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Plaintiffs allege the following based upon the investigation of plaintiffs’
counsel, which included a review of United States Securities and Exchange
Commission (“SEC”) filings by Exide Technologies (“Exide” or the “Company”), as
well as regulatory filings and reports, press releases and other public statements issued
by the Company, media reports about the Company, and interviews of former Exide
employees and others familiar with the Company’s operations. Plaintiffs believe that
substantial additional evidentiary support will exist for the allegations set forth herein
after a reasonable opportunity to conduct discovery.

INTRODUCTION

1.  This is a class action on behalf of purchasers of the common stock of
Exide between May 5, 2004 and May 17, 2005, inclusive (the “Class Period”),
seeking to pursue remedies under the Securities Exchange Act of 1934 (the “Exchange
Act”).

2. Exide had just emerged from bankruptcy at the beginning of the Class
Period and it was heavily dependent on debt financing to support its operations. A
large part of the debt financing was a senior secured credit facility (the “Senior Credit
Facility”) obtained by Exide pursuant to a credit agreement with several lenders (the
“Credit Agreement”). The Credit Agreement required Exide to comply with several
financial covenants.

3.  Throughout the Class Period, defendants overstated Exide’s inventory

and net income and understated Exide’s net losses while also misrepresenting that

-1-



Case 3:05-cv-03098-MLC-JJH Document 32-1  Filed 05/08/2006 Page 5 of 33

Exide’s reorganization in bankruptcy had positioned it for growth, profitability and the
creation of long-term value for its shareholders. Defendants also represented that
Exide had implemented a number of cost cutting and quality improvement initiatives
that were currently benefiting and would continue to benefit the Company going
forward. Defendants repeatedly represented during the Class Period that, based on
Exide’s financial condition, successful restructuring and improving operations, Exide
would comply with the covenants of the Senior Credit Facility and Credit Agreement.

4.  None of defendants’ representations were true, however. Defendants
concealed the fact that Exide actually was in terrible financial condition coming out of
the bankruptcy, and was continuing to deteriorate, as it was not attaining its sales
goals, was not cutting costs, and was accumulating large amounts of obsolete
inventory. The restructuring touted by defendants was also a disastrous failure, and it
was apparent that Exide would violate its Senior Credit Facility covenants.

5. Defendants attempted to hide this during the Class Period by falsifying
Exide’s financial statements, making it appear the Company was performing better
than it actually was and further making it appear the Company would comply with the
Senior Credit Facility covenants. Defendants were keenly aware of the fact that Exide
had accumulated millions of dollars in obsolete and excess inventory that required a
write down of assets and a corresponding charge against income, and that a write
down would cause the Company to violate the Senior Credit Facility financial

covenants. Yet during the Class Period, in violation of Generally Accepted
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Accounting Principles (“GAAP”), defendants refused to write down the inventory to
its proper valuation, thereby inflating Exide’s reported net income (and understating
its net losses). As alleged more fully herein, the obsolete inventory issue was a
persistent problem for Exide throughout the Class Period and, notwithstanding an
outside consultant’s recommendations to write down the inventory, defendants
refused. Numerous former Exide employees have indicated that there was a serious
obsolete inventory problem during the Class Period that defendants refused to address.

6. Defendants further represented that Exide had sufficient internal controls
and procedures over its financial reporting to ensure the timely and accurate reporting
of financial results. These statements however, were, like the financial statements,
patently false. Exide essentially had no internal controls in place to ensure the
accurate reporting of its actual or forecasted inventories, sales or financial results. As
aresult, defendants had no basis to represent that Exide would comply with the Senior
Credit Facility covenants.

7. Nonetheless, defendants maintained the illusion that Exide was
performing satisfactorily just long enough to complete two note offerings in which
Exide pocketed approximately $350 million in much-needed cash. Just two months
later, after obtaining the cash, defendants announced that Exide would violate its
covenants under the Senior Credit Facility and Credit Agreement, and that it would
write down its inventory. Defendants also revealed that contrary to their

representations, Exide did not have internal controls in place to ensure the accurate
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reporting of financial information. The market was shocked by this news as it
revealed, for the first time, that defendants’ Class Period statements were false. On
these revelations, Exide’s stock price plummeted, falling over 50% in value in two
trading days. Plaintiffs and the proposed Class herein — who unwittingly purchased
Exide stock inflated by defendants’ false statements — suffered millions of dollars in
damages when defendants’ fraud was revealed and Exide’s stock price tanked.

8. Infuriated investors immediately began filing lawsuits alleging that
defendants had committed securities fraud based, in part, on defendants’
misrepresentations concerning the Senior Credit Facility and Credit Agreement
covenants and Exide’s inventories.

9. Shortly thereafter, the SEC also initiated an investigation of Exide related
to defendants’ statements concerning the Senior Credit Facility covenants. It was
patently obvious that defendants had misrepresented Exide’s financial condition.

10. In addition, at least one purchaser of Exide’s notes sued Exide,
Muhlhauser and Gargaro, alleging that defendants had defrauded the purchaser by
concealing that Exide knew it would violate the Senior Credit Facility covenants,
could not forecast its inventory, and would not write down its obsolete inventory,
among other things.

11. Defendants’ fraud, and the effect it had on Exide’s stock price, are

detailed below:
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JURISDICTION AND VENUE

12.  The claims asserted herein arise under and pursuant to §§10(b) and 20(a)
of the Exchange Act [15 U.S.C. §§78j(b) and 78t(a)] and SEC Rule 10b-5[17 C.F.R.
§240.10b-5].

13.  This Court has jurisdiction over the subject matter of this action pursuant
to 28 U.S.C. §§1331 and 1367 and §21 of the Exchange Act [15 U.S.C. §78aa].

