2005, might be tapped to take that job. 12
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The Ford empire had been sround for over s century, and the compsny had not gone outside is raaks for & top exscutive since hiring Ernest Breech away from Genersl Motors Corporation
in 1946 20 Since taking the CEO position in 2001, Bill Ford had tred several times to ind a qualified successor, “goiag aftr such industry luminaries ss Renault- Nissan CEO Carlos
Ghosn end DairalerChrysler chairman Dieter Zetsche 24

Among large corporations, it kad become firly common to hire s CEO from ouside the amily or board. According t Joseph Bove from Harvard Business School, around one.third of
he time st S&P 500 fisms, s avound 40 pecceat of the tine a companies that were strugeling with problems in operations or financisl distess, an outsider was sppointed &5 CEO. The
eason might b to get a fresh point of view or o get the support of the board. “Results suggest thatforced tarnover ollowed by outsider succession, on average, improves firm
performance "2 Bill Ford clsimed that to undertake major changes in Ford's dysfunctionsl cultre, an outsider gt be more qualified than even the most proficient suto industry
p——

1n.2006, Alen Mulally was selected as the new CEO and was expected to accomplish “nothing less than undoing & strongly entrenched management system put into place by Henry Ford I
almost 40 years ago”—a system of regional fiefdoms around the world that had sapped the company’s ability to compete in a global industry, a system that Chairman Bill Ford couldn't or
wouldr't unwind by himself 24

Mulaly set his own prioritiesfo fxing Ford: Ford needed to pay more atention t cutting costs and transforming the way it did business then to traditional measurements such as market
share 25 The vision v to have @ smsller and more profitable Ford. The overal stategy s to ws sestructaring & too 0 Obtain operating profitability at lower volume and crese & mix
of products th beter appealed tothe market

By 2011, Ford had closed orsold & quastr o s plants and e it global workforoe by more than a thisd. e als slashed labor and heath-care costs, plowing the money back into the
esign of some well.received new prociucts, ike the Ford Fusion sedan and Ford Edge crossover. This put Ford i & beter poston to compete, especialy taking into consideration tast
(General Motors and Chryslr had filed for bankruptey in 2009, snd Toors had recenty announced & major secal o ts vebicles for “unintended scseleration” problemns 28 Ford's sales
v at double the rateof the et of the incustry in 2010, butentering 2011 it ivals problemns eeimed o be in the rearview mirrr. and General Motors, especilly, s o the rebound

Malaly se three priorites: firt to determine th brands Ford would offe,second to be “best in class for all it vebicles” and tird to make sure that those vehicles would be scoepred and
adaptlable] by consumers around the globe: “if a model was developed for the U.S. macker, it needed o be adaptable to ar buyers in other counties "2 Malally said that the “real
opporturity going forward i o ntegrate and leversge ou Ford assts around the world” and decide on the best i of brands i the company's portolio 2 The “best mix of brands’
appeared to have been esablished going into 201, sfter brands such a2 Jagusr, Land Rover, Acton Martin, and Voivo e all sold off, and the Mereury brand was disconsinued. Ford also
had an equit inerestin Mazda Motor Corporstion, hich it reduced substantially in 2010, etsing only a 3.5 percent share o oxvnership. T leftthe company ith only the Ford and
Lincoln brands, bt the Lincoln offrings srugeled sgainse Cadillac and other ivalsfo the uxury car maket. Molaliy acknorledzed tht this needed fixing, snd forecast  date of 2013
forseal changes i the Linsola lineop

10,2014, thsnks to Malally’s vision and pesseveraace, Ford maintsined ts position. Ford hid introduced 24 vhicles sround the world,including the newe Mondeo in Europe, but althongh
il profitabe, net income was down $4 billon from 2013. Even though Ford maintained its number o position in Earope, behind Volkswagen, major losses had occurred in that sector,
primariy due to Russian economic instabiltes, South Americs s slco seen losses due to currency devalustion and changing government rles. In additon, Ford's push nto Asia-Pacifc
spesifcally Chins, s behind schedule. North American sols, while il stong. hid resulte in operating masgin reductions due to resalls and costs assosiated with the relaunch of the F.
150, The one ceal bright spot was in finaacial services. Ford Motor Credit.the fnancing company that Ioans people money to buy neve ars, s itsbestresls since 20110

s Mark Fields took over as CEO in 2014, he pointed to the ONE Ford plan as essential to Ford's futre: “our ONE Ford plan is build on compelling vision, comprehensive strategy, and
relentless implementation, all eading to profitable grorth around the vrorld "L The actions of Mulally and norw Fields,in enacting the ONE Ford plan, had atracted many long-term
investors who believed in the strategy. Going into 2015 the financials, especially the balance sheet, appeared strong, and because of tis, the company was able to reinstate and

subsequently boost the dividend to sharcholders, rewarding those imvestors who had stayed the course. Through 2016, going into 2017, the balance sheet sayed srong. (See Exhibit 3
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