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                           METATEC INTERNATIONAL, INC.
                           ---------------------------

                                    FORM 10-Q

           IMPORTANT INFORMATION REGARDING FORWARD-LOOKING STATEMENTS

              All statements, other than statements of historical facts,
included in this Form 10-Q of Metatec International, Inc. (the "Company") or
incorporated herein by reference, including, without limitation, statements
regarding the Company's future financial position, business strategy, budgets,
projected costs, goals and plans and objectives of management for future
operations, are forward-looking statements within the meaning of the Private
Securities Litigation Reform Act of 1995. Forward-looking statements generally
can be identified by the use of forward-looking terminology such as "may,"
"will," "expect," "intend," "estimate," "anticipate," "project," "believe" or
"continue" or the negative thereof or variations thereon or similar terminology.
Forward-looking statements speak only as the date the statements were made.
Although the Company believes that the expectations reflected in forward-looking
statements have a reasonable basis, it can give no assurance that these
expectations will prove to be correct. Forward-looking statements are subject to
risks and uncertainties that could cause actual events or results to differ
materially from those expressed in or implied by the statements. For a
discussion of the most significant risks and uncertainties that could cause the
Company's actual results to differ materially from those projected, see the
Company's Form 10-K for its fiscal year ending December 31, 2002, Item
7--Forward-Looking Statements; Risk Factors Affecting Future Results. Except to
the limited extent required by applicable law, the Company undertakes no
obligation to update or revise any forward-looking statements, whether as a
result of new information, future events, or otherwise.
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                         PART I - FINANCIAL INFORMATION

Item I.   Financial Statements

METATEC INTERNATIONAL, INC.
--------------------------------------------------------------------------------

CONSOLIDATED BALANCE SHEETS                                                      At March 31,      At December 31,
                                                                                 ------------       ------------
                                                                                     2003                2002
                                                                                 (Unaudited)
                                                                                 ------------       ------------

ASSETS

Current assets:
   Cash and cash equivalents                                                     $    617,340       $    336,597
   Restricted cash                                                                    146,000            146,000
   Accounts receivable, net of allowance for doubtful accounts of $200,000          6,553,632          7,251,086
   Inventory                                                                        1,074,866          1,096,912
   Prepaid expenses                                                                   770,152            920,514
                                                                                 ------------       ------------
      Total current assets                                                          9,161,990          9,751,109

Property, plant and equipment - net                                                23,072,646         24,094,376

Other assets                                                                          141,584            147,101
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                                                                                 ------------       ------------

TOTAL ASSETS                                                                     $ 32,376,220       $ 33,992,586
                                                                                 ============       ============

LIABILITIES & SHAREHOLDERS' DEFICIENCY

Current liabilities:
   Accounts payable                                                              $  2,289,449       $  2,556,727
   Accrued expenses:
     Royalties                                                                        314,993            452,152
     Personal property taxes and real estate taxes                                  1,435,715          1,362,188
     Payroll and benefits                                                             722,990          1,059,480
     Restructuring                                                                    535,745            901,721
     Other                                                                            524,510            615,120
   Unearned income                                                                     62,530             58,767
   Current maturities of long-term real estate debt                                   170,995            170,995
   Current maturities of other long-term debt and capital lease obligations           781,278            793,850
                                                                                 ------------       ------------
      Total current liabilities                                                     6,838,205          7,971,000

Long-term real estate debt                                                         18,310,269         18,356,891
Other long-term debt and capital lease obligations, less current maturities        16,300,232         17,018,611
Other long-term liabilities                                                         1,155,505          1,148,638
                                                                                 ------------       ------------
  Total liabilities                                                                42,604,211         44,495,140
                                                                                 ------------       ------------

Shareholders' deficiency:
  Common stock - no par value; authorized 10,000,000 shares;
    issued  7,217,855 shares                                                       33,008,138         33,008,138
  Accumulated deficit                                                             (39,549,342)       (39,819,030)
  Treasury stock, at cost; 681,742 shares                                          (3,670,537)        (3,670,537)
  Unamortized restricted stock                                                        (16,250)           (21,125)
                                                                                 ------------       ------------
    Total shareholders' deficiency                                                (10,227,991)       (10,502,554)
                                                                                 ------------       ------------

TOTAL LIABILITIES & SHAREHOLDERS' DEFICIENCY                                     $ 32,376,220       $ 33,992,586
                                                                                 ============       ============

See notes to consolidated financial statements.
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METATEC INTERNATIONAL, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS (UNAUDITED)

                                                                    Three Months Ended March 31,
                                                                 --------------------------------
                                                                      2003              2002
-------------------------------------------------------------    --------------     -------------

NET SALES                                                         $ 10,449,055       $ 13,125,697
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Cost of sales                                                        6,584,975          9,026,233
                                                                  ------------       ------------

Gross margin                                                         3,864,080          4,099,464

Selling, general and administrative expenses                        (3,391,736)        (4,119,388)
Gain on sale of assets                                                 456,509                  0
                                                                  ------------       ------------

OPERATING EARNINGS (LOSS) FROM CONTINUING OPERATIONS                   928,853            (19,924)

Other income and (expense):
        Investment income                                                   63                357
        Interest expense                                              (659,228)          (751,964)
                                                                  ------------       ------------

INCOME (LOSS) FROM CONTINUING OPERATIONS BEFORE INCOME TAXES           269,688           (771,531)

Income tax benefit                                                           0            875,000
                                                                  ------------       ------------

INCOME FROM CONTINUING OPERATIONS                                      269,688            103,469

Income from discontinued operations                                          0            103,094
                                                                  ------------       ------------

NET  INCOME                                                       $    269,688       $    206,563
                                                                  ============       ============

WEIGHTED AVERAGE NUMBER OF SHARES OUTSTANDING
        Basic and diluted                                            6,536,113          6,453,891
                                                                  ============       ============

INCOME FROM CONTINUING OPERATIONS PER COMMON SHARE
        Basic and diluted                                         $       0.04       $       0.02
                                                                  ============       ============

NET INCOME COMMON SHARE
        Basic and diluted                                         $       0.04       $       0.03
                                                                  ============       ============

See notes to condensed consolidated financial statements.
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METATEC INTERNATIONAL, INC.
----------------------------------------------------------
CONSOLIDATED STATEMENTS OF SHAREHOLDERS' DEFICIENCY (UNAUDITED)

                                                                                              Unamortized
                                                Common         Accumulated        Treasury     Restricted
                                                Stock            Deficit           Stock          Stock             Total
----------------------------------------   --------------    --------------    -------------   -----------     ---------------

BALANCE AT DECEMBER 31, 2002                $ 33,008,138     $ (39,819,030)    $ (3,670,537)    $ (21,125)     $  (10,502,554)
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Net income                                                         269,688                                            269,688

Amortization of restricted stock                                                                    4,875               4,875

                                            ------------     -------------     ------------     ---------      --------------
BALANCE AT MARCH 31, 2003                   $ 33,008,138     $ (39,549,342)    $ (3,670,537)    $ (16,250)     $  (10,227,991)
                                            ============     =============     ============     =========      ==============

See notes to consolidated financial statements.
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METATEC INTERNATIONAL, INC.
-----------------------------------------------------------------
CONSOLIDATED STATEMENTS OF CASH FLOWS (UNAUDITED)

For the three months ended March 31,                                  2003             2002
------------------------------------------------------------    --------------------------------

CASH FLOWS FROM OPERATING ACTIVITIES:

   Net income                                                     $   269,688       $   206,563
   Adjustments to reconcile net income to net cash provided
     by operating activities:
      Depreciation and amortization                                 1,009,549         1,401,962
      Gain on sale of assets                                         (456,505)                0
      Changes in assets and liabilities:
         Accounts receivable                                          787,454         2,038,858
         Inventory                                                     22,046           121,629
         Prepaid expenses and other assets                            102,217          (843,437)
         Accounts payable and accrued expenses                     (1,085,833)       (2,755,771)
         Unearned income                                                3,763           (14,434)
      Net assets of discontinued operations                                 0           128,866
                                                                  -----------------------------
            Net cash provided by operating activities                 652,379           284,236
                                                                  -----------------------------

CASH FLOWS FROM INVESTING ACTIVITIES:

   Purchase of property, plant and equipment                          (87,734)          (20,876)
   Proceeds from the sales of property, plant and equipment           566,075         1,185,234
                                                                  -----------       -----------
      Net cash provided by investing activities                       478,341         1,164,358
                                                                  -----------       -----------

CASH FLOWS FROM FINANCING ACTIVITIES:

   Payment of long-term debt and capital lease obligations         (1,064,339)          (91,898)
   Net increase (reduction) in revolving line of credit               214,362        (2,546,859)
                                                                  -----------       -----------
      Net cash used in financing activities                          (849,977)       (2,638,757)
                                                                  -----------       -----------
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Increase (decrease) in cash and cash equivalents                      280,743        (1,190,163)
Cash and cash equivalents at beginning of period                      336,597         1,291,778
                                                                  -----------       -----------
CASH AND CASH EQUIVALENTS AT END OF PERIOD                        $   617,340       $   101,615
                                                                  ===========       ===========

SUPPLEMENTAL CASH FLOW DISCLOSURES:

   Interest paid                                                  $   632,875       $   691,179
                                                                  ===========       ===========

   Income tax refunds received                                    $         0       $    (5,700)
                                                                  ===========       ===========

  Assets purchased by the assumption of a liability               $    52,799       $    19,184
                                                                  ===========       ===========

   Issuance of restricted stock                                   $         0       $    39,000
                                                                  ===========       ===========

   Payment of accrued restrucuturing expense by the issuance
        of treasury stock                                         $         0       $    90,000
                                                                  ===========       ===========

  Assets sold for the assumption of a receivable                  $    90,000       $         0
                                                                  ===========       ===========

See notes to condensed consolidated financial statements.
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                           METATEC INTERNATIONAL, INC.
                   NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
                                   (unaudited)

1. BASIS OF PRESENTATION - The consolidated balance sheet as of March 31, 2003,
the consolidated statements of operations for the three months ended March 31,
2003 and 2002, the consolidated statement of shareholders' deficiency for the
three months ended March 31, 2003, and the consolidated statements of cash flows
for the three month periods then ended have been prepared by the Company,
without audit. In the opinion of management, all adjustments, which consist
solely of normal recurring adjustments, necessary to present fairly, in
accordance with accounting principles generally accepted in the United States of
America, the financial position, results of operations and changes in cash flows
for all periods presented have been made.

Certain information and footnote disclosures normally included in financial
statements prepared in accordance with accounting principles generally accepted
in the United States of America have been condensed or omitted. These
consolidated financial statements should be read in conjunction with the
consolidated financial statements and notes thereto included in the Company's
December 31, 2002 annual report on Form 10-K. The results of operations for the
period ended March 31, 2003 are not necessarily indicative of the results for
the full year.
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In January 2003, the Company sold its Internet-based electronic software
distribution ("ESD") business to Digital River, Inc. ("Digital River"), a global
e-commerce outsource solutions provider based in Minneapolis, Minnesota. Under
the terms of the agreement, Digital River acquired certain assets and assumed
certain liabilities associated with the Company's ESD business, and the Company
received approximately $1,100,000 in cash and notes, subject to adjustment based
on an earn out computation. The Company recognized a gain on the sale of
approximately $457,000 during the first quarter of 2003.

In February 2003, the Company entered into a licensing agreement with one of its
DVD patent licensors which, among other things, provides for a deferred payment
schedule for accrued royalties owed by the Company under prior licensing
agreements, and, as a result, $137,000 of accrued royalties were reclassified to
other long-term liabilities as of December 31, 2002.

Income taxes - In March 2002, the President signed the Job Creation and Worker
Assistance Act of 2002 into law. This law extended the carry back period from
two to five years for net operating losses arising in the 2001 and 2002 taxable
years. The Company recorded an income tax benefit of $875,000 in the quarter
ended March 31, 2002 related to this law.

SFAS No. 145, "Rescission of FASB Statements No. 4, 44, and 64, Amendment of
FASB Statement No. 13, and Technical Corrections," is effective for fiscal years
beginning after May 15, 2002 (December 31, 2003 for the Company). This Statement
rescinds FASB Statements No. 4 and 64 that dealt with issues relating to the
extinguishment of debt. This Statement also rescinds FASB Statement No. 44 that
dealt with intangible assets of motor carriers. This Statement modifies SFAS No.
13, "Accounting for Leases," so that certain capital lease modifications must be
accounted for by lessees as sale-leaseback transactions. Additionally, this
Statement identifies amendments that should have been made to previously
existing pronouncements and formally amends the appropriate pronouncements. The
adoption of SFAS No. 145 does not have a significant effect on the Company's
results of operations or its financial position.

SFAS No. 146, "Accounting for Costs Associated With Exit or Disposal Activities"
is effective for exit or disposal activities that are initiated after December
31, 2002. This Statement addresses financial accounting and reporting for costs
associated with exit or disposal activities and nullifies Emerging Issues Task
Force (EITF) Issue No. 94-3, "Liability Recognition for Certain Employee
Termination Benefits and Other Costs to Exit an Activity (including Certain
Costs Incurred in a Restructuring)." The principal difference between this
Statement and Issue 94-3 is that this Statement requires that a liability for a
cost associated with an exit or
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disposal activity be recognized when the liability is incurred. Under Issue
94-3, a liability for an exit cost was recognized at the date of an entity's
commitment to an exit plan. The adoption of SFAS No. 146 did not have a material
impact on the Company's consolidated financial statements.

In December 2002, the FASB issued SFAS No. 148, "Accounting for Stock-Based
Compensation - Transition and Disclosure," ("SFAS 148"). SFAS 148 amends FASB
Statement No. 123, "Accounting for Stock-Based Compensation" ("SFAS 123") to
provide alternative methods for an entity that voluntarily changes to the fair
value based method of accounting for stock-based compensation, amends the
disclosure provisions of SFAS 123 and amends APB Opinion No. 28, "Interim
Financial Reporting," to require disclosure about those effects in interim
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financial information. The transition guidance and annual disclosure provisions
of SFAS 148 are effective for fiscal years ending after December 15, 2002. In
addition, this Statement amends the disclosure requirements of Statement No. 123
to require prominent disclosures in both annual and interim financial
statements. Certain of the disclosure modifications are required for fiscal
years ending after December 15, 2002 and are included in the notes to these
consolidated financial statements.

In November 2002, the FASB issued FASB Interpretation No. 45 ("FIN 45"),
Guarantor's Accounting and Disclosure Requirements for Guarantees, Including
Indirect Guarantees of Indebtedness of Others, an interpretation of FASB
Statements No. 5, 57 and 107 and Rescission of FASB Interpretation No. 34. FIN
45 clarifies the requirements of SFAS No. 5, "Accounting for Contingencies,"
relating to the guarantor's accounting for, and disclosure of, the issuance of
certain types of guarantees. The disclosure provisions of FIN 45 are effective
for the current fiscal year and were not material in relation to the Company's
2002 consolidated financial statements. However, the provisions for initial
recognition and measurement are effective on a prospective basis for guarantees
that are issued or modified after December 31, 2002, irrespective of a
guarantor's year-end. The adoption of FIN 45 did not have a material impact on
the Company's financial condition or results of operations.

In January 2003, the FASB issued FIN 46, Consolidation of Variable Interest
Entities. FIN 46 clarifies the application of Accounting Research Bulletin No.
51, Consolidated Financial Statements, to certain entities in which equity
investors do not have the characteristics of a controlling financial interest or
do not have sufficient equity at risk for the entity to finance its activities
without additional subordinated financial support from other parties. FIN 46
requires a variable interest entity to be consolidated by a company, if that
company is subject to a majority of the risk of loss from the variable interest
entity's activities or entitled to receive a majority of the entity's residual
returns or both. FIN 46 also requires disclosures about variable interest
entities that a company is not required to consolidate but in which it has a
significant variable interest. The consolidation requirements of FIN 46 apply
immediately to variable interest entities created after January 31, 2003 and to
existing entities in the first fiscal year or interim period beginning after
June 15, 2003. Certain of the disclosure requirements apply to all financial
statements issued after January 31, 2003, regardless of when the variable
interest entity was established. The initial adoption of this accounting
pronouncement did not have a material impact on the Company's consolidated
financial statements.

2. DISCONTINUED OPERATIONS Pursuant to an agreement dated as of September 30,
2002, the Company sold its European CD-ROM manufacturing operations in Breda,
The Netherlands, to Nimbus, a Netherlands-based private investment group. The
transaction was structured as a sale of all of the shares of Metatec's European
subsidiary to Nimbus. The shares were sold in exchange for the assumption of the
European subsidiary's liabilities as of August 31, 2002.

European operations had revenues for the three months ended March 31, 2002 of
$2,120,000.

Pre-tax income for the Company's European operations for the three months ended
March 31, 2002 was $103,000.

The Company accounted for these operations as discontinued operations in the
2002 consolidated financial statements.
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3. STOCK OPTIONS During the three months ended March 31, 2003, the Company's
stock options activity and weighted average exercise prices were as follows:

                                              Shares           Exercise Price
                                              ------           --------------

Outstanding, December 31, 2002               1,171,750               $3.89
Granted                                              0               $0.00
Exercised                                            0               $0.00
Forfeited                                       77,525               $4.24
                                           ---------------    -----------------
Outstanding, March 31, 2003                  1,094,225               $3.86
                                           ---------------    -----------------

The Company accounts for employee and director stock options using the intrinsic
value method. Under this method, no compensation expense was recorded in all
years presented because all stock options were granted at an exercise price
equal to the fair market value of the Company's stock on the date of the grant.
If compensation expense for the Company's stock option grants had been
determined based on their estimated fair value at the grant dates, the Company's
net income and earnings per share for the quarter ending March 31, 2003 would
have been as follows:

Net income, as reported                                               $269,688
Deduct:  total stock-based compensation expense determined
      under the fair value method for all awards, net of
      related tax benefits                                             (20,581)
                                                                      --------

Pro forma net income                                                  $249,107
                                                                      ========

Earnings per common share, basic and diluted:
          As reported                                                 $.04
          Pro forma                                                   $.04

The fair value of options granted was estimated on the date of the grant using
the Black-Scholes option-pricing model.

ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS
OF OPERATIONS FOR THE THREE MONTHS ENDED MARCH 31, 2003 COMPARED TO THREE MONTHS
ENDED MARCH 31, 2002

BUSINESS OF THE COMPANY

The Company provides technology driven supply chain solutions that enable its
customers to streamline the process of delivering their products and information
to market, increase efficiencies and reduce costs. The Company assists its
customers with a wide range of services, from preparing their products for
market to delivering their finished products into the distribution channel or
directly to the end-users. The Company's solutions are built on a solid
technology foundation that includes both customized system integration and a
web-based reporting and tracking tool that makes real-time information easily
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accessible. Technologies include CD-ROM and DVD manufacturing services and
secure Internet-based software distribution services. The Company's core CD-ROM
manufacturing, packaging and distribution capabilities serve as a component of
the supply chain. The Company's manufacturing and distribution facilities are
located in Dublin, Ohio.
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CRITICAL ACCOUNTING POLICIES

The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires the appropriate
application of accounting policies, many of which require the Company's
management to make estimates and assumptions about future events and their
impact on amounts reported in the Company's financial statements and related
notes. Since future events and their impact cannot be determined with certainty,
actual results will inevitably differ from management's estimates. Such
differences could be material to the Company's financial statements.

Management believes that its application of accounting policies, and the
estimates inherently required therein, are reasonable. These accounting policies
and estimates are periodically reevaluated, and adjustments are made when facts
and circumstances indicate a change is necessary.

The Company's accounting policies are more fully described in Note 1 to the
consolidated financial statements included in the Company's Form 10-K for the
year ended December 31, 2002. Described below are certain critical accounting
policies which management believes are important to a reader of the financial
statements. These critical accounting policies are not intended to be a
comprehensive list of all the Company's accounting policies. In many cases, the
accounting treatment of a particular transaction is specifically dictated by
accounting principles generally accepted in the United States of America, with
no need for management's judgment in their application. There are also areas in
which management's judgment in selecting other available alternatives would not
produce a materially different result.

Long-lived assets. In evaluating the fair value and future benefits of
long-lived assets, management completes an analysis of the anticipated
undiscounted future net cash flows of the related long-lived assets and reduces
their carrying value by the excess, if any, as a result of such calculation.
Management believes that the long-lived assets' carrying values and useful lives
are appropriate.

Allowance for doubtful accounts. Management attempts to reserve for expected
credit losses based on the Company's past experience with similar accounts
receivable, and it believes that the Company's reserves are adequate. It is
possible, however, that the accuracy of management's estimation process could be
materially impacted as the composition of this pool of accounts receivable
changes over time. Management periodically reviews and modifies the estimation
process as changes to the composition of this pool require.

Litigation. The Company and its legal counsel evaluate litigation and review the
likelihood of an outcome and the resulting materiality to the Company. The
Company is involved in various legal claims arising from the normal course of
its business. While the ultimate liability, if any, from these proceedings is
presently indeterminable, in the opinion of management, these matters should not
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have a material adverse effect on the consolidated financial statements of the
Company.

Income taxes. The Company has a history of unprofitable operations. These losses
generated a significant federal tax net operating loss, or NOL, carryforward as
of March 31, 2003 and December 31, 2002. Accounting principles generally
accepted in the United States of America require the Company to record a
valuation allowance against the deferred tax asset associated with this NOL if
it is "more likely than not" that the Company will not be able to utilize the
NOL to offset future taxes. Due to the amount of the NOL carryforward in
relation to the Company's history of unprofitable operations, management has
recorded a valuation allowance in the Company's financial statements to offset
the deferred tax asset associated with the NOL because of the uncertainty
surrounding the realizability of such asset.

In the future the Company could achieve levels of profitability which could
cause management to conclude that it is more likely than not that the Company
will realize all or a portion of the NOL carryforward. Upon reaching such a
conclusion, the Company would reduce the valuation allowance which would
increase the estimated net realizable value of the deferred tax asset at that
time and would then provide for income taxes at a rate equal to the Company's
combined federal and state effective rates.
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RESULTS OF OPERATIONS

Net sales for the three months ended March 31, 2003, were $10,449,000, a
decrease of $2,677,000, or 20% over the same period of the prior year. This
decrease was primarily due to declining prices for the Company's CD-ROM products
and services caused by industry-wide excess manufacturing capacity, a trend the
Company anticipates will continue. In addition, demand for the Company's CD-ROM
products and services declined due to several factors, including the continued
poor general economic conditions, the continued increase in customers using
on-line or electronic methods to distribute information, and the continued
maturation of the CD-ROM market.

Gross margin was 37% of net sales for the three months ended March 31, 2003, as
compared to 31% of net sales for the same period of the prior year. The Company
believes that the improvement in gross margins in the period-to-period
comparisons reflects management's focus on supply chain services and its
continued cost-cutting and emphasis on operational efficiency.

Selling, general and administrative ("SG&A") expenses were $3,392,000, or 32% of
net sales, for the three months ended March 31, 2003, as compared to $4,119,000,
or 31% of net sales, for same period of the prior year. The reduction in SG&A
expenses for the period-to-period comparison was the result of the Company's
cost-cutting initiatives, such as workforce reductions and facility closures or
sales, while the increase in the SG&A expense percentage for the
period-to-period comparison was the result of decreased sales, as fixed expenses
were spread over a smaller sales base.

On January 14, 2003, the Company sold its Internet-based electronic software
distribution ("ESD") business to Digital River, Inc. ("Digital River"), a global
e-commerce outsource solutions provider based in Minneapolis, Minnesota. Under
the terms of the agreement, Digital River acquired certain assets and assumed
certain liabilities associated with the Company's ESD business, and the Company
received approximately $1,100,000 in cash and notes, subject to adjustment based
on an earn out computation. The Company recognized a gain on the sale of
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approximately $457,000 during the first quarter of 2003.

No restructuring expenses were incurred during the three months ended March 31,
2003 or the three months of the prior year.

Summary of Accrued Restructuring

                                                             In '000's

                                          Termination       Exit/Other
              Description                  Benefits           Costs            Total
              -----------                  --------           -----            -----

Accrued balance
  December 31, 2002                        $    873          $   1,361       $   2,234

Payments year to date March 31, 2003       $   (350)         $    (371)      $    (721)
                                          ----------------------------------------------

Accrued balance

March 31, 2003                             $    523          $     990       $   1,513
                                          ==============================================

Accrued Restructuring-Current              $    523          $     325       $     848
                                          ==============================================
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Interest expense for the three months ended March 31, 2003 was $659,000, as
compared to $752,000 for the same period of the prior year. The decrease in
interest expense was due to decreased debt balances under the Company's
revolving loan and term loan facilities and lower interest rates.

The Company recognized an income tax benefit of $875,000 for the three months
ended March 31, 2002. In March 2002, the Job Creation and Worker Assistance Act
of 2002 was enacted into law. This law extended the carry back period from two
years to five years for net operating losses arising in the 2001 and 2002
taxable years. For the three months ended March 31, 2003 the Company utilized
approximately $300,000 of its net operating loss carryforward and, therefore,
did not record any income tax expense.

The net income from continuing operations for the three months ended March 31,
2003 was $270,000, or $.04 per basic and diluted common share, as compared to a
net income from continuing operations in the same period of the prior year of
$103,000, or $.02 per basic and diluted common share . Including discontinued
operations, discussed below, the Company had a net income of $270,000 for the
three months ended March 31, 2003, or $.04 per basic and diluted common share,
as compared to net income in the same period of the prior year of $207,000, or
$.03 per basic and diluted common share.

Discontinued Operations
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Pursuant to an agreement dated as of September 30, 2002, the Company sold its
European CD-ROM manufacturing operations in Breda, The Netherlands, to Nimbus, a
Netherlands-based private investment group. The transaction was structured as a
sale of all of the shares of Metatec's European subsidiary to Nimbus. The shares
were sold in exchange for the assumption of the European subsidiary's
liabilities as of August 31, 2002.

European operations had revenues for the three months ended March 31, 2002, of
$2,120,000.

Pre-tax income for the Company's European operations for the three months ended
March 31, 2002, was $103,000.

FINANCIAL CONDITION - LIQUIDITY AND CAPITAL RESOURCES

Source of Liquidity

The Company financed its business during the three months ended March 31, 2003,
through cash generated from operations. Cash flow from operating activities was
$652,000 for the three months ended March 31, 2003, as compared to $284,000 for
the three months ended March 31, 2002. The Company had cash and cash equivalents
of $617,000 as of March 31, 2003, as compared to $102,000 as of March 31, 2002.

Bank Financing Matters

The Company has a term loan facility and a revolving loan facility
(collectively, the "Credit Facilities") with its banks. The borrowing base of
the revolving loan facility is limited to the lesser of (i) $10,000,000, or (ii)
the sum of (A) 80% of eligible domestic accounts receivable, plus (B) 30% of
eligible domestic inventory, plus (C) 90% of domestic machinery and equipment.
The borrowing base is further reduced by the aggregate amount of the Company's
outstanding letters of credit. As of March 31, 2003, $8,066,000 and $3,824,000
were outstanding under the term loan facility and revolving loan facility,
respectively, and the Company had approximately $3,288,000 available to draw on
its revolving loan facility.

                                  Page 13 of 19

The revolving loan and the term loans under the Credit Facilities mature on
April 1, 2004. Quarterly principal payments are required for the term loan if
cash flows exceed certain specified targets over designated periods of time. As
of March 31, 2003, the Company exceeded these targets and will make a principle
payment of $202,592 on May 1, 2003. The Credit Facilities are secured by a first
lien on all non-real estate business assets of the Company and a pledge of the
stock of the Company's subsidiaries. The Company is required to comply with the
financial and other covenants contained in the loan agreement for the Credit
Facilities. As of March 31, 2003, the Company was in compliance with these
covenants. The Credit Facilities accrue interest at a rate equal to 3.5% in
excess of the prime rate of the banks. Certain fees are required to be paid to
the banks in connection with the Credit Facilities. The Company expects that it
will be able to negotiate a new borrowing facility prior to April 1, 2004.
However, there can be no assurance that the Company will be able to do so.

The Company has a $19,000,000 term loan facility which was used to permanently
finance the Company's Dublin, Ohio distribution center (completed in 1999) and
to pay down other bank debt. The loan facility has an outstanding principal
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balance of $18,481,265 as of March 31, 2003. This term loan facility is payable
in monthly principal and interest payments based upon a thirty year amortization
schedule, bears interest at a fixed rate of 8.2%, and matures on September 1,
2009. This loan facility is secured by a first lien on all real property of the
Company and letters of credit in favor of the lender, in an aggregate amount of
$1,650,000, which are renewed annually.

Other Liquidity Matters

In February 2003, the Company entered into a licensing agreement with one of its
DVD patent licensors which, among other things, provides for a deferred payment
schedule for accrued royalties owed by the Company under prior licensing
agreements, and, as a result, $137,000 of accrued royalties were reclassified to
other long-term liabilities.

As previously discussed, the Company sold its EDS business to Digital River on
January 14, 2003.

The Company did not carry any off-balance sheet derivative financial instruments
or have any off-balance sheet financial arrangements at March 31, 2003.

Plan to Improve Liquidity and Financial Condition

The Company had a shareholders' deficiency of $10,228,000 as of March 31, 2003,
as compared to a shareholders' deficiency of $10,503,000 as of December 31,
2002. This financial condition presents both short-term and long-term liquidity
issues for the Company.

Management is addressing, and has addressed, the short-term liquidity situation.
In response to declining pricing and reduced demand for CD-ROM products,
management is implementing a plan to increase revenues from its supply chain
solution services. The company expects that it will be able to negotiate a new
borrowing facility prior to April 1, 2004. However, there can be no assurance
that the Company will be able to do so.

The Company has generated positive cash flow from operations in each of the last
four fiscal years. Management believes that the Company's current focus on its
core business customers and continued cost saving measures will allow it to
generate sufficient cash flows to meet operational needs in 2003. However, there
can be no assurance that such measures will allow the Company to generate
sufficient cash flows for the remainder of 2003. Furthermore, additional actions
will need to be taken to address the Company's long-term liquidity issues as a
result of the Company's shareholders' deficiency.

                                  Page 14 of 19

The Company's loan agreement with the banks includes financial covenants which
require the Company to meet specified cash flow thresholds over designated
periods of time. There can be no assurance that the Company will be able to meet
these cash flow thresholds over such periods of time.

SAFE HARBOR STATEMENT UNDER THE PRIVATE SECURITIES LITIGATION REFORM ACT OF 1995

Statements contained in this Form 10-Q or any other reports or documents
prepared by the Company or made by management of the Company may be
"forward-looking" within the meaning of the Private Securities Litigation Reform
Act of 1995. Such forward-looking statements are subject to certain risks and
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uncertainties that could cause the Company's actual results to differ materially
from those projected. Such risks and uncertainties that might cause such a
difference include, but are not limited to: changes in general business and
economic conditions; changes in demand for CD-ROM products or supply chain
services; excess capacity levels in the CD-ROM industry; the introduction of new
products or services by competitors; increased competition (including pricing
pressures); changes in manufacturing efficiencies; changes in supply chain
services techniques; changes in technology; the Company's ability to meet the
cash flow thresholds and other financial covenants in its loan agreement with
its banks, the failure of which could result in the banks' exercising their
legal remedies against the Company or its assets; the Company's shareholders'
deficiency, which means that shareholders may not realize any value upon a sale
or liquidation of the Company or its assets; and other risks discussed in the
Company's filings with the Securities and Exchange Commission, including those
risks discussed under the caption "Forward Looking Statements; Risk Factors
Affecting Future Results" and elsewhere in the Form 10-K for the Company's year
ended December 31, 2002.

ITEM 3.  QUANTITATIVE AND QUALITATIVE DISCLOSURE ABOUT MARKET RISK.

There is no change in the quantitative and qualitative disclosures about the
Company' market risk from the disclosures contained in the Company's Form 10-K
for its fiscal year ended December 31, 2002.

ITEM 4.    CONTROLS AND PROCEDURES

         (a) Within the 90 days prior to the date of filing of this report, the
Company carried out an evaluation, under the supervision and with the
participation of the Company's management, including the Company's Chief
Executive Officer and Chief Financial Officer, of the effectiveness of the
design and operation of the Company's disclosure controls and procedures
pursuant to Exchange Act Rule 13a-14. Based upon that evaluation, the Company's
Chief Executive Officer and Chief Financial Officer concluded that the Company's
disclosure controls and procedures are effective in timely alerting them to
material information relating to the Company (including its consolidated
subsidiaries) required to be included in the Company's periodic filings with the
Securities and Exchange Commission.

         (b) There have been no significant changes in the Company's internal
controls or in other factors that could significantly affect internal controls
subsequent to the date the evaluation described in (a), above, was carried out.
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                           PART II - OTHER INFORMATION
                           ---------------------------

   Items 1-5.  Inapplicable.
               -------------

   Item 6.  Exhibits and Reports on Form 8-K
            --------------------------------
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        (a)      Exhibits

                 Exhibit No.     Description of Exhibit
                 -----------     ----------------------

                 99.1            Certification Pursuant to 18 U.S.C. Section
                                 1350, as Adopted Pursuant to Section 906 of the
                                 Sarbanes-Oxley Act of 2002

                 99.2            Certification Pursuant to 18 U.S.C. Section
                                 1350, as Adopted Pursuant to Section 906 of the
                                 Sarbanes-Oxley Act of 2002

        (b)      Reports on Form 8-K.

                 (i)             The Company filed a Form 8-K dated January 31,
                                 2003, under Item 5 to report that the Company
                                 had sold its Internet-based electronic software
                                 distribution business.
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                                   SIGNATURES
                                   ----------

   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.

                                                Metatec International, Inc.

                                                /s/ Gary W. Qualmann

                                                BY: Gary W. Qualmann
   Date: May 12, 2003                           Chief Financial Officer
                                                (authorized signatory-
                                                principal financial officer)

                                                /s/ Julia A. Fratianne

                                                BY: Julia A. Fratianne
                                                Vice President - Finance
                                                (authorized signatory-
                                                principal accounting officer)
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                                 CERTIFICATIONS

         I, Christopher A. Munro, certify that:

         1. I have reviewed this quarterly report on Form 10-Q of Metatec
International, Inc.;

         2. Based on my knowledge, this report does not contain any untrue
statement of a material fact or omit to state a material fact necessary to make
the statements made, in light of the circumstances under which such statements
were made, not misleading with respect to the period covered by this report;

         3. Based on my knowledge, the financial statements, and other financial
information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as
of, and for, the periods presented in this report;

         4. The registrant's other certifying officers and I are responsible for
establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-14 and 15d-14) for the registrant and we have:

                  (a) Designed such disclosure controls and procedures to ensure
         that material information relating to the registrant, including its
         consolidated subsidiaries, is made known to us by others within those
         entities, particularly during the period in which this quarterly report
         is being prepared;

                  (b) Evaluated the effectiveness of the registrant's disclosure
         controls and procedures as of a date within 90 days prior to the filing
         date of this quarterly report (the "Evaluation Date"); and

                  (c) Presented in this quarterly report our conclusions about
         the effectiveness of the disclosure controls and procedures based on
         our evaluation as of the Evaluation Date;

         5. The registrant's other certifying officers and I have disclosed,
based on our most recent evaluation, to the registrant's auditors and the audit
committee of registrant's board of directors (or persons performing the
equivalent function):

                  (a) All significant deficiencies in the design or operation of
         internal controls which could adversely affect the registrant's ability
         to record, process, summarize and report financial data and have
         identified for the registrant's auditors any material weaknesses in
         internal controls; and

                  (b) Any fraud, whether or not material, that involves
         management or other employees who have a significant role in the
         registrant's internal controls; and

         6. The registrant's other certifying officers and I have indicated in
this quarterly report whether or not there were significant changes in internal
controls or in other factors that could significantly affect internal controls
subsequent to the date of our most recent evaluation, including any corrective
actions with regard to significant deficiencies and material weaknesses.

Date:  May 12, 2003                            /s/ Christopher A. Munro
                                               ---------------------------------
                                               Christopher A. Munro,
                                               Chief Executive Officer
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                                               (Principal executive officer)
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         I, Gary W. Qualmann, certify that:

         1. I have reviewed this quarterly report on Form 10-Q of Metatec
International, Inc.;

         2. Based on my knowledge, this report does not contain any untrue
statement of a material fact or omit to state a material fact necessary to make
the statements made, in light of the circumstances under which such statements
were made, not misleading with respect to the period covered by this report;

         3. Based on my knowledge, the financial statements, and other financial
information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as
of, and for, the periods presented in this report;

         4. The registrant's other certifying officers and I are responsible for
establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-14 and 15d-14) for the registrant and we have:

                  (a) Designed such disclosure controls and procedures to ensure
         that material information relating to the registrant, including its
         consolidated subsidiaries, is made known to us by others within those
         entities, particularly during the period in which this quarterly report
         is being prepared;

                  (b) Evaluated the effectiveness of the registrant's disclosure
         controls and procedures as of a date within 90 days prior to the filing
         date of this quarterly report (the "Evaluation Date"); and

                  (c) Presented in this quarterly report our conclusions about
         the effectiveness of the disclosure controls and procedures based on
         our evaluation as of the Evaluation Date;

         5. The registrant's other certifying officers and I have disclosed,
based on our most recent evaluation, to the registrant's auditors and the audit
committee of registrant's board of directors (or persons performing the
equivalent function):

                  (a) All significant deficiencies in the design or operation of
         internal controls which could adversely affect the registrant's ability
         to record, process, summarize and report financial data and have
         identified for the registrant's auditors any material weaknesses in
         internal controls; and

                  (b) Any fraud, whether or not material, that involves
         management or other employees who have a significant role in the
         registrant's internal controls; and

         6. The registrant's other certifying officers and I have indicated in
this quarterly report whether or not there were significant changes in internal
controls or in other factors that could significantly affect internal controls
subsequent to the date of our most recent evaluation, including any corrective
actions with regard to significant deficiencies and material weaknesses.
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Date:  May 12, 2003                        /s/ Gary W. Qualmann
                                           -----------------------------------
                                           Gary W. Qualmann
                                           Chief Financial Officer
                                           (Principal financial officer)
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                          METATEC INTERNATIONAL, INC.