14,  Venue is proper in this District pursuant to §21 of the Exchange Act, and
28 U.S.C. §1391(b), as many of the acts and practices complained of herein occurred
in substantial part in this District.

15. Inconnection with the acts alleged in this complaint, defendants, directly
or indirectly, used the means and instrumentalities of interstate commerce, including,
but not limited to, the mails, interstate telephone communications and the facilities of

the national securities markets.

PARTIES

16. Lead Plaintiff Alaska Hotel & Restaurant Employees Pension Trust Fund
purchased the common stock of Exide during the Class Period and has been damaged
thereby, as set forth in a certification previously filed with the Court.

17. Lead Plaintiff Lakeway Capital Management purchased the common
stock of Exide during the Class Period and has been damaged thereby, as set forthin a

certification previously filed with the Court.
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18. Defendant Exide manufactures and supplies lead acid batteries,
associated equipment, and services for transportation and industrial customers
worldwide. During the Class Period, Exide had three primary business segments:
Transportation, Motive Power and Network Power. The Company is incorporated in
Delaware and maintained its principal place of business in Lawrenceville, New Jersey
at all relevant times.

19. (a) Defendant Craig H. Muhlhauser (“Muhlhauser”) was the
Company’s President and Chief Executive Officer (“CEO”) from the beginning of the
Class Period to March 3, 2005.

(b) Defendant Ian J. Harvie (“Harvie”) was the Company’s Chief
Financial Officer (“CFO”), Vice President, and Corporate Controller from the
beginning of the Class Period to October 12, 2004. Thereafter, defendant Harvie
served as the Company’s Vice President and Corporate Controller until September
2005.

(¢) Defendant J. Timothy Gargaro (“Gargaro”) served as the
Company’s CFO and Executive Vice President from October 2004 until December
2005.

(d) Defendants Muhlhauser, Harvie and Gargaro are collectively
referred to herein as the “Individual Defendants.”

20. Because of the Individual Defendants’ positions with the Company, they

had access to the adverse undisclosed information about its business, operations,
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products, operational trends, financial statements, markets, and present and future
business prospects via access to internal corporate documents (including the
Company’s operating plans, budgets and forecasts and reports of actual operations
compared thereto), conversations and connections with other corporate officers and
employees, attendance at management and Board of Directors meetings and
committees thereof, and via reports and other information provided to them in
connection therewith.

21. Itis appropriate to treat the Individual Defendants as a group for pleading
purposes and to presume that the false, misleading and incomplete information
conveyed in the Company’s public filings, press releases and other publications as
alleged herein are the collective actions of the narrowly-defined group of defendants
identified above. Each of the above officers of Exide, by virtue of their high-level
positions with the Company, directly participated in the management of the Company,
was directly involved in the day-to-day operations of the Company at the highest
levels, and was privy to confidential proprietary information concerning the Company
and its business, operations, products, growth, financial statements and financial
condition, as alleged herein. Said defendants were involved in drafting, producing,
reviewing and/or disseminating the false and misleading statements and information
alleged herein, were aware, or recklessly disregarded, that the false and misleading
statements were being issued regarding the Company, and approved or ratified these

statements, in violation of the federal securities laws.
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22.  As officers and controlling persons of a publicly-held company whose
common stock was, and is, registered with the SEC pursuant to the Exchange Act, and
was traded on the NASDAQ National Market (the “NASDAQ”), and governed by the
provisions of the federal securities laws, the Individual Defendants each had a duty to
disseminate promptly, accurate and truthful information with respect to the
Company’s financial condition and performance, growth, operations, financial
statements, business, products, markets, management, earnings, and present and future
business prospects, and to correct any previously-issued statements that had become
materially misleading or untrue, so that the market price of the Company’s publicly-
traded common stock would be based upon truthful and accurate information. The
Individual Defendants’ misrepresentations and omissions during the Class Period
violated these specific requirements and obligations.

23. The Individual Defendants participated in the drafting, preparation,
and/or approval of the various public and shareholder and investor reports and other
communications complained of herein and were aware of, or recklessly disregarded,
the misstatements contained therein and omissions therefrom, and were aware of their
materially false and misleading nature. Because of their executive and managerial
positions with Exide, each of the Individual Defendants had access to the adverse
undisclosed information about Exide’s business prospects and financial condition and

performance as particularized herein and knew (or recklessly disregarded) that these
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adverse facts rendered the positive representations made by or about Exide and its
business issued or adopted by the Company materially false and misleading.

24.  The Individual Defendants, because of their positions of control and
authority as officers and/or directors of the Company, were able to and did control the
content of the various SEC filings, press releases and other public statements
- pertaining to the Company during the Class Period. Each Individual Defendant was
provided with copies of the documents alleged herein to be misleading prior to or
shortly after their issuance and/or had the ability and/or opportunity to prevent their
issuance or cause them to be corrected. Accordingly, each of the Individual
Defendants is responsible for the accuracy of the public reports and releases detailed
herein and is therefore primarily liable for the representations contained therein.

25. Each of the defendants is liable as a participant in a fraudulent scheme
and course of business that operated as a fraud or deceit on purchasers of Exide
common stock by disseminating materially false and misleading statements and/or
concealing material adverse facts. The scheme: (i) deceived the investing public
regarding Exide’s business, operations, future prospects and the intrinsic value of
Exide common stock; (ii) enabled the Company to complete an offering of $290
million worth of its 10-1/2% senior notes; (ii1) enabled the Company to complete a
$60 million Floating Rate Convertible Senior Subordinated Notes offering; and (iv)
caused plaintiffs and other members of the Class to purchase Exide common stock at

artificially inflated prices.
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