                                   Form 10-Q
                   For Quarterly Period Ended March 31, 2003

                                  EXHIBIT INDEX

      Exhibit No.      Description of Exhibit
      -----------      ----------------------

          99.1         Certification Pursuant to 18 U.S.C. Section 1350, as
                       Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act
                       of 2002

          99.2         Certification Pursuant to 18 U.S.C. Section 1350, as
                       Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act
                       of 2002

nbsp;trading days during the 30 consecutive trading days ending on the first trading day of such fiscal quarter is
greater than 125% of the conversion price per share on such trading day;  � on or after May 15, 2019, at any time after the last
reported sale price of our common stock on any date is greater than 125% of the then current conversion price; � during the five business days
after any ten consecutive trading days in which the average of the trading prices per $1,000 principal amount of debentures during such ten
trading-day period was less than 98% of the product of the average of the last reported sale price of our common stock for each day during such
ten trading-day period and the then current conversion rate; � if those debentures have been called for redemption by us; � upon the occurrence
of specified corporate transactions as described under �Description of Debentures � Conversion upon specified corporate transactions;� or� upon
the occurrence of specified credit rating events described under �Description of Debentures � Conversion upon credit ratings event.�

Upon conversion, we will have the right to deliver, in lieu of shares of common stock, cash or a
combination of cash and shares of common stock in amounts described in this prospectus under
�Description of Debentures � Conversion rights.�
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Upon conversion, you will not receive any separate cash payment of interest (including additional
interest, if any), except in limited circumstances. Instead, interest will be deemed paid by the shares of
our common stock or cash issued to you upon conversion. We will not issue fractional shares of our
common stock and will pay cash in lieu thereof. Debentures called for redemption may be surrendered
for conversion only until the close of business on the second business day prior to the redemption date.

Sinking fund None.

Optional redemption of the debentures
by us

Prior to May 20, 2011, the debentures are not redeemable. On or after May 20, 2011, we may redeem
the debentures, in whole or in part, at any time, for cash at a redemption price equal to 100% of
principal amount, plus any accrued and unpaid interest (including additional interest, if any) to (but
excluding) the redemption date.

Repurchase of the debentures by us at
the option of the holder

You may require us to repurchase some or all of your debentures on May 15, 2011, May 15, 2014 or
May 15, 2019 at a repurchase price equal to 100% of principal amount, plus any accrued and unpaid
interest (including additional interest, if any) to (but excluding) the repurchase date. We may, at our
option, pay the repurchase price in cash or shares of our common stock (valued using the method set
forth in �Description of Debentures � Repurchase of debentures by us at the option of the holder�) or a
combination thereof, except that we will pay accrued and unpaid interest (including additional interest,
if any) in cash.

Purchase of the debentures by us upon a
fundamental change

If a fundamental change (as defined in �Description of Debentures � Repurchase of debentures by us at
the option of the holder upon a fundamental change�) occurs prior to maturity of the debentures, you
will have the right, at your option, to require us to repurchase for cash some or all of your debentures
at a repurchase price equal to 100% of principal amount, plus any accrued and unpaid interest
(including additional interest, if any) to (but excluding) the repurchase date. We may, at our option,
pay the repurchase price in cash or shares of our common stock (valued using the method set forth in
�Description of Debentures � Repurchase of debentures by us at the option of the holder upon a
fundamental change�) or a combination thereof, except that we will pay any accrued and unpaid interest
in cash.

Common stock outstanding At October 31, 2004, 58,480,908 shares of our common stock were outstanding, excluding:

� 2,578,965 shares issuable upon exercise of options outstanding under our equity incentive plans, at a
weighted average exercise price of $10.80;
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� 8,424,908 shares issuable upon conversion of our 6 3/4% Trust Convertible Preferred Securities at a
conversion price of $30.713;

� 384,089 shares issuable under our Colleague Stock Discount Purchase Plan; and

� 28,875,025 shares of common stock issuable upon conversion of the debentures at the initial
conversion price.

At October 31, 2004, 3,450,823 shares were available for future awards under our equity incentive
plans. Since October 31, 2004, we have not issued any options or any shares except upon exercise of
previously outstanding options.

NYSE symbol TWR

Dividend policy We have never paid cash dividends on our common stock, and we have no current plans to pay any
cash dividends in the foreseeable future.

Trading Upon effectiveness of the registration statement of which this prospectus is a part, the debentures
offered hereby and the shares of our common stock issuable upon conversion thereof will be freely
transferable by persons other than our affiliates. Upon such effectiveness, the debentures offered
hereby will no longer be eligible for trading in the PORTAL market. We do not intend to list the
debentures offered hereby on any national securities exchange or for quotation through any automated
quotation system. The other debentures, if any, will continue to be eligible for trading in the PORTAL
market and will otherwise continue to be subject to certain transfer restrictions.

Risk Factors

In evaluating an investment in the debentures, prospective investors should carefully consider, along with the other information set forth in
or incorporated by reference into this prospectus, the specific factors set forth under �Risk Factors� for risks involved with an investment in the
debentures.

Additional Information

Tower Automotive, Inc. was incorporated under the laws of the State of Delaware in April 1993. Our principal executive offices are located
at 27175 Haggerty Road, Novi, Michigan 48377, and our telephone number is (248) 675-6000.
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SUMMARY HISTORICAL CONSOLIDATED FINANCIAL DATA

The following table sets forth our summary historical consolidated financial data for the periods ended and at the dates indicated below. We
have derived the audited historical consolidated financial data as of and for the years ended December 31, 2001, 2002 and 2003 from our audited
financial statements incorporated by reference into this prospectus. Our consolidated financial statements as of and for the years ended
December 31, 2002 and 2003 have been audited by Deloitte & Touche LLP, and our consolidated financial statements as of and for the year
ended December 31, 2001 have been audited by Arthur Andersen LLP. For more information, see �Experts.� The summary historical consolidated
financial data as of and for the years ended December 31, 1999 and 2000 have been derived from Tower Automotive�s audited consolidated
financial statements for such years, which are not included or incorporated by reference into this prospectus. We have derived the unaudited
historical consolidated financial data as of and for the nine month periods ended September 30, 2003 and September 30, 2004 from our
unaudited consolidated financial statements incorporated by reference into this prospectus. The information furnished in our unaudited
consolidated financial statements includes primarily normal recurring adjustments and reflects all adjustments, which are, in the opinion of
management, necessary for a fair presentation of such financial statements. The results of operations for the nine month period ended
September 30, 2004 are not necessarily indicative of the operating results to be expected for the full year.

The following summary consolidated financial information should be read in conjunction with �Selected Financial Data,� �Management�s
Discussion and Analysis of Financial Condition and Results of Operations� and the consolidated financial statements of Tower Automotive and
the related notes thereto incorporated by reference in this prospectus.

Nine Months Ended
Years Ended December 31, September 30,

1999 2000 2001 2002 2003 2003 2004

(In thousands, except per share data)
Statement of Operations Data:
Revenues $2,170,003 $2,531,953 $2,467,433 $2,754,464 $2,815,749 $2,098,770 $2,286,783
Cost of sales 1,823,103 2,160,359 2,190,248 2,456,380 2,560,689 1,909,952 2,125,040
Selling, general and
administrative expense 105,950 141,984 139,203 143,822 155,500 115,581 102,798
Amortization expense 15,803 21,517 24,804 � � � �
Restructuring and asset
impairment charge � 141,326 383,739 61,125 157,532 147,621 (3,283)
Operating income (loss) 225,147 66,767 (270,561) 93,137 (57,972) (74,384) 62,228
Interest expense, net 37,981 64,711 73,765 70,267 92,747 62,120 105,409
Unrealized gain on
derivative � � � � � � (3,860)
Provision (benefit) for
income taxes 74,866 626 (73,312) 7,636 (50,811) (46,412) (14,418)
Cumulative effect of
change in accounting
principle, net of tax(1) � � � (112,786) � � �
Net income (loss) $ 117,088 $ 13,434 $ (267,524) $ (97,606) $ (124,675) $ (91,641) $ (10,857)
Basic earnings (loss) per
share 2.50 0.29 (5.87) (1.70) (2.20) (1.62) (0.19)
Diluted earnings (loss)
per share 2.10 0.28 (5.87) (1.70) (2.20) (1.62) (0.19)
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Nine Months Ended
Years Ended December 31, September 30,

1999 2000 2001 2002 2003 2003 2004

(In thousands, except per share data)
Other Financial Data:
Capital expenditures,
net(2) $ 197,315 $ 93,588 $ 193,955 $ 158,964 $ 230,126 $ 180,126 $ 176,848
Depreciation and
amortization 111,611 144,805 159,893 136,698 151,198 119,639 114,354
Cash provided by (used
in):

Operating activities 212,003 92,648 513,815 130,952 184,798 140,142 40,307
Investing activities (583,894) (266,782) (199,373) (145,449) (221,623) (176,620) (146,447)
Financing activities 372,074 173,890 (296,048) 6,429 184,025 158,036 90,221

EBITDA(3) 341,546 223,576 (107,178) 116,995 68,459 43,706 194,488

At September 30, 2004

Balance Sheet Data:
Cash and cash equivalents $ 144,980
Working capital (deficiency) (189,484)
Total assets 3,025,989
Total debt(4) 1,491,274
Stockholders� investment 405,001

(1) We adopted SFAS No. 142 relating to the accounting for goodwill and other intangible assets as of January 1, 2002. Utilizing a
combination of valuation techniques including the discounted cash flow approach and the market multiple approach, we recorded a
transitional impairment loss of $112,786 in the first quarter of 2002.

(2) We lease certain equipment utilized in our operations under operating agreements. Net capital expenditures exclude all costs related to this
leased equipment. Gross capital expenditures represent the amount of our capital expenditures had such equipment been purchased rather
than leased. Gross capital expenditures for the years ended December 31, 1999, 2000, 2001, 2002 and 2003 and for the nine months ended
September 30, 2003 and 2004 were $215.2 million, $196.6 million, $265.7 million, $187.2 million, $262.9 million, $197.1 million and
$176.8 million, respectively. Gross capital expenditures represent non-GAAP financial measures when these amounts do not equal net
capital expenditures. A reconciliation of gross capital expenditures to net capital expenditures presented in accordance with GAAP
follows:

Nine Months Ended
Years Ended December 31, September 30,

1999 2000 2001 2002 2003 2003 2004

Gross capital expenditures $215.2 $ 196.6 $265.7 $187.2 $262.9 $197.1 $(176.8)
GAAP adjustments (17.9) (103.0) (71.7) (28.2) (32.8) (17.0) �

Capital expenditures, net $197.3 $ 93.6 $194.0 $159.0 $230.1 $180.1 $ 176.8

(3) �EBITDA� is net income plus interest, taxes, depreciation and amortization. EBITDA does not represent and should not be considered as an
alternative to net income or cash flow from operations, as determined by generally accepted accounting principles, and our calculation
thereof may not be comparable to that reported by other companies. EBITDA is included in this prospectus because it is a basis upon
which we assess our liquidity position and because certain covenants in our borrowing arrangements are tied to similar measures. We also
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believe that it is widely accepted that EBITDA provides useful information regarding a company�s ability to service and/or incur
indebtedness. This belief is based on our negotiations with our lenders who have indicated that the amount of indebtedness we will be
permitted to incur will be based, in part, on our EBITDA. EBITDA does not take into account our working capital requirements, debt
service requirements, tax payments, capital
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expenditures and other commitments and, accordingly, is not necessarily indicative of amounts that may be available for discretionary use.

EBITDA is calculated on a consolidated basis and includes the earnings of the Issuer�s subsidiaries. Certain of the Issuer�s subsidiaries are
subject to significant restrictions on their ability to dividend or otherwise distribute cash to the Issuer. See �Risk Factors � The Issuer is a
holding company and relies on the earnings and cash flows from operating or investing activities of its subsidiaries. The Issuer may not have
sufficient assets or cash flows from its subsidiaries to fully repay the debentures and its other indebtedness.� See �Price Range of Common
Stock and Dividend Policy � Dividend policy and restrictions.� EBITDA includes equity in earnings of our Metalsa joint venture and of
Yorozu for periods prior to its sale on March 11, 2004. EBITDA for the years ended December 31, 1999, 2000, 2001, 2002 and 2003 and
for the nine months ended September 30, 2003 and 2004 included $0, $0, $2.9 million, $3.2 million, $5.6 million, $2.5 million and
$1.4 million, respectively, of equity in earnings (loss) of joint ventures related to Yorozu.

The following table reconciles EBITDA with net income (loss) and cash flow from operations for the periods indicated:

Nine Months Ended
Years Ended December 31, September 30,

1999 2000 2001 2002 2003 2003 2004

(In thousands, except per share data)
EBITDA $ 341,546 $ 223,576 $(107,178) $ 116,995 $ 68,459 $ 43,706 $ 194,488
Add (subtract):

(Provision) benefit for
income taxes (74,866) (626) 73,312 (7,636) 50,811 46,412 14,418
Interest expense, net (37,981) (64,711) (73,765) (70,267) (92,747) (62,120) (105,409)
Depreciation and
amortization expense (111,611) (144,805) (159,893) (136,698) (151,198) (119,639) (114,354)

Net income (loss) 117,088 13,434 (267,524) (97,606) (124,675) (91,641) (10,857)
Add (subtract):

Depreciation and
amortization expense 111,611 144,805 159,893 136,698 151,198 119,639 114,354
Cumulative effect of
change in accounting
principles, net of tax � � � 112,786 � � �
Restructuring and asset
impairment charge, net � 141,326 383,739 61,125 155,750 145,724 (6,276)
Customer recovery
related to program
cancellation � � � � 15,600 15,600 �
Unrealized gain on
derivative � � � � � � (3,860)
Deferred income tax
expense (benefit) 45,528 (23,373) (80,758) 2,107 (36,027) (50,259) (25,199)
Deferred compensation
plans � � � � � � 856
Gain on sale of plant � � � (3,839) � � �
Write-down of joint
venture investment to
market value � � � � 27,436 � �
Gain on sale of joint
venture investment � � � � � � (9,732)
Extraordinary loss on
extinguishment of debt,
net � 2,988 � � � � �
Equity in earnings of joint
ventures, net of tax (15,268) (22,480) (17,250) (16,822) (13,298) (8,181) (9,093)
Changes in working
capital and other
operating items (46,956) (164,052) 335,715 (63,497) 8,814 9,260 (9,886)
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Cash restructuring and non-cash asset impairment charges for the years ended December 31, 1999, 2000, 2001, 2002 and 2003 and for the
nine months ended September 30, 2003 and 2004 were $0, $37.6 million, $50.7 million, $15.8 million, $14.5 million, $6.2 and $1.8 million,
respectively. The non-cash asset impairment charges recorded in 2003 were primarily associated with the write-down of assets at three of
our frame assembly plants, which currently produce the Ford Explorer and Dodge Ram frames and related products. We expect to cease
producing the Ford Explorer and Dodge Ram frames at these facilities in mid-2005, and, unless we replace those programs with new
business or otherwise utilize these facilities in some other aspect of our business, we will incur significant cash restructuring charges. We
are currently evaluating our options in this regard and are unable to predict with any degree of certainty the ultimate timing or size of any
such cash restructuring charges.

EBITDA for certain periods presented includes restructuring and other non-recurring charges we incurred in these periods. Set forth below
is a summary of these charges:

Nine Months Ended
Years Ended December 31, September 30,

1999 2000 2001 2002 2003 2003 2004

(In thousands, except per share data)
Non-cash restructuring and
asset impairment charges, net $ � $103,726 $333,039 $ 45,325 $142,969 $141,521 $ �
Restructuring and asset
impairment charge � � � (12,400) � � (6,276)(a)
Cumulative effect of change
in accounting principle, net � � � 112,786 � � � (b)
Write-down of joint venture
investment to market value � � � � 27,436(c) � �
Gain on sale of joint venture
investment � � � � � � (9,732)(c)
Option mark to market � � � � � � (3,860)(d)
Lawsuit settlement � � � � � 2,212 �
Production interruption cost � � � � � 1,165 �

Total $ � $103,726 $333,039 $145,711 $170,405 $144,898 $(19,868)

(a) We recorded a restructuring gain of $6.3 million for the reversal of the pension curtailment loss associated with our decision not to
move the Ford Ranger frame assembly.

(b) See footnote (1).

(c) We recorded a $27.4 million write-down of our investment on Yorozu to its market value in the fourth quarter of 2003. We
subsequently sold our 30.76% interest in Yorozu on March 11, 2004 for proceeds of approximately $51.7 million and recognized a gain
on the sale of $9.7 million.

(d) Prior to September 20, 2004, when we obtained stockholder approval for the issuance of the debentures and the common stock issuable
upon conversion or repurchase of the debentures, if we were required to issue in excess of 19,705,187 shares of common stock, we
would have been required to pay cash in respect of all or a portion of converted or repurchased debentures in order to ensure that the
shares issued on conversion or repurchase did not exceed 19,705,187 shares (the �Embedded Conversion Option�). The initial value
associated with the Embedded Conversion Option was $12.6 million and was marked to market through our Statement of Operations.
As of September 20, 2004, mark to market adjustments are no longer required. We recognized a gain of approximately $3.9 million for
the nine months ended September 30, 2004, related to the change in fair value of the Embedded Conversion Option.

(4) Includes $258.8 million due to Tower Automotive Capital Trust, or �Trust.� In June 1998, the Trust sold $258.8 million in aggregate
liquidation preference of 6 3/4% Trust Convertible Preferred Securities (the �Trust Preferred Securities�). The sole assets of the Trust are
approximately $266.8 million in aggregate principal amount of the Issuer�s 6 3/4% convertible subordinated debentures due June 30,
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2018, such amount being the sum of the stated liquidation preference of the Trust Preferred Securities and the capital contributed by the
Issuer in exchange for the common securities of the Trust. During the third quarter of 2003, we elected to adopt the current provisions of
FASB Interpretation Number (FIN) 46, Consolidation of Variable Interest Entities, an interpretation of ARB No. 51 as it relates to the
Trust Preferred Securities prior to the required effective date. Under FIN 46, the Trust, which was previously consolidated by the Issuer, is
no longer consolidated. As a result, we no longer present the Trust Preferred Securities as mezzanine financing, but instead record a debt
obligation for the proceeds which are owed to the Trust by the Issuer. Interest is recorded at 6 3/4 percent on the amount owed by the
Issuer to the Trust, which is equal to the amount that was previously presented as minority interest (net of tax) for the amounts paid on the
Trust Preferred Securities. Interest expense increased by $8.8 million in 2003 (representing six months of interest) and by $8.8 million for
the nine months ended September 30, 2004 related to this reclassification. Pursuant to the guidance in FIN 46, the Issuer has not
reclassified the presentation in prior periods.
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RISK FACTORS

An investment in the debentures or our common stock involves a high degree of risk. You should carefully consider the risks described
below, or in any prospectus supplement or document incorporated by reference, before purchasing the debentures or our common stock. The
risks and uncertainties described below are not the only ones facing us. Additional risks and uncertainties not presently known to us or that we
currently deem immaterial may also impair our financial condition, results of operation, cash flows or business. If any of the following risks
actually occur, our financial condition, results of operation, cash flows or business could be harmed. In that case, the trading price of the
debentures and our common stock could decline, and you could lose part or all of your investment.

Risks relating to us

We are highly leveraged, and our substantial debt could limit our financial resources and ability to compete and may make us more
vulnerable to adverse economic events.
We are highly leveraged. At September 30, 2004, we had $1,491.3 million ($1,498.0 million after giving effect to unamortized bond

discount on the 12% senior notes) of outstanding indebtedness. See �Capitalization.�

Our high leverage has important consequences, including the following:

� it limits our ability to borrow money or sell stock to fund our working capital, capital expenditures, acquisitions and debt service
requirements;

� our interest expense will increase if interest rates in general increase because a substantial portion of our indebtedness bears interest at
floating rates;

� it limits our flexibility in planning for, or reacting to, changes in our business and future business opportunities;

� we are more highly leveraged than some of our competitors, which may place us at a competitive disadvantage;

� it may make us more vulnerable to a downturn in our business or the economy;

� the debt service requirements of our other indebtedness may make it more difficult for us to make payments on the debentures;

� a substantial portion of our cash flow from operations is dedicated to the payment of interest or the repayment of our indebtedness, thereby
reducing funds available for other corporate purposes; and

� there would be a material adverse effect on our business and financial condition if we were unable to service our indebtedness or obtain
additional financing, as needed.

We have recorded significant restructuring and asset impairment charges in the last four consecutive years that have resulted in us
reporting net losses in our last three fiscal years. Our earnings will be adversely affected in the event we incur additional restructuring
or asset impairment charges in the future.
Beginning in late 2000, automotive production declined relative to prior periods, leading us to focus our efforts on reducing the excess

capacity of our enterprise and improving the efficiency of our continuing operations. These efforts resulted in four significant restructurings that
reduced excess capacity, eliminated redundant overhead costs and reorganized the management structure of our U.S. and Canadian operations.
For the years ended December 31, 2000, 2001, 2002 and 2003, we recorded restructuring and asset impairment charges, net, of $141.3 million,
$383.7 million, $61.1 million and $157.5 million, respectively. The income amount resulted from the reversal of pension and other
post-retirement benefit plan curtailment costs of $6.3 million, which were recognized in the third quarter of 2003. The effect of the reversal of
the curtailment costs was partially offset by $1.0 million of restructuring costs. Additionally, we adopted
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Statement of Financial Accounting Standards (SFAS) No. 142 relating to the accounting for goodwill and other intangible assets in 2002, and, as
a result, we recorded a transitional impairment loss net of tax of $112.8 million in the year ended December 31, 2002. During the fourth quarter
of 2003, we also recorded an impairment charge of $27.4 million with respect to our investment in Yorozu. These restructuring and impairment
charges and the adoption of SFAS No. 142 in 2002 have had a material adverse effect on our results of operations and financial condition. We
reported net income (loss) of $13.4 million, $(267.5) million, $(97.6) million and $(124.7) million in 2000, 2001, 2002 and 2003, respectively.

We will continue to evaluate our existing operations and capacity and may incur additional restructuring and asset impairment charges in
this regard. In addition, we carry a very significant amount of goodwill and other intangible assets, and SFAS No. 142 requires us to perform an
annual assessment for possible impairment. At September 30, 2004, we had goodwill of approximately $497.1 million. The non-cash asset
impairment charges recorded in 2003 were primarily associated with the write-down of assets at three of our frame assembly plants, which
currently produce the Ford Explorer and Dodge Ram frames and related products. We expect to cease producing the Ford Explorer and Dodge
Ram frames at these facilities in mid-2005, and, unless we replace those programs with new business or otherwise utilize these facilities in some
other aspect of our business, we will incur significant cash restructuring charges. We are currently evaluating our options in this regard and are
unable to predict with any degree of certainty the ultimate timing or size of any such cash restructuring charges. We may institute further
restructuring initiatives and/or experience additional asset impairment charges in the future, and such charges could adversely affect our
operating results and financial condition.

If our efforts to enter into an accounts receivable securitization facility to offset the liquidity impact of the termination of our customers�
early payment programs are unsuccessful, we may have not have sufficient liquidity to meet our needs.
During the third quarter of 2004, certain of our OEM customers notified us that they were terminating their accelerated payment programs

for all of their suppliers, including us. We are currently in discussions with these customers as to the timing of such terminations and believe,
based on such discussions, that these programs will be phased out over the next few months. The termination of these programs will have a
material adverse impact on our liquidity position. To offset this negative impact, we are in negotiations with third parties to establish an accounts
receivable securitization facility. We are presently permitted by the new senior credit facility to securitize up to $50.0 million of accounts
receivable, which will offset a portion (but not all) of the reduced liquidity as a result of the termination of the accelerated payment programs.
We need an amendment to our new senior credit facility to increase the amount of the accounts receivable securitization to $150.0 million. We
had previously submitted a proposed amendment to our lenders to increase the amount of the accounts receivable securitization to
$200.0 million but withdrew it after receiving notice that more than 50% of the second lien lenders opposed it as written. Since then, we have
been negotiating with our lender group and expect to make a formal presentation to our lenders regarding the terms and expected benefits of the
amendment in the near future. However, we cannot assure you that we will obtain the requisite consent and be able to enter into an accounts
receivable securitization facility of up to $150.0 million.

As a contingency plan, we continue to pursue other alternatives permitted by the new senior credit facility to improve liquidity. These
actions include, but are not limited to, a smaller accounts receivable securitization facility and an accounts receivable factoring agreement in our
European operations, which will provide an additional $30.0 million of liquidity. On December 3, 2004, we announced that we deferred the
dividend payment on the 6 3/4% Trust Convertible Preferred Securities that would have otherwise been paid on December 31, 2004. The terms
of the Tower Automotive Capital Trust and the underlying 6 3/4% convertible subordinated debentures held by the Trust permits the deferral of
dividends and the underlying interest payments for up to 20 consecutive quarters. The deferral of the approximately $4.4 million dividend on the
6 3/4% Trust Convertible Preferred Securities improves our short-term liquidity position and preserves our options until either the amendment
approval for the new senior credit facility is achieved or the contingency plan is in
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place in 2005. We cannot assure you, however, that we will be able to enter into a smaller accounts receivable securitization facility or the
factoring agreement on terms favorable to us, or at all.

In addition, we currently have trade accounts payable outstanding an average of 74 days. Our payment terms with our vendors average
60 days for purchases of productive material and other services. These amounts exclude amounts outstanding for tooling and capital purchases
which have payment terms which are dependent on the tooling or capital meeting certain technical and performance requirements and generally
require progress payments during construction. In the upcoming quarters, we intend to reduce the average amount of trade accounts payable
outstanding from the 74 day average at September 30, 2004 to the extent we have sufficient liquidity to do so. We believe that such liquidity will
be available if we are successful in negotiating the increase in our permitted accounts receivable securitization to $150.0 million as well as
completing the additional liquidity actions discussed above. We can offer no assurances that these efforts will be successful. We would be
unable to meet our liquidity needs if a substantial portion of our trade creditors ceased extending credit to us.

We have made significant capital expenditures and incurred significant launch costs over the last several years to implement our new
program awards, which has had an adverse impact on our current liquidity position. We may not have sufficient liquidity to meet all of
our objectives.
We have made significant capital expenditures and incurred significant launch costs over the last three years to implement our new program

awards in advance of receiving any significant revenues from such new programs. Net capital expenditures were $194.0 million, $159.0 million
and $230.1 million in 2001, 2002 and 2003, respectively. In 2004, we expect net capital expenditures will be approximately $230.0 million, of
which $176.8 million was spent in the first nine months of 2004, and new program launch costs are expected to be approximately $45.0 to
$50.0 million, of which $43.3 million was spent in the first nine months of 2004. Our business has significant liquidity requirements, and these
capital expenditures and launch costs have had an adverse impact on our current liquidity position. Our recent sale of our equity interest in
Yorozu was done in part to provide liquidity. We have had a significant amount of new product launch activity in 2004 that required significant
cash resources. In 2004, our launch costs on one major launch have run slightly above plan. No assurance can be given that we will have
sufficient liquidity to meet our future product launch activity or that our actual capital expenditures and launch costs will not exceed our
expectations, and if adequate funds are not available, we may be required to cut back, limit or discontinue future launch activities or otherwise
alter our business strategy.

When bidding on new programs, we are required to make an assessment of our capital expenditures needs, and to the extent these
assessments are not accurate, we will utilize additional cash resources beyond those planned. For example, in 2003, we incurred approximately
$40.0 million of unanticipated capital expenditures primarily related to a new program for Ford. These additional capital expenditures had a
negative impact on our liquidity position in 2003. We may not have sufficient liquidity to fund unanticipated capital expenditures and launch
costs, and the funding of unanticipated capital expenditures and launch costs may adversely affect our expected returns on new programs.

Increasing raw materials costs may adversely affect our financial results.
Our products are manufactured utilizing steel and various purchased assemblies. The price of steel has increased significantly during 2004

compared to recent historical periods due to a shortage of certain raw materials necessary to produce steel and increased global demand,
primarily in China. We purchase a substantial portion of our steel from our customers through the customers� repurchase programs. The
purchases through customers� repurchase programs have somewhat mitigated the severity of price increases associated with the procurement of
steel. The remainder of our steel purchasing requirements is met through contracts with steel producers and market purchases, and, in some
cases, we may be unable to either mitigate increases in steel prices under our existing purchase agreements or pass through any price increases to
our customers.

17

Edgar Filing: METATEC INTERNATIONAL INC - Form 10-Q

Table of Contents 34



Table of Contents

Steel prices have increased rapidly in 2004 to historical highs as a result of a relatively low level of supply matched with a relatively high
level of demand. This year, steel has increased in price, and, in certain circumstances, we have experienced difficulty in identifying steel for
purchase. The increased steel prices have had an adverse impact on our results of operations in 2004, and we presently expect the effect of
increased steel prices to continue to have an adverse impact on our results of operations for the foreseeable future. If we were unable to purchase
steel for our operations for a significant period of time, our operations would be disrupted, and our results of operations would be adversely
affected. Other raw materials that we purchase include dies, fasteners, tubing, springs, rivets and rubber products. Our agreements with our
customers generally do not permit us to increase selling prices for increases in prices of raw material inputs. Therefore, a significant increase in
the costs of these items, as well as for steel, could materially increase our operating costs and have a material adverse effect on our profit
margins.

We are dependent on Ford, DaimlerChrysler and GM as our largest customers and on the success of the vehicle programs for which we
provide components and sub-assemblies.
We are dependent on Ford, DaimlerChrysler and GM as our largest customers and on the success of the vehicle programs for which we

provide components and sub-assemblies. Our revenues from Ford, DaimlerChrysler and GM represented approximately 35%, 19% and 10%,
respectively, of our revenues in 2003. The contracts we typically enter into with our customers, including Ford, DaimlerChrysler and GM,
provide for supplying the customer�s requirements for a particular model, rather than for manufacturing a specific quantity of components. These
contracts range from one year to the life of the platform or model, usually three to ten years, and do not require the purchase by the customer of
any minimum number of components. Therefore, the loss of any one of these customers, significant reduction in demand for vehicles
manufactured by Ford, DaimlerChrysler or GM for which we produce components and assemblies, and for certain other key vehicle models or a
group of related vehicle models sold by any of our other major customers or unsuccessful launches of new models for which we produce
components or assemblies would have a material adverse effect on our existing and future revenues and net income. In 2004, we have
experienced lower vehicle production volumes in North America, which we expect will adversely affect our results of operations for the year.

In February 2004, we announced that a decision had been finalized by DaimlerChrysler to move the current production of the frame
assembly for the Dodge Ram light truck from our Milwaukee, Wisconsin facility to our 40% owned joint venture partner, Metalsa, located in
Monterrey, Mexico. The current Dodge Ram frame program produced in the Milwaukee facility was expected to run through 2009. The
production move to Mexico is planned for mid-2005. The move was dictated by DaimlerChrysler�s economic pricing requirements given the
lower cost structure in Mexico. We are in the process of determining the expected net economic impact of DaimlerChrysler�s decision to move
the Dodge Ram frame line on our future consolidated results. We are also currently in negotiations with DaimlerChrysler regarding a settlement
pertaining to costs associated with the move. Revenues related to the Dodge Ram light truck frame assembly amounted to $143.1 million in
2001, $169.6 million in 2002, $211.3 million in 2003 and $162.9 million in the nine months ended September 30, 2004. In December 2002, we
announced our intention not to pursue the follow-on program of the next generation Ford Explorer frame. The current Ford Explorer frame
program, expected to be ceased in mid-2005, is produced at our Corydon, Indiana facility. Our decision was based on the fact that the expected
returns at targeted pricing levels did not meet our requirements. These two decisions have decreased our expected net new business from our
previous estimate of $900 million to our current estimate of $600 million from 2003 to 2005.

We may not realize all of the revenues or achieve margin improvements expected from new program awards. We also may incur higher
than anticipated launch costs, which would have a negative impact on our gross margins and profitability.
The realization of additional revenues from new program awards is inherently subject to a number of important risks and uncertainties,

including the number of vehicles that our customers will actually produce as well as the timing of such production. In addition, our customers
generally have the right to
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discontinue a program or replace us with another supplier at any time for a variety of reasons. As a result, all of the expected $600 million in
annual net new program revenues between 2003 and 2005, resulting from business awarded to us in 2001 through 2003 and anticipated to be
fully realized by 2006, may not actually result in firm orders from customers. While we attempt to establish the price of our products for
variances in production volumes, we are unable to pass through unanticipated cost increases to our customers. We also make capital
expenditures and incur launch costs for new program awards based upon certain estimates of production volumes for certain vehicles. If the
actual production of certain vehicle models is significantly less than planned, our anticipated revenues and net income from such new programs
will be adversely affected, and we may not have sufficient liquidity to fund new product launches. In 2004, we have experienced lower vehicle
production volumes in North America which have adversely affected our results of operations. We cannot predict our customers� demands for the
products we supply either in the aggregate or for a particular reporting period.

We have had a significant amount of new product launch activity in 2004, which presented significant challenges for our management team
due to the time and resources required to complete such launches. Unforeseen difficulties in managing these significant new launches resulted in
higher than anticipated new program launch costs, which had an adverse effect on our gross margins and profitability. In the third quarter of
2003, we incurred unanticipated costs of approximately $3.3 million associated with an equipment failure on a recently launched new program
that temporarily disrupted production at one of our facilities. In 2004, our launch costs on one major launch have run slightly above plan. In
addition, the continuation of a significant number of new launches for which we do not have an operating history taken together with the roll-off
of a number of established platforms that do have an established operating history may result in a degree of uncertainty with respect to our
ability to achieve our targeted levels of profitability.

In the last three years, we have experienced declining gross margin, and we may not succeed in returning to historical gross margin
levels.
Our gross margin has declined in each of the last three years and in the first nine months of 2004, from 14.7% in 2000 to 11.2% in 2001,

10.8% in 2002 and 9.1% in 2003 and from 9.0% for the first nine months of 2003 to 7.1% for the first nine months of 2004. This decline was a
result of a number of factors including declines in North American automotive production levels from previous levels, reductions of selling
prices of our products discussed below and, most recently, costs incurred by us to launch our new program awards. The number of new vehicle
launches impacts our gross margins. Our operating costs are higher during a product launch period relative to when the vehicle has reached
normal production volumes. In addition, our gross margins are impacted by the commercial success of the vehicles to which we are a supplier,
general global economic conditions and automotive production volumes. During the first nine months of 2004, we were adversely impacted by
the large number of new product launches in comparison to the corresponding period of 2003. These launches, which are significant both in
terms of number and relative size, reduced gross profit by $16.6 million in the nine months ended September 30, 2004, in comparison to the
corresponding period of 2003. We expect this impact to continue through the fourth quarter of 2004. General economic conditions, such as labor
costs and health care, reduced gross profit by $38.2 million during the nine months ended September 30, 2004, compared to the nine months
ended September 30, 2003. While we believe that our gross margin in periods subsequent to 2004 should increase from levels of the past several
years as a result of, among other things, the substantial completion of the launch of our new program awards, we cannot assure you that our
gross margin will improve or return to prior historical levels. For example, unforeseen difficulties in managing these new launches resulted in
higher than anticipated new program launch costs which had an adverse effect on our gross margin. In addition, any reduction in customer
demand for the products that we supply would also have an adverse effect on our gross margin. A lack of improvement in our future gross
margin levels would harm our financial condition and adversely impact our business.
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Gross margin and profitability will be adversely affected by our inability to reduce costs or increase prices.
Gross margin and profitability will continue to be affected by substantial and continuing pressure from the major OEMs to reduce the

number of outside suppliers and to reduce costs. In addition, our business is very capital intensive, requiring us to maintain a large fixed cost
base. Therefore, our profitability is dependent, in part, on our ability to spread fixed production costs over increasing product sales. If we are
unable to generate sufficient production cost savings in the future to offset price reductions and any reduction in consumer demand for
automobiles resulting in decreased sales, our gross margin and profitability will continue to be adversely affected. Generally, our customers
require the reduction of selling prices of our products for each year during the respective lives of such product programs, generally five to seven
years. Our ability to maintain or improve our profit margins is directly linked to our ability to offset these sales price reductions with reduced
operating costs. For example, our gross profit in 2003 was reduced by $10.4 million as a result of annual price reductions to OEMs and cost
economics, which were only partially offset by operating performance improvements in that period. During the nine months ended
September 30, 2004, net selling price reductions reduced gross profit by $7.8 million in comparison to the comparable period of 2003. In
addition, our customers often times require engineering, design or production changes. In some circumstances, we may not be able to pass the
costs of these changes to our customers.

We are committed under certain existing agreements, some of which were assumed in connection with prior acquisitions, to supply product
to our customers at selling prices that are not sufficient to cover the direct costs to produce those parts. We refer to these arrangements as �loss
contracts.� We are obligated to supply these products for the life of the related vehicles, which is typically three to ten years. Accordingly, we
recognize liabilities at the time these losses are probable and reasonably estimable at an amount equal to the minimum amount necessary to
fulfill our obligations to our customers. The reserves established in connection with these recognized losses are reversed as the product is
shipped to the customers. In the event price concessions are granted as a result of continued pressure from OEMs, we may be required to record
OEM programs as a �loss contract,� which will adversely affect our net income and profitability.

Our ability to service our debt and meet our other obligations depends on certain factors beyond our control.
Our ability to service our debt and meet our other obligations as they come due is dependent on our future financial and operating

performance. This performance is subject to various factors, including factors beyond our control such as changes in global and regional
economic conditions, changes in the automotive industry, changes in interest or currency exchange rates and increases in prices of raw materials,
such as steel, energy and other costs.

If our cash flow and capital resources are insufficient to enable us to service our debt and meet these obligations as they become due, we
could be forced to:

� reduce or delay capital expenditures;

� sell assets or businesses;

� limit or discontinue, temporarily or permanently, business plans or operations;

� obtain additional debt or equity financing; or

� restructure or refinance debt.

For example, our recent sale of our stake in Yorozu was completed in part to provide liquidity. We cannot assure you as to the timing of
such actions or the amount of proceeds that could be realized from such actions. Accordingly, we cannot assure you that we will be able to meet
our debt service and other obligations as they become due or otherwise.
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We are subject to restrictive covenants under the new senior credit facility, the 12% senior notes and the 9.25% senior notes. These
covenants could significantly affect the way in which we conduct our business. Our failure to comply with these covenants could lead to
an acceleration of our debt.
The new senior credit facility and the 12% senior notes contain a number of covenants that significantly restrict our ability, among other

things, to:

� incur additional indebtedness;

� issue preferred stock;

� pay dividends or make distributions in respect of our capital stock or make certain other restricted payments or investments;

� sell assets, including capital stock of certain subsidiaries;

� agree to payment restrictions affecting our certain subsidiaries;

� consolidate, merge, sell or otherwise dispose of all or substantially all of our assets;

� enter into transactions with our affiliates;

� incur liens; and

� enter into new lines of businesses.

The 9.25% senior notes restrict our ability to incur liens and other encumbrances and engage in certain sale and lease-back transactions. The
new senior credit facility also requires us to comply with specified financial covenants, including minimum interest coverage and maximum
leverage ratios. Further, a significant portion of our assets are pledged to secure guarantees of the new senior credit facility by our domestic
subsidiaries.

We are currently in compliance with the covenants contained in the new senior credit facility, the 12% senior notes and the 9.25% senior
notes. However, our ability to continue to comply may be affected by events beyond our control. The breach of any of the covenants contained
in the new senior credit facility, unless waived by the lenders, would be a default under the new senior credit facility. This would permit the
lenders to terminate their commitments to extend credit under the new senior credit facility. This would have an immediate material adverse
effect on our liquidity. In addition, our failure to comply with those financial covenants or to comply with the other restrictions contained in the
new senior credit facility could result in an event of default which, if not cured or waived, could result in the acceleration of all our debts (by
reason of the cross-acceleration provisions in the instruments governing such indebtedness). If we are unable to repay our debt to the lenders and
holders of the 12% senior notes and the 9.25% senior notes or otherwise obtain a waiver from the lenders and holders, the lenders could proceed
against the collateral securing the new senior credit facility, and the lenders and the holders of the 12% senior notes and the 9.25% senior notes
could exercise all other rights available to them. We cannot assure you that we will have sufficient funds to make these accelerated payments or
that we will be able to obtain any such waiver on acceptable terms or at all. Short of a default on our existing indebtedness, if we fail to comply
with any of our financial covenants, our lenders and holders of the 12% senior notes and the 9.25% senior notes may be able to force us to
accept amendments to the new senior credit facility and the indentures governing the senior notes that could make the terms of those debt
instruments more onerous on us.

Cyclicality and seasonality in the automotive market could adversely affect our revenues, results of operations and cash flows.
The automotive market is highly cyclical and depends on general economic conditions and other factors, including consumer spending,

preferences and the attractiveness of incentives offered by OEMs, if any. In addition, automotive production and sales can be affected by labor
relations issues, regulatory requirements, trade agreements and other factors. Economic factors adversely affecting automotive
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production and consumer spending would adversely impact our revenues, results of operations and cash flows. The volume of automotive
production in North America, Europe and rest of world has fluctuated, sometimes significantly from year-to-year, and such fluctuations give rise
to fluctuations in demand for our products. In addition, because we have significant fixed production costs, relatively modest declines in our
customers� production levels can have a significant adverse impact on our profitability. Our gross margin has been negatively impacted in part
over the last several years due to declines in North American production levels from prior periods.

Our business is somewhat seasonal. We typically experience decreased revenues and operating income during the third calendar quarter of
each year due to the impact of scheduled OEM plant shutdowns in July and August for vacations and new model changeovers. In the last quarter
of 2004, however, we expect higher revenues than experienced historically due to the launch of new programs in this period.

We are subject to certain risks associated with our foreign operations that could harm our revenues and profitability.
We have significant international operations, specifically in Europe, Asia and South America. Certain risks are inherent in international

operations, including:

� difficulty in enforcing agreements and collecting receivables through certain foreign legal systems;

� foreign customers may have longer payment cycles than customers in the United States;

� tax rates in certain foreign countries may exceed those in the United States, and foreign earnings may be subject to withholding
requirements or the imposition of tariffs, exchange controls or other restrictions;

� general economic and political conditions in countries where we operate may have an adverse effect on our operations in those countries;

� we may find it difficult to manage a large organization spread throughout various countries;

� we may find it difficult to comply with foreign laws and regulations; and

� unsettled political conditions and possible terrorist attacks against American interests may have an adverse effect on our foreign
operations.

As we continue to expand our business globally, our success will depend, in part, on our ability to anticipate and effectively manage these
and other risks. The occurrence of any of the foregoing risks could have a significant effect on our international operations and, as a result, our
revenues and profitability.

Currency exchange rate fluctuations could have an adverse effect on our revenues and financial results.
We generate a significant portion of our revenues and incur a significant portion of our expenses in currencies other than U.S. dollars. To

the extent that we are unable to match revenues received in foreign currencies with costs paid in the same currency, exchange rate fluctuations in
any such currency could have an adverse effect on our revenues and financial results. During times of a strengthening U.S. dollar, our reported
sales and earnings from our international operations will be reduced because the applicable local currency will be translated into fewer
U.S. dollars. The strengthening of the European and Asian currencies in relation to the U.S. dollar had a positive impact on our revenues and
results of operations in 2003 and the first nine months of 2004, respectively.

Our business may be disrupted significantly by work stoppages and other labor matters.
Many OEMs and their suppliers have unionized work forces. Work stoppages or slow-downs experienced by OEMs or their suppliers could

result in slow-downs or closures of assembly plants where our products are included in assembled vehicles. For example, we estimate that labor
disruptions at Hyundai and Kia�s production facilities in South Korea in 2003 had a negative impact of approximately
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$12.9 million on our 2003 revenues. In the event that one or more of our customers experiences a material work stoppage, such a work stoppage
could have a material adverse effect on our business.

In addition, approximately 7,300 of our colleagues are covered under collective bargaining agreements (representing approximately 58% of
our colleagues as of September 30, 2004). We may encounter strikes, further unionization efforts or other types of conflicts with labor unions or
our colleagues, any of which could have an adverse effect on our ability to produce our structural components and assemblies or may limit our
flexibility in dealing with our workforce. On or about February 3, 2004, we entered into a neutrality agreement with the United Auto Workers
Union (�UAW�) which covers six facilities. The neutrality agreement makes it easier for these facilities to become organized as it provides for
expedited bargaining and requires that we take a neutral position in any organizing efforts by the UAW. We successfully renegotiated a
collective bargaining agreement in June 2004, and another two were successfully negotiated in October 2004. Five collective bargaining
agreements are expiring in 2005. We may be unable to negotiate new collective bargaining agreements without labor interruptions or on
advantageous terms to us.

Our operating results may be adversely affected by the impact of environmental and safety regulations to which we are subject.
We are required to comply with foreign, federal, state and local laws and regulations governing the protection of the environment and

occupational health and safety, including laws regulating the generation, storage, handling, use and transportation of hazardous materials; the
emission and discharge of hazardous materials into soil, air or water; and the health and safety of our colleagues. We are also required to obtain
and comply with environmental permits for certain operations. We cannot assure you that we are at all times in complete compliance with such
laws, regulations and permits. If we violate or fail to comply with the requirements, we could be fined or otherwise sanctioned by regulators. In
some instances, such a fine or sanction could be material. In addition, these requirements may become more stringent over time and we cannot
assure you that we will not incur material environmental costs or liabilities in the future.

We are also subject to laws imposing liability for the cleanup of contaminated property. Under these laws, we could be held liable for costs
and damages relating to contamination at our past or present facilities and at third party sites to which these facilities sent waste containing
hazardous substances. The amount of such liability could be material.

Our inability to compete effectively in the highly competitive automotive supply industry could result in the loss of customers, which
would have an adverse effect on our revenues, operating results and cash flows.
The automotive component supply industry is highly competitive. Some of our competitors are companies, or divisions or subsidiaries of

companies, that are larger and have greater financial and other resources than we do which could place us at a competitive disadvantage. In
addition, with respect to certain of our products, we compete with divisions of our OEM customers. Quality, delivery and price, as well as
technological innovation, are the primary elements of competition in our business. Our products may not be able to compete successfully with
the products of these other companies, which could result in the loss of customers and, as a result, decreased revenues, profitability and cash
flows.

We principally compete for new business both at the beginning of the development of new models and upon the redesign of existing models
by our major customers. New model development generally begins two to five years prior to the marketing of such models to the public. The
failure to obtain new business on new models or to retain or increase business on redesigned existing models could adversely affect our business,
financial results and cash flows. In addition, as a result of the relatively long lead times required for many of our complex structural components,
it may be difficult in the short-term for us to obtain new sales to replace any unexpected decline in the sale of existing products. We may incur
significant expense in preparing to meet anticipated customer requirements which may not be recovered.
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We may incur material losses as a result of product liability and warranty and recall claims that may be brought against us.
Many of our products are critical to the structural integrity of a vehicle. We face an inherent business risk of exposure to product liability

claims in the event that the failure of our products to perform to specifications results, or is alleged to result, in property damage, bodily injury
and/or death. We cannot assure you that we will not experience any material product liability losses in the future or that we will not incur
significant costs to defend these claims. In addition, if any Tower-designed products are or are alleged to be defective, we may be required to
participate in a recall involving those products. Each OEM has its own policy regarding product recalls and other product liability actions
relating to its suppliers. However, as suppliers become more integrally involved in the vehicle design process and assume more vehicle assembly
functions, OEMs are increasingly looking to their suppliers for contribution when faced with product recalls and product liability or warranty
claims. We cannot assure you that the future costs associated with providing product warranties will not be material. A successful product
liability claim brought against us in excess of available insurance coverage or a requirement to participate in any product recall may have a
material adverse effect on our results of operations, financial condition and cash flows.

Our former independent public accountant, Arthur Andersen LLP, has ceased operations, and you may be unable to exercise effective
remedies against it in any legal action.
Our former independent public accountant, Arthur Andersen LLP, provided us with auditing services for prior periods through

December 31, 2001, including issuing an audit report with respect to our audited consolidated financial statements as of and for fiscal 2001
incorporated by reference into this prospectus. On June 15, 2002, a jury in Houston, Texas found Arthur Andersen LLP guilty of a Federal
obstruction of justice charge arising from the Federal government�s investigation of Enron Corp. On August 31, 2002, Arthur Andersen LLP
ceased practicing before the SEC.

Arthur Andersen LLP has not reissued its audit report with respect to the audited consolidated financial statements included in, or
incorporated by reference into, this prospectus covered by such report. Furthermore, Arthur Andersen LLP has not consented to the inclusion or
incorporation by reference of its audit report in the registration statement of which this prospectus forms a part or in any other filings we may
make with the SEC following this offering. As a result, you may not have an effective remedy against Arthur Andersen LLP in connection with
a material misstatement or omission with respect to our audited consolidated financial statements that are included elsewhere in, or incorporated
by reference into, this prospectus, the registration statement of which this prospectus forms a part or any other filing we may make with the SEC,
including any claim under Sections 11 and 12 of the Securities Act. In addition, even if you were able to assert such a claim, as a result of its
conviction and other lawsuits, Arthur Andersen LLP may fail or otherwise have insufficient assets to satisfy claims made by investors or by us
that might arise under Federal securities laws or otherwise relate to any alleged material misstatement or omission with respect to our audited
consolidated financial statements. In addition, in connection with any future capital markets transaction in which we are required to include or
incorporate by reference financial statements that were audited by Arthur Andersen LLP, as a result of the foregoing, investors may elect not to
participate in any such offering or, in the alternate, may require us to obtain a new audit with respect to previously audited financial statements.
Consequently, our financing costs may increase or we may miss attractive capital market opportunities.

Risks relating to the debentures

The Issuer is the sole obligor of the debentures, and its subsidiaries do not guarantee the Issuer�s obligations under the debentures and
do not have any obligation with respect to the debentures. The debentures are structurally subordinated to all of the debt and liabilities of
the Issuer�s subsidiaries and are effectively subordinated to any of the Issuer�s secured debt.
The Issuer has no operations of its own and derives all of its revenues and cash flow from its subsidiaries. The Issuer�s subsidiaries are

separate and distinct legal entities and have no obligation,
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contingent or otherwise, to pay amounts due under the debentures or to make any funds available to pay those amounts, whether by dividend,
distribution, loan or other payments. The debentures are structurally subordinated to all debt and liabilities of the Issuer�s subsidiaries, including
R.J. Tower. In the event of a bankruptcy, liquidation or reorganization or similar proceeding relating to the Issuer�s subsidiaries, you will
participate with all other holders of the Issuer�s indebtedness in the assets remaining after the Issuer�s subsidiaries have paid all of their debt and
liabilities. In any of these cases, the Issuer�s subsidiaries may not have sufficient funds to make payments to the Issuer, and you may receive less,
ratably, than the holders of debt and other liabilities of the Issuer�s subsidiaries.

As of September 30, 2004, there was $1,491.3 million of outstanding indebtedness of the Issuer and its subsidiaries, of which $1,110.9 was
indebtedness of the Issuer�s subsidiaries (excluding intercompany liabilities) to which the debentures are effectively subordinated. As of
September 30, 2004, there was also outstanding $1,129.7 million of other liabilities of the Issuer and its subsidiaries, of which $1,127.2 million
applies to the Issuer�s subsidiaries, including $668.5 million of accounts payable (including trade payables) of the Issuer�s subsidiaries (which
amount excludes intercompany accounts payable to the Issuer or its subsidiaries) to which the debentures are also effectively subordinated. In
addition, holders of the Issuer�s secured debt have claims that are prior to your claims as holders of the debentures to the extent of the value of the
assets securing that other debt. The Issuer guaranteed all of the obligations of R.J. Tower under the new senior credit facility and pledged all of
its assets (consisting primarily of the capital stock of R.J. Tower) to secure its performance of such guarantee. If the Issuer becomes bankrupt or
insolvent or is liquidated or if maturity of such debt obligations is accelerated, the lenders under the new senior credit facility will be entitled to
exercise the remedies available to a secured party under applicable law and pursuant to the relevant agreements and instruments, including the
ability to foreclose on and sell the assets securing such debt or obligations. If they exercise such remedies, it is possible that the Issuer�s
remaining assets could be insufficient to repay the debentures in full. See �Description of Financing Plan and Ranking of the Debentures.�

Our new senior credit facility includes a covenant that requires us to use commercially reasonable best efforts to complete the grant of
collateral securing loans and other obligations with respect to that facility within certain specified periods. If we fail to use commercially
reasonable best efforts, the interest rate with respect to our borrowings thereunder will be increased by 1% per quarter for each quarter we fail to
comply, and we will be further restricted in our ability to, among other things, make investments, sell assets and incur additional debt.

The Issuer is a holding company and relies on the earnings and cash flow from operating or investing activities of its subsidiaries. The
Issuer may not have sufficient assets or cash flows from its subsidiaries to fully repay the debentures and its other indebtedness.
The Issuer may not have access to the cash flow and other assets of its subsidiaries that may be needed to make payment on the debentures.

The Issuer�s operations are conducted through its subsidiaries, and its ability to make payment on the debentures is dependent on the earnings and
the distribution of funds from its subsidiaries. However, none of its subsidiaries is obligated to make funds available to the Issuer for payment on
the debentures. The Issuer�s direct subsidiary, R.J. Tower, is restricted by the terms of its 12% senior notes from paying dividends to the Issuer,
unless certain conditions are satisfied. Under the terms of the 12% senior notes indenture, R.J. Tower has the ability to pay dividends to the
Issuer if there is a build-up under the restricted payments formula set forth in the 12% senior notes indenture and certain other conditions are
met. As of November 30, 2004, R.J. Tower had a deficit of approximately $37.7 million under the restricted payment formula and would not
have been able to pay any dividends to the Issuer. Notwithstanding this restriction, the 12% senior notes indenture permits R.J. Tower to make
restricted payments to the Issuer in an aggregate amount of $25.0 million, whether or not the restricted payment formula or the conditions to its
use are satisfied. As of November 30, 2004, R.J. Tower only had the current ability to pay an aggregate of $21.6 million in dividends to enable
the Issuer to meet its obligations under the debentures. See �Price Range of Common Stock and Dividend Policy � Dividend policy and
restrictions.� Furthermore, some of R.J. Tower�s foreign subsidiaries, which had indebtedness in
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the aggregate of $142.6 million as of September 30, 2004, are subject to financing arrangements that restrict them from paying dividends to
R.J. Tower. These restrictions affect primarily our foreign subsidiaries, which have historically contributed significantly to our cash flows. For
the nine months ended September 30, 2004, the results of our foreign subsidiaries represented 42.2% of our EBITDA and 77.9% of our
operating income. See �Price Range of Common Stock and Dividend Policy � Dividend policy and restrictions.�

The Issuer will require approximately $7.2 million annually from its subsidiaries to meet the Issuer�s annual debt service obligations on the
debentures. We borrowed the entire $50.0 million available under the new revolving credit facility at closing, and there is no availability
thereunder to make payments on the debentures. Due to collateral sharing arrangements under the 9.25% senior notes, we do not anticipate using
that facility as a true revolver in the near future. We cannot assure you that the agreements governing the current and future indebtedness of the
Issuer�s subsidiaries will permit the Issuer�s subsidiaries to provide the Issuer with sufficient dividends, distributions or loans to fund scheduled
interest and principal payments on these debentures when due. See �Description of Certain Indebtedness.� In the event such funds are not available
to the Issuer, it would be required to raise additional equity capital or incur additional indebtedness to pay interest or to fulfill its obligations
under the debentures. The Issuer may not be able to raise such additional equity capital or indebtedness on terms favorable to it, or at all.

The Issuer may incur additional indebtedness in the future. The indebtedness created by the offering of the debentures, and any future
indebtedness, could adversely affect our business and the Issuer�s ability to make full payment on the debentures and may restrict our
operating flexibility.
At September 30, 2004, we had $1,491.3 million ($1,498.0 million after giving effect to unamortized bond discount on the 12% senior

notes) of outstanding indebtedness. We used a portion of the proceeds from the offering of the debentures, together with a portion of the
borrowings under the new senior credit facility, to repay outstanding indebtedness under the old senior credit facility. In the future, we may
obtain additional long-term debt and working capital lines of credit to meet future financing needs, which would have the effect of increasing
total leverage. The indentures governing the existing notes of R.J. Tower and the new senior credit facility permit us and/or our subsidiaries to
incur additional indebtedness, including secured indebtedness, under certain circumstances. The Issuer is not restricted under the terms of the
indenture governing the debentures from incurring additional debt, including secured debt, or repurchasing our securities. In addition, the limited
covenants applicable to the debentures do not require the Issuer to achieve or maintain any minimum financial results relating to its financial
position or results of operations. The Issuer�s ability to incur additional debt and take a number of other actions that are not limited by the terms
of the indenture could have the effect of diminishing its ability to make payments on the debentures when due.

The conditional conversion feature of the debentures could result in you receiving less than the value of the common stock into which a
debenture is convertible.
The debentures are convertible into shares of our common stock only if specified conditions are met. If these conditions are not met, you

will not be able to convert your debentures, and you may not be able to receive the value of our common stock into which the debentures would
otherwise be convertible.

If you hold debentures, you will not be entitled to any rights with respect to our common stock, but you will be subject to all changes
made with respect to our common stock.
If you hold debentures, you will not be entitled to any rights with respect to our common stock (including, without limitation, voting rights

and rights to receive any dividends or other distributions on our common stock), but you will be subject to all changes affecting our common
stock. You will have the rights with respect to our common stock only if and when we deliver shares of our common stock to you upon
conversion of your debentures and, in limited cases, under the conversion rate adjustments applicable to the debentures. For example, in the
event that an amendment is proposed to the Issuer�s amended and restated certificate of incorporation or amended and restated by-laws requiring
stockholder approval and
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the record date for determining the stockholders of record entitled to vote on the amendment occurs prior to the delivery of shares of our
common stock to you, you will not be entitled to vote on the amendment, although you will nevertheless be subject to any changes in the
powers, preferences or special rights of our common stock.

We have made only limited covenants in the indenture, which may not protect your investment if we experience significant adverse
changes in our financial condition, results of operations and cash flows.
The indenture governing the debentures does not:

� require the Issuer to maintain any financial ratios or specified levels of net worth, revenues, income, cash flow or liquidity and, therefore,
does not protect holders of the debentures in the event that the Issuer experiences significant adverse changes in its financial condition,
results of operations and cash flows;

� limit the Issuer�s ability or the ability of any of its subsidiaries to incur additional indebtedness, including indebtedness that is equal in right
of payment to the debentures;

� restrict the Issuer�s ability to pledge its assets or those of its subsidiaries;

� restrict the Issuer�s ability to pay dividends or make other payments in respect of common stock or other securities ranking junior to the
debentures or make investments; or

� restrict the Issuer�s ability to issue new securities.

Such events may, however, result in an adjustment to the conversion rate as described under �Description of Debentures � Conversion rate
adjustments.� The indenture contains no covenants or other provisions to afford you protection in the event of a highly leveraged transaction,
such as a leveraged recapitalization, that would increase the level of the Issuer�s indebtedness, or a change in control except as described under
�Description of Debentures � Repurchase of debentures by us at the option of the holder upon a fundamental change.�

Changes in the Issuer�s credit ratings or the financial and credit markets could adversely affect the market price of the debentures.
We expect that the market price of the debentures will be based on a number of factors, including:

� the Issuer�s ratings with major credit rating agencies;

� the prevailing interest rates being paid by companies similar to us; and

� the overall condition of the financial and credit markets.

The condition of the financial and credit markets and prevailing interest rates have fluctuated in the past and are likely to fluctuate in the
future. Fluctuations in these factors could have an adverse effect on the price of the debentures. In addition, credit rating agencies continually
revise their ratings for companies that they follow, including the Issuer. We cannot assure you that credit rating agencies will rate the debentures,
or if they do rate the debentures, that they will maintain their ratings on the debentures. A negative change in the Issuer�s rating could have an
adverse effect on the market price of the debentures.

We expect that the trading value of the debentures will be significantly affected by the market price of our common stock and other
factors, and our stock price may be volatile due to the nature of our business as well as the nature of the securities markets, which could
affect the value of your investment.
The trading value of the debentures is expected to be affected significantly by the market price of our common stock. This may result in

greater volatility in the trading value of the debentures than there would be for nonconvertible debt securities we issue. The market price of our
common stock has been volatile in the past and is likely to continue to be volatile and could be subject to wide fluctuations and could decline
substantially.
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Many factors may cause the market price for our common stock to decline or fluctuate, perhaps substantially, following this offering,
including:

� quarterly fluctuations in our results of operations;

� failure of net sales, results of operations or cash flows from operations to meet the expectations of securities analysts or investors;

� downward revisions in revenues, earnings or cash flow estimates of securities analysts;

� downward revisions or announcements that indicate possible downward revisions in the Issuer�s credit ratings by credit ratings agencies;

� technological innovations or strategic actions by our competitors;

� failure to meet product development and commercialization goals;

� speculation in the press or investor perception concerning our industry or our prospects;

� changes in general economic conditions; and

� changes in general capital market conditions.

The stock markets in general have experienced extreme volatility that has often been unrelated to the operating performance of particular
companies. These broad market fluctuations may adversely affect the market price of our common stock.

In the past, companies that have experienced volatility in the market price of their stock have been the subject of securities class action
litigation. We could be involved in a securities class action litigation in the future. Such litigation could result in substantial costs and a diversion
of management�s attention and resources.

Adjustments to the conversion rate on the debentures may result in a taxable distribution to you.
The conversion ratio of the debentures will be adjusted if we distribute cash with respect to shares of our common stock and in certain other

circumstances. Under Section 305(c) of the Internal Revenue Code, an increase in the conversion ratio as a result of our distribution of cash to
common stockholders generally will result in a deemed distribution to you. Other adjustments in the conversion ratio (or failures to make such
adjustments) that have the effect of increasing your proportionate interest in our assets or earnings may have the same result. Any deemed
distribution to you will be taxable as a dividend to the extent of our current or accumulated earnings and profits. See �Material United States
Federal and Estate Income Tax Consequences.�

We may not have the ability to raise the funds necessary to repurchase the debentures upon a fundamental change or on any other
repurchase date, as required by the indenture governing the debentures.
On May 15, 2011, May 15, 2014 and May 15, 2019, or following a fundamental change as described under �Description of Debentures �

Repurchase of debentures by us at the option of the holder upon a fundamental change,� holders of debentures may require us to repurchase their
debentures. A fundamental change may also constitute an event of default under, and result in the acceleration of the maturity of, our then
existing indebtedness. We cannot assure you that we will have sufficient financial resources or that we will be able to arrange financing to pay
the repurchase price in cash with respect to any debentures tendered by holders for repurchase on any of these dates or upon a fundamental
change.

In addition, restrictions in our then existing credit facilities or other indebtedness may not allow us to repurchase the debentures. Our failure
to repurchase the debentures when required would result in an event of default with respect to the debentures. Such an event of default could
negatively affect the trading price of the debentures and our common stock because the event of default could lead to the principal and accrued
and unpaid interest on the outstanding debentures becoming immediately due and payable.
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The value of the conversion right associated with the debentures may be substantially lessened or eliminated if the Issuer is party to a
merger, consolidation or other similar transaction.
If the Issuer is party to a merger, consolidation or binding share exchange or transfer or lease of all or substantially all of our assets pursuant

to which our common stock is converted into, or into the right to receive, cash, securities or other property, at the effective time of the
transaction, the right to convert a debenture into our common stock will be changed into a right to convert it into the kind and amount of cash,
securities or other property which the holder would have received if the holder had converted its debenture immediately prior to the transaction.
This change could substantially lessen or eliminate the value of the conversion privilege associated with the debentures in the future. For
example, if the Issuer was acquired in a cash merger, each debenture would become convertible solely into cash and would no longer be
convertible into securities whose value would vary depending on our future prospects and other factors.

We cannot assure you that an active trading market will develop or continue for the debentures.
Prior to our private offering of the debentures, there was no trading market for the debentures. The debentures initially issued in the private

offering have been eligible for trading in the PORTAL market. However, the debentures offered hereby will no longer be eligible for trading in
the PORTAL market. We do not intend to list the debentures offered hereby for trading on any national securities exchange or for quotation
through any automated quotation system.

The initial purchasers have informed us that they intend to make a market in the debentures. The initial purchasers are, however, not
obligated to make a market in the debentures, and they may discontinue any market-making activities with respect to the debentures at any time
without notice. In addition, such market-making activities will be subject to the limits imposed by the Securities Act and the Exchange Act.

As a result, we cannot assure you that an active trading market will develop or continue for the debentures. If a market does develop and
continue, the price of the debentures may fluctuate and liquidity may be limited. If a market for the debentures does not develop or continue, you
may be unable to resell the debentures for an extended period of time, if at all.

Moreover, even if you are able to sell your debentures, we cannot assure you as to the price at which any sales will be made. Future trading
prices of the debentures will depend on many factors, including, among other things, prevailing interest rates, our operating results, the price of
our common stock and the market for similar securities. Historically, the market for convertible debt has been subject to disruptions that have
caused volatility in prices. It is possible that the market for the debentures will be subject to disruptions which may have a negative effect on the
holders of the debentures, regardless of our prospects or financial performance.

A new accounting standard pertaining to the effect of contingently convertible debt on diluted earnings per share may have an adverse
impact on our diluted earnings per share.
In September 2004, the Emerging Issues Task Force (�EITF�) of the Financial Accounting Standards Board reached a consensus in relation to

EITF No. 04-8, �The Effect of Contingently Convertible Instruments on Diluted Earnings Per Share,� which, upon our adoption commencing in
the fourth quarter of 2004, will potentially require us to include the conversion effects of the debentures in our diluted earnings per share
calculations, thereby decreasing diluted earnings per share.
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Upon conversion of the debentures, we may pay cash in lieu of issuing shares of our common stock or a combination of cash and shares
of our common stock. Therefore, holders of the debentures may receive no shares of our common stock or fewer shares than the number
into which their debentures are convertible.
We have the right to satisfy our conversion obligation to holders by issuing shares of common stock, by paying the cash value of the

common stock into which the debentures are convertible or by a combination thereof. Accordingly, upon conversion of all or a portion of the
debentures, holders may not receive any shares of our common stock, or they might receive fewer shares of common stock relative to the
conversion value of the debentures. Further, our liquidity may be reduced to the extent that we choose to deliver cash rather than shares of
common stock upon the conversion of the debentures.

If we elect to settle upon conversion in cash or a combination of cash and common stock, there will be a delay in settlement.
Upon conversion, if we elect to settle in cash or a combination of cash and our common stock, there will be a significant delay in settlement.

In addition, because the amount of cash or common stock that a holder will receive in these circumstances will be based on the sales price of our
common stock for an extended period between the conversion date and the settlement date, holders will bear the market risk with respect to the
value of the common stock for such extended period. See �Description of Debentures � Conversion rights.�

Under U.S. federal and state fraudulent transfer or conveyance statutes, a court could void the obligations of the Issuer or take other
actions detrimental to holders of the debentures.
Under U.S. federal or state fraudulent transfer or conveyance laws, a court could take actions detrimental to a holder of debentures if it

found that, at the time the debentures were issued:

� The Issuer issued the debentures with the intent of hindering, delaying or defrauding current or future creditors; or

� The Issuer received less than fair consideration or reasonably equivalent value for incurring the debt represented by the debentures; and

(i) was insolvent or rendered insolvent by issuing the debentures;

(ii) was engaged, or about to engage, in a business or transaction for which its remaining assets would constitute unreasonably small
capital to carry on its business; or

(iii) intended to incur, believed that it would incur or did incur, debt beyond its ability to pay.
If a court made such a finding, it could:

� void all or part of the Issuer�s obligations to the holders of the debentures and direct the repayment of any amounts thereunder to the Issuer�s
other creditors;

� subordinate the Issuer�s other debt; or

� take other actions detrimental to the holders of the debentures.

If this were to occur, we cannot assure you that the Issuer could pay amounts due on the debentures.

We cannot predict what standard a court would apply in order to determine whether the Issuer was insolvent as of the date on which the
Issuer issued the debentures, or that, regardless of the method of valuation, a court would determine that the Issuer was not insolvent on that
date, or whether a court would determine that any payments constituted fraudulent transfers or conveyances on other grounds.
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We will be required to repay the new senior credit facility and offer to repurchase the senior notes and the debentures upon a change in
control. We may not have sufficient funds to do so.
The occurrence of certain events could constitute a change in control of the Issuer for purposes of the new senior credit facility or the senior

notes, or both of them. Such events would constitute an event of default under the new senior credit facility, which could require us to repay the
new senior credit facility, and would require us to offer to repurchase the outstanding senior notes at a repurchase price equal to 101% of the
principal amount, plus accrued and unpaid interest. The occurrence of a fundamental change (including a change of control) involving the Issuer
would require us to offer to repurchase the outstanding debentures at a repurchase price equal to 100% of principal amount, plus accrued and
unpaid interest. We cannot assure you that we would have sufficient funds to make such repayment and to pay such repurchase price, and we
expect that we would require third party financing to do so. We cannot assure you that we would be able to obtain this financing on favorable
terms or at all. If we fail to make such repayment or such repurchases as required, this would constitute a default under the new senior credit
facility, the senior notes or the debentures, as the case may be. In such event, we could experience the material adverse consequences described,
and be forced to take the unfavorable actions referenced in the risk factor relating to restrictive covenants under the new senior credit facility and
senior notes on page 21.

Risks relating to our common stock

There are provisions in some of our important documents that could have the effect of preventing a change in control.
The Issuer�s amended and restated certificate of incorporation and amended and restated by-laws contain provisions concerning voting,

issuance of preferred stock, removal of officers and other matters that may have the effect of discouraging, delaying or preventing a change in
control of the Issuer. See �Description of Capital Stock � Anti-takeover effects of our certificate of incorporation and bylaws.� Stockholders who
might desire to participate in such a transaction or benefit from such a change may not have the opportunity to do so. In addition, these
provisions could adversely impact the price that investors might be willing to pay in the future for our common stock. Further, the new senior
credit facility and the 12% senior notes restrict certain events that would constitute a change of control and provide that certain events which
would constitute a change in control would also constitute an event of default.

Future sales of our common stock in the public market or the issuance of securities senior to our common stock could adversely affect
the trading price of our common stock and the value of the debentures and our ability to raise funds in new stock offerings.
At October 31, 2004, 58,480,908 shares of our common stock were outstanding, excluding:

� 2,578,965 shares issuable upon exercise of options outstanding under our equity incentive plans, at a weighted average exercise price of
$10.80;

� 8,424,908 shares issuable upon conversion of our 6 3/4% Trust Convertible Preferred Securities at a conversion price of $30.713;

� 384,089 shares issuable under our Colleague Stock Discount Purchase Plan; and

� 28,875,025 shares of common stock issuable upon conversion of the debentures at the initial conversion price.

At October 31, 2004, 3,450,823 shares were available for future awards under our equity incentive plans. Since October 31, 2004, we have
not issued any options or any shares except upon exercise of previously outstanding options.

All of the outstanding shares of our common stock, any shares of our common stock issued under our equity incentive and employee benefit
plans, any shares issued upon the conversion of the Trust Preferred Securities and, following the effectiveness of the registration statement of
which this prospectus is a part
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(except to the extent that use thereof is suspended as described under �Description of Debentures � Registration rights� and, if such registration
statement is not then effective or use thereof has been suspended, to the extent that the exemption from registration afforded by Rule 144 under
the Securities Act is available), the shares of our common stock to be issued upon conversion or repurchase of the debentures will be freely
transferable by persons other than our affiliates. The outstanding shares of our common stock held by, and any shares of our common stock
issued under our equity incentive and employee benefit plans to, our affiliates are restricted securities and may not be sold other than pursuant to
an effective registration statement or Rule 144 or another exemption from registration under the Securities Act.

We have granted and intend to grant options to employees and directors annually in the ordinary course. We have filed and intend,
consistent with past practice, to file with the SEC registration statements relating to the issuance of shares of common stock under our equity
incentive and employee benefit plans and the resale of shares of our common stock held by our directors and executive officers.

No prediction can be made as to the effect, if any, that future sales of shares of our common stock or the availability of shares for future
sales (in each case, including shares issued or issuable upon conversion or repurchase of the debentures) will have on the market price of our
common stock prevailing from time to time. Sales of substantial amounts of our common stock in the public market, or the perception that such
sales could occur, could adversely affect prevailing trading prices of our common stock and the value of the debentures and could impair our
ability to raise capital through future offerings of equity or equity-related securities. No prediction can be made as to the effect, if any, that future
sales of shares of common stock or the availability of shares of common stock for future sale, will have on the trading price of our common
stock or the value of the debentures. The price of our common stock could be affected by possible sales of our common stock by investors who
view the debentures as a more attractive means of equity participation in our company and by hedging or arbitrage trading activity that may
develop involving our common stock. The hedging or arbitrage could, in turn, affect the trading price of the debentures.

Conversion or repurchase of debentures into or with our common stock will dilute the ownership interests of other stockholders. In
addition, to the extent that outstanding options to purchase shares of our common stock are exercised, there will be further dilution.

Our ability to pay cash dividends and repurchase our common stock is restricted.
The new senior credit facility and the 12% senior notes substantially restrict the payment of cash dividends and repurchase of shares of our

common stock by us. See �Price Range of Common Stock and Dividend Policy � Dividend policy and restrictions.�

FORWARD LOOKING STATEMENTS

This prospectus contains forward looking statements that are subject to risks and uncertainties. You should not place undue reliance on
those statements because they only speak as of the date of this prospectus. Forward looking statements include information concerning our
possible or assumed future results of operations, including descriptions of our business strategy. These statements often include words such as
�believe,� �expect,� �anticipate,� �intend,� �plan,� �estimate� or similar expressions. These statements are based on assumptions that we have made in light
of our experience in the industry as well as our perceptions of historical trends, current conditions, expected future developments and other
factors we believe are appropriate under the circumstances. As you read and consider this prospectus, you should understand that these
statements are not guarantees of performance or results. They involve risks, uncertainties and assumptions. Although we believe that these
forward looking statements are based on reasonable assumptions, you should be aware that many factors could affect our actual financial results
or results of operations and could cause actual results to differ materially from those in the forward looking statements. These factors include:

� the degree to which we are leveraged;

� additional restructuring or asset impairment charges;
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� unexpected capital expenditures or new program launch costs, which could negatively affect our liquidity position;

� increased costs of raw materials, particularly steel;

� our reliance on major customers and selected models;

� the cyclicality and seasonality of the automotive market;

� the failure to realize the benefits of recent acquisitions and joint ventures;

� obtaining new business on new and redesigned models;

� the ability to achieve the anticipated volume of production from new program awards;

� general economic or business conditions affecting the automotive industry (which is dependent on consumer spending), either nationally or
regionally, being less favorable than expected;

� our failure to develop or successfully introduce new products;

� increased competition in the automotive components supply market;

� unforeseen problems associated with international sales, including gains and losses from foreign currency exchange;

� implementation of or changes in the laws, regulations or policies governing the automotive industry that could negatively affect the
automotive components supply industry;

� changes in general economic conditions in the United States and other parts of the world in which we conduct business; and

� various other factors beyond our control.

We have included and incorporated by reference in this prospectus projections relating to gross and net revenues expected from our product
launch schedule. We cannot assure you that we will attain the revenues projected as many factors, such as car build and the decline or loss of
other programs, will impact the level of revenues we actually generate. For example, see �Summary � Recent developments � Relocation of Dodge
Ram frame assembly to Metalsa joint venture.�

Occurrence of any of the events or circumstances described above could also have a material adverse effect on our business, financial
condition, results of operations or cash flows.

All future written and oral forward looking statements by us or persons acting on our behalf are expressly qualified in their entirety by the
cautionary statements contained or referred to above. Except for our ongoing obligations to disclose material information as required by the
federal securities laws, we do not have any obligation or intention to release publicly any revisions to any forward looking statements to reflect
events or circumstances in the future or to reflect the occurrence of unanticipated events.
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USE OF PROCEEDS

We will not receive any proceeds from the sale by the selling securityholders of the debentures or shares of our common stock issued upon
conversion thereof offered hereby.

Our net proceeds from the offering of the debentures in May 2004, after deducting fees and discounts payable by us, were approximately
$120.9 million. We used the net proceeds of the offering, together with a portion of the borrowings under the new senior credit facility, to repay
outstanding indebtedness under our old senior credit facility in the amount of $239.5 million and for general corporate purposes, including
capital expenditures and launch costs to support our new program launch activity. We used a portion of the borrowings under the new senior
credit facility to redeem the $200.0 million of 5% convertible subordinated notes due August 1, 2004 at a redemption price of 100.714% of the
aggregate principal amount plus accrued and unpaid interest through the redemption date.

RATIO OF EARNINGS TO FIXED CHARGES

The following table sets forth our ratio of earnings to fixed charges on a historical basis for each of the periods presented:

Nine Months
Year Ended December 31, Ended

September 30,
1999 2000 2001 2002 2003 2004

Ratio of earnings to fixed charges(1) 3.3x � � � � 0.7x

(1) Calculated by dividing earnings by total fixed charges. Earnings consist of net income plus income taxes and fixed charges excluding
capitalized interest and minority interest less undistributed earnings of less than 50%-owned affiliates. Fixed charges consist of interest
expense, whether expensed or capitalized, amortization of debt expense and a portion of rental expense that can be demonstrated to be
representative of the interest factor in the particular case. Earnings were inadequate to cover fixed charges by $23.3 million,
$376.4 million, $1.6 million and $168.5 million, respectively, for the years ended December 31, 2000, 2001, 2002 and 2003.
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PRICE RANGE OF COMMON STOCK AND DIVIDEND POLICY

Our common stock is traded on the NYSE under the symbol �TWR.� The following table sets forth, for the periods indicated, the high and
low closing sale prices for the common stock on the NYSE.

Low High

2002
First quarter $ 8.19 $14.00
Second quarter 10.85 15.21
Third quarter 6.15 13.00
Fourth quarter 4.25 7.13
2003
First quarter $ 2.10 $ 4.72
Second quarter 2.37 3.93
Third quarter 3.61 5.37
Fourth quarter 3.29 7.11
2004
First quarter $ 4.35 $ 7.53
Second quarter 3.33 5.83
Third quarter 2.08 3.72
Fourth quarter (through December 13, 2004) 1.20 2.40

The last reported sale price of the common stock on the NYSE as of a recent date is set forth on the cover page of this prospectus. As of
October 31, 2004, there were 2,673 holders of record of our outstanding common stock.

Dividend policy and restrictions

Since our formation in April 1993, we have never paid any cash dividends. It is the current policy of our board of directors to retain
earnings to fund operations and repay debt. Any declaration and payment of cash dividends or repurchases of common stock will be subject to
the discretion of our board of directors and will be dependent upon our financial condition, results of operations, cash requirements and future
prospects, the limitations contained in our new senior credit facility and our 12% senior notes and other factors deemed relevant by our board of
directors. We have no current intention of paying any cash dividends in the foreseeable future.

The Issuer is a holding company that derives substantially all of its cash flow from R.J. Tower, which itself is a holding company with no
operations or assets other than the capital stock of its subsidiaries. Substantially all of the Issuer�s ability to pay dividends or repurchase common
stock from earnings or cash flow from operating or investing activities is dependent upon the earnings and cash flow from operating or investing
activities of R.J. Tower�s subsidiaries and the distribution of those earnings and cash flows to the Issuer.

Under the new senior credit facility, our subsidiaries are restricted in their ability to dividend, loan or otherwise distribute assets, properties,
cash, rights, obligations or securities to the Issuer. These restrictions are subject to a number of exceptions, including, but not limited to, the
ability of the subsidiaries to:

(i) declare and pay dividends to the Issuer to be used to pay taxes and other expenses (not relating to interest, bank fees or other
payments on indebtedness) of the Issuer and the subsidiaries on a consolidated basis; and

(ii) declare and pay dividends to the Issuer to enable the Issuer to make regularly scheduled interest payments or the payment of
principal at maturity of certain unsecured indebtedness issued by the Issuer (including the debentures and the 6 3/4% Convertible
Subordinated Debentures).
Under the indenture governing the 12% senior notes, R.J. Tower is restricted from paying dividends or making other distributions to the

Issuer unless certain conditions are satisfied. Specifically, R.J. Tower is only permitted to pay dividends and make other distributions to the
Issuer if: (i) no default has occurred and is
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continuing (or would result therefrom) under the 12% senior notes indenture, (ii) the consolidated fixed charge coverage ratio of R.J. Tower and
its restricted subsidiaries (as such terms are defined in the 12% senior notes indenture) is at least 2.25 to 1 after giving effect to such dividend or
distribution and (iii) the cumulative amount of such dividend or distribution and all other restricted payments (as defined in the 12% senior notes
indenture) declared or made subsequent to June 6, 2003 does not exceed the sum of:

� 50% of consolidated net income of R.J. Tower and its restricted subsidiaries since April 1, 2003 (or, in the event such consolidated net
income is a deficit, minus 100% of such deficit);

� 100% of the aggregate net proceeds received by R.J. Tower from the issue or sale of capital stock or net proceeds from capital
contributions subsequent to June 6, 2003;

� the amount by which indebtedness of R.J. Tower or its restricted subsidiaries is reduced by the conversion or exchange subsequent to
June 6, 2003 of any indebtedness convertible or exchangeable for capital stock of R.J. Tower; and

� the amount equal to net reduction in restricted investments made after June 2, 2003.

As of November 30, 2004, R.J. Tower had a deficit of approximately $37.7 million under the restricted payment formula outlined above, a
consolidated fixed charge coverage ratio below 2.25 to 1 and would not be able to pay any dividends to the Issuer.

Notwithstanding this restriction, the 12% senior notes indenture permits R.J. Tower to make restricted payments in an aggregate amount of
$25.0 million, whether or not the foregoing formula or the conditions to its use are satisfied. As of November 30, 2004, R.J. Tower had
$21.6 million available to make restricted payments, including dividends and other distributions, to the Issuer.

In addition, whether or not the foregoing formula or conditions are satisfied, R.J. Tower is permitted to make cash dividends or loans to the
Issuer in amounts equal to, in each case:

� amounts required for the Issuer to pay franchise taxes and federal, state, local and foreign income taxes to the extent such income taxes are
directly attributable to the income of R.J. Tower and its restricted subsidiaries (and, to the extent of amounts actually received from its
unrestricted subsidiaries, in amounts required to pay such taxes to the extent attributable to the income of such unrestricted subsidiaries);

� the amounts required for the Issuer to pay franchise taxes and other fees required to maintain its legal existence; and

� an amount not to exceed $5.0 million in any fiscal year to permit the Issuer to pay its corporate overhead and operating expenses incurred
in the ordinary course of business, and to pay salaries or other compensation of employees who perform services for both the Issuer and
R.J. Tower.

So long as no default or event of default has occurred and is continuing under the indenture governing the 12% senior notes, R.J. Tower is
also permitted to pay dividends to the Issuer to pay accrued interest with respect to the Issuer�s 6 3/4% convertible subordinated debentures due
June 18, 2018, whether or not the foregoing formula or conditions are satisfied.

Certain foreign subsidiaries of R.J. Tower are also subject to restrictions on their ability to dividend or otherwise distribute cash to
R.J. Tower because they are subject to financing arrangements that restrict them from paying dividends. See �Risk Factors � The Issuer is a
holding company and relies on the earnings and cash flow from operating or investing activities of its subsidiaries. The Issuer may not have
sufficient assets or cash flows from its subsidiaries to fully repay the debentures or its other indebtedness.�

The indenture governing the debentures does not contain any restrictions on the payment of dividends on common stock or repurchase of
common stock. Such events may, however, result in an adjustment to the conversion rate as described under �Description of Debentures �
Conversion rate adjustments.�
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SELLING SECURITYHOLDERS

We originally issued the debentures in May 2004 in a private offering pursuant to Section 4(2) of the Securities Act. The debentures were
immediately resold by the initial purchasers in transactions exempt from registration under Rule 144A under the Securities Act. The selling
securityholders consist of transferees who purchased the debentures from the initial purchasers, and their subsequent transferees, pledgees,
donees and successors. The selling securityholders may from time to time offer and sell debentures and shares of common stock issued upon
conversion thereof pursuant to this prospectus or an applicable prospectus supplement.

The following table sets forth, as of December 13, 2004, certain information concerning the principal amount of debentures and number of
shares of our common stock beneficially owned by the selling securityholders as well as the principal amount of debentures and number of
shares of our common stock issuable on conversion thereof which may be offered from time to time under this prospectus by the selling
securityholders. We prepared this table based solely on information provided to us by the selling securityholders, and we have not independently
verified such information. Information concerning the selling securityholders may change from time to time. We will from time to time file
prospectus supplements or amendments to the registration statement to change or update information regarding the selling securityholders and to
include additional selling securityholders as required by the registration rights agreement.

Except as set forth below, none of the selling securityholders has held any position or office or has had any material relationship with us
within the past three years.

Securities Beneficially Owned Percentage of
and Offered Hereby(a)(b) Outstanding Securities

Principal Shares of Principal Shares of
Amount of Common Amount of Common

Name Debentures(c) Stock(d) Debentures(e) Stock(f)

Amaranth LLC(g)(h) 9,500,000 2,194,502 7.6% 3.6%
Argent Classic Convertible Arbitrage Fund II, L.P.(i) 360,000 83,160 * *
Argent Classic Convertible Arbitrage Fund, L.P.(i) 1,890,000 436,590 1.5% *
Argent Classic Convertible Arbitrage Fund
(Bermuda) Ltd.(j) 8,650,000 1,998,152 6.9% 3.3%
Axis RDD Limited 175,000 40,425 * *
Basso Multi-Strategy Holding Fund Ltd.(k) 2,250,000 519,750 1.8% *
BNP Paribas Equity Strategies, SNC (g)(l) 611,000 141,141 * *
Century National Insurance Company 500,000 115,500 * *
Citigroup Global Markets Inc.(m)(n) 1,900,000 438,900 1.5% *
Citigroup Global Markets Ltd(g)(n) 15,500,000 3,580,503 12.4% 5.8%
Context Convertible Arbitrage Fund, LP(o) 600,000 138,600 * *
Context Convertible Arbitrage Offshore Ltd(o) 1,400,000 323,400 1.1% *
CooperNeff Convertible Strategies (Cayman) Master
Fund, LP(p) 505,000 116,655 * *
Distressed Recovery Fund LP 90,000 20,790 * *
DKR SoundShore Opportunity Holding Fund Ltd.(q) 375,000 86,625 * *
DKR SoundShore Strategic Holding Fund Ltd.(q) 375,000 86,625 * *
Fidelity Puritan Trust: Fidelity Balanced Fund(g)(r) 1,000,000 231,000 * *
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Securities Beneficially Owned Percentage of
and Offered Hereby(a)(b) Outstanding Securities

Principal Shares of Principal Shares of
Amount of Common Amount of Common

Name Debentures(c) Stock(d) Debentures(e) Stock(f)

Global Bermuda Limited Partnership(s) 1,800,000 415,800 1.4% *
Hamilton Multi-Strategy Master Fund, LP(t) 2,572,000 594,133 2.1% 1.0%
HFR Performance Master Trust 207,000 47,817 * *
Highbridge International LLC(g)(u) 5,000,000 1,155,001 4.0% 1.9%
Hourglass Master Fund, Ltd. 4,675,000 1,079,926 3.7% 1.8%
JMG Capital Partners, LP(v) 1,500,000 346,500 1.2% *
JMG Triton Offshore Fund, Ltd.(w) 1,500,000 346,500 1.2% *
J.P. Morgan Securities Inc.(m)(x) 650,000 150,150 * *
Lakeshore International, Ltd.(s) 7,700,000 1,778,702 6.2% 3.0%
LDG Limited(y) 70,000 16,170 * *
Lexington Vantage Fund c/o TQA Investors, LLC(y) 13,000 3,003 * *
Lyxor/Convertible Arbitrage Fund Limited(l) 99,000 22,869 * *
Lyxor/Mellon Rediscovered Opportunities Fund
Ltd.(z) 288,000 66,528 * *
Lyxor/PRS Convertible Fund Limited 75,000 17,325 * *
Man Mac 2 Limited 2,428,000 560,868 1.9% *
Mellon HBV Master Convertible Arbitrage Fund
LP(g)(aa) 1,328,000 306,768 1.1% *
Mellon HBV Master Leveraged Multi-Strategy Fund
LP(g)(aa) 295,000 68,145 * *
Mellon HBV Master Multi-Strategy Fund LP(g)(aa) 1,674,000 386,694 1.3% *
Mellon HBV Master Rediscovered Opportunities Fund
LP(g)(aa) 1,118,000 258,258 * *
Morgan Stanley Convertible Securities Trust(g) 2,000,000 462,000 1.6% *
Morgan Stanley & Co. Incorporated(m)(bb) 15,775,000 3,644,028 12.6% 5.9%
MSS Convertible Arbitrage 1 c/o TQA Investors,
LLC(y) 4,000 924 * *
The Northwestern Mutual Life Insurance Company �
General Account(g)(cc) 10,000,000 2,310,002 8.0% 3.8%
The Northwestern Mutual Life Insurance Company �
Group Annuity Separate Account(g)(cc) 1,000,000 231,000 * *
PRS Convertible Arbitrage Master Fund LP(dd) 125,000 28,875 * *
PRS Convertible Arbitrage Master Fund II L.P.(dd) 250,000 57,750 * *
Ritchie Beech Trading, Ltd. 825,000 190,575 * *
Sagamore Hill Hub Fund, Ltd.(ee) 15,000,000 3,465,003 12.0% 5.6%
San Diego County Employee Retirement
Association(ff) 630,000 145,530 * *
Singlehedge US Convertible Arbitrage Fund (l) 159,000 36,729 * *
Sphinx Fund c/o TQA Investors, LLC(y) 80,000 18,480 * *
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Securities Beneficially Owned Percentage of
and Offered Hereby(a)(b) Outstanding Securities

Principal Shares of Principal Shares of
Amount of Common Amount of Common

Name Debentures(c) Stock(d) Debentures(e) Stock(f)

Sturgeon Limited(gg) 126,000 29,106 * *
TQA Master Fund, Ltd.(y) 608,000 140,448 * *
TQA Master Plus Fund Ltd.(y) 1,018,000 235,158 * *
TQA Special Opportunities Master Fund Ltd.(y) 2,000,000 462,000 1.6% *
UBS O�Connor LLC f/b/o O�Connor Global Convertible
Arbitrage Master Ltd.(hh) 1,500,000 346,500 1.2% *
Van Kampen Harbor Fund(m)(ii) 3,000,000 693,001 2.4% 1.2%
Vicis Capital Master Fund(jj) 750,000 173,250 * *
Victus Capital, LP(g)(kk) 750,000 173,250 * *
Wachovia Capital Markets LLC(m) 500,000 115,500 * *
Xavex Convertible Arbitrage 8 Fund 50,000 11,550 * *
Xavex Convertible Arbitrage 10 Fund(ll) 800,000 184,800 * *
Xavex-Convertible Arbitrage 7 Fund c/o TQA
Investors, LLC(x) 226,000 52,206 * *
Zazove Convertible Securities Fund, Inc.(ff) 1,000,000 231,000 * *
Zurich Institutional Benchmarks Master Fund Ltd.
c/o TQA Investors, LLC(x) 122,000 28,182 * *

 * Less than 1%.

(a) Since the selling securityholders may offer all or some of their debentures or shares of our common stock issued upon conversion thereof
pursuant to this prospectus, we have assumed for purposes of this table that the selling securityholders will sell all of their debentures and
shares of our common stock issued upon conversion thereof pursuant to this prospectus.

(b) Except as set forth below, each selling stockholder has informed us that it does not beneficially own any debentures or shares of our
common stock other than those represented in this table. We have assumed, for purposes of this table, that transferees, pledges, donees or
successors of each such holder will not beneficially own any debentures or shares of our common stock other than those represented in
this table.

(c) The total amount set forth in this column currently exceeds $125,000,000 because the selling securityholders listed in the above table
may have sold or transferred, in transactions exempt from the registration requirements of the Securities Act, some or all of their
debentures since the date on which the information in the above table was provided to us. Information about the selling securityholders
may change over time. We prepared this table based on the information supplied to us by the selling securityholders named in the table,
and we have not sought to verify such information.

(d) Assumes conversion of all of the selling securityholder�s debentures at an initial conversion rate of 231.0002 shares of our common stock
per $1,000 principal amount of debentures. This conversion rate is subject to adjustment as described under �Description of Debentures �
Conversion rate adjustments.� As a result, the number of shares of our common stock issuable upon conversion may increase or decrease
in the future. Fractional shares will not be issued upon conversion. Payment of cash will be made instead of issuance of fractional shares,
if any.

(e) Based on $125,000,000 aggregate principal amount of debentures outstanding as of December 13, 2004.
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(f) Based on 58,480,908 shares of our common stock outstanding as of November 30, 2004. In calculating this percentage for a particular
holder, we treated as outstanding the number of shares of our common stock issuable upon conversion of that particular holder�s
debentures and did not assume conversion of any other holder�s debentures.

(g) This selling securityholder has informed us that it is affiliated with a broker-dealer.

(h) Amaranth Advisors, L.L.C., the Trading Advisor for Amaranth LLC, exercises voting and dispositive power over the securities held by
Amaranth LLC.

(i) Argent Management Company, LLC is the general partner of Argent Classic Convertible Arbitrage Fund, L.P. and Argent Classic
Convertible Arbitrage Fund II, L.P. Nathanial Brown and Robert Richardson have dispositive power over the debentures held by such
funds.

(j) Argent Financial Group (Bermuda), Ltd. controls Argent Classic Convertible Arbitrage Fund (Bermuda) Ltd. Henry J. Cox has
dispositive power over the debentures held by such fund.

(k) Basso Asset Management, L.P. (�Basso�) is the Investment Manager to Basso Multi-Strategy Holding Fund Ltd. Howard Fischer is a
managing member of Basso GP LLC, the General Partner of Basso.

(l) Christian Menestrier, CEO of CooperNeff Advisors, Inc., exercises dispositive power over the debentures held by these entities.

(m) This selling securityholder has informed us that it is a broker-dealer.

(n) Citigroup Global Markets Inc. is a wholly owned subsidiary of Citigroup Inc. Citigroup Inc. is the parent company of Citigroup Global
Markets Ltd. Citigroup Inc. is a NYSE-listed company.

(o) Context Convertible Arbitrage Fund, LP and Context Convertible Arbitrage Offshore Ltd are controlled by Context Capital Management
LLC. Michael Rosen and William Fertig are the owners of Context Capital Management LLC.

(p) CooperNeff Advisors, Inc. is the stockholder of CooperNeff (Cayman) Ltd., which is the general partner of CooperNeff Convertible
Strategies (Cayman) Master Fund, LP. Christian Menestrier, CEO of CooperNeff Advisors, Inc. exercises dispositive power over the
debentures held by this entity.

(q) DKR Capital Partners L.P. (�DKR LP�) is a registered investment adviser with the SEC and as such, is the investment manager to DKR
SoundShore Opportunity Holding Fund Ltd. and DKR SoundShore Strategic Holding Fund Ltd. (the �Funds�). DKR LP has retained
certain portfolio managers to act as the portfolio manager to the Funds managed by DKR LP. As such, DKR LP and certain portfolio
managers have shared dispositive and voting power over the securities. For the debentures held by these funds, Howard Fischer is the
portfolio manager.

(r) Fidelity Puritan Trust: Fidelity Balanced Fund is a registered investment fund advised by Fidelity Management & Research Company
(�FMR Co.�). FMR Co., a wholly-owned subsidiary of FMR Corp. and an investment adviser registered under Section 203 of the
Investment Advisers Act of 1940, is the beneficial owner of 5,578,400 shares of our outstanding common stock as a result of acting as
investment adviser to various investment companies registered under Section 8 of the Investment Company Act of 1940.

(s) Global Capital Management, Inc. has dispositive power over these securities. Global Capital Management, Inc. is owned by
Messrs. Brandenborg and Frey.

(t) Hamilton Investment Management GP, LLC is the general partner of Hamilton Multi-Strategy Master Fund, LP. Michael Knox, Neil
Kennedy, Evan Zimmerman, Geoff Cragin, Jeff Sawyer, Bill Moore, James McNeil, Sandra Sutz and James Wohlmacher are members of
Hamilton Investment Management GP, LLC.

(u) Highbridge Capital Management is the Trading Advisor to Highbridge International LLC. Glenn Dubin and Henry Swieca are Principals
of Highbridge Capital Management.
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(v) JMG Capital Partners, L.P. (�JMG Partners�) is a California limited partnership. Its general partner is JMG Capital Management, LLC (the
�Manager�), a Delaware limited liability company
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and an investment adviser registered with the Securities and Exchange Commission. The Manager has voting and dispositive power over
JMG Partners� investments. The equity interests of the Manager are owned by JMG Capital Management, Inc., a Delaware corporation
(�JMG Capital�), and Asset Alliance Holding Corp., a Delaware corporation. Jonathan M. Glaser is the Executive Officer and Director of
JMG Capital and has sole investment discretion over JMG Partners� portfolio holdings.

(w) JMG Triton Offshore Fund, Ltd. (the �Fund�) is an international business company under the laws of the British Virgin Islands. The Fund�s
investment manager is Pacific Assets Management LLC, a Delaware limited liability company (�PAM�). PAM is an investment adviser
registered with the Securities and Exchange Commission and has voting and dispositive power over the Fund�s investments. The equity
interests of PAM are owned by Pacific Capital Management, Inc., a Delaware corporation (�Pacific�) and Asset Alliance Holding Corp., a
Delaware corporation. The equity interests of Pacific are owned by Messrs. Roger Richter, Jonathan M. Glaser and Daniel A. David, and
Messrs. Glaser and Richter have sole investment discretion over the Fund�s portfolio holdings.

(x) J.P. Morgan Securities Inc. was an initial purchaser in our private offering of the debentures in May 2004 and an initial purchaser in our
private offering of 12% senior notes in June 2003. J.P. Morgan Securities Inc. was syndication agent under our old senior credit facility
and is a joint bookrunner and joint lead arranger under our new senior credit facility. JPMorgan Chase Bank, an affiliate of J.P. Morgan
Securities Inc., was a lender under our old senior credit facility and is a lender under our new senior credit facility. Charlotte Chui on
behalf of J.P. Morgan Securities Inc. has dispositive powers with respect to the debentures.

(y) TQA Investors, LLC has dispositive power over these securities. The principals of TQA Investors, LLC are Robert Butman, John Idone,
George Esser, Paul Bucci and Bartholomew Tesoriero.

(z) Mellon HBV Alternative Strategies, a wholly owned subsidiary of Mellon Financial Corporation, controls Lyxor/Mellon Rediscovered
Opportunities Fund Ltd.

(aa) Mellon HBV II LLC is the general partner of Mellon HBV Master Convertible Arbitrage Fund LP and is owned by Mellon Financial
Corporation, a publicly held entity. Mellon HBV Company, Ltd is the general partner of Mellon HBV Master Leveraged Multi-Strategy
Fund LP, Mellon HBV Master Multi-Strategy Fund LP and Mellon HBV Master Rediscovered Opportunities Fund LP. Mellon HBV
Company, Ltd is a wholly owned indirect subsidiary of Mellon Financial Corporation.

(bb) Morgan Stanley & Co. Incorporated was an initial purchaser in our private offering of debentures in May 2004. Morgan Stanley Senior
Funding Inc. is a lender under the new senior credit facility. During the past three years Morgan Stanley & Co. Incorporated and/or its
affiliates have performed financial advisory and investment banking services for us. As of November 1, 2004, Morgan Stanley & Co.
Incorporated beneficially owned 10,162 shares of our common stock (excluding options and convertibles).

(cc) Northwestern Management Investment Company, LLC (�NIMC�) is one of the investment advisors to The Northwestern Mutual Life
Insurance Company � General Account and The Northwestern Mutual Life Insurance Company � Group Annuity Separate Account, and is
the investment advisor for such entities with respect to the debentures held by them. NIMC therefore may be deemed to be an indirect
beneficial owner with shared voting power/investment power with respect to such debentures. Jerome R. Baier is a portfolio manager for
NIMC and manages the portfolio which holds the debentures.

(dd) The limited partner of PRS Convertible Arbitrage Master Fund LP and PRS Convertible Arbitrage Master Fund II L.P. is PRS
Investment Partners (Cayman) III Ltd., which is owned by PRS International (Cayman) Limited.

(ee) Sagamore Hill Hub Fund, Ltd. is managed by Sagamore Hill Capital Management, L.P., its investment advisor. Sagamore Hill Capital
Management, L.P.�s general partner, Sagamore Hill Managers, LLC, is managed by Steven H. Bloom, as a manager.
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(ff) Zazove Associates LLC is a registered investment advisor with discretionary authority over the debentures held by these entities.

(gg) CooperNeff Advisors Inc. has sole investment control and shared voting control. Christian Menestrier is the CEO of CooperNeff
Advisors Inc.

(hh) UBS O�Connor LLC is a wholly-owned subsidiary of UBS AG which is listed and traded on the NYSE. The selling securityholder is a
fund which cedes investment control to UBS O�Connor LLC.

(ii) Van Kampen Asset Management, as the investment advisor of Van Kampen Harbor Fund, has discretionary authority over its portfolio.
Van Kampen Small Cap Value Fund owns 1,078,100 shares of our common stock.

(jj) Vicis Capital, LLC has dispositive power over the debentures held by Vicis Capital Master Fund. John Succo, Sky Lucas and Shad
Stastney are the owners of Vicis Capital, LLC.

(kk) Victus Capital, LLC is the general partner of Victus Capital, LP. John Succo, Sky Lucas, Shad Stastney and Dr. Bryan Zwan have
dispositive power over the debentures held by Victus Capital, LLC.

(ll) Xavex Convertible Arbitrage 10 Fund is controlled by Argent International Management Company, LLC. Nathanial Brown and Robert
Richardson have dispositive power over the debentures held by such fund.

Each of Citigroup Global Markets Inc., J.P. Morgan Securities Inc., Morgan Stanley & Co. Incorporated, Van Kampen Harbor Fund and
Wachovia Capital Markets LLC has informed us that it is a broker-dealer registered under Section 15(a) of the Exchange Act. Each of Amaranth
LLC, BNP Paribas Equity Strategies, SNC, Citigroup Global Markets Ltd, Fidelity Puritan Trust: Fidelity Balanced Fund, Highbridge
International LLC, Mellon HBV Master Convertible Arbitrage Fund LP, Mellon HBV Master Leveraged Multi-Strategy Fund LP, Mellon HBV
Master Multi-Strategy Fund LP, Mellon HBV Rediscovered Opportunities Fund LP, Morgan Stanley Convertible Securities Trust, The
Northwestern Mutual Life Insurance Company � General Account, The Northwestern Mutual Life Insurance Company � Group Annuity Separate
Account and Victus Capital, LP has informed us that it is affiliated with a broker-dealer registered under Section 15(a) of the Exchange Act. As
such, they are �underwriters� within the meaning of the Securities Act of the offering of debentures or shares of our common stock issued upon
conversion thereof being registered hereby. For more information, see �Plan of Distribution.�
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CAPITALIZATION

The following table sets forth our actual consolidated capitalization as of September 30, 2004. This table should be read in conjunction with
our consolidated financial statements and notes thereto incorporated by reference into this prospectus.

At
September 30,

2004

(Dollars in millions)
Cash and cash equivalents $ 145.0

Long-term debt, including current maturities:
Subsidiary debt:

New senior credit facility(1):
Revolving credit facility(2) 46.5
Term loan 374.0

Industrial development revenue bonds(3) 43.8
12% senior notes (net of debt discount of $6.7) 251.3
9.25% senior notes(4) 186.5
Other foreign subsidiary indebtedness(5) 142.6
Other(6) 66.2

Total subsidiary debt 1,110.9
5.75% convertible senior debentures(7) 121.6
Due to Tower Automotive Capital Trust(8) 258.8

Total debt $1,491.3
Stockholders� investment:

Preferred stock, par value $1; 5,000,000 shares authorized; no shares
issued or outstanding �
Common stock, par value $.01; 200,000,000 shares authorized;
66,310,872 issued and 58,212,819 outstanding $ 0.7
Additional paid-in capital 681.0
Retained deficit (192.7)
Deferred compensation plans (7.8)
Accumulated other comprehensive loss (26.9)
Treasury stock, at cost (8,098,053 shares) (49.3)

Total stockholders� investment 405.0

Total capitalization $1,896.3

(1) The new senior credit facility provides for a $50.0 million revolving credit facility, a term loan of $375.0 million and a letter of credit
facility of up to $155.0 million. The term loan requires quarterly payments of $0.9 million for the period from September 30, 2004 through
September 30, 2008, and a payment of $179.5 million on each of November 24, 2008 and May 24, 2009. As of September 30, 2004, we
had available liquidity of $145.0 million. At closing, we borrowed $46.5 million under the new revolving credit facility, and we issued
$3.5 million of letters of credit in relation to this facility. As of September 30, 2004, no amounts were available for borrowing under our
new revolving credit facility. Due to collateral sharing arrangements under the 9.25% senior notes, we do not anticipate using the new
revolving credit facility as a revolver in the near future. As a result, all of our liquidity is in the form of cash on our balance sheet. Under
current accounting rules, the letter of credit facility will not be reflected as debt on our balance sheet unless and only to the extent there are
outstanding payments by the facility in respect of letters of credit.
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(2) After giving effect to $3.5 million of outstanding letters of credit.

(3) Reflects indebtedness from the issuance of industrial development revenue bonds to finance the construction of our Bardstown facility and
the purchase of related equipment.

43

Edgar Filing: METATEC INTERNATIONAL INC - Form 10-Q

Table of Contents 65



Table of Contents

(4) In July 2000, R.J. Tower sold � 150,000 of 9.25% senior notes due 2010. The Euro-denominated 9.25% senior notes have been translated
into U.S. dollars using a rate of $1.2431 = � 1.00, the buying rate on the interbank market at the close of business on September 30, 2004.
On December 7, 2004 the buying rate on the interbank market at the close of business was $1.3429 = � 1.00.

(5) Includes: (1) an aggregate of $113.2 million of indebtedness of Seojin; (2) $7.8 million of indebtedness of Dr. Meleghy; and (3) other
foreign subsidiary indebtedness of $21.6 million.

(6) Includes: (1) capitalized lease obligations of $43.1 million and (2) other indebtedness under a synthetic lease of $23.0 million.

(7) Upon conversion of the debentures, we have the right to deliver, in lieu of shares of common stock, cash or a combination of cash and
shares of common stock. Prior to September 20, 2004, we could not issue more than 19,705,187 shares of common stock upon the
conversion or repurchase of the debentures unless and until we obtained stockholder approval for the issuance of the debentures and the
common stock issuable upon conversion or repurchase. In circumstances under which we would have been required to issue in excess of
19,705,187 shares of common stock, we were required to pay cash in respect of all or a portion of converted or repurchased debentures in
order to ensure that the shares issued on conversion or repurchase did not exceed 19,705,187 shares (the �Embedded Conversion Option�).
The initial value associated with the Embedded Conversion Option was $12.6 million and was being marked to market through our
statement of operations during the period of May 24, 2004 through September 19, 2004. We recognized income of approximately
$3.9 million for the nine months ended September 30, 2004 in relation to the change in fair value of the Embedded Conversion Option
which is included in Unrealized Gain on Derivative in the consolidated statements of operations incorporated by reference into this
prospectus. The portion of the debentures, which was to be currently settled in cash, was reflected as a current liability in our consolidated
balance sheet until September 20, 2004.

On September 20, 2004, our stockholders approved the issuance of the debentures and the common stock issuable upon conversion or
repurchase. As of September 20, 2004, mark-to-market adjustments pertaining to the Embedded Conversion Option are no longer required, we
are no longer required to settle any portion of the debentures in cash and the carrying amount of the debentures amounted to $121.6 million,
consisting of the sum of the carrying amount of the debentures in the amount of $112.9 million and the fair value of the Embedded Conversion
Option of $8.7 million. The difference between the carrying value and the principal amount of the debentures will be accreted to the carrying
amount of the debentures through interest expense on the effective interest method to the earliest put date of the debentures, May 20, 2011.

(8) Represents amounts due to Tower Automotive Capital Trust, or �Trust.� In June 1998, the Trust sold $258.8 million in aggregate liquidation
preference of 6 3/4% Trust Convertible Preferred Securities (the �Trust Preferred Securities�). The sole assets of the Trust are approximately
$266.8 million in aggregate principal amount of the Issuer�s 6 3/4% convertible subordinated debentures due June 30, 2018, such amount
being the sum of the stated liquidation preference of the Trust Preferred Securities and the capital contributed by the Issuer in exchange for
the common securities of the Trust. During the third quarter of 2003, we elected to adopt the current provisions of FASB Interpretation
Number (FIN) 46, Consolidation of Variable Interest Entities, an interpretation of ARB No. 51 as it relates to the Trust Preferred Securities
prior to the required effective date. Under FIN 46, the Trust, which was previously consolidated by the Issuer, is no longer consolidated.
As a result, we no longer present the Trust Preferred Securities as mezzanine financing, but instead record a debt obligation for the
proceeds which are owed to the Trust by the Issuer. Interest is recorded at 6 3/4 percent on the amount owed by the Issuer to the Trust,
which is equal to the amount that was previously presented as minority interest (net of tax) for the amounts paid on the Trust Preferred
Securities. Interest expense increased by $8.8 million in 2003 (representing six months of interest) and by $8.8 million for the nine months
ended September 30, 2004 related to this reclassification. Pursuant to the guidance in FIN 46, the Issuer has not reclassified the
presentation in prior periods.

44

Edgar Filing: METATEC INTERNATIONAL INC - Form 10-Q

Table of Contents 66



Table of Contents

DESCRIPTION OF FINANCING PLAN AND RANKING OF DEBENTURES

Financing plan

We are in the final stages of launching new product platforms from the $1.4 billion in new business awarded to us over the last several
years. While these launches, based on our estimates of OEM orders for these platforms, may result in net new business of $600 million between
2003 and 2005, the level of capital expenditures and program launch costs attendant to this launch program has imposed a significant burden on
our liquidity and capital resources. Net capital expenditures were $230.1 million, $159.0 million and $194.0 million in 2003, 2002 and 2001,
respectively. New program launch costs were $43.4 million, $13.0 million and $28.0 million in fiscal 2003, 2002 and 2001, respectively. We
expect net capital expenditures and new program launch costs will be approximately $230.0 million and from $45.0 million to $50.0 million,
respectively, in 2004. In part, we addressed our liquidity needs through the sale of $258.0 million aggregate principal amount of 12% senior
notes in June 2003. We also satisfied a portion of our liquidity needs in the first quarter of 2004 through the sale of our equity investment in
Yorozu which generated cash proceeds of $51.7 million. However, the ability to fund our launch program with cash flows from operations has
been impacted by a decline in our operating performance in 2003 and prior years.

As compared to fiscal 2002, our operating results in 2003 were adversely affected by the following factors:

� New program launch costs. In 2003, we incurred approximately $43.4 million of new program launch costs as compared to approximately
$13.0 million in 2002. These launch costs have had a negative impact on our gross margin.

� Capital expenditures. In 2003, we made net capital expenditures of approximately $230.1 million as compared to approximately
$159.0 million in 2002. Our capital expenditures in 2003 were higher than previously budgeted as a result of approximately $40.0 million
in additional costs related to a new Ford program that new management determined were not going to be reimbursed by Ford. These
unanticipated capital expenditures had a negative impact on our liquidity position.

� Unexpected costs and expenses. Our 2003 operating results were negatively impacted by several unexpected costs and expenses. We
incurred costs of $3.3 million in the third quarter of 2003 associated with an equipment failure that temporarily disrupted production at our
Plymouth, MI facility, which produces assemblies for the new Cadillac SRX. The use of non-standard equipment that resulted in this
disruption has specifically been addressed by our new global technology function. We also incurred $4.4 million of costs in the third
quarter of 2003 related to our executive management changes, as well as increased our litigation reserves during the same quarter by
$1.2 million in anticipation of a potential legal settlement. The replacement of revenues from value-added platforms with low margin,
non-value added module sales resulted in a $13.6 million decline in gross profit. Our gross profit in 2003 was also reduced by
$10.4 million as a result of price concessions to OEMs, which were only partially offset by operating performance improvements.

� Asset impairment charges. We recorded aggregate non-cash asset impairment charges of $128.8 million in the third and fourth quarters of
2003 primarily associated with the write-down of assets at three of our frame assembly plants based on new management�s reevaluation of
the expected cash flows from such plants. These plants currently produce the Ford Explorer and Dodge Ram frames and related products.
Restructuring charges of $28.7 million, including approximately $8.0 million of cash charges, were also recorded in 2003, primarily
related to the planned move of a production line and the consolidation of our technical and corporate office locations. We expect to cease
producing the Ford Explorer and Dodge Ram frames at these facilities in mid-2005, and, unless we replace those programs with new
business or otherwise utilize these facilities in some other aspect of our business, we will incur significant cash restructuring charges. We
are currently evaluating our options in this regard and are unable to predict with any degree of certainty the ultimate timing or size of any
such cash restructuring charges.
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� Yorozu write-down. We recorded a $27.4 million write-down of our investment in Yorozu to its market value in the fourth quarter of 2003,
based on new management�s reevaluation of our strategic intent with respect to Yorozu. We subsequently sold our 30.76% interest in
Yorozu on March 11, 2004 for proceeds of approximately $51.7 million, which were used to finance tooling purchases and other capital
expenditures.

� Increased interest expense. Our interest expense increased by approximately $22.7 million in 2003 as compared to 2002. Approximately
$17.2 million of such increase was attributable to our issuance in June 2003 of $258.0 million in aggregate principal amount at maturity of
12% senior notes and approximately $8.7 million of such increase was the result of the reclassification of the dividends paid on our
$258.8 million 6 3/4% Trust Preferred Securities from minority interest to interest expense under new accounting requirements that
became effective in 2003. These increases were only partially offset by a decrease in interest expense as a result of decreased borrowings
under the existing revolving credit facility and increased capitalized interest on construction projects.

In the last half of 2003, we named a new Chief Executive Officer and Chief Financial Officer who are focused on successfully executing the
remaining programs in our launch program and who bring significant expertise to the task of improving our operations and reducing our cost
structure. Once we complete our 2004 launch program, we believe we will have a broader diversification in our customer base and a higher
percentage of revenues from our body structure segment. We have already implemented a number of measures to gain operating efficiencies and
create a stronger operating focus, including:

� merging two product groups into a single North American business to streamline customer service and better align with OEM customers;

� movement to a centralized business model with plants accounted for as cost centers to promote proper resource allocations;

� implementation of company-wide standards for equipment choices, tooling approaches, process development and facilities set-up to better
leverage capital expenditures and reduce launch risk;

� creation of a Global Purchasing/Manufacturing function to improve operating efficiencies;

� transferring certain of our operations among existing facilities to gain production efficiencies; and

� consolidation of our two technical centers and our headquarters.

We used the net proceeds from the offering of the debentures, together with a portion of the borrowings under the new senior credit facility,
to repay outstanding indebtedness under our old senior credit facility in the amount of $239.5 million and for general corporate purposes,
including capital expenditures and launch costs to support our new program launch activity. After providing the requisite notice of redemption
for the 5% convertible notes due August 1, 2004, we redeemed the 5% convertible notes. We used a portion of the borrowings under the new
senior credit facility to fund such redemption. The refinancing transactions improved the overall profile of our capital structure so that we have
no significant debt maturities until 2009. At closing, we borrowed $46.5 million under the new revolving credit facility, and we issued
$3.5 million of letters of credit in relation to this facility. As of September 30, 2004, no amounts were available for borrowing under our new
revolving credit facility. Due to collateral sharing arrangements under the 9.25% senior notes, we do not anticipate using the new revolving
credit facility as a true revolver in the near future. As a result, all of our liquidity is in the form of cash on our balance sheet. We also incurred a
non-cash charge of approximately $3.5 million in the second quarter of fiscal 2004 due to write-offs of deferred financing fees related to our old
senior credit facility.

During the third quarter of 2004, certain of our OEM customers notified us that they were terminating their accelerated payment programs
for all of their suppliers, including us. We are currently in discussions with these customers as to the timing of such terminations and believe,
based on such discussions, that these programs will be phased out over the next few months. The termination of these
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programs will have a material adverse impact on our liquidity position. To offset this negative impact, we are in negotiations with third parties to
establish an accounts receivable securitization facility. We are presently permitted by the new senior credit facility to securitize up to
$50.0 million of accounts receivable, which will offset a portion (but not all) of the reduced liquidity as a result of the termination of the
accelerated payment programs. We need an amendment to our new senior credit facility to increase the amount of the accounts receivable
securitization to $150.0 million. We had previously submitted a proposed amendment to our lenders to increase the amount of the accounts
receivable securitization to $200.0 million but withdrew it after receiving notice that more than 50% of the second lien lenders opposed it as
written. Since then, we have been negotiating with our lender group and expect to make a formal presentation to our lenders regarding the terms
and expected benefits of the amendment in the near future.

As a contingency plan, we continue to pursue other alternatives permitted by the new senior credit facility to improve liquidity. These
actions include, but are not limited to, a smaller accounts receivable securitization facility and an accounts receivable factoring agreement in our
European operations, which will provide an additional $30.0 million of liquidity. On December 3, 2004, we announced that we deferred the
dividend payment on the 6 3/4% Trust Convertible Preferred Securities that would have otherwise been paid on December 31, 2004. The terms
of the Tower Automotive Capital Trust and the underlying 6 3/4% convertible subordinated debentures held by the Trust permits the deferral of
dividends and the underlying interest payments for up to 20 consecutive quarters. The deferral of the approximately $4.4 million dividend on the
6 3/4% Trust Convertible Preferred Securities improves our short-term liquidity position and preserves our options until either the amendment
approval for the new senior credit facility is achieved or the contingency plan is in place in 2005. We cannot assure you, however, that we will
be able to enter into a smaller accounts receivable securitization facility or the factoring agreement on terms favorable to us, or at all.

In addition, we currently have trade accounts payable outstanding an average of 74 days. Our payment terms with our vendors average
60 days for purchases of productive material and other services. These amounts exclude amounts outstanding for tooling and capital purchases
which have payment terms which are dependent on the tooling or capital meeting certain technical and performance requirements and generally
require progress payments during construction. In the upcoming quarters, we intend to reduce the average amount of trade accounts payable
outstanding from the 74 day average at September 30, 2004 to the extent we have sufficient liquidity to do so. We believe that such liquidity will
be available if we are successful in negotiating the increase in our permitted accounts receivable securitization to $150.0 million as well as
completing the additional liquidity actions discussed above. We can offer no assurances that these efforts will be successful. We would be
unable to meet our liquidity needs if a substantial portion of our trade creditors creased extending credit to us.

We are attempting to manage our liquidity requirements through the prudent use of our cash resources, effective management of working
capital and capital expenditures and pursuing strategic alternatives, as required. We believe that funds generated by operations, together with
cash on hand and the impact of the actions permitted by the new senior credit facility, identified above, will be sufficient to permit us to meet our
liquidity and capital resources requirements for the foreseeable future. Certain significant assumptions underlie this belief, including among
others, that we will be successful in replacing the liquidity from the termination of the OEMs� accelerated payment programs, that there will be
no material adverse developments in our business or operating performance, the automotive market in general, or our anticipated activities and
costs associated with our program launches.

Corporate and financing structure

Tower Automotive, Inc. is a holding company that owns all of the outstanding capital stock of R.J. Tower and all of the common securities
issued by the Trust. R.J. Tower is also a holding company that conducts all of its operations through domestic and foreign direct and indirect
subsidiaries. R.J. Tower�s subsidiaries conduct operations in the United States, Canada, Mexico, Germany, Belgium,
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Poland, Slovakia, Italy, France, Spain, Japan, China, Korea, Brazil and India. All of R.J. Tower�s subsidiaries are wholly-owned other than two
joint ventures in China and a minor German subsidiary acquired as part of the acquisition of Dr. Meleghy. R.J. Tower also owns a 40% equity
interest in Metalsa S. de R.L., one of the largest suppliers of vehicle frames and structures in Mexico.

The following chart summarizes our principal corporate structure and our principal indebtedness as of September 30, 2004:

(1) The Issuer guaranteed all of the obligations of R.J. Tower under the new senior credit facility on a senior secured basis and has guaranteed
all of the obligations of R.J. Tower under the 12% senior notes and 9.25% senior notes on a senior unsecured basis. In addition, the Issuer
has guaranteed approximately $70.6 million of indebtedness (as of September 30, 2004) of Seojin (the �Seojin Debt�). See �Description of
Certain Indebtedness.�

(2) The Issuer has guaranteed certain of the obligations of the Trust with respect to the 6 3/4% Trust Convertible Preferred Securities on a
subordinated basis. The sole assets of the Trust are approximately $266.8 million in aggregate principal amount of the Issuer�s
6 3/4% Convertible Subordinated Debentures due June 30, 2018, such amount being the sum of the stated liquidation preference of the
Trust Preferred Securities and the capital contributed by the Issuer in exchange for the common securities of the Trust. The
6 3/4% Convertible Subordinated Debentures are subordinated and junior in right of payment to all senior debt of the Issuer. See
�Description of Certain Indebtedness � Trust preferred securities.�

(3) The new senior credit facility provides for a $375.0 million term loan, a $50.0 million revolving credit facility and a $155.0 million letter
of credit facility. The term loan requires quarterly payments of $0.9 million for the period from September 30, 2004 through September 30,
2008 and a payment of $179.5 million on each of November 24, 2008 and May 24, 2009. As of September 30, 2004, we had available
liquidity of $145.0 million. At closing, we borrowed $46.5 million under the new revolving credit facility, and we issued $3.5 million of
letters of credit in relation to this facility. As of September 30, 2004, no amounts were available for borrowing under our new revolving
credit facility. Due to collateral sharing arrangements under the 9.25% senior notes, we do not anticipate using the new revolving credit
facility as a true revolver in the near future. As a result, all of our liquidity is in the form of cash on our balance sheet. Under current
accounting rules, the letter of credit facility will not be reflected as debt on our balance sheet unless and only to the extent there are
outstanding payments by the facility in respect of letters of credit.
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(4) In July 2000, R.J. Tower sold � 150.0 million of 9.25% senior notes due 2010. The Euro-denominated 9.25% senior notes have been
translated into U.S. dollars using a rate of $1.2431 to � 1.00, the buying rate on the interbank market at the close of business on
September 30, 2004. On December 7, 2004, the buying rate on the interbank market at the close of business was $1.3429 = � 1.00.

(5) Includes: (i) an aggregate of $113.2 million of indebtedness of Seojin; (ii) $7.8 million of indebtedness of Dr. Meleghy; and (iii) other
foreign subsidiary indebtedness of $21.6 million.

(6) All of R.J. Tower�s domestic subsidiaries guaranteed R.J. Tower�s obligations under the new senior credit facility, and have guaranteed the
12% senior notes and the 9.25% senior notes. In addition, the lenders under the new senior credit facility have senior perfected liens and
security interests in the capital stock of R.J. Tower and all of its domestic subsidiaries, the present and future property and assets, real and
personal, tangible and intangible (subject to customary exceptions), of R.J. Tower and its domestic subsidiaries, and the proceeds and
products of such property and assets.

(7) Includes: (i) $43.8 million of indebtedness represented by industrial revenue bonds and (ii) $23.0 million of indebtedness under a synthetic
lease.

Ranking of debentures

The debentures are general unsecured senior obligations of the Issuer. The payment of principal of and interest (and additional interest, if
any) on the debentures ranks equally in right of payment with all present or future senior indebtedness of the Issuer (including its unsecured
guarantees of the 12% senior notes, the 9.25% senior notes and the Seojin Debt and its secured guarantee of the new senior credit facility) and
senior in right of payment to all present or future subordinated obligations of the Issuer (including its obligations under the 6 3/4% Convertible
Subordinated Debentures and its subordinated unsecured guarantee of the Trust�s obligations under the Trust Preferred Securities). Such payment
is effectively subordinated to all present or future secured indebtedness (including its secured guarantee of the new senior credit facility) of the
Issuer to the extent of the value of the assets securing such indebtedness. All of the assets of the Issuer (i.e., the capital stock of R.J. Tower) are
pledged to secure its guarantee of the new senior credit facility.

The Issuer is a holding company that currently conducts all of its operations through its subsidiaries, and none of the Issuer�s subsidiaries
guarantee the debentures or have any obligations with respect to the debentures. As a result, the debentures are effectively subordinated to
claims of creditors (including trade creditors and preferred stockholders, if any) of the Issuer�s subsidiaries (including the holders of the
12% senior notes and the 9.25% senior notes and the lenders under the new senior credit facility and the credit agreements of foreign
subsidiaries). See �Risk Factors � The Issuer is the sole obligor of the debentures, and its subsidiaries do not guarantee the Issuer�s obligations
under the debentures and do not have any obligation with respect to the debentures. The debentures are structurally subordinated to all of the
debt and liabilities of the Issuer�s subsidiaries and are effectively subordinated to any of the Issuer�s secured debt.�

Neither the Issuer nor its subsidiaries are prohibited from incurring debt, including senior indebtedness, under the indenture governing the
debentures. We may from time to time incur additional debt, including senior indebtedness and secured indebtedness. Our subsidiaries may also
from time to time incur additional debt, including senior indebtedness, secured indebtedness and other liabilities.

At September 30, 2004, there was outstanding:

� $125.0 million ($121.6 million carrying value as of September 30, 2004) of senior indebtedness of the Issuer, consisting of the debentures,
but excluding guarantees of indebtedness of the Issuer�s subsidiaries which are structurally senior to the debentures;

� $258.8 million of subordinated obligations of the Issuer, consisting of the Issuer�s unsecured subordinated indebtedness under its
6 3/4% Convertible Subordinated Debentures issued to the Trust and its subordinated unsecured guarantee of certain of the Trust�s
obligations under the Trust Preferred Securities;
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� $1,110.9 million of indebtedness of the Issuer�s subsidiaries (including R.J. Tower), consisting of (i) secured indebtedness under or
guarantees of the new senior credit facility, (ii) unsecured indebtedness under or guarantees of the 12% senior notes and the 9.25% senior
notes, (iii) indebtedness with respect to industrial revenue bonds of $43.8 million, (iv) indebtedness of foreign subsidiaries of
$142.6 million, (v) capitalized lease obligations of $43.1 million and (vi) other indebtedness under a synthetic lease of approximately
$23.0 million; and

� $1,129.7 million of other liabilities of the Issuer and its subsidiaries, of which $1,127.2 million applies to the Issuer�s subsidiaries,
including $668.5 million of accounts payable (including trade payables) of the Issuer�s subsidiaries (which amount excludes intercompany
accounts payable to the Issuer or its subsidiaries).
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DESCRIPTION OF CERTAIN INDEBTEDNESS

New senior credit facility

General. On the closing date of the offering of the debentures, R.J. Tower and the Issuer entered into a new senior secured credit facility
with Morgan Stanley Senior Funding, Inc. and J.P. Morgan Securities Inc., as sole and exclusive joint book runners and lead arrangers, Morgan
Stanley Senior Funding, Inc., as administrative agent, JPMorgan Chase Bank, as syndication agent, Standard Federal Bank, as collateral agent,
and the other lenders named therein. The debentures are structurally subordinated to the new senior credit facility and effectively subordinated to
the Issuer�s guarantee under the new senior credit facility to the extent of the value of its pledge of assets thereunder.

The new senior credit facility provides for aggregate borrowings by R.J. Tower of up to $580.0 million. The new senior credit facility
provides for:

� a five-year revolving credit facility of up to $50.0 million, including a $25.0 million sub-facility for the issuance of letters of credit;

� a five-year term loan facility in aggregate principal amount equal to $375.0 million; and

� a synthetic letter of credit facility in an amount equal to $155.0 million.

On the closing date, we borrowed $46.5 million under the revolving credit facility, and we issued $3.5 million of letters of credit in relation
to this facility. In addition, the term loan was fully drawn. As of September 30, 2004, no amounts were available for borrowing under the
revolving credit facility or the term loan. Due to collateral sharing arrangements under the 9.25% senior notes, we do not anticipate using that
facility as a true revolver in the near future. The revolving credit facility is used solely for our working capital requirements and other corporate
purposes. The borrowings under the term loan facility were used, together with a portion of the net proceeds from the sale of the debentures,
(i) to repay outstanding indebtedness under the old senior credit facility, (ii) to redeem the 5% convertible notes, (iii) to pay fees and expenses
incurred in connection with the refinancing transactions and (iv) for general corporate purposes of the Issuer, R.J. Tower and its subsidiaries.

Synthetic letter of credit facility. The $155.0 million synthetic letter of credit facility was issued on the closing date to replace or backstop
letters of credit outstanding under R.J. Tower�s old senior credit facility that supported our operating leases, capitalized leases of $4.0 million,
industrial development revenue bonds issued before 2000, workers� compensation obligations, and to backstop an obligation outstanding under
an interest rate hedging agreement. The lenders participating in the letter of credit facility deposited the full amount in a trust account held by
Standard Federal Bank for the benefit of the issuer of the letters of credit under the synthetic letter of credit facility, to be invested in time
deposits. If a letter of credit is drawn under the letter of credit facility and not reimbursed in full by R.J. Tower, each participating lender�s ratable
share of the deposit will be applied automatically in satisfaction of the reimbursement obligation, and each participating lender will be deemed to
have made a loan to R.J. Tower in such amount. R.J. Tower does not have an interest in any such funds on deposit and does not account for such
funds as indebtedness when deposited in the trust account. The letter of credit facility will be reflected as debt on our balance sheet only if and to
the extent there are outstanding payments by the facility in respect of letters of credit.

Interest and Fees. Borrowings under the new senior credit facility bear interest at a rate per annum which, at R.J. Tower�s option, is either:

� a �base rate� equal to the higher of (i)  1/2 of 1% in excess of the federal funds rate and (ii) a reference rate announced or established from
time to time by JPMorgan Chase Bank as its prime or commercial lending rate, as in effect from time to time, plus a margin of 3.25%
applicable to revolving loans and the term loan, or a margin of 6.00% applicable to the letter of credit facility (after a loan has been made
under such facility); or
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� a �LIBO rate� or a �Euro rate� adjusted for the maximum reserves for the respective interest period, plus a margin of 4.25% applicable to
revolving loans and the term loan, or a margin of 7.00% applicable to the letter of credit facility (after a loan has been made under such
facility).

R.J. Tower pays a per annum fee on amounts deposited with the letter of credit issuer equal to, at the election of R.J. Tower, the �base rate�
plus a margin of 6.00% or the �LIBO rate� plus a margin of 7.00%, in each case, less the amount of interest earned on the amount deposited with
the letter of credit issuer for such period.

After completion of the first two full fiscal quarters following the closing date, the margin applicable to revolving loans is subject to
step-ups and step-downs to be determined based on R.J. Tower�s leverage ratio and is initially 3.25% per annum in the case of base rate loans and
4.25% per annum in the case of LIBO rate loans or Euro rate loans.

Base rate loans are subject to quarterly interest payments. Interest periods of one, two, three, six and, if available to all lenders, nine and
twelve months (or, solely with respect to revolving loans and only if available to all lenders, one and two weeks) are available for LIBO rate
loans and Euro rate loans. LIBO rate loans and Euro rate loans are subject to interest payments on the last day of each relevant interest period
and every three months in the case of interest periods in excess of three months. R.J. Tower also has to pay a commitment fee calculated at the
rate of one half percent (0.50%) per annum on the unused portion of the revolving credit facility, payable quarterly in arrears. After completion
of the first two fiscal quarters following the closing date, the commitment fee is subject to step-downs to be determined based upon R.J. Tower�s
leverage ratio.

Maturity. The revolving credit facility and term loan mature on the fifth anniversary of the closing date. The letter of credit facility matures
on January 29, 2010.

Guarantee and collateral. The obligations of R.J. Tower under the new senior credit facility are guaranteed by the Issuer and all direct and
indirect existing and future domestic restricted subsidiaries (as defined in the new senior credit facility) of R.J. Tower. R.J. Tower�s obligations
under the revolving credit facility and the term loan are secured by a first priority lien and security interest in the capital stock of R.J. Tower and
all of its domestic subsidiaries, the present and future property and assets, real and personal, tangible and intangible (subject to customary
exceptions), of the Issuer, R. J. Tower and all of its domestic restricted subsidiaries, and the proceeds and products of such property and assets.
The obligations of R.J. Tower under the letter of credit facility are secured by a second priority lien and security interest in the same collateral,
other than the principal manufacturing facilities located in the United States owned by R.J. Tower or any of its subsidiaries or shares of capital
stock or indebtedness of any restricted subsidiary. The book value of collateral underlying the new senior credit facility is approximately
$1.1 billion.

Maintenance tests and covenants. The new senior credit facility requires R.J. Tower to meet certain financial tests, including a minimum
interest coverage ratio (defined as EBITDA, as defined in the new senior credit facility, to interest expense) of 1.50x in respect of the revolving
loans and the term loan and 1.00x in respect of the letter of credit facility, a total leverage ratio (defined as total debt to EBITDA) of 5.50x in
respect of the revolving loans and the term loan and 6.00x in respect of the letter of credit facility, a senior secured leverage ratio (defined as
senior secured debt to EBITDA) of 3.00x in respect of the revolving loans and the term loan and 3.25x in respect of the letter of credit facility,
minimum EBITDA of $200 million and a minimum liquidity of at least $50.0 million. Over time, these financial covenants become more
stringent. As of September 30, 2004, R.J. Tower was in compliance with these financial covenants. The new senior credit facility also contains
covenants which, among other things, limit:

� the creation of liens,

� the incurrence of additional indebtedness, guarantees and contingent obligations,

� any new lease obligations or buy-outs of existing leases,

� mergers and consolidations,
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� sales, transfers and other dispositions of assets,

� loans, acquisitions, joint ventures and other investments,

� dividends and other distributions to stockholders,

� repurchasing shares of our capital stock,

� prepayment, redemption or repurchase of certain indebtedness,

� granting of negative pledges other than to the administrative agent and lenders under the new senior credit facility and

� other matters customarily restricted in such agreements.

Events of default. The new senior credit facility contains customary events of default, including, but not limited to:

� payment defaults,

� breach of representations and warranties,

� noncompliance with covenants,

� cross-defaults in other indebtedness,

� bankruptcy and insolvency,

� monetary judgments in excess of specified amounts,

� impairment of loan documentation or security,

� a change of ownership or operating control and

� standard ERISA defaults.

Our new senior credit facility includes a covenant that requires us to use commercially reasonable best efforts to complete the grant of
collateral securing loans and other obligations with respect to that facility within certain specified periods. If we fail to use commercially
reasonable best efforts, the interest rate with respect to our borrowings thereunder will be increased by 1% per quarter for each quarter we fail to
comply, and we will be further restricted in our ability to, among other things, make investments, sell assets and incur additional debt.

We are presently permitted by our new senior credit facility to securitize up to $50.0 million of accounts receivable, which will offset a
portion (but not all) of the reduced liquidity as a result of the termination of our OEM customers� accelerated payment programs. We need an
amendment to our new senior credit facility to increase the amount of the accounts receivable securitization to $150.0 million. We had
previously submitted a proposed amendment to our lenders to increase the amount of the accounts receivable securitization to $200.0 million but
withdrew it after receiving notice that more than 50% of the second lien lenders opposed it as written. Since then, we have been negotiating with
our lender group and expect to make a formal presentation to our lenders regarding the terms and expected benefits of the amendment in the near
future.

Additional information. The foregoing summary of certain provisions of the new senior credit facility is qualified in its entirety by reference
to all of the provisions of the new senior credit facility, which we filed with the SEC. See �Where You Can Find More Information.�

     12% senior notes
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General. R.J. Tower issued the 12% senior notes under the indenture (the �12% Notes Indenture�), dated June 13, 2003, among itself, the
Issuer, the subsidiary guarantors named therein and BNY Midwest Trust Company, as trustee (the �Trustee�). The 12% Notes Indenture is
unlimited in aggregate principal amount. There are currently $258.0 million in aggregate principal amount of 12% senior notes outstanding.
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R.J. Tower may issue an unlimited principal amount of additional notes having identical terms and conditions as the existing 12% senior notes
(the �Additional Notes�). R.J. Tower will only be permitted to issue such Additional Notes if at the time of such issuance, it was in compliance
with the covenants contained in the 12% Notes Indenture. Any Additional Notes will be part of the same issue as the currently outstanding
12% senior notes and will vote on all matters with the holders of such 12% senior notes. The 12% senior notes mature on June 1, 2013, and
interest on the 12% senior notes is payable semiannually on June 1 and December 1 of each year. The net proceeds of the sale of the 12% senior
notes were used to repay outstanding indebtedness under the old senior credit facility.

Ranking. The 12% senior notes are general unsecured obligations of R.J. Tower and rank senior in right of payment to all existing and
future indebtedness of R.J. Tower that is expressly subordinated in right of payment to the 12% senior notes. The 12% senior notes rank equally
in right of payment with all existing and future liabilities of R.J. Tower that are not so subordinated and are effectively subordinated to all of R.J.
Tower�s secured indebtedness to the extent of the value of the assets that secure such indebtedness and to liabilities of R.J. Tower�s subsidiaries
that do not guarantee the 12% senior notes. In the event of bankruptcy, liquidation, reorganization or other winding up of R.J. Tower or its
subsidiary guarantors or upon a default in payment with respect to, or the acceleration of, any indebtedness under the new senior credit facility
or other secured indebtedness, the assets of R.J. Tower and its subsidiary guarantors that secure secured indebtedness will be available to pay
obligations on the 12% senior notes and the subsidiary guarantees only after all indebtedness under the new senior credit facility and other
secured indebtedness has been repaid in full from such assets.

Note guarantees. All of R.J. Tower�s domestic subsidiaries have, jointly and severally, unconditionally guaranteed on a senior unsecured
basis R.J. Tower�s obligations under the 12% senior notes and all of its obligations under the 12% Notes Indenture. Such subsidiary guarantors
have agreed to pay, in addition to the amount stated above, any and all costs and expenses (including reasonable counsel fees and expenses)
incurred by the Trustee or the holders of 12% senior notes in enforcing any rights under the note guarantees. The obligations of subsidiary
guarantors under the subsidiary guarantees rank equally in right of payment with other indebtedness of such subsidiary guarantor, except to the
extent such other indebtedness is expressly subordinate to the obligations arising under the subsidiary guarantee. The obligations of each
subsidiary guarantor under its subsidiary guarantee is limited as necessary to prevent that subsidiary guarantee from constituting a fraudulent
conveyance or fraudulent transfer under or similar laws affecting the rights of creditors generally.

Redemption. Except as described below, the 12% senior notes are not redeemable until June 1, 2008. On and after June 1, 2008, R.J. Tower
may redeem all or, from time to time, a part of the 12% senior notes at the following redemption prices (expressed as a percentage of principal
amount) plus accrued and unpaid interest on the 12% senior notes, if any, to the applicable redemption date if redeemed during the twelve-month
period beginning on June 1 of the years indicated below:

Year Percentage

2008 106.00%
2009 104.00
2010 102.00
2011 and thereafter 100.00

Prior to June 1, 2006, R.J. Tower may on any one or more occasion redeem up to 35% of the original principal amount of the 12% senior
notes with the net cash proceeds of one or more public equity offerings at a redemption price of 112% of the principal amount thereof, plus
accrued and unpaid interest, if any, to the redemption date (subject to the right of holders of record on the relevant record date to receive interest
due on the relevant interest payment date); provided that

(1) at least 65% of the original principal amount of the 12% senior notes (calculated after giving effect to any issuance of Additional
Notes) remains outstanding after each such redemption; and
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(2) the redemption occurs within 90 days after the closing of such public equity offering.
Change of control. If a change of control occurs, R.J. Tower will be required to offer to purchase the 12% senior notes at 101% of the

aggregate principal amount thereof, plus accrued and unpaid interest to the date of purchase. A �change of control� is generally defined under the
12% Notes Indenture to mean:

(1) any �person� or �group� of related persons, is or becomes the beneficial owner, directly or indirectly, of more than 35% of the total
voting power of the voting stock of R.J. Tower or the Issuer (or their respective successors by merger, consolidation or purchase of all or
substantially all of their respective assets) (for the purposes of this clause, such person or group shall be deemed to beneficially own any
voting stock of R.J. Tower or the Issuer held by a parent entity, if such person or group �beneficially owns� (as defined above), directly or
indirectly, more than 35% of the voting power of the voting stock of such parent entity (except the Issuer�s ownership of capital stock of
R.J. Tower shall be excluded);

(2) the first day on which a majority of the members of the Board of Directors of R.J. Tower or the Issuer are not continuing directors;

(3) the sale, lease, transfer, conveyance other disposition (other than by way of merger or consolidation), in one or a series of related
transactions, of all or substantially all of the assets of R.J. Tower or the Issuer and its restricted subsidiaries taken as a whole to any �person�
(as such term is used in Sections 13(d) and 14(d) of the Exchange Act) other than a Permitted Holder; or

(4) the adoption by the stockholders of R.J. Tower or the Issuer of a plan or proposal for the liquidation or dissolution of R.J. Tower or
the Issuer.
Events of default. The 12% Notes Indenture contain customary events of default, including, without limitation, payment defaults, covenants

defaults, certain cross-defaults to mortgages, indentures or other instruments, certain events of bankruptcy and insolvency, judgment defaults,
and failure of any guaranty of the 12% senior notes to be in full force and effect.

Covenants. The 12% Notes Indenture contains covenants for the benefit of the holders of the 12% senior notes that, among other things,
limit the ability of R.J. Tower and any of its restricted subsidiaries to:

� incur additional debt and guarantees;

� issue redeemable stock;

� repurchase capital stock;

� make other restricted payments including, without limitation, investments;

� create liens;

� redeem debt that is junior in right of payment to the notes;

� sell or otherwise dispose of assets, including capital stock of subsidiaries;

� enter into agreements that restrict dividends from subsidiaries;

� enter into mergers or consolidations;

� enter into transactions with affiliates;

� enter new lines of business; and

� enter into sale/ leaseback transactions.
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These limitations are, however, subject to a number of important qualifications and exceptions. For a more detailed discussion of the
limitations on the ability of R.J. Tower to make distributions to the Issuer, see �Price Range of Common Stock and Dividend Policy � Dividend
policy and restrictions.�
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Additional information. The foregoing summary of certain of the provisions of the 12% Notes Indenture is qualified in its entirety by
reference to all of the provisions of the 12% Notes Indenture, which has been filed with the SEC. See �Where You Can Find More Information.�

9.25% Senior notes
General. In July 2000, R.J. Tower issued � 150,000,000 of 9.25% Senior Notes due 2010 pursuant to an indenture, dated as of July 25, 2000,

among R.J. Tower, as issuer, the guarantors named therein and the United States Trust Company of New York, as trustee. The
Euro-denominated senior notes are limited in aggregate principal amount to � 200,000,000. The 9.25% senior notes will mature on August 1,
2010, and interest on the 9.25% senior notes is payable semiannually on February 1 and August 1 of each year. The 9.25% senior notes are listed
on the Luxembourg Stock Exchange. The net proceeds of the offering of the 9.25% senior notes were used to repay outstanding indebtedness.

Ranking. The 9.25% senior notes are unsecured obligations of R.J. Tower, equal in right of payment with all other unsecured and
unsubordinated indebtedness of R.J. Tower, and senior in right of payment to the outstanding and future subordinated indebtedness of
R.J. Tower. Each of the U.S. subsidiaries of R.J. Tower that has guaranteed indebtedness under the new senior credit facility unconditionally
guarantee payment on a joint and several basis of all of R.J. Tower�s obligations under the 9.25% senior notes indenture and the 9.25% senior
notes. The Issuer has unconditionally guaranteed the 9.25% senior notes on a senior unsecured basis. The guarantees are unsecured obligations
of the guarantors, equal in right of payment with all other unsecured and unsubordinated indebtedness of the guarantors and senior in right of
payment to the outstanding and future subordinated indebtedness of the guarantors.

Redemption. The 9.25% senior notes are redeemable at any time and from time to time at the option of R.J. Tower, in whole or in part, upon
not less than 30 nor more than 60 days� notice to each holder. The redemption price is equal to the greater of:

� 100% of the principal amount of the 9.25% senior notes to be redeemed or

� as determined by Chase Manhattan International Limited or Banc of America Securities LLC (formerly Bank of America International
Limited), the sum of the present values of the remaining scheduled payments of principal and interest on the 9.25% senior notes
discounted to the date of redemption, on a semiannual basis, at the Reference Dealer Rate (defined to mean with respect to Chase
Manhattan International Limited or Bank of America International Limited and any redemption date, the midmarket yield to maturity, as
determined by Chase Manhattan International Limited or Bank of America International Limited, of the German Government Bund 5.25%
due July 1, 2010 or, if that security is no longer outstanding, a similar security in the reasonable judgment of Chase Manhattan
International Limited or Bank of America International Limited), at 11:00 a.m., London time, on the third business day in London
preceding such redemption date quoted in writing to United States Trust Company of New York) plus 50 basis points, plus accrued and
unpaid interest to the date of redemption.

Change of control. If a change of control occurs, R.J. Tower will be required to offer to purchase the 9.25% senior notes at 101% of the
aggregate principal amount thereof, plus accrued and unpaid interest, to the date of purchase. Change of control is generally defined under the
9.25% senior notes indenture to mean:

� the direct or indirect sale, lease, transfer, conveyance of other disposition (other than by merger or consolidation), in one or a series of
related transactions, of all or substantially all of the properties or assets of R.J. Tower and its subsidiaries taken as a whole to any person
(as that term is used in Section 13(d)(3) of the Exchange Act);

� the adoption of a plan relating to the liquidation or dissolution of R.J. Tower;

� the first day on which we cease, either directly or indirectly, to own all of the outstanding equity interest of R.J. Tower;
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� the consummation of any transaction (including, without limitation, any merger or consolidation) the result of which is that any �person� (as
defined above), other than an employee trust sponsored by R.J. Tower, becomes the beneficial owner, directly or indirectly, of more than
50% of the voting stock of R.J. Tower, measured by voting power rather than number of shares; or

� the first day on which a majority of the members of the board of directors of R.J. Tower were not continuing directors (defined to include
members of the board of directors of R.J. Tower on the date of the 9.25% senior notes indenture or members who were nominated for
election or elected to such board of directors with the approval of a majority of the continuing directors who were members of the board of
directors at the time of such nomination or election).

Covenants. The 9.25% senior notes indenture also contains covenants which, among other things, limit:

� the creation of liens and encumbrances and

� certain sale and lease-back transactions with respect to the owned manufacturing facility properties of R.J. Tower or any subsidiary.

Collateral Sharing Arrangement. Pursuant to the limitation on liens covenant, so long as the 9.25% senior notes are outstanding, R.J. Tower
has agreed not to create or assume, and will not permit any of its subsidiaries to create or assume, any mortgage, encumbrance, lien, pledge or
security interest of any kind (a �Lien� or �Liens�) upon or in any principal manufacturing facilities located in the United States owned by R.J. Tower
or by any of its subsidiaries or on shares of capital stock or evidence of indebtedness of any of its subsidiaries that owns a principal
manufacturing facility, whether that interest, capital stock or indebtedness is owned at the date of the indenture governing the 9.25% senior notes
or thereafter acquired, if that Lien secures or is intended to secure, directly or indirectly, the payment of any indebtedness for borrowed money
evidenced by notes, bonds or other similar evidences of indebtedness without making effective provision, and R.J. Tower in that case will make
or cause to be made effective provision, whereby all 9.25% senior notes (together with, if R.J. Tower shall so determine, any other indebtedness
of R.J. Tower or such subsidiary, whether then existing or thereafter created which is not subordinated to the 9.25% senior notes) will be secured
by such a Lien equally and ratably with (or prior to) any and all other indebtedness thereby secured, so long as such indebtedness shall be so
secured. The limitation on liens covenant is subject to certain customary exceptions, including Liens securing indebtedness in respect of interest
rate agreement obligations or currency agreement obligations entered into to protect against fluctuations in interest rates or exchange rates and
not for speculative reasons.

In addition, R.J. Tower and its subsidiaries may, without equally and ratably securing the 9.25% senior notes, create or assume Liens if,
after giving effect to such Lien, the aggregate amount of all �Exempted Indebtedness� does not exceed 15% of consolidated assets. �Exempted
Indebtedness� means the sum of the aggregate principal amount of indebtedness for borrowed money incurred after the issue date of the
9.25% senior notes, other than excepted, Liens described above, plus debt pursuant to sale-leaseback transactions, with certain exceptions.

Events of default. The 9.25% senior notes indenture includes various events of default customary for such type of agreements, such as
failure to pay principal and interest when due on the senior notes, cross defaults on other indebtedness and certain events of bankruptcy,
insolvency and reorganization.

Additional information. The foregoing summary of certain of the provisions of the 9.25% senior notes indenture is qualified in its entirety
by reference to all of the provisions of the 9.25% senior notes indenture, which has been filed with the SEC. See �Where You Can Find More
Information.�

Trust preferred securities

General. On June 9, 1998, Tower Automotive Capital Trust, or �Trust,� a Delaware statutory business trust created at the Issuer�s direction,
completed the offering of $258.8 million in aggregate liquidation preference of 6 3/4% Trust Preferred Securities resulting in net proceeds of
approximately
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$249.7 million. The net proceeds of the offering of the Trust Preferred Securities were used to repay outstanding indebtedness. The Issuer owns
all of the outstanding common securities issued by the Trust. The sole assets held by the Trust are the Issuer�s 6 3/4% convertible subordinated
debentures due June 30, 2018 that were issued in an aggregate principal amount of $266.8 million.

Distributions. Distributions on the Trust Preferred Securities are payable at the annual rate of 6 3/4% of the liquidation amount of $50 per
Trust Preferred Security (equivalent to $3.375 per Trust Preferred Security per annum) if, as and when the Trust has funds available for
payment. Distributions are payable quarterly in arrears on each March 31, June 30, September 30 and December 31, commencing September 30,
1998. Distributions not made on the scheduled payment date will accumulate and compound quarterly at a rate per annum equal to 6 3/4%. The
ability of the Trust to pay distributions on the Trust Preferred Securities is entirely dependent on its receipt of payments with respect to the
6 3/4% convertible subordinated debentures held by the Trust. The convertible subordinated debentures provide that payments of interest may be
deferred at any time, and from time to time, by the Issuer for a period not exceeding 20 consecutive quarters. If interest payments on the
convertible subordinated debentures are so deferred, distributions on the Trust Preferred Securities will also be deferred, and the Issuer will not
be permitted, subject to certain exceptions, to declare and pay cash distributions with respect to its capital stock or debt securities that rank pari
passu with or junior to those debentures. On December 3, 2004, we announced that we deferred the dividend payment on the Trust Preferred
Securities that would otherwise have been paid on December 31, 2004.

Redemption. The Trust Preferred Securities are redeemable, in whole or in part, on or after June 30, 2001, and all Trust Preferred Securities
must be redeemed no later than June 30, 2018. The Trust Preferred Securities are subject to redemption at the following percentages of the
liquidation amount thereof plus accrued and unpaid distributions, if any, to the date fixed for redemption if redeemed during the twelve-month
period commencing on June 30, in each of the following years indicated:

Year Percentage

2001 104.725%
2002 104.050
2003 103.375
2004 102.700
2005 102.025
2006 101.350
2007 100.675
2008 and thereafter 100.000

The Trust Preferred Securities are also redeemable upon the repayment either at maturity of the convertible subordinated debentures or as a
result of the acceleration of the convertible subordinated debentures upon an event of default, at a redemption price of $50 per Trust Preferred
Security together with accumulated and unpaid distributions thereon to the date of redemption.

Conversion rights. The Trust Preferred Securities are convertible, at the option of the holder, into our common stock at a rate of
1.6280 shares of common stock for each Trust Preferred Security, which is equivalent to a conversion price of $30.713 per share.

Ranking/guarantee. The payment of distributions by the Trust and payments on liquidation of the Trust or the redemption of Trust Preferred
Securities are guaranteed on a subordinated basis by the Issuer to the extent the Trust has funds available therefor. The Issuer�s obligation under
the guarantee is subordinate and junior in right of payment to all other liabilities of the Issuer and ranks pari passu with the most senior preferred
stock, if any, issued from time to time by the Issuer. The Issuer�s obligations under the 6 3/4% convertible subordinated debentures are
subordinate and junior in right of payment to all senior debt of the Issuer. The term �senior debt� is generally defined under the indenture to mean
any indebtedness of the Issuer for money borrowed, except for trade credit and any such indebtedness that is
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by its terms subordinated to or pari passu with the 6 3/4% convertible subordinated debentures, as the case may be. The Issuer�s obligations
under the guarantee and the 6 3/4% convertible subordinated debentures are effectively subordinated to all existing and future obligations of the
Issuer�s subsidiaries.

Additional information. The foregoing summary of certain provisions of the Trust Preferred Securities and 6 3/4% convertible subordinated
debentures is qualified in its entirely by reference to all of the provisions of the trust agreement and the convertible subordinated indenture, each
of which has been filed with the SEC. See �Where You Can Find More Information.�

Foreign subsidiary indebtedness

As of September 30, 2004, foreign subsidiaries of R.J. Tower had outstanding an aggregate of $142.6 million of indebtedness, consisting of:
(i) an aggregate of $113.2 million outstanding of Seojin; (ii) $7.8 million outstanding of Dr. Meleghy; and (iii) other foreign subsidiary
indebtedness of $21.6 million. For the most part, borrowings by our foreign subsidiaries are made under credit agreements with commercial
lenders and are used to fund working capital and other operating requirements. The Issuer has guaranteed on a senior unsecured basis
$70.6 million of the outstanding borrowings of Seojin up to a limit of approximately $105.7 million. The Issuer�s guarantees expire on various
dates, with certain of the guarantees expiring in April 2005 and others expiring at the same time as the underlying borrowings come due.

Certain foreign subsidiaries of R.J. Tower are subject to restrictions on their ability to dividend or otherwise distribute cash to R.J. Tower
because they are subject to financing arrangements that restrict them from paying dividends.
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DESCRIPTION OF DEBENTURES

We issued the debentures under an indenture, dated as of May 24, 2004, between the Issuer and BNY Midwest Trust Company, as trustee
(called the �indenture�). The debentures and the shares of our common stock issuable upon conversion of the debentures are covered by a
registration rights agreement, dated as of May 24, 2004, among the Issuer and the initial purchasers. You may request a copy of the indenture
and the registration rights agreement from the trustee.

The following description is only a summary of the material provisions of the debentures, the indenture and the registration rights
agreement. This summary does not purport to be complete and is subject to, and is qualified in its entirety by reference to, all of the provisions of
the indenture, the form of debentures and the registration rights agreement, including the definitions of certain terms used in each of these
documents. Wherever reference is made to particular provisions or defined terms of the indenture, form of debentures or registration rights
agreement, these provisions or defined terms are incorporated by reference in this prospectus. These documents may be amended from time to
time. You should read each of these documents because they, not this description, define your rights as a holder of the debentures. For more
information as to how you can obtain a copy of each of these documents, see �Where You Can Find More Information.�

As used in this �Description of Debentures,� references to the �Company,� �we,� �our� or �us� refer solely to Tower Automotive, Inc.
and not to any of its subsidiaries.

General

The debentures:

� are general unsecured senior obligations of the Company and rank equally in right of payment to any present or future senior debt of the
Company, including its existing and future unsecured unsubordinated indebtedness and its guarantee of the 12% senior notes;

� rank senior to any subordinated debt of the Company and are effectively subordinated to any secured debt of the Company, to the extent of
the value of the assets securing such debt and to any debt of our subsidiaries;

� are limited to an aggregate principal amount of $125,000,000;

� mature on May 15, 2024, unless earlier converted by you, repurchased by us at your option or redeemed by us;

� accrue interest at a rate of 5.75% per year payable in cash on each May 15 and November 15, beginning November 15, 2004, as set forth
below under �� Interest�;

� accrue additional interest if we fail to comply with certain obligations as set forth under �� Registration rights�;

� are issued in registered form in denominations of $1,000 and integral multiples of $1,000;

� are initially represented by one or more debentures in global form, but in certain limited circumstances may be represented by debentures
in definitive form;

� are redeemable by us for cash, at our option, in whole or in part, at any time on or after May 20, 2011 at a redemption price equal to 100%
of the principal amount of the debentures to be redeemed, plus accrued and unpaid interest to (but excluding) the redemption date
(including any additional interest); and

� are subject to repurchase by us at the option of the holder on May 15, 2011, May 15, 2014 and May 15, 2019 or upon a �fundamental
change� (as defined below) at our option, in cash or, subject to certain limitations, shares of our common stock, or a combination thereof.
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You have the option, subject to fulfillment of certain conditions and during the periods described below, to convert your debentures into
shares of our common stock at an initial conversion rate of 231.0002 shares of our common stock per $1,000 principal amount of debentures to
be converted. This is equivalent to an initial conversion price of approximately $4.33 per share of common stock. The �conversion price� is, as
of any date of determination, a dollar amount derived by dividing the principal amount by the conversion rate then in effect. The conversion rate
is subject to adjustment if certain events occur. Upon a surrender of your debentures for conversion, we will have the right to deliver, in lieu of
shares of our common stock, cash or a combination of cash and shares of our common stock in amounts described under �� Conversion rights.� All
debentures converted on any day will receive the same form of conversion payment, namely, cash, shares of our common stock or a combination
of cash and shares of our common stock. Upon conversion of a debenture, you will not receive fractional shares, but will instead receive a cash
payment to account for any such fractional share based upon the last reported sale price (as defined below) of our common stock on the last
trading day immediately preceding the conversion date. You will not receive any cash payment for interest accrued and unpaid to the conversion
date, except under the limited circumstances described below.

If any interest payment date, maturity date, redemption date or repurchase date (including upon the occurrence of a fundamental change, as
described below) falls on a day that is not a business day, the required payment will be made on the next succeeding business day with the same
force and effect as if made on the date that the payment was due, and no additional interest will accrue on that payment for the period from and
after the interest payment date, maturity date, redemption date or repurchase date (including upon the occurrence of a fundamental change, as
described below), as the case may be, to that next succeeding business day.

As used in this prospectus, �business day� means any day, other than a Saturday or Sunday, that is neither a legal holiday nor a day on
which commercial banks are authorized or required by law, regulation or executive order to close in The City of New York.

Ranking

The Company and its subsidiaries have five principal long-term debt instruments and arrangements outstanding:

� the debentures;

� the new senior credit facility;

� the 12% senior notes;

� the 9.25% senior notes; and

� the Trust Preferred Securities.

For a description of the ranking of the debentures in relation to this long-term debt and other obligations and liabilities, see �Description of
Financing Plan and Ranking of Debentures � Ranking of debentures.�

Interest

The debentures bear interest at a rate of 5.75% per annum. Interest (including additional interest, if any) shall be payable semi-annually in
arrears on May 15 and November 15 of each year, beginning on November 15, 2004.

Interest on a debenture (including additional interest, if any) will be paid to the person in whose name the debenture is registered at the close
of business on the May 1 or November 1, as the case may be (each, a �record date�), immediately preceding the relevant interest payment date
(whether or not such day is a business day); provided, however, that interest (including additional interest, if any) payable upon redemption or
repurchase by us will be paid to the person to whom principal is payable, unless the
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redemption date or repurchase date, as the case may be, is an interest payment date. Interest will be calculated on the basis of a 360-day year
consisting of twelve 30-day months and will accrue from May 24, 2004 or from the most recent date to which interest has been paid or duly
provided for. We will pay interest on overdue principal at 1% per annum in excess of such rate, and we will pay interest on overdue installments
of interest at such higher rate to the extent lawful.

Redemption by us

No sinking fund is provided for the debentures, and prior to May 20, 2011, the debentures will not be redeemable. On or after May 20,
2011, we may redeem the debentures, in whole or in part, at any time for a redemption price in cash equal to 100% of the principal amount of
the debentures to be redeemed, plus any accrued and unpaid interest (including additional interest, if any) to (but excluding) the redemption date.

If the redemption date is an interest payment date, interest (including additional interest, if any) shall be paid on such interest payment date
to the record holder on the relevant record date.

Debentures or portions of debentures called for redemption will be convertible by the holder until the close of business on the second
business day prior to the redemption date. Our notice of redemption will inform the holders of our election to deliver shares of our common
stock or to pay cash in lieu of delivery of shares of our common stock (or a combination of cash and shares of our common stock) with respect to
any debentures or portions thereof converted prior to the redemption date.

We will provide not less than 20 nor more than 60 days� notice of redemption by mail to each registered holder of debentures to be
redeemed. If the notice of redemption is given and funds are deposited as required, then interest will cease to accrue on and after the redemption
date on those debentures or portions of debentures called for redemption and all other rights of the holders of such debentures or portions of
debentures to be redeemed will terminate (other than the right to receive the redemption price upon transfer or delivery of the debentures).

If we decide to redeem fewer than all of the outstanding debentures, the trustee will select the debentures or portions of the debentures to be
redeemed (in principal amounts of $1,000 or integral multiples thereof) by lot, on a pro rata basis or by another method which the trustee
considers fair and appropriate. If the trustee selects a portion of your debentures for partial redemption and you convert a portion of your
debentures, the converted portion will be deemed to be from the portion selected for redemption.

We may not redeem the debentures if we have failed to pay any interest (including additional interest, if any) on the debentures when due
and such failure to pay is continuing. We will notify all of the holders if we redeem any of the debentures.

Conversion rights

Subject to the conditions and during the periods described below, you may convert each of your debentures into shares of our common
stock at an initial conversion rate of 231.0002 shares of our common stock per $1,000 principal amount of debentures (equivalent to an initial
conversion price of approximately $4.33 per share of common stock). The conversion rate and the equivalent conversion price in effect at any
given time are called the �applicable conversion rate� and the �applicable conversion price,� respectively, and will be subject to adjustment as
described below. You may convert fewer than all of your debentures so long as the principal amount of the debentures converted is an integral
multiple of $1,000.

You may convert your debentures into shares of our common stock only in the following circumstances, which are described in more detail
below, and to the following extent:

� in whole or in part, upon satisfaction of a market price condition;

� any or all of those debentures that have been called for redemption;
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� in whole or in part, upon the occurrence of specified corporate transactions;

� in whole or in part, upon satisfaction of certain trading price conditions; and

� in whole or in part, upon the occurrence of certain reductions in credit ratings.

If we call your debentures for redemption, you may convert your debentures only until the close of business on the second business day
prior to the redemption date (unless we fail to pay the redemption price). If you have already delivered a repurchase election with respect to a
debenture as described under either �� Repurchase of debentures by us at the option of the holder� or �� Repurchase of debentures by us at the option
of the holder upon a fundamental change,� you may not surrender that debenture for conversion until you have withdrawn the repurchase election
in accordance with the indenture.

Upon conversion, you will not receive any separate cash payment of interest (including additional interest, if any) unless such conversion
occurs between a regular record date and the interest payment date to which it relates. We will not issue fractional shares of our common stock
upon conversion of debentures. Instead, we will pay cash in lieu of fractional shares based upon the last reported sale price of our common stock
on the last trading day immediately preceding the conversion date. Our delivery to you of the full number of shares of our common stock into
which your debenture is convertible, or cash or a combination of cash and shares of our common stock, including any cash payment for any
fractional share, will be deemed to satisfy our obligation to pay:

� the principal amount of the debenture; and

� accrued and unpaid interest (including additional interest, if any) to (but excluding) the conversion date.

As a result, accrued and unpaid interest (including additional interest, if any) to (but excluding) the conversion date will be deemed to be
paid in full rather than cancelled, extinguished or forfeited. For a discussion of your tax treatment upon receipt of shares of our common stock
upon conversion, see �Material United States Federal and Estate Income Tax Consequences.�

Notwithstanding the preceding paragraph, if debentures are converted after the close of business on a record date but prior to the opening of
business on the next succeeding interest payment date, holders of such debentures at the close of business on the record date will receive the
interest (including additional interest, if any) payable on such debentures on the corresponding interest payment date notwithstanding the
conversion. Such debentures, upon surrender for conversion, must be accompanied by funds equal to the amount of interest (including additional
interest, if any) payable on such debentures so converted; provided, that no such payment need be made:

� if we have specified a redemption date that is after a record date and on or prior to the date that is two business days after the
corresponding interest payment date,

� if we have specified a fundamental change repurchase date that is after a record date and on or prior to the date that is one business day
after the corresponding interest payment date, or

� to the extent of any overdue interest (including additional interest, if any) at the time of conversion with respect to such debentures.

If you convert your debentures, we will pay any documentary, stamp or similar issue or transfer tax due on the issue of shares of our
common stock upon the conversion, unless the tax is due because you request the shares to be issued or delivered to another person, in which
case you will pay that tax.

In lieu of delivering shares of our common stock upon conversion of all or any portion of the debentures, we may elect to pay holders
surrendering debentures for conversion an amount in cash for each $1,000 principal amount of debentures to be converted equal to the average
of the last reported sale prices for the five consecutive trading days:

� immediately following the date of notice of our election to deliver cash or a combination of cash and common stock, as described below, if
we have not given notice of redemption; or
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� ending on the third trading day prior to the conversion date, in the case of a conversion following notice of redemption specifying that we
intend to deliver cash or a combination of cash and common stock upon conversion,

in either case multiplied by the conversion rate in effect on the conversion date; provided, however, that in no case shall the amount of cash
delivered upon conversion of debentures exceed $1,000 per $1,000 principal amount of debentures to be converted, in which case any excess
shall be paid in shares of our common stock.

We will inform the holders through the trustee no later than two business days following the conversion date of our election to deliver
shares of our common stock, a combination of shares of our common stock and cash or to pay cash in lieu of delivery of shares of our common
stock, unless we have already informed holders of our election in connection with our optional redemption of the debentures as described under
�� Redemption by us.� If we elect to deliver all of such payment in shares of our common stock, the shares of our common stock will be delivered
through the conversion agent (which initially shall be the trustee) to holders timely surrendering debentures no later than the fifth business day
following the conversion date. If we elect to pay all or a portion of such payment in cash, the payment, including any delivery of shares of our
common stock, will be made through the conversion agent to holders timely surrendering debentures no later than the tenth business day
following the conversion date.

At anytime prior to maturity, we may irrevocably elect, in our sole discretion without the consent of the holders of the debentures, by notice
to the trustee and the holders of the debentures to satisfy in cash 100% of the principal amount of the debentures converted after the date of such
election. After making such an election, we still may satisfy our conversion obligation to the extent it exceeds the principal amount in cash or
common stock or a combination of cash or common stock in the same manner as set forth above.

Conversion upon satisfaction of market price condition

You may surrender your debentures for conversion into shares of our common stock prior to May 15, 2019 in any fiscal quarter after the
fiscal quarter ending June 30, 2004 if the last reported sale price of our common stock for at least 20 trading days within the period of
30 consecutive trading days ending on the first trading day of such fiscal quarter is greater than 125% of the conversion price per share of our
common stock on such trading day. You may also surrender your debentures for conversion into shares of our common stock on or after May 15,
2019 any time after the last reported sale price of our common stock on any one day on or after May 15, 2019 is more than 125% of the then
current conversion price.

The �last reported sale price� of our common stock on any date means the closing sale price per share (or, if no closing sale price is
reported, the average of the bid and asked prices or, if there is more than one in either case, the average of the average bid and the average asked
prices) on such date as reported in composite transactions for the principal U.S. national or regional securities exchange on which our common
stock is traded or, if our common stock is not listed on a U.S. national or regional securities exchange, as reported by the Nasdaq National
Market. If our common stock is not listed for trading on a U.S. national or regional securities exchange and not reported by the Nasdaq National
Market on the relevant date, the �last reported sale price� will be the last quoted bid price for our common stock in the over-the-counter market on
the relevant date as reported by the National Quotation Bureau Incorporated or any similar U.S. system of automated dissemination of quotations
of securities prices. If our common stock is not so quoted, the �last reported sale price� will be the average of the mid-point of the last bid and
asked prices for our common stock on the relevant date from each of at least three independent nationally recognized investment banking firms
selected by us for this purpose.

Conversion upon notice of redemption

If we call any or all of the debentures for redemption, you may surrender any of your debentures that have been called for redemption for
conversion at any time prior to the close of business on the second business day prior to the redemption date.
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Conversion upon specified corporate transactions

If we elect to:

� distribute to all of the holders of shares of our common stock any rights, warrants, options or other securities entitling them for a period of
not more than 45 days after the date of issuance thereof to subscribe for or purchase shares of our common stock, or securities convertible
into shares of our common stock for not more than 45 days after the date of issuance thereof, in either case at an exercise price per share or
conversion price per share less than the average of the last reported sale prices of a share of our common stock for the five trading days
immediately preceding the declaration date of the distribution; or

� distribute to all of the holders of shares of our common stock, assets (including cash), evidences of indebtedness or other property or rights
to subscribe for or purchase our securities (other than those described in the preceding bullet), which distribution has a per share value as
determined by the Company�s Board of Directors exceeding 5% of the average of the last reported sale price of a share of our common
stock for the five trading days immediately preceding the declaration date for such distribution,

we must notify holders of the debentures at least 20 days prior to the ex-dividend date for such distribution. Once we have given such
notice, holders may surrender their debentures for conversion at any time until the earlier of the close of business on the business day
immediately prior to the ex-dividend date or any announcement that such distribution will not take place. No holder may exercise this right to
convert if the holder otherwise will participate in the distribution without conversion. The �ex-dividend date� is the first date upon which a sale
of shares of our common stock does not automatically transfer the right to receive the relevant distribution from the seller of the shares to the
buyer.

In addition, if we are a party to a consolidation, merger or binding share exchange, in each case pursuant to which our common stock would
be converted into cash or property other than securities, a holder may surrender debentures for conversion at any time from and after the date
which is 15 days prior to the anticipated effective date of the transaction until and including the date which is 15 days after the actual effective
date of such transaction.

If we engage in certain reclassifications of our common stock or are a party to a consolidation, merger, binding share exchange or transfer
of all or substantially all of our assets, in each case pursuant to which our common stock is converted into cash, securities or other property, then
at the effective time of the transaction, the right to convert a debenture into shares of our common stock will be changed into a right to convert
such debenture into the kind and amount of cash, securities or other property which a holder would have received if the holder had converted its
debentures into shares of our common stock immediately prior to the applicable record date for such transaction. If we engage in any transaction
described in the preceding sentence, the conversion rate will not otherwise be adjusted. If the transaction also constitutes a fundamental change,
a holder can require us to redeem all or a portion of its debentures as described under �� Repurchase of debentures by us at the option of the holder
upon a fundamental change.�

Conversion upon satisfaction of trading price condition

You may surrender your debentures for conversion prior to maturity during the five business day period after any ten consecutive trading
day period in which the average of the �trading prices� per $1,000 principal amount of debentures for each day during such ten trading-day period,
as determined following a request by a holder of debentures in accordance with the procedures described below, was less than 98% of the
product of the average of the last reported sale price of our common stock for each day during such ten trading-day period and the conversion
rate then in effect (the �trading price condition�); provided, that if, on the date of any conversion pursuant to the trading price condition, the
last reported sale price of our common stock on the trading day before the conversion date is greater than 100% but less than 125% of the
conversion price, then holders surrendering debentures for conversion will receive, in lieu
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of shares of our common stock based on the then applicable conversion rate, an amount in cash equal to the principal amount of the debentures
being converted plus accrued and unpaid interest (including additional interest, if any), to (but excluding) the conversion date.

The �trading price� of the debentures on any date of determination means the average of the secondary market bid quotations obtained by
the trustee for $5 million principal amount of debentures at approximately 3:30 p.m., New York City time, on such date from three independent
nationally recognized securities dealers we select; provided, that if at least three such bids cannot reasonably be obtained by the trustee, but two
such bids are obtained, then the average of the two bids shall be used, and, if only one such bid can reasonably be obtained by the trustee, that
one bid shall be used. If the trustee cannot reasonably obtain at least one bid for $5 million principal amount of debentures from an independent
nationally recognized securities dealer, then the trading price per $1,000 principal amount of debentures will be deemed to be less than 98% of
the product of the last reported sale price of our common stock and the conversion rate then in effect. In connection with any conversion upon
satisfaction of the trading price condition, the trustee shall have no obligation to determine the trading price of the debentures unless we have
requested such determination; and we shall have no obligation to make such request unless a holder provides us with reasonable evidence that
the trading price per $1,000 principal amount of debentures would be deemed to be less than 98% of the product of the last reported sale price of
our common stock and the number of shares then issuable upon conversion of $1,000 principal amount of debentures. At such time, we shall
instruct the trustee to determine the trading price of the debentures beginning on the next trading day and on each successive trading day until,
and only until, the trading price per $1,000 principal amount of debentures is greater than or equal to 98% of the product of the last reported sale
price of our common stock and the conversion rate then in effect.

Conversion upon credit ratings event

In the event that the debentures are assigned a credit rating by either Moody�s Investor Service, Inc. (�Moody�s�) or from Standard & Poor�s
Ratings Services (�Standard & Poor�s�), you will have the right to surrender any or all of your debentures for conversion during any period in
which the credit rating assigned to the debentures by either Moody�s or from Standard & Poor�s is three or more subcategories below the initial
credit rating assigned by Moody�s or Standard & Poor�s, as the case may be. The debentures will also become convertible if after a rating agency
has assigned the debentures a credit rating, such rating is suspended or withdrawn by such rating agency. Notwithstanding the foregoing, we
have no obligation to cause the debentures to be rated or to continue to be rated.

Conversion procedures

To convert your debenture into shares of our common stock, you must do each of the following:

� complete and manually sign the conversion notice on the back of the debenture, or a facsimile of the conversion notice, and deliver this
notice to the conversion agent;

� surrender the debenture to the conversion agent;

� if required, furnish appropriate endorsements and transfer documents;

� if required, pay all transfer or similar taxes; and

� if required, pay funds equal to the interest payable on the next interest payment date.

The date on which you shall have complied with all of these requirements is the conversion date under the indenture. If your interest is a
beneficial interest in a global debenture, to convert you must comply with the last three requirements listed above and comply with the
depositary�s procedures for converting a beneficial interest in a global debenture.

The conversion agent will, on your behalf, convert the debentures into shares of our common stock. You may obtain copies of the required
form of the conversion notice from the conversion agent. Settlement of our obligation to deliver shares, cash or a combination thereof with
respect to a conversion
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will occur on the dates described under �� Conversion rights.� Delivery of shares will be accomplished by delivery to the conversion agent of
certificates for the relevant number of shares, other than in the case of holders of debentures in book-entry form with DTC, in which case shares
shall be delivered in accordance with applicable DTC procedures. In addition, we will pay cash for any fractional shares, as described above
under �� Conversion rights.�

As described under �� Conversion rights,� we will have the right to deliver, in lieu of shares of our common stock, cash or a combination of
cash and shares of our common stock in amounts described above under �� Conversion rights.�

Conversion rate adjustments

The conversion rate will be adjusted as described in the circumstances below:

(1) If we issue shares of our common stock as a dividend or distribution on shares of our common stock, or if we effect a share split or
share combination, the conversion rate will be adjusted based on the following formula:

CR1 = CR0 2/3 OS1/OS0

where,

CR
0
 = the conversion rate in effect immediately prior to such event

CR1 = the conversion rate in effect immediately after such event

OS
0
 = the number of shares of our common stock outstanding immediately prior to such event

OS1 = the number of shares of our common stock outstanding immediately after such event

(2) If we issue to all or substantially all of the holders of shares of our common stock any rights, warrants, options or other securities
entitling them for a period of not more than 45 days after the date of issuance thereof to subscribe for or purchase shares of our common
stock, or securities convertible into shares of our common stock within 45 days after the date of issuance thereof, in either case at an
exercise price per share or a conversion price per share less than the last reported sale price of our common stock on the business day
immediately preceding the time of announcement of such issuance, the conversion rate will be adjusted based on the following formula
(provided, that the conversion rate will be readjusted to the extent that such rights, warrants, options, other securities

67

Edgar Filing: METATEC INTERNATIONAL INC - Form 10-Q

Table of Contents 91



Table of Contents

or convertible securities are not exercised or converted prior to the expiration of the exercisability or convertibility thereof):
CR1 = CR0 x (OS0 + X)/(OS0 + Y)

where,

CR
0
 = the conversion rate in effect immediately prior to such event

CR1 = the conversion rate in effect immediately after such event

OS
0
 = the number of shares of our common stock outstanding immediately prior to such event

X = the total number of shares of our common stock issuable pursuant to such rights, warrants, options, other securities or
convertible securities

Y = the number of shares of our common stock equal to the aggregate exercise price or conversion price payable to exercise or
convert such rights, warrants, options, other securities or convertible securities divided by the average of the last reported sale prices of
our common stock for the 10 consecutive trading days prior to the business day immediately preceding the date of announcement of the
issuance of such rights, warrants, options, other securities or convertible securities

(3) If we distribute shares of our capital stock, evidences of our indebtedness or other assets or property of ours to all or substantially all
of the holders of shares of our common stock, excluding:

� dividends, distributions and rights, warrants, options, other securities or convertible securities described in clause (1) or
(2) above; and

� dividends or distributions in cash described in clause (4) below; and

� spin-offs described in this clause (3) below,

then the conversion rate will be adjusted based on the following formula:
CR1 = CR0 x (SP0/(SP0 - FMV))

where,

CR
0
 = the conversion rate in effect immediately prior to such distribution

CR1 = the conversion rate in effect immediately after such distribution

SP
0
 = the average of the last reported sale prices of our common stock for the 10 consecutive trading days prior to the business day

immediately preceding the record date for such distribution

FMV = the fair market value (as determined in good faith by the Company�s Board of Directors) of the shares of capital stock,
evidences of indebtedness, assets or property distributed with respect to each outstanding share of our common stock on the record date
for such distribution

With respect to an adjustment pursuant to this clause (3) where there has been a payment of a dividend or other distribution on our common
stock of shares of capital stock of any class or series, or similar equity interest, of or relating to a subsidiary or other business unit, called a
�spin-off,� the conversion rate in effect immediately before the close of business on the record date fixed for
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determination of stockholders entitled to receive the distribution will be increased based on the following formula:

CR1 = CR0 x ((FMV0 + MP0)/MP0)

where,

CR
0
 = the conversion rate in effect immediately prior to such distribution

CR1 = the conversion rate in effect immediately after such distribution

FMV
0
 = the average of the last reported sale prices of the capital stock or similar equity interest distributed to holders of shares of

our common stock applicable to one share of our common stock over the first 10 consecutive trading days after the effective date of the
spin-off

MP
0
 = the average of the last reported sale prices of our common stock over the first 10 consecutive trading days after the effective

date of the spin-off

The adjustment to the conversion rate with respect to a spin-off will occur on the tenth trading day after the effective date of the
spin-off.

(4) If we pay or make any cash dividend or distribution during any of our quarterly fiscal periods to all or substantially all of the holders
of our common stock, the conversion rate will be adjusted based on the following formula:

CR1 = CR0 x (SP0/(SP0 - C))

where,

CR
0
 = the conversion rate in effect immediately prior to the record date for such distribution

CR1 = the conversion rate in effect immediately after the record date for such distribution

SP
0
 = the average of the last reported sale prices of our common stock for the 10 consecutive trading days prior to the business day

immediately preceding the record date of such distribution

C = the amount in cash per share we distribute to holders of shares of our common stock

(5) We will increase the conversion rate if we or any of our subsidiaries purchases shares of our common stock pursuant to a tender
offer or exchange offer which involves an aggregate consideration per share that exceeds the last reported sale price of our common stock
on the trading day next
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succeeding the last date on which tenders or exchanges may be made pursuant to the tender offer or exchange offer. The conversion rate will
be increased based on the following formula:

CR1 = CR0 x (AC + (SP1 x OS1))/(OS0 x SP1)

CR
0
 = the conversion rate in effect on the date such tender offer or exchange offer expires

CR1 = the conversion rate in effect on the day next succeeding the date such tender offer or exchange offer expires

AC = the aggregate value of all cash and other consideration (as determined by the Company�s Board of Directors) paid or payable
for all shares of our common stock that we or one of our subsidiaries purchases in the tender offer or exchange offer

OS
0
 = the number of shares of our common stock outstanding immediately prior to the date such tender offer or exchange offer

expires

OS1 = the number of shares of our common stock outstanding immediately after the date such tender offer or exchange offer
expires

SP1 = the average of the last reported sale prices of our common stock for the 10 consecutive trading days commencing on the
trading day next succeeding the date such tender offer or exchange offer expires

If we adopt a rights plan while debentures remain outstanding, you will receive, upon conversion of debentures, in addition to shares of our
common stock, the rights under the rights plan unless, prior to conversion, the rights have expired, terminated or been redeemed or unless the
rights have separated from our common stock, in which case the applicable conversion rate will be adjusted at the time of separation as if we
distributed to all holders of our common stock shares of our common stock, evidences of indebtedness or assets as described in clause (3) above,
subject to readjustment upon the subsequent expiration, termination or redemption of the rights.

In addition to these adjustments, we may increase the conversion rate as the Company�s Board of Directors deems advisable to avoid or
diminish any income tax to holders of shares of our capital stock resulting from any dividend or distribution of capital stock (or rights to acquire
common stock) or from any event treated as such for income tax purposes. We may also, from time to time, to the extent permitted by applicable
law, increase the conversion rate by any amount for any period if the Company�s Board of Directors has determined that such increase would be
in the Company�s best interests. If the Company�s Board of Directors makes such a determination, it will be conclusive. We will give holders of
debentures notice of such an increase in the conversion rate in accordance with the indenture and applicable laws. A holder may, in some
circumstances, including the distribution of cash dividends to stockholders, be deemed to have received a distribution or dividend subject to
U.S. federal income tax as a result of an adjustment or the nonoccurrence of an adjustment to the conversion rate. For a discussion of the
U.S. federal income tax treatment of an adjustment to the conversion rate, see �Material United States Federal and Estate Tax Consequences �
Consequences to U.S. Holders � Constructive distributions.�

No adjustment to the conversion rate or the ability of a holder of a debenture to convert will be made if the holder will otherwise participate
in the distribution without conversion solely as a holder of a debenture. Adjustments to the applicable conversion rate will be calculated to the
nearest 1/10,000th of a share.

The applicable conversion rate will not be adjusted:

� upon the issuance of any shares of our common stock pursuant to any present or future plan providing for the reinvestment of dividends or
interest payable on our securities and the investment of additional optional amounts in shares of our common stock under any plan;
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� upon the issuance of any shares of our common stock or options or rights to purchase shares of our common stock pursuant to any present
or future employee, director or consultant incentive or benefit plan or program of or assumed by us or any of our subsidiaries;

� upon the issuance of any shares of our common stock pursuant to any option, warrant, right or exercisable, exchangeable or convertible
security not described in the preceding bullet and outstanding as of the date the debentures were first issued;

� upon the repurchase by us of shares of common stock from our employee protection and deferred compensation trusts or members of our
senior management upon their resignation or termination of employment;

� for a change in the par value of our common stock; or

� for accrued and unpaid interest (including additional interest, if any on the debentures).

Notwithstanding anything else to the contrary, in no event shall the conversion price be less than $0.01.

Repurchase of debentures by us at the option of the holder

You will have the right to require us to repurchase all or a portion of your debentures on May 15, 2011, May 15, 2014 and May 15, 2019
(each, a �repurchase date�).

We will be required to repurchase any outstanding debenture for which you deliver a written repurchase notice to the paying agent (which
will initially be the trustee). This notice must be delivered during the period beginning at any time from the opening of business on the date that
is 20 business days prior to the repurchase date until the close of business on the business day prior to the repurchase date. You may withdraw
your repurchase notice at any time prior to the close of business on the business day prior to the repurchase date. If a repurchase notice is given
and withdrawn during that period, we will not be obligated to repurchase the debentures listed in the notice. Our repurchase obligation will be
subject to certain additional conditions described below.

The repurchase price payable will be equal to 100% of the principal amount of the debentures to be repurchased, plus any accrued and
unpaid interest (including additional interest, if any) to (but excluding) the repurchase date. We may choose to pay the repurchase price in cash
or shares of our common stock or a combination of cash and shares of our common stock (provided, that in any event we will pay any accrued
and unpaid interest (including additional interest, if any) in cash). Our right to pay all or any of the repurchase price in shares of our common
stock is subject to additional conditions as described below. All debentures repurchased on any day will receive the same form of payment of the
repurchase price, namely, cash, shares of our common stock or a combination of cash and shares of our common stock.

If we elect to pay the repurchase price in whole or in part in shares of our common stock, the number of shares of our common stock to be
delivered by us will be equal to the portion of the repurchase price to be paid in shares of our common stock divided by 97% of the market price
of our common stock. The market price of our common stock will be determined prior to the applicable repurchase date as described below. If
we elect to pay the repurchase price in whole or in part in shares of our common stock, we will pay cash in lieu of fractional shares in an amount
based upon the market price of our common stock.

As used under this caption and under �� Repurchase of debentures by us at the option of the holder upon a fundamental change,� �market price�
means, with respect to any repurchase date (including upon the occurrence of a fundamental change) or other date of determination, the average
of the last reported sale price of our common stock for the 20 consecutive trading days ending on the third business day prior to the applicable
repurchase date or date of determination, as the case may be (or, if such third business day is not a trading day, then ending on the last trading
day prior to such third business day), appropriately adjusted to take into account the occurrence, during the period commencing on the first
trading day of such 20 trading-day period and ending on the applicable repurchase date or date of
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determination, as the case may be, of any event requiring an adjustment of the conversion rate under the indenture.

Because the market price of our common stock is determined prior to the applicable repurchase date, you will bear the market risk with
respect to the value of the shares of our common stock, if any, to be received from the date as of which the market price is determined to the date
on which you receive such shares. In addition, the market price of our common stock is an average price rather than the price as of a single date.

On or before the 25th trading day prior to each repurchase date, we will provide to the trustee, the paying agent and all of the holders of
debentures at their addresses shown in the register maintained by the registrar, and to beneficial owners as required by applicable law, a notice
stating, among other things:

� the repurchase price;

� the last date on which a holder may exercise the repurchase right;

� the repurchase date;

� whether we will pay the repurchase price in cash, shares of our common stock or a combination thereof, specifying the percentage or
amount of each;

� if we elect to pay the repurchase price in whole or in part in shares of our common stock, the method of calculating the market price of our
common stock;

� the name and address of the paying agent and the conversion agent;

� the applicable conversion rate and any adjustments to the applicable conversion rate;

� that the debentures with respect to which a repurchase election has been given by the holder may be converted only if the holder withdraws
the repurchase election in accordance with the terms of the indenture; and

� the procedure that holders must follow to require us to repurchase their debentures.

To exercise the repurchase right, if your debentures are certificated, you must deliver prior to the close of business on the business day
immediately preceding the repurchase date, subject to extension to comply with applicable law, the debentures to be repurchased, duly endorsed
for transfer, together with a written repurchase election and the form entitled �Form of repurchase notice� on the reverse side of the debentures,
duly completed, to the paying agent. Your repurchase election must state:

� if certificated debentures have been issued, the certificate numbers of the debentures to be repurchased;

� the portion of the principal amount of debentures to be repurchased, which must be $1,000 or an integral multiple thereof;

� that the debentures are to be repurchased by us pursuant to the applicable provisions of the debentures and the indenture; and

� if we have elected to pay the repurchase price in shares of our common stock but the repurchase price is ultimately to be paid to the holder
entirely in cash because any of the conditions to payment in shares of our common stock is not satisfied prior to the close of business on
the business day immediately preceding the repurchase date, whether you elect:

(i) withdraw the repurchase election as to some or all of the debentures to which it relates; or

(ii) receive cash in respect of the entire repurchase price for all of the debentures subject to the repurchase election.
If you fail to indicate your choice with respect to this election, you will be deemed to have elected to receive cash in respect of the entire

repurchase price for all of the debentures subject to the repurchase

72

Edgar Filing: METATEC INTERNATIONAL INC - Form 10-Q

Table of Contents 96



Edgar Filing: METATEC INTERNATIONAL INC - Form 10-Q

Table of Contents 97



Table of Contents

election in these circumstances. For a discussion of the tax treatment of a holder receiving cash, shares of our common stock or any combination
thereof, see �Material United States Federal and Estate Income Tax Consequences.�

At anytime prior to maturity, we may irrevocably elect, in our sole discretion without the consent of the holders of the debentures, by notice
to the trustee and the holders of the debentures to satisfy in cash 100% of the principal amount of the debentures that are the subject of a
repurchase notice received by us after the date of such election.

If your debentures are not in certificated form, your repurchase notice must comply with applicable DTC procedures and such procedures
must be completed in sufficient time for your repurchase election to be provided to the us in a timely manner.

No debentures may be repurchased at the option of holders if there has occurred and is continuing an event of default other than an event of
default that is cured by the payment of the repurchase price of the debentures.

You may withdraw any repurchase notice, in whole or in part, by delivering a written notice of withdrawal to the paying agent prior to the
close of business on the business day prior to the repurchase date. The notice of withdrawal must state:

� the principal amount of the withdrawn debentures;

� if certificated debentures have been issued, the certificate numbers of the withdrawn debentures; and

� the principal amount of the debentures, if any, which remains subject to the repurchase notice.

If your debentures are not in certificated form, your withdrawal notice must comply with applicable DTC procedures.

To receive payment of the repurchase price, you must either effect book-entry transfer of your debentures or deliver your debentures,
together with necessary endorsements, to the office of the paying agent after delivery of your repurchase notice. Payment of the repurchase price
for a debenture will be made promptly following the later of the repurchase date and the time of book-entry transfer or delivery of the
debentures.

If the paying agent holds money or securities sufficient to pay the repurchase price of the debentures to be repurchased on the business day
following the repurchase date, then, on and after such date:

� the debentures to be repurchased will cease to be outstanding and interest thereon will cease to accrue (whether or not book-entry transfer
of the debentures has been made or the debentures have been delivered to the paying agent); and

� all other rights of the holders of the debentures to be repurchased will terminate (other than the right to receive the repurchase price upon
transfer or delivery of the debentures).

Our right to pay the repurchase price for debentures, in whole or in part, in shares of our common stock is subject to various conditions,
including:

� our providing timely written notice, as described above, of our election to pay all or part of the repurchase price in shares of our common
stock;

� our common stock then being listed on a U.S. national or regional securities exchange or quoted on the Nasdaq National Market or other
similar automated quotation system;

� information necessary to calculate the market price of our common stock being published in a daily newspaper of national circulation or
being otherwise readily publicly available;

� registration of the shares of our common stock under the Securities Act and the Exchange Act, in each case if required; and
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� our obtaining any necessary qualification or registration under applicable state securities law or the availability of an exemption from such
qualification and registration.

If the required conditions are not satisfied with respect to a holder prior to the close of business on the business day immediately preceding
the repurchase date, we will pay the repurchase price for such holder�s debentures entirely in cash. We may not change our election with respect
to the form in which we will pay the repurchase price once we have given the notice that we are required to give, except as described in the
preceding sentence.

We will comply with any applicable provisions of Rule 13e-4 and any other tender offer rules under the Exchange Act that may be
applicable at the time of our repurchase. If then so required, we will file a Schedule TO or any other schedule required in connection with any
offer by us to repurchase the debentures.

We may, to the extent permitted by applicable law and the agreements governing our other debt, at any time purchase the debentures in the
open market or by tender at any price or by private agreement. Any debenture so purchased by us may, to the extent permitted by applicable law,
be reissued or resold or may be surrendered to the trustee for cancellation or held by us. Any debentures surrendered to the trustee may not be
reissued or resold and will be canceled promptly.

We may not have enough available cash or be able to obtain third-party financing at the time it is required to make repurchases of
debentures. In addition, our new senior credit facility and 12% senior notes contain, and any future agreements governing our indebtedness may
contain, certain covenants and terms which limit our ability to pay cash to the holders of the debentures to repurchase the debentures. If we are
prohibited from repurchasing the debentures pursuant to agreements governing our other indebtedness, we could seek the consent of our other
creditors to purchase the debentures or could attempt to refinance this other indebtedness. No assurances can be made that we will obtain such a
consent or be able to accomplish a refinancing. The failure by us to repurchase debentures at a time when the repurchase is required by the
indenture would constitute a default under the indenture. In addition, a default under the indenture or a designated event, in and of itself, could
lead to a default under our new senior credit facility, 12% senior notes and other existing and future agreements governing our indebtedness. If,
due to a default, the repayment of the related indebtedness were to be accelerated after any applicable notice or grace periods, we may not have
sufficient funds to repay the indebtedness and repurchase the debentures.

Repurchase of debentures by us at the option of the holder upon a fundamental change

If a fundamental change occurs at any time prior to the maturity date, you will have the right, at your option, to require us to repurchase for
cash any or all of your debentures, or any portion of the principal amount thereof that is equal to $1,000 or an integral multiple of $1,000, on the
fundamental change repurchase date, at a fundamental change repurchase price equal to 100% of the principal amount of the debentures to be
repurchased plus accrued and unpaid interest (including additional interest, if any) to (but excluding) the fundamental change repurchase date.

We may choose to pay the fundamental change repurchase price in cash or shares of our common stock or a combination of cash and shares
of our common stock (provided, that in any event we will pay any accrued and unpaid interest (including additional interest, if any) in cash). All
debentures repurchased on any day will receive the same form of payment of the repurchase price, namely, cash, shares of our common stock or
a combination of cash and shares of our common stock.

If we elect to pay the fundamental change repurchase price in whole or in part in shares of our common stock, the number of shares of our
common stock to be delivered by us will be equal to the portion of the fundamental change repurchase price to be paid in shares of our common
stock divided by 97% of the market price of our common stock. The market price of our common stock will be determined prior to the
applicable fundamental change repurchase date, as described under � � Repurchase of debentures by us at the option of the holder.� If we elect to
pay the fundamental change repurchase price
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in whole or in part in shares of our common stock, we will pay cash in lieu of fractional shares in an amount based upon the market price of our
common stock.

Because the market price of our common stock is determined prior to the applicable fundamental change repurchase date, you will bear the
market risk with respect to the value of the shares of our common stock, if any, to be received from the date as of which the market price is
determined to the date on which you receive such shares. In addition, the market price of our common stock is an average price rather than the
price as of a single date.

A �fundamental change� will be deemed to have occurred at the time after the debentures are originally issued that any of the following
occurs:

(i) any �person� (as such term is used in Sections 13(d) and 14(d) of the Exchange Act), is or becomes the �beneficial owner� (as defined in
Rules 13d-3 and 13d-5 under the Exchange Act, except that, for purposes of this clause (i), such person shall be deemed to have �beneficial
ownership� of all shares that any such person has the right to acquire, whether such right is exercisable immediately or only after the passage
of time), directly or indirectly, of more than 50% of the total voting power of voting stock of the Company (for the purposes of this
clause (i), such other person shall be deemed to beneficially own any voting stock of a person (the �specified person�) held by any other
person (the �parent entity�), if such other person is the beneficial owner (as defined above in this clause (i)), directly or indirectly, of more
than 50% of the voting power of the voting stock of such parent entity);

(ii) individuals who on May 24, 2004 constituted the Company�s Board of Directors (together with any new directors whose election by
the Company�s Board of Directors or whose nomination for election by the stockholders of the Company was approved by a vote of 51% of
the directors of the Company then still in office who were either directors on May 24, 2004 or whose election or nomination for election was
previously so approved) cease for any reason to constitute a majority of the Company�s Board of Directors then in office;

(iii) the adoption of a plan relating to the liquidation or dissolution of the Company;

(iv) the merger or consolidation of the Company with or into another person, or the merger of another person with the Company, or the
sale of all or substantially all the assets of the Company (in each case, determined on a consolidated basis) to another person, other than a
transaction following which (A) in the case of a merger or consolidation transaction, holders of securities that represented 100% of the
voting stock of the Company immediately prior to such transaction (or other securities into which such securities are converted as part of
such merger or consolidation transaction) hold directly or indirectly at least a majority of the voting power of the voting stock of the
surviving person in such merger or consolidation transaction immediately after such transaction and in substantially the same proportion as
before such merger or consolidation transaction and (B) in the case of a sale of assets transaction, (i) the transferee person(s) become(s) a
guarantor in respect of the debentures and (ii) either (x) the transferee person(s) constitute(s) a subsidiary of the transferor(s) of such assets
or (y) holders of securities that represented 100% of the voting stock of the Company immediately prior to such sale of assets transaction
hold, directly or indirectly, at least a majority of the voting power of the voting stock of the transferee person(s) in such sale of assets
transaction immediately after such sale of assets transaction and in substantially the same proportion as before such sale of assets
transaction; or

(v) our capital stock or other capital stock into which the debentures are convertible is neither listed for trading on a U.S. national or
regional securities exchange nor approved for listing on the Nasdaq National Market or any similar U.S. system of automated dissemination
of quotations of securities prices, and no American Depositary Shares or similar instruments for such capital stock are so listed or approved
for listing in the United States.
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A fundamental change will not be deemed to have occurred in respect of the occurrence of an event described in clause (i), (ii), (iii) or
(iv) above, however, if either:

� the last reported sale price of our common stock for any five trading day period within the ten consecutive trading day period ending
immediately after the later of the fundamental change or the public announcement thereof, equals or exceeds 105% of the conversion price
of the debentures in effect immediately before the fundamental change or the public announcement thereof; or

� at least 90% of the consideration, excluding cash payments for fractional shares, in the transaction or transactions constituting the
fundamental change consists of shares of capital stock traded on a U.S. national or regional securities exchange or quoted on the Nasdaq
National Market or any similar U.S. system of automated dissemination of quotations of securities prices, or which will be so traded or
quoted when issued or exchanged in connection with a fundamental change (these securities being described as �publicly traded
securities�) and as a result of the transaction or transactions the debentures become convertible into such publicly traded securities,
excluding cash payments for fractional shares, such publicly traded securities to be valued as of the date on which the transaction or
transactions constituting the fundamental change are publicly announced.

For purposes of the preceding paragraph, the term �capital stock� of any person means any and all shares (including ordinary shares or
American Depositary Shares), interests, participations or other equivalents, however designated, of capital stock or other equity participations,
including partnership interests, whether general or limited, of such person (collectively, an �equity interest�) and any and all rights (other than
debt securities convertible or exchangeable into an equity interest), warrants or options to acquire an equity interest in such person. For purposes
of the preceding paragraph, the term �voting stock� of a person means all classes of capital stock of such person then outstanding and normally
entitled (without regard to the occurrence of any contingency) to vote in the election of directors, managers or trustees thereof.

Not less than 25 trading days before the fundamental change repurchase date, we will provide to all of the holders of the debentures and the
trustee and the paying agent a notice of the occurrence of the fundamental change and of the resulting repurchase right. Such notice shall state,
among other things:

� the events constituting the fundamental change;

� the date of the fundamental change;

� the fundamental change repurchase price;

� the last date on which a holder may exercise the fundamental change repurchase right;

� the fundamental change repurchase date;

� whether we will pay the fundamental change repurchase price in cash, shares of our common stock or a combination thereof, specifying
the percentage or amount of each;

� if we elect to pay the fundamental change repurchase price in whole or in part in shares of our common stock, the method of calculating
the market price of our common stock;

� the name and address of the paying agent and the conversion agent;

� the applicable conversion rate and any adjustments to the applicable conversion rate;

� that the debentures with respect to which a fundamental change repurchase election has been given by the holder may be converted only if
the holder withdraws the fundamental change repurchase election in accordance with the terms of the indenture; and

� the procedure that holders must follow to require us to repurchase their debentures.

To exercise the repurchase right, if your debentures are certificated, you must deliver prior to the close of business on the business day
immediately preceding the fundamental change repurchase date, subject to extension to comply with applicable law, the debentures to be
repurchased, duly endorsed for
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transfer, together with a written fundamental change repurchase election and the form entitled �Form of fundamental change repurchase notice� on
the reverse side of the debentures, duly completed, to the paying agent. Your fundamental change repurchase election must state:

� if certificated debentures have been issued, the certificate numbers of the debentures to be delivered for repurchase;

� the portion of the principal amount of debentures to be repurchased, which must be $1,000 or an integral multiple thereof;

� that the debentures are to be repurchased by us pursuant to the applicable provisions of the debentures and the indenture; and

� if we have elected to pay the fundamental change repurchase price in shares of our common stock but the fundamental change repurchase
price is ultimately to be paid to the holder entirely in cash because any of the conditions to payment in shares of our common stock is not
satisfied prior to the close of business on the business day immediately preceding the fundamental change repurchase date, whether you
elect:

(i) to withdraw the fundamental change repurchase election as to some or all of the debentures subject to the fundamental change
repurchase election; or

(ii) to receive cash in respect of the entire fundamental change repurchase price for all of the debentures subject to the fundamental
change repurchase election.
If you fail to indicate your choice with respect to this election, you will be deemed to have elected to receive cash in respect of the entire

fundamental change repurchase price for all of the debentures subject to the fundamental change repurchase election. For a discussion of the tax
treatment of a holder receiving cash, shares of our common stock or a combination thereof, see �Material United States Federal and Estate
Income Tax Consequences.�

At anytime prior to maturity, we may irrevocably elect, in our sole discretion without the consent of the holders of the debentures, by notice
to the trustee and the holders of the debentures to satisfy in cash 100% of the principal amount of the debentures that are the subject of a
repurchase notice received by us after the date of such election.

If the debentures are not in certificated form, your notice must comply with applicable DTC procedures and such procedures must be
completed in sufficient time for the repurchase election to be provided to us in a timely manner.

No debentures may be repurchased at the option of holders upon a fundamental change if there has occurred and is continuing an event of
default other than an event of default that is cured by the payment of the fundamental change repurchase price of the debentures.

You may withdraw any fundamental change repurchase election, in whole or in part, by delivering a written notice of withdrawal to the
paying agent prior to the close of business on the business day prior to the fundamental change repurchase date. The notice of withdrawal must
state:

� the principal amount of the withdrawn debentures;

� if certificated debentures have been issued, the certificate numbers of the withdrawn debentures; and

� the principal amount of the debentures, if any, which remains subject to the fundamental change repurchase notice.

If the debentures are not in certificated form, your notice must comply with applicable DTC procedures.

To receive payment of the fundamental change repurchase price, you must either effect book-entry transfer of your debentures or deliver
your debentures, together with necessary endorsements, to the office
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of the paying agent after delivery of your fundamental change repurchase notice. Payment of the fundamental change repurchase price for a
debenture will be made promptly following the later of the fundamental change repurchase date and the time of book-entry transfer or delivery
of the debentures.

We will be required to repurchase the debentures no later than 35 business days after the occurrence of the relevant fundamental change but
in no event prior to the date on which such fundamental change occurs.

If the paying agent holds money or securities sufficient to pay the fundamental change repurchase price of the debentures to be repurchased
on the business day following the fundamental change repurchase date, then, on and after such date:

� the debentures to be repurchased will cease to be outstanding and interest thereon will cease to accrue (whether or not book-entry transfer
of the debentures has been made or the debentures have been delivered to the paying agent); and

� all other rights of the holders of the debentures to be repurchased will terminate (other than the right to receive the fundamental change
repurchase price upon transfer or delivery of the debentures).

Our right to pay the fundamental change repurchase price for debentures, in whole or in part, in shares of our common stock is subject to the
same conditions as those relating to payment of the repurchase price described under �� Repurchase of debentures by us at the option of the holder.�
If the required conditions are not satisfied with respect to a holder prior to the close of business on the business day immediately preceding the
fundamental change repurchase date, we will pay the fundamental change repurchase price for such holder�s debentures entirely in cash. We may
not change our election with respect to the form in which we will pay the fundamental change repurchase price once we have given the notice
that we are required to give, except as described in the preceding sentence.

We will comply with the provisions of Rule 13e-4 and any other tender offer rules under the Exchange Act that may be applicable at the
time of our repurchase. If then so required, we will file a Schedule TO or any other schedule required in connection with any offer by us to
repurchase the debentures.

The rights of the holders to require us to repurchase their debentures upon a fundamental change could discourage a potential acquisition or
takeover of us. The fundamental change repurchase feature, however, is not the result of management�s knowledge of any specific effort to
accumulate shares of our common stock or to obtain control of us by any means or part of a plan by management to adopt a series of
anti-takeover provisions. Instead, the fundamental change repurchase feature is a standard term contained in other offerings of debt securities
similar to the debentures that have been marketed by the initial purchasers. The terms of the fundamental change repurchase feature resulted
from negotiations between the initial purchasers and us.

The term �fundamental change� is limited to specified transactions and may not include other events that might adversely affect our financial
condition. In addition, the requirement that we offer to repurchase the debentures upon a fundamental change may not protect holders in the
event of a highly leveraged transaction, reorganization, merger or similar transaction involving us.

The definition of fundamental change includes a phrase relating to the conveyance, transfer, sale, lease or disposition of �all or substantially
all� of our consolidated assets. There is no precise, established definition of the phrase �substantially all� under applicable law.

Accordingly, the ability of a holder of the debentures to require us to repurchase its debentures as a result of the conveyance, transfer, sale,
lease or other disposition of less than all of our assets may be uncertain.

If a fundamental change were to occur, as described above in the last paragraph under the caption �� Repurchase of debentures by us at the
option of the holder,� we may not have enough funds to pay
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the fundamental change repurchase price. If we fail to repurchase the debentures when required following a fundamental change, we will be in
default under the indenture. In addition, we have, and may in the future incur, other indebtedness (including indebtedness under the new senior
credit facility and the 12% senior notes) with similar change in control provisions permitting our lenders thereunder or holders thereof to
accelerate or to require us to repurchase our indebtedness from them upon the occurrence of similar events or on some specific dates.

Our obligation to make a repurchase upon a fundamental change will be satisfied if a third party makes the fundamental change repurchase
offer in the manner, at the times and otherwise in compliance in all material respects with the requirements applicable to a fundamental change
repurchase offer required to be made by us, purchases all debentures properly tendered and not withdrawn under the fundamental change
repurchase offer and otherwise complies with the obligations in connection therewith.

Merger and sale of assets

The indenture provides that we may not consolidate with or merge with or into, or convey, transfer or lease, in one transaction or a series of
related transactions, directly or indirectly, all or substantially all of our assets to, any person, unless:

� the resulting, surviving or transferee person (the �Successor Company�) shall be a person organized and existing under the laws of the
United States of America, any State thereof or the District of Columbia and the Successor Company (if not the Company) expressly
assumes, by a supplemental indenture, executed and delivered to the trustee, in form reasonably satisfactory to the trustee, all of the
obligations of the Company under the debentures and the indenture;

� immediately after giving effect to such transaction, there is no event of default or event that, with notice or passage of time or both, would
become an event of default;

� the Company shall have delivered to the trustee an officers� certificate and an opinion of counsel, each stating that such consolidation,
merger, transfer, conveyance or lease and such supplemental indenture (if any) comply with the indenture; and

� the Company shall have delivered to the trustee an opinion of counsel to the effect that the holders will not recognize income, gain or loss
for federal income tax purposes as a result of such transaction and will be subject to federal income tax on the same amounts, in the same
manner and at the same times as would have been the case if such consolidation, merger, transfer, conveyance or lease had not occurred.

The foregoing limitation shall not prohibit any pledge of assets of the Company under the new senior credit facility, the 12% Notes
Indenture, any refinancings of the new senior credit facility or the 12% senior notes, or the 12% Notes Indenture.

The Successor Company will be the successor to the Company and shall succeed to and be substituted for, and may exercise every right and
power of, the Company under the indenture, and the Company, except in the case of a lease, shall be released from its obligations under the
debentures and the indenture.

Events of default; notice and waiver

The following are events of default under the indenture:

� we fail to pay principal of the debentures when due at maturity, upon redemption, upon repurchase or otherwise;

� we fail to pay any interest (including additional interest, if any) on the debentures when due and such failure continues for a period of
30 days;

� we fail to provide notice of the occurrence of a fundamental change within 25 days after the occurrence of such fundamental change;
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� we fail to comply with our obligations described under �� Merger and sale of assets� above;

� we default in our obligation to deliver shares of our common stock, cash or other property upon conversion of the debentures as required
under the indenture and that default continues for 10 days or more;

� we fail to comply with or observe any of the other covenants or warranties in the indenture for 60 days after written notice to us from the
trustee or the holders of at least 25% in aggregate principal amount of the outstanding debentures;

� indebtedness of the Company or any of its subsidiaries is not paid after final maturity or is accelerated by the holders thereof because of a
default and the total amount of such indebtedness unpaid or accelerated exceeds $20.0 million, or its foreign currency equivalent at the
time and such failure to pay is not cured or the acceleration is not rescinded or annulled within 30 days after written notice as provided in
the indenture;

� any judgment or decree for the payment of money in excess of $20.0 million, or its foreign currency equivalent at the time, above the
coverage under applicable insurance policies and indemnities as to which the relevant insurer or indemnitee has not disclaimed
responsibility is entered against the Company or any of its subsidiaries, remains outstanding for a period of 60 days following the entry of
such judgment and is not discharged or waived or does not have the execution thereof effectively stayed (including by agreement) within
10 days after written notice to us from the trustee or the holders of at least 25% in aggregate principal amount of the outstanding
debentures; or

� certain events involving our bankruptcy, insolvency or reorganization.

Our obligations under the indenture are not intended to provide creditors� rights in bankruptcy for amounts in excess of the principal amount
plus accrued and unpaid interest (including additional interest, if any). The trustee may withhold notice to the holders of the debentures of any
default, except defaults in payment of principal or interest (including additional interest, if any) on the debentures. However, the trustee must
consider it to be in the interest of the holders of the debentures to withhold this notice.

If an event of default occurs and is continuing, the trustee or the holders of at least 25% in aggregate principal amount of the outstanding
debentures may declare the principal and accrued and unpaid interest (including additional interest, if any) on the outstanding debentures to be
immediately due and payable. In case of certain events of bankruptcy or insolvency involving us, the principal and accrued and unpaid interest
(including additional interest, if any) on the debentures will automatically become due and payable. However, if we cure all defaults, except the
non-payment of principal or interest (including additional interest, if any) that became due as a result of the acceleration, and meet certain other
conditions, with certain exceptions, this declaration may be cancelled and the holders of a majority in aggregate principal amount of outstanding
debentures may waive these past defaults. Under certain circumstances, the holders of a majority in aggregate principal amount of the
outstanding debentures may rescind any such acceleration with respect to the debentures and its consequences.

The holders of a majority in aggregate principal amount of the outstanding debentures will have the right to direct the time, method and
place of any proceedings for any remedy available to the trustee, subject to limitations specified in the indenture.

No holder of the debentures may pursue any remedy under the indenture, except in the case of a default in the payment of principal or
interest (including additional interest, if any) on the debentures, unless:

� the holder has given the trustee written notice of an event of default;

� the holders of at least 25% in aggregate principal amount of outstanding debentures make a written request to the trustee to pursue the
remedy;

� the holder or holders have offered reasonable security or indemnity to the trustee against any costs, liability or expense of the trustee;
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� the trustee fails to comply with the request within 60 days after receipt of the notice, request and offer of reasonable security or
indemnity; and

� the trustee does not receive an inconsistent direction from the holders of a majority in aggregate principal amount of the outstanding
debentures within 60 days of such notice.

The indenture will require us to deliver to the trustee an annual statement as to performance of our obligations under the indenture and as to
any defaults.

A default in the payment of the debentures, or a default with respect to the debentures that causes them to be accelerated, may give rise to a
cross-default under the new senior credit facility, the 12% Notes Indenture or other indebtedness.

Satisfaction and discharge of the indenture

The indenture will generally cease to be of any further effect with respect to the debentures, if:

� we have delivered to the trustee for cancellation all of the outstanding debentures (with certain limited exceptions); or

� all of the debentures not previously delivered to the trustee for cancellation have become due and payable, whether at stated maturity, upon
any redemption date or repurchase date (including upon the occurrence of a fundamental change), upon conversion or otherwise, and we
have deposited with the trustee as trust funds the entire amount in cash, shares of our common stock or a combination thereof (as
applicable under the terms of the indenture) sufficient to pay all the outstanding debentures,

and if, in either case, we also pay or cause to be paid all other sums payable under the indenture by us.

Legal defeasance and covenant defeasance

The debentures are not subject to any defeasance provisions under the indenture.

Amendment and waiver

Subject to certain exceptions, the indenture may be amended with the consent of the holders of a majority in aggregate principal amount of
outstanding debentures (including consents obtained in connection with a tender offer or exchange for debentures) and any past default or
non-compliance with any provisions of the indenture may be waived with the consent of the holders of a majority in aggregate principal amount
of the outstanding debentures. However, an amendment or waiver requires the consent of the holder of each outstanding debenture affected
thereby if it would:

� reduce the amount of debentures whose holders must consent to an amendment;

� reduce the stated rate of or extend the stated time for payment of interest (including additional interest, if any) on any debenture;

� reduce the principal of or change the stated maturity of any debenture;

� affect our right to redeem any debenture on a redemption date in a manner adverse to such holder;

� affect our obligation to repurchase any debenture at the option of such holder in a manner adverse to such holder;

� affect our obligation to repurchase any debenture upon a fundamental change in a manner adverse to such holder;

� reduce the amount payable upon the redemption or repurchase of any debenture or change the time at which any debenture may be
redeemed or repurchased;
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� make any debenture payable in money other than that stated in the debenture;

� impair the right of such holder to convert any debenture or reduce the number of shares of our common stock or any other property
receivable upon conversion other than as expressly contemplated by the anti-dilution provisions of the indenture;

� impair the right of such holder to receive payment of principal of and interest (including additional interest, if any) on such holder�s
debentures on or after the due dates therefor or to institute suit for the enforcement of any payment on or with respect to such holder�s
debentures; or

� make any change in the amendment or waiver provisions of the indenture that require such holder�s consent.

We are permitted to amend certain provisions of the indenture without the consent of the holders of the debentures, including amendments
to:

� cure any ambiguity, omission, defect or inconsistency;

� provide for the assumption by a successor corporation of our obligations under the indenture;

� provide for uncertificated debentures in addition to or in place of certificated debentures (provided, however, that the uncertificated
debentures are issued in registered form for purposes of Section 163(f) of the Internal Revenue Code of 1986, as amended, in a manner
such that the uncertificated debentures are described in Section 163(f)(2)(b) of the Internal Revenue Code of 1986, as amended);

� add guarantees with respect to the debentures in a manner that does not adversely affect the rights of any holder;

� secure the debentures;

� add covenants for the benefit of the holders;

� make any change that does not adversely affect the rights of any holder, subject to the provisions of the indenture;

� surrender any right or power conferred upon us;

� reduce the conversion price or increase the consideration payable to any holder, provided, that the reduction will not adversely affect the
interests of the holders;

� evidence and provide the acceptance of the appointment of a successor trustee under the indenture; or

� comply with any requirement of the SEC in connection with the qualification of the indenture or any supplemental indenture under the
Trust Indenture Act of 1939, as amended.

Calculations in respect of debentures

Unless otherwise specified herein or in the indenture, we are responsible for making all calculations with respect to the debentures. These
calculations include determinations of the market prices of our common stock, the amount of accrued interest (including additional interest, if
any) payable on the debentures and the conversion price of the debentures. We will make all of these calculations in good faith, and, absent
manifest error, our calculations will be final and binding on all holders of debentures. We will provide a schedule of our calculations to each of
the trustee and the conversion agent, and each of the trustee and the conversion agent is entitled to rely upon the accuracy of our calculations
without independent verification. The trustee will forward our calculations to any holder of debentures upon the request of that holder.
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Information concerning the trustee

We have appointed BNY Midwest Trust Company, the trustee under the indenture, as the initial paying agent, conversion agent, registrar
and custodian for the debentures. The trustee or its affiliates may also provide banking and other services to us in the ordinary course of their
business. The indenture contains certain limitations on the rights of the trustee, should it become a creditor of the Company, to obtain payment
of claims in certain cases, or to realize on certain property received in respect of any such claim as security or otherwise. The trustee will be
permitted to engage in other transactions; provided, that if it acquires any conflicting interest it must either eliminate such conflict within
90 days, apply to the SEC for permission to continue or resign.

Governing law

The debentures and the indenture are governed by, and construed in accordance with, the laws of the State of New York.

Form, denomination, exchange, registration and transfer

The debentures are issued:

� in fully registered form;

� without interest coupons; and

� in denominations of $1,000 principal amount and integral multiples of $1,000.

Holders may present debentures for conversion, registration of transfer and exchange at the office maintained by us for such purpose, which
will initially be the Corporate Trust Office of the trustee in The City of New York.

Payment and paying agent

We maintain an office in the Borough of Manhattan, The City of New York, where we pay the principal on the debentures and you may
present the debentures for conversion, registration of transfer or exchange for other denominations, which shall initially be an office or agency of
the trustee. We may pay interest by check mailed to your address as it appears in the debenture register, provided, that if you are a holder with an
aggregate principal amount in excess of $2 million, you will be paid, at your written election, by wire transfer in immediately available funds.

However, payments to The Depository Trust Company, New York, New York, or �DTC,� will be made by wire transfer of immediately
available funds to the account of DTC or its nominee.

Authorization and listing

We will at all times reserve and keep available out of our authorized and unissued common stock, solely for issuance upon the conversion of
the debentures, that number of shares of our common stock as shall from time to time be issuable upon conversion of all of the debentures then
outstanding. We will use our commercially reasonable efforts to have the shares of our common stock issuable upon conversion of the
debentures approved for listing on the NYSE prior to the date of issuance of the debentures, subject to official notice of issuance of such shares.

Our ability to elect to deliver shares of our common stock in lieu of cash in connection with the repurchase of debentures is subject to such
shares having been authorized and having been approved for listing on each securities exchange on which our common stock is then listed,
subject to official notice of issuance of such shares.
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Notices

Except as otherwise described herein, notice to holders of debentures will be given by mail to their addresses as they appear in the debenture
register. Notices will be deemed to have been given on the date of such mailing.

Holders

References in this prospectus to �holders� or �holders of debentures� mean registered holders of debentures.

Registration rights

Pursuant to the registration rights agreement, we have filed with the SEC the registration statement of which this prospectus is a part
covering resales of the debentures and shares of our common stock issuable upon conversion thereof (which debentures and shares of our
common stock are collectively called �registrable securities�).

Our obligation to use commercially reasonable efforts to keep effective the registration statement of which this prospectus is a part expires
upon the earliest of:

(i) May 24, 2006, the second anniversary of the last date of original issuance of the debentures;

(ii) the date when the holders of the registrable securities are able to sell the registrable securities immediately without restriction
pursuant to volume limitation provisions of Rule 144 under the Securities Act; and

(iii) such time as all of the registrable securities have been sold either pursuant to the registration statement or pursuant to Rule 144
under the Securities Act or any similar provision then in force.
We may suspend the effectiveness of the registration statement or the use of this prospectus during specified periods under certain

circumstances relating to pending corporate developments, public filings with the SEC and similar events. Any suspension period shall not
exceed an aggregate of:

� 30 days in any 90 day period; or

� 120 days for all periods in any 360 day period.

However, if the disclosure related to a previously undisclosed proposed or pending material business transaction, the disclosure of which
would impede our ability to consummate such transaction, we may extend the suspension period from 30 days to 45 days.

We need not specify the nature of the event giving rise to a suspension in any notice to holders of the debentures of the existence of such a
suspension.

The occurrence or existence of any of the following events constitutes a �registration default�:

� the registration statement has not been filed prior to or on the 120th day following the first date of original issuance of any of the
debentures; or

� the registration statement has not been declared effective prior to or on the 210th day following the first date of original issuance of any of
the debentures, which we call the �effectiveness target date�; or

� any post-effective amendment required to be filed as described below has not been declared effective prior to the 60th day following the
date on which such post-effective amendment is required to be filed; or
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� we do not name a holder as a selling securityholder in this prospectus or file a post-effective amendment within the required time periods
described below (other than due to a failure by such selling securityholder to provide the required information on a timely basis); or

� at any time after the effectiveness target date, the registration statement ceases to be effective or fails to be usable and:

(i) we do not cure the registration statement within ten business days by a post-effective amendment, prospectus supplement or report
filed pursuant to the Exchange Act;

(ii) if applicable, we do not terminate the suspension period, described in the preceding paragraph, by the 30th day or 45th day, as the
case may be; or

(iii) a suspension period, when aggregated with other suspension periods during the prior 360-day period, continues, unterminated, for
more than 120 days.
If a registration default occurs, additional interest will accrue on the debentures that are transfer restricted securities, from and including the

day following the registration default to (but excluding) the earlier of:

� the day on which the registration default has been cured; and

� the date the registration statement is no longer required to be kept effective.

Additional interest will be paid semiannually in arrears on each May 15 and November 15 and will accrue at, a rate per annum equal to:

� in respect of each debenture, at a rate equal to 0.25% per annum of the outstanding principal amount thereof for the first 90 days after the
occurrence of the registration default and 0.50% per annum of the outstanding principal amount thereof after the first 90 days; and

� in respect of each share of our common stock issued upon conversion of debentures, at a rate equal to 0.25% per annum of the
then-applicable conversion price for the first 90 days after the occurrence of the registration default and 0.50% per annum of the
then-applicable conversion price after the first 90 days.

In no event will additional interest exceed 0.50% per year. In addition, such holder will receive, on the settlement date for any debentures
surrendered for conversion during a registration default, accrued and unpaid additional interest to (but excluding) the conversion date relating to
such settlement date.

Each selling securityholder offering debentures pursuant to this prospectus is:

� required to deliver a prospectus to purchasers;

� subject to the civil liability provisions under the Securities Act in connection with any sales; and

� subject to the provisions of the registration rights agreement, including indemnification provisions.

Under the registration rights agreement, we will:

� pay all expenses associated with the registration statement;

� provide each registered holder with copies of this prospectus;

� notify holders when the registration statement has become effective; and

� take other reasonable actions as are required to permit unrestricted resales of the debentures and shares of our common stock issued upon
conversion of the debentures in accordance with the terms and conditions of the registration rights agreement.
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BOOK-ENTRY SYSTEM

We issued the debentures in the form of one global debenture. We deposited the global debenture with DTC upon the closing of our private
offering of the debentures and registered the global debenture in the name of Cede & Co., as DTC�s nominee. Except as set forth below, the
global debenture may be transferred, in whole or in part, only to another nominee of DTC or to a successor of DTC or its nominee.

Beneficial interests in the global debenture may be held through organizations that are participants in DTC (called �participants�).
Transfers between participants will be effected in the ordinary way in accordance with DTC rules and will be settled in clearing house funds.
The laws of some states require that certain persons take physical delivery of securities in definitive form. As a result, the ability to transfer
beneficial interests in the global debenture to such persons may be limited.

Beneficial interests in the global debenture held by DTC may be held only through participants, or certain banks, brokers, dealers, trust
companies and other parties that clear through or maintain a custodial relationship with a participant, either directly or indirectly (called
�indirect participants�). So long as Cede & Co., as the nominee of DTC, is the registered owner of the global debenture, Cede & Co. for all
purposes will be considered the sole holder of the global debenture. Except as provided below, owners of beneficial interests in the global
debenture will:

� not be entitled to have certificates registered in their names;

� not receive physical delivery of certificates in definitive registered form; and

� not be considered holders of the global debenture.

We will pay interest on, and the redemption price, the repurchase price and the fundamental change repurchase price of, the global
debenture to Cede & Co., as the registered owner of the global debenture, by wire transfer of immediately available funds on each interest
payment date or the redemption date, repurchase date and fundamental change repurchase date, as the case may be. Neither we, the trustee nor
the paying agent will be responsible or liable:

� for the records relating to, or payments made on account of, beneficial ownership interests in a global debenture; or

� for maintaining, supervising or reviewing any records relating to the beneficial ownership interests.

Neither we, the trustee, the registrar, the paying agent nor the conversion agent will have any responsibility for the performance by DTC or
its participants or indirect participants of their respective obligations under the rules and procedures governing their operations. DTC has advised
us that it will take any action permitted to be taken by a holder of debentures, including the presentation of debentures for conversion, only at the
direction of one or more participants to whose account with DTC interests in the global debenture are credited and only in respect of the
principal amount of the debentures represented by the global debenture as to which the participant or participants has or have given such
direction.

The Depository Trust Company:

DTC has advised us that it is:

� a limited purpose trust company organized under the laws of the State of New York, and a member of the Federal Reserve System;

� a �clearing corporation� within the meaning of the Uniform Commercial Code; and

� a �clearing agency� registered pursuant to the provisions of Section 17A of the Exchange Act.

DTC was created to hold securities for its participants and to facilitate the clearance and settlement of securities transactions between
participants through electronic book-entry changes to the accounts of its participants. Participants include securities brokers, dealers, banks, trust
companies and clearing corporations and other organizations. Some of the participants or their representatives, together with other
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entities, own DTC. Indirect access to the DTC system is available to others such as banks, brokers, dealers and trust companies that clear
through or maintain a custodial relationship with a participant, either directly or indirectly.

DTC has agreed to the foregoing procedures to facilitate transfers of interests in the global debenture among participants. However, DTC is
under no obligation to perform or continue to perform these procedures and may discontinue these procedures at any time. If (i) DTC is at any
time unwilling or unable to continue as depositary and a successor depositary is not appointed by us within 90 days or (ii) an event of default
occurs and the registered holder requests that certificated debentures be issued, we will issue debentures in certificated form in exchange for the
global debenture. In addition, we may at any time and in our sole discretion determine not to have debentures represented by the global
debenture and in such event will issue certificates in definitive form in exchange for the global debenture.
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DESCRIPTION OF CAPITAL STOCK

The authorized capital stock of the Issuer consists of 200,000,000 shares of common stock, $0.01 par value per share, of which
58,480,908 shares were issued and outstanding as of October 31, 2004, and 5,000,000 shares of preferred stock, $1.00 par value per share, of
which no shares are issued or outstanding. The following description of our capital stock and certain provisions of our amended and restated
certificate of incorporation and by-laws is a summary of all material terms of our capital stock and is qualified in its entirety by the provisions of
the amended and restated certificate of incorporation and by-laws, copies of which have been filed with the SEC and are available for inspection.
See �Where You Can Find More Information.�

Common stock

Holders of our common stock are entitled to one vote for each share held on all matters submitted to a vote of stockholders, including the
election of directors. Accordingly, holders of a majority of the shares of common stock entitled to vote in any election of directors may elect all
of the directors standing for election if they choose to do so. The amended and restated certificate of incorporation does not provide for
cumulative voting for the election of directors. Holders of common stock are entitled to receive ratably such dividends, if any, as may be
declared from time to time by our board of directors out of funds legally available therefor, and are entitled to receive, pro rata, all assets of the
Issuer available for distribution to such holders upon liquidation. Holders of common stock have no preemptive, subscription or redemption
rights. All outstanding shares of our common stock, are fully paid and nonassessable. As of October 31, 2004, our common stock was held of
record by 2,673 stockholders.

As of October 31, 2004, we had reserved for issuance:

� 2,578,965 shares of common stock issuable upon the exercise of options outstanding under our stock incentive plans;

� 8,424,908 shares issuable upon conversion of our 6 3/4% Trust Convertible Preferred Securities;

� 384,089 shares issuable under our Colleague Stock Discount Purchase Plan; and

� 28,875,025 shares of common stock issuable upon conversion of the debentures at the initial conversion price.
Preferred stock

Pursuant to our amended and restated certificate of incorporation, we are authorized to issue �blank check� preferred stock, which may be
issued from time to time in one or more series upon authorization by our board of directors. The board of directors, without further approval of
the stockholders, is authorized to fix the dividend rights and terms, conversion rights, voting rights, redemption rights and terms, liquidation
preferences, and any other rights, preferences, privileges and restrictions applicable to each series of the preferred stock. The issuance of
preferred stock, while providing flexibility in connection with possible acquisitions and other corporate purposes could, among other things,
adversely affect the voting power of the holders of common stock and, under certain circumstances, make it more difficult for a third party to
gain control of us, discourage bids for our common stock at a premium or otherwise adversely affect the market price of the common stock.

Anti-takeover effects of our certificate of incorporation and bylaws

Some provisions of our certificate of incorporation and bylaws may be deemed to have an anti-takeover effect and may delay or prevent a
tender offer or takeover attempt that a stockholder might consider to be in its best interest, including those attempts that might result in a
premium over the market price for the shares held by stockholders.
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These provisions include:

Board vacancies
Our certificate of incorporation authorizes the board of directors to fill vacant directorships or increase the size of the board of directors,

which may deter a stockholder from removing incumbent directors and simultaneously gaining control of the board of directors by filling the
vacancies created by this removal with its own nominees.

Cumulative voting
Our certificate of incorporation does not authorize our stockholders the right to cumulative voting in the election of directors. As a result,

stockholders may not aggregate their votes for a single director.

Special meeting of stockholders
Our certificate of incorporation provides that special meetings of our stockholders may be called only by the chairman of the board of

directors, the president and chief executive officer, any member of the board of directors or holders of at least 25% of the shares entitled to vote
generally in the election of directors.

Authorized but unissued shares
Our authorized but unissued shares of common stock and preferred stock are available for future issuance without stockholder approval.

These additional shares may be utilized for a variety of corporate purposes, including future public offerings to raise additional capital, corporate
acquisitions and employee benefit plans. The existence of authorized but unissued shares of common stock and preferred stock could render
more difficult or discourage an attempt to obtain control of a majority of our common stock by means of a proxy contest, tender offer, merger or
otherwise.

Section 203 of Delaware General Corporation law

We are subject to the �business combination� statute of the Delaware General Corporation Law. In general, such statute prohibits a publicly
held Delaware corporation from engaging in various �business combination� transactions with any �interested stockholder� for a period of three
years after the date of the transaction in which the person became an �interested stockholder,� unless:

� the transaction is approved by the board of directors prior to the date the interested stockholder obtained such status,

� upon consummation of the transaction which resulted in the stockholder becoming an �interested stockholder,� the �interested stockholder�
owned at least 85% of the voting stock of the corporation outstanding at the time the transaction commenced, excluding specified
shares, or

� on or subsequent to such date the �business combination� is approved by the board of directors and authorized at an annual or special
meeting of the stockholders by the affirmative vote of at least 66 2/3% of the outstanding voting stock which is not owned by the �interested
stockholder.�

A �business combination� includes mergers, asset sales and other transactions resulting in financial benefit to a stockholder. An �interested
stockholder� is a person who, together with affiliates and associates, owns (or within three years, did own) 15% or more of a corporation�s voting
stock. The statute could prohibit or delay mergers or other takeover or change in control attempts with respect to us and, accordingly, may
discourage attempts to acquire us.

89

Edgar Filing: METATEC INTERNATIONAL INC - Form 10-Q

Table of Contents 115



Table of Contents

Transfer agent

Equiserve Trust Company, N.A. is the transfer agent for our common stock.

Indemnification of directors and officers

Our certificate of incorporation provides that each person who was or is made a party or is threatened to be made a party to or is otherwise
involved in any action, suit or proceeding, whether civil, criminal, administrative or investigative, by reason of the fact that he or she is or was a
director or officer of the Issuer or is or was serving at the request of the Issuer as a director, officer, employee or agent of another corporation or
of a partnership, joint venture, trust or other enterprise, including service with respect to an employee benefit plan, whether the basis of such
proceeding is alleged action in an official capacity as a director, officer, employee or agent or in any other capacity while serving as a director,
officer, employee or agent, shall be indemnified and held harmless by the Issuer to the fullest extent authorized by Section 145 of the General
Corporation Laws of the State of Delaware, or the �Delaware Statute,� as the same exists or may thereafter be amended (but, in the case of any
such amendment, only to the extent that such amendment permits the Issuer to provide broader indemnification rights than permitted prior
thereto), against all expense, liability and loss (including attorney�s fees, judgments, fines, ERISA excise taxes or penalties and amounts paid in
settlement) reasonably incurred or suffered by such indemnitee in connection therewith and such indemnification shall continue as to an
indemnitee who has ceased to be a director, officer, employee or agent and shall inure to the benefit of the indemnitee�s heirs, executors and
administrators; provided, however, that except as otherwise provided in the certificate of incorporation, with respect to proceedings to enforce
rights to indemnification, the Issuer shall indemnify any such indemnitee in connection with a proceeding (or part thereof) initiated by such
indemnitee only if such proceeding (or part thereof) was authorized by the board of directors of the Issuer.

The right to indemnification conferred in our certificate of incorporation is a contract right and includes the right to have the Issuer pay the
expenses incurred in defending any such proceeding in advance of its final disposition; provided, however, that, if the Delaware Statute requires,
an advancement of expenses incurred by an indemnitee in his or her capacity as a director or officer (and not in any other capacity in which
service was or is rendered by such indemnitee, including, without limitation, service to an employee benefit plan) shall be made only upon
delivery to the Issuer of an undertaking, by or on behalf of such indemnitee, to repay all amounts so advanced if it shall ultimately be determined
by final judicial decision from which there is no further right to appeal that such indemnitee is not entitled to be indemnified for such expenses.
If a claim under the certificate of incorporation is not paid in full by the Issuer within sixty days after a written claim has been received by the
Issuer, except in the case of a claim for an advancement of expenses, in which case the applicable period shall be twenty days, the indemnitee
may at any time thereafter bring suit against the Issuer to recover the unpaid amount of the claim.

The Issuer�s certificate of incorporation provides that, to the fullest extent permitted by the Delaware Statute, no director of the corporation
shall be liable to the corporation or its stockholders for monetary damages for a breach of fiduciary duty as a director.
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SHARES ELIGIBLE FOR FUTURE SALE

At October 31, 2004, 58,480,908 shares of our common stock were outstanding, excluding:

� 2,578,965 shares issuable upon exercise of options outstanding under our equity incentive plans, at a weighted average exercise price of
$10.80;

� 8,424,908 shares issuable upon the conversion of our 6 3/4% Trust Convertible Preferred Securities at a conversion price of $30.713;

� 384,089 shares issuable under our Colleague Stock Discount Purchase Plan; and

� 28,875,025 shares of common stock issuable upon conversion of the debentures at the initial conversion price.

At October 31, 2004, 3,450,823 shares were available for future awards under our equity incentive plans. Since October 31, 2004, we have
not issued any options or any shares except upon exercise of previously outstanding options.

All of the outstanding shares of our common stock, any shares of our common stock issued under our equity incentive and employee benefit
plans, any shares issued upon the conversion of the Trust Preferred Securities and, following the effectiveness of the registration statement of
which this prospectus is a part (except to the extent that use of the registration statement is suspended as described under �Description of
Debentures � Registration rights� and, if the registration statement is not then effective or use thereof has been suspended, to the extent that the
exemption from registration afforded by Rule 144 is available), the shares of our common stock to be issued upon conversion or repurchase of
the debentures will be freely transferable by persons other than our affiliates. The outstanding shares of our common stock held by, and any
shares of our common stock issued under our equity incentive and employee benefit plans to, our affiliates are restricted securities and may not
be sold other than pursuant to an effective registration statement or Rule 144 or another exemption from registration under the Securities Act.

We have granted and intend to grant options to employees and directors in the ordinary course. We have filed and intend, consistent with
past practice, to file with the SEC registration statements relating to the issuance of shares of our common stock under our equity incentive and
employee benefit plans and the resale of shares of our common stock held by our directors and executive officers.

In general, Rule 144 limits the number of shares that an affiliate of ours can sell within any three-month period to the greater of (i) one
percent of the then outstanding shares of our common stock and (ii) the average weekly trading volume of our common stock during the four
calendar weeks preceding the sale. Sales under Rule 144 are also subject to certain manner-of-sale provisions, notice requirements and the
availability of current public information about us. Under Rule 144, however, a person who has held shares of our common stock that are
restricted securities for a minimum of two years from the later of the date such securities were acquired from us or an affiliate of ours and who is
not, and for the three months prior to the sale of such restricted securities has not been, an affiliate of ours, is free to sell such shares of our
common stock without regard to the volume, manner-of-sale and the other limitations contained in Rule 144. The foregoing summary of
Rule 144 is not intended to be a complete discussion thereof.

No prediction can be made as to the effect, if any, that future sales of shares, or the availability of shares for future sales, will have on the
market price of our common stock prevailing from time to time. Sales of substantial amounts of our common stock in the public market, or the
perception that such sales could occur, could adversely affect prevailing market prices for our common stock and could impair our ability to
raise capital through an offering of our equity securities, at a price that we deem appropriate or at all. The market price of our common stock
could decline as a result of sales by our existing stockholders of a large amount of shares of our common stock in the market after this offering,
or the perception that these sales may occur.
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MATERIAL UNITED STATES FEDERAL AND ESTATE INCOME TAX CONSEQUENCES

The following is a summary of material United States federal income and estate tax consequences of the ownership of debentures and the
shares of common stock into which the debentures may be converted, as of the date hereof. Except where noted, this summary deals only with
debentures and shares of common stock held as capital assets and is applicable only to holders of debentures who purchased the debentures at
original issuance at their issue price. This summary does not deal with persons subject to special treatment under the United States federal
income and estate tax laws, including:

� dealers in securities or currencies;

� financial institutions;

� regulated investment companies;

� real estate investment trusts;

� tax exempt organizations;

� insurance companies;

� persons holding the debentures as part of a hedging, integrated, conversion or constructive sale transaction or a straddle;

� traders in securities that have elected the mark-to-market method of accounting for their securities;

� persons liable for alternative minimum tax;

� persons who are investors in a pass-through entity; or

� U.S. persons whose �functional currency� is not the U.S. dollar.

This summary is based upon provisions of the Internal Revenue Code of 1986, as amended (the �Code�), and regulations, rulings and judicial
decisions as of the date hereof. Those authorities may be changed, perhaps retroactively, so as to result in United States federal income and
estate tax consequences different from those summarized below. This summary does not represent a detailed description of the United States
federal income and estate tax consequences to you in light of your particular circumstances. We cannot assure you that a change in law will not
alter significantly the tax considerations that we describe in this summary.

If a partnership holds our debentures or shares of common stock, the tax treatment of a partner will depend upon the status of the partner
and the activities of the partnership. If you are a partner of a partnership holding our debentures or shares of common stock, you should consult
your tax advisors.

If you are considering the purchase of debentures, you should consult your own tax advisors concerning the particular United
States federal income and estate tax consequences to you of the ownership of the debentures, as well as the consequences to you arising
under the laws of any other taxing jurisdiction.

As used herein, the term �U.S. holder� means a beneficial owner of debentures or shares of common stock that is for United States federal
income tax purposes:

� a citizen or resident of the United States;

� a corporation or partnership created or organized in or under the laws of the United States or any political subdivision of the United States;
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� an estate the income of which is subject to United States federal income taxation regardless of its source; or

� a trust if it (i) is subject to the primary supervision of a court within the United States and one or more U.S. persons have the authority to
control all substantial decisions of the trust or (ii) has a
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valid election in effect under applicable United States Treasury regulations to be treated as a U.S. person.

A �non-U.S. holder� is a beneficial owner of debentures or shares of common stock that is not a U.S. holder. Special rules may apply to
certain non-U.S. holders such as �controlled foreign corporations,� �passive foreign investment companies,� �foreign personal holding companies� and
in certain circumstances, individuals that are expatriates. Such non-U.S. holders should consult their own tax advisors to determine the United
States federal, state, local and other tax consequences that may be relevant to them.

Consequences to U.S. holders

Payments of interest. U.S. holders of debentures will be required to recognize as ordinary income any stated interest paid or accrued on the
debentures, in accordance with their regular method of accounting for U.S. federal income tax purposes.

Market discount and bond premium. Debentures purchased at a �market discount� that exceeds a statutorily defined de minimis amount will
be subject to the �market discount� rules. �Market discount� is the excess of a debt instrument�s stated redemption price at maturity over the holder�s
basis in such debt instrument immediately after its acquisition. The stated redemption price at maturity of a debt instrument is the sum of all
amounts payable with respect to the debt instrument, whether denominated as principal or interest (other than qualified stated interest payments).
Qualified stated interest means stated interest that is unconditionally payable in cash or other property (other than additional debt instruments of
the issuer) at least annually at a single fixed rate (or at certain qualifying variable rates).

Any gain on sale of debentures attributable to unrecognized accrued market discount will be treated as ordinary income. The amount of
accrued market discount is calculated on a ratable basis or, at the election of the holder, on a constant yield to maturity basis. In addition, if you
acquire debentures at a market discount, you may be required to defer a portion of any interest expense that otherwise would be deductible on
any indebtedness incurred or maintained to purchase or carry the debt instrument until the you dispose of the debentures in a taxable transaction.

Instead of recognizing any market discount upon a disposition of debentures (and being required to defer any applicable interest expense),
you may elect to include market discount in income currently as the discount accrues. Any current accruals of market discount with respect to
debentures pursuant to that election should be treated as interest on the notes (as discussed above). The current income inclusion election, once
made, applies to all market discount obligations you acquire on or after the first day of the first taxable year in which the election applies, and
may not be revoked without the consent of the IRS. If you make the current income inclusion election, your tax basis in your debentures will
increase by the amount of market discount you include in your income.

In the event you purchase debentures at a premium, i.e., for an amount in excess of the amount payable at maturity, you may elect to offset
payments of qualified stated interest on those debentures by an allocable portion of the premium (which will result in a corresponding reduction
in your tax basis in the debentures). The portion of the premium allocable to each interest payment is calculated based on the yield to maturity
for the debentures. If you elect to amortize bond premium with respect to your debentures, that election will also apply to all other debt
instruments you held during the year in which the election is made and to all debt instruments you acquire after that year. The election may not
be revoked without the consent of the IRS.

Although the treatment of conversion of debentures with accrued market discount is not free from doubt, if you convert debentures with
accrued market discount, you should not be required to recognize market discount at the time of conversion. Any unrecognized accrued market
discount that existed at the time of conversion should be treated as ordinary income upon the disposition of the common stock received on
conversion. If you hold debentures with market discount and elect to convert those debentures into common stock, you are urged to consult your
tax advisor.
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Sale, exchange, redemption or other disposition of debentures. Except as provided below under �Conversion of debentures into common
stock, cash or a combination thereof,� you will recognize gain or loss upon the sale, exchange, redemption or other disposition of a debenture
equal to the difference between the amount realized (less accrued interest, which will be taxable as such) upon the sale, exchange, redemption or
other disposition and your adjusted tax basis in the debenture. Your tax basis in a debenture will be equal to the amount you paid for the
debenture. Any gain or loss recognized on a taxable disposition of the debenture will be capital gain or loss (except to the extent of any
unrecognized accrued market discount on the debenture, which will be treated as ordinary income as discussed above under �Market discount and
bond premium�). If you are an individual and have held the debenture for more than one year, such capital gain will be subject to reduced rates of
taxation. Your ability to deduct capital losses may be limited.

Conversion of debentures into common stock, cash or a combination thereof. We intend to take the position that neither gain nor loss will be
recognized by holders on the exchange of debentures into shares of common stock upon conversion or repurchase, except to the extent of cash
received, if any, including any cash received in lieu of a fractional share and except to the extent of amounts received with respect to accrued
interest, which will be taxable as such. If you receive solely cash in exchange for your debentures upon conversion or repurchase, your gain or
loss will be determined in the same manner as if you disposed of the debentures in a taxable disposition (as described above under �Sale,
exchange, redemption or other disposition of debentures�). If a combination of cash and stock is received in exchange for your debentures upon
conversion or repurchase, we intend to take the position that gain, but not loss, will be recognized equal to the excess of the fair market value of
the common stock and cash received (other than amounts attributable to accrued interest, which will be treated as such, and cash in lieu of a
fractional share) over your adjusted tax basis in the debenture (excluding the portion of the tax basis that is allocable to any fractional share), but
in no event should the gain recognized exceed the amount of cash received. The amount of gain or loss recognized on the receipt of cash in lieu
of a fractional share will be equal to the difference between the amount of cash you receive in respect of the fractional share and the portion of
your adjusted tax basis in the debenture that is allocable to the fractional share. For a discussion of the tax consequences of converting
debentures with accrued market discount, see �Market discount and bond premium� above.

The tax basis of the shares of common stock received upon a conversion or repurchase (other than common stock attributable to accrued
interest, the tax basis of which will equal its fair market value) will equal the adjusted tax basis of the debenture that was converted or
repurchased (excluding the portion of the tax basis that is allocable to any fractional share), reduced by the amount of any cash received (other
than cash received in lieu of a fractional share or cash attributable to accrued interest), and increased by the amount of gain, if any, recognized
(other than with respect to a fractional share). Your holding period for shares of common stock will include the period during which you held the
debentures except that the holding period of any common stock received with respect to accrued interest will commence on the day after the date
of receipt.

Constructive distributions. The conversion rate of the debentures will be adjusted in certain circumstances. Under Section 305(c) of the
Code, adjustments (or failures to make adjustments) that have the effect of increasing your proportionate interest in our assets or earnings may in
some circumstances result in a deemed distribution to you. Adjustments to the conversion rate made pursuant to a bona fide reasonable
adjustment formula that has the effect of preventing the dilution of the interest of the holders of the debentures, however, will not be considered
to result in a deemed distribution to you. Certain of the possible conversion rate adjustments provided in the debentures (including, without
limitation, adjustments in respect of taxable dividends to holders of our common stock) may not qualify as being pursuant to a bona fide
reasonable adjustment formula. If such adjustments are made, the U.S. holders of debentures will be deemed to have received a distribution even
though they have not received any cash or property as a result of such adjustments. Any deemed distributions will be taxable as a dividend,
return of capital, or capital gain in accordance with the earnings and profits rules under the Code. It is not clear whether a constructive dividend
deemed paid to you would be eligible for the preferential rates of United States federal income tax
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applicable in respect of certain dividends received under recently enacted legislation. It is also unclear whether corporate holders would be
entitled to claim the dividends received deduction with respect to any such constructive dividends.

Distributions on shares of our common stock. Distributions paid on our common stock, other than certain pro rata distributions of shares of
our common stock, will be treated as dividends to the extent paid out of current or accumulated earnings and profits (as determined under
U.S. federal income tax principles) and will be includible in income by a U.S. holder and taxable as ordinary income when received. Dividends
paid to a U.S. holder that is a corporation may qualify for the dividends received deduction. Under recently enacted legislation, dividends
received by a non-corporate U.S. holder may be subject to U.S. federal income tax at lower rates than other types of ordinary income if certain
conditions are met. U.S. holders should consult their own tax advisors regarding the implications of this new legislation to their particular
circumstances. If a distribution exceeds our current and accumulated earnings and profits, the excess will be treated as a tax-free return of a
U.S. holder�s investment, up to and in reduction of the U.S. holder�s tax basis in shares of our common stock issued upon conversion or
repurchase of the debentures. Any remaining excess will be treated as capital gain.

Sale or other disposition of shares of our common stock. You will recognize capital gain or loss on the sale or other taxable disposition of
shares of common stock for U.S. federal income tax purposes (except to the extent of any unrecognized accrued market discount on the
debenture from which your common stock was converted, which should be treated as ordinary income as discussed above under �Market discount
and bond premium�), which will be long-term capital gain or loss if you held shares of our common stock for more than one year. The amount of
gain or loss will be equal to the difference between your tax basis in the shares of common stock disposed of and the amount you realize on the
disposition. Long-term capitalized gains recognized by certain non-corporate U.S. holders, including individuals, are subject to a maximum
regular U.S. federal income tax rate of 15%. The deductibility of capital losses is subject to limitations.

Information reporting and backup withholding. Information reporting requirements will apply to payments of interest on the debentures and
dividends on shares of common stock and to the proceeds of a sale of a debenture or share of common stock paid to you unless you are an
exempt recipient such as a corporation. A 28% backup withholding tax will apply to those payments if you fail to provide your taxpayer
identification number, or certification of foreign or other exempt status, or if you fail to report in full interest and dividend income.

Any amounts withheld under the backup withholding rules will be allowed as a refund or a credit against your United States federal income
tax liability provided the required information is furnished to the Internal Revenue Service.

Consequences to Non-U.S. Holders

Payments of Interest. The 30% United States federal withholding tax will not apply to any payment to you of interest on a debenture under
the �portfolio interest rule� provided that:

� interest paid on the debenture is not effectively connected with your conduct of a trade or business in the United States;

� you do not actually (or constructively) own 10% or more of the total combined voting power of all classes of our voting stock within the
meaning of the Code and applicable United States Treasury regulations;

� you are not a controlled foreign corporation that is related to us through stock ownership;

� you are not a bank whose receipt of interest on a debenture is described in section 881(c)(3)(A) of the Code; and

� either (a) you provide your name and address on an Internal Revenue Service (�IRS�) Form W-8BEN (or other applicable form), and certify,
under penalties of perjury, that you are not
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a United States person or (b) you hold your debentures through certain foreign intermediaries and satisfy the certification requirements of
applicable United States Treasury regulations.

Special rules apply to non-U.S. holders that are pass-through entities rather than corporations or individuals.

If you cannot satisfy the requirements described above, payments of interest made to you will be subject to the 30% United States federal
withholding tax, unless you provide us with a properly executed:

� IRS Form W-8BEN (or other applicable form) claiming an exemption from or reduction in withholding under the benefit of an applicable
income tax treaty; or

� IRS Form W-8ECI (or other applicable form) stating that interest paid on the debentures is not subject to withholding tax because it is
effectively connected with your conduct of a trade or business in the United States (as discussed below under �United States federal income
tax�).

If you are engaged in a trade or business in the United States and interest on the debentures is effectively connected with the conduct of that
trade or business and, if required by an applicable income tax treaty, is attributable to a United States permanent establishment, then you will be
subject to United States federal income tax on that interest on a net income basis (although you will be exempt from the 30% United States
federal withholding tax, provided the certification requirements discussed above in �Payments of interest� are satisfied) in the same manner as if
you were a United States person as defined under the Code. In addition, if you are a foreign corporation, you may be subject to a branch profits
tax equal to 30% (or lower applicable income tax treaty rate) of such interest, subject to adjustments.

Dividends and constructive dividends. Any dividends paid to you with respect to the shares of common stock (and any deemed dividends
resulting from certain adjustments, or failure to make adjustments, to the conversion rate, including, without limitation, adjustments in respect of
taxable dividends to holders of our common stock, see �Constructive distributions� above) will be subject to withholding tax at a 30% rate (or
lower applicable income tax treaty rate). However, dividends that are effectively connected with the conduct of a trade or business within the
United States and, where a tax treaty applies, are attributable to a U.S. permanent establishment, are not subject to the withholding tax, but
instead are subject to United States federal income tax on a net income basis at applicable graduated individual or corporate rates. Certain
certification requirements and disclosure requirements must be complied with in order for effectively connected income to be exempt from
withholding. Any such effectively connected income received by a foreign corporation may, under certain circumstances, be subject to an
additional branch profits tax at a 30% rate (or lower applicable income tax treaty rate).

A non-U.S. holder of shares of common stock who wishes to claim the benefit of an applicable treaty rate is required to satisfy applicable
certification and other requirements. If you are eligible for a reduced rate of United States withholding tax pursuant to an income tax treaty, you
may obtain a refund of any excess amounts withheld by filing an appropriate claim for refund with the Internal Revenue Service.

As described more fully under �Description of Debentures � Registration rights,� upon the occurrence of certain enumerated events we may be
required to pay additional interest to you. Payments of additional interest may be subject to federal withholding.

Conversion of debentures into common stock. Neither gain nor loss will be recognized by non-U.S. holders on the exchange of debentures
into shares of our common stock upon conversion, except to the extent of cash received in lieu of a fractional share (which will be treated as
described below under �� Sale, exchange, redemption or other disposition of debentures or shares of common stock�) and common stock
attributable to accrued interest (which will be treated as described above under �� Payments of interest�).
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Sale, exchange, redemption or other disposition of debentures or shares of common stock. Any gain realized upon the sale, exchange,
redemption or other disposition of a debenture or share of common stock will not be subject to United States federal income tax unless:

� that gain is effectively connected with your conduct of a trade or business in the United States;

� you are an individual who is present in the United States for 183 days or more in the taxable year of that disposition, and certain other
conditions are met; or

� we are or have been a �U.S. real property holding corporation� for United States federal income tax purposes.

An individual non-U.S. holder described in the first bullet point above will be subject to U.S. federal income tax on the net gain derived
from the sale. An individual non-U.S. holder described in the second bullet point above will be subject to a flat 30% U.S. federal income tax on
the gain derived from the sale, which may be offset by U.S. source capital losses, even though the holder is not considered a resident of the
United States. A non-U.S. holder that is a foreign corporation and is described in the first bullet point above will be subject to tax on gain under
regular graduated U.S. federal income tax rates and, in addition, may be subject to a branch profits tax at a 30% rate or a lower rate if so
specified by an applicable income tax treaty.

We believe that we are not and do not anticipate becoming a �U.S. real property holding corporation� for United States federal income tax
purposes.

United States federal estate tax. Your estate will not be subject to United States federal estate tax on debentures beneficially owned by you
at the time of your death, provided that any payment to you on the debentures would be eligible for exemption from the 30% United States
federal withholding tax under the �portfolio interest rule� described above under �Payments of interest� without regard to the statement requirement
described in the last bullet point and, at the time of your death, payments with respect to the debenture would not have been effectively
connected with the conduct by you of a trade or business in the United States. However, shares of common stock held by you at the time of your
death will be included in your gross estate for United States federal estate tax purposes unless an applicable estate tax treaty provides otherwise.

Information reporting and backup withholding. We must report to the IRS and to you the amount of interest and dividends paid to you and
the amount of tax, if any, withheld with respect to those payments. Copies of the information returns reporting such interest payments and any
withholding may also be made available to the tax authorities in the country in which you reside under the provisions of an applicable income
tax treaty.

You will not be subject to backup withholding with respect to payments of interest or dividends that we make to you provided that we do
not have actual knowledge or reason to know that you are a United States person, as defined under the Code, and we have received from you the
statement described above in the last bullet point under �Payments of interest.�

In addition, no information reporting or backup withholding will be required regarding the proceeds of the sale of a debenture made within
the United States or conducted through certain United States-related financial intermediaries, if the payor receives the statement described above
and does not have actual knowledge or reason to know that you are a United States person, as defined under the Code, or you otherwise establish
an exemption.

Any amounts withheld under the backup withholding rules will be allowed as a refund or a credit against your United States federal income
tax liability provided the required information is furnished to the IRS.
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CERTAIN ERISA CONSIDERATIONS

The following is a summary of material considerations associated with the purchase and holding of the debentures and the common stock
issuable upon conversion or repurchase thereof by employee benefit plans that are subject to Title I of the Employee Retirement Income Security
Act of 1974, as amended (�ERISA�), plans, individual retirement accounts and other arrangements that are subject to Section 4975 of the Code or
provisions under any federal, state, local, non-U.S. or other laws or regulations that are similar to such provisions of ERISA or the Code
(collectively, �Similar Laws�), and entities whose underlying assets are considered to include �plan assets� (within the meaning of ERISA or of any
Similar Laws) of such plans, accounts and arrangements (each, a �Plan�).

General fiduciary matters

ERISA and the Code impose certain duties on persons who are fiduciaries of a Plan subject to Title I of ERISA or Section 4975 of the Code
(an �ERISA Plan�) and prohibit certain transactions involving the assets of an ERISA Plan and its fiduciaries or other interested parties. Under
ERISA and the Code, any person who exercises any discretionary authority or control over the administration of such an ERISA Plan or the
management or disposition of the assets of such an ERISA Plan, or who renders investment advice for a fee or other compensation to such an
ERISA Plan, is generally considered to be a fiduciary of the ERISA Plan.

In considering an investment in the debentures and the common stock issuable upon conversion or repurchase thereof of a portion of the
assets of any Plan, a fiduciary should determine whether the investment is in accordance with the documents and instruments governing the Plan
and the applicable provisions of ERISA, the Code or any Similar Laws relating to a fiduciary�s duties to the Plan including, without limitation,
the prudence, diversification, delegation of control and prohibited transaction provisions of ERISA, the Code and any other applicable Similar
Laws.

Prohibited transaction issues

Section 406 of ERISA and Section 4975 of the Code prohibit ERISA Plans from engaging in specified transactions involving plan assets
with persons or entities who are �parties in interest,� within the meaning of ERISA, or �disqualified persons,� within the meaning of Section 4975 of
the Code, unless an exemption is available. A party in interest or disqualified person who engages in a non-exempt prohibited transaction may be
subject to excise taxes and other penalties and liabilities under ERISA and the Code. In addition, the fiduciary of the ERISA Plan that engages in
such a non-exempt prohibited transaction may be subject to penalties and liabilities under ERISA and the Code whether or not the underlying
assets of the company were deemed to include �plan assets� as described below. The acquisition and/or holding of debentures and the common
stock issuable upon conversion or repurchase thereof by an ERISA Plan with respect to which we or the initial purchasers are considered a party
in interest or disqualified person may constitute or result in a direct or indirect prohibited transaction under Section 406 of ERISA and/or
Section 4975 of the Code, unless the investment is acquired and is held in accordance with an applicable statutory, class or individual prohibited
transaction exemption. In this regard, the U.S. Department of Labor has issued prohibited transaction class exemptions (�PTCEs�) that may apply
to the acquisition and holding of the debentures and common stock issuable upon conversion or repurchase thereof. These class exemptions
include, without limitation, PTCE 84-14 respecting transactions determined by independent qualified professional asset managers, PTCE 90-1,
respecting insurance company pooled separate accounts, PTCE 91-38, respecting bank collective investment funds, PTCE 95-60, respecting life
insurance company general accounts and PTCE 96-23, respecting transactions determined by in-house asset managers, although there can be no
assurance that all of the conditions of any such exemptions will be satisfied.

Because of the foregoing, the debentures and the common stock issuable upon conversion or repurchase thereof should not be purchased or
held by any person investing �plan assets� of any Plan,
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unless such purchase and holding will not constitute a non-exempt prohibited transaction under ERISA and the Code or similar violation of any
applicable Similar Laws.

Plan asset issues

ERISA and the Code do not define �plan assets.� However, regulations (the �Plan Asset Regulations�) promulgated under ERISA by the DOL
generally provide that when an ERISA Plan acquires an equity interest in an entity that is neither a �publicly-offered security� nor a security issued
by an investment company registered under the Investment Company Act, the ERISA Plan�s assets include both the equity interest and an
undivided interest in each of the underlying assets of the entity unless it is established either that equity participation in the entity by �benefit plan
investors� is not significant or that the entity is an �operating company,� in each case as defined in the Plan Asset Regulations. The Plan Asset
Regulations define an �equity interest� as any interest in an entity, other than an instrument that is treated as indebtedness under applicable local
law and which has no substantial equity features. There can be no assurances that the debentures would be characterized as debt rather than
equity by the DOL, the IRS or any other relevant authority, or under applicable local law, but in any event the common stock issuable upon
conversion or repurchase of the debentures would be characterized as equity. If our assets were deemed to be �plan assets� under ERISA, this
would result, among other things, in (i) the application of the prudence and other fiduciary responsibility standards of ERISA to investments
made by us, and (ii) the possibility that certain transactions in which we might seek to engage could constitute �prohibited transactions� under
ERISA and the Code.

It is not anticipated that (i) the debentures or the common stock issuable upon conversion or repurchase thereof will constitute �publicly
offered securities� for purposes of the Plan Asset Regulations, (ii) we will be an investment company registered under the Investment Company
Act, or (iii) we will be in a position to monitor whether investment in the debenture or the common stock issuable upon conversion or repurchase
thereof by benefit plan investors will be significant for purposes of the Plan Asset Regulations. It is anticipated that we will qualify as an
operating company within the meaning of the Plan Asset Regulations, although no assurances can be given in this regard.

Representation

Accordingly, by acceptance of a debenture or the common stock issuable upon conversion or repurchase thereof, each purchaser and
subsequent transferee will be deemed to have represented and warranted that either (i) no portion of the assets used by such purchaser or
transferee to acquire and hold the debentures (and common stock issuable upon conversion or repurchase thereof) constitutes assets of any Plan
or (ii) the purchase and holding of the debentures (and the common stock issuable upon conversion or repurchase thereof) by such purchaser or
transferee will not constitute a non-exempt prohibited transaction under Section 406 of ERISA or Section 4975 of the Code or similar violation
under any applicable Similar Laws.

The foregoing discussion is general in nature and is not intended to be all-inclusive. Due to the complexity of these rules and the penalties
that may be imposed upon persons involved in non-exempt prohibited transactions, it is particularly important that fiduciaries or other persons
considering purchasing the debentures (and holding the debentures or common stock issuable upon conversion or repurchase thereof) on behalf
of, or with the assets of, any Plan, consult with their counsel regarding the potential applicability of ERISA, Section 4975 of the Code and any
Similar Laws to such transactions and whether an exemption would be applicable.
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PLAN OF DISTRIBUTION

The selling securityholders and their subsequent transferees, pledges, donees and successors may from time to time offer and sell the
debentures and shares of our common stock issued upon conversion thereof directly to purchasers or through underwriters, broker-dealers or
agents, who may receive compensation in the form of underwriting discounts, concessions or commissions from the selling securityholders or
the purchasers of securities for whom they may act as agent, which discounts, concessions or commissions as to any particular underwriter,
broker-dealer or agent may be in excess of those customary in the types of transactions involved.

Debentures and shares of our common stock issued upon conversion thereof offered hereby may be sold in one or more transactions at:

� fixed prices;

� prevailing market prices at the time of sale;

� varying prices determined at the time of sale; or

� negotiated prices.

These sales may be effected in transactions, which may involve block transactions or crosses, in the following manner:

� on any national securities exchange, including the NYSE with respect to our common stock, or quotation service on which the debentures
or our common stock may be listed or quoted at the time of sale;

� in the over-the-counter-market;

� in transactions otherwise than on these exchanges or services or in the over-the-counter market; or

� through the writing and exercise of options, whether these options are listed on any options exchange or otherwise.

In connection with sales of debentures and shares of our common stock issued upon conversion thereof offered hereby, the selling
securityholders may enter into hedging transactions with broker-dealers or other financial institutions, which may in turn engage in short sales of
debentures and shares of our common stock issued upon conversion thereof offered hereby in the course of hedging positions they assume. The
selling securityholders may sell debentures and shares of our common stock issued upon conversion thereof offered hereby short and deliver
debentures and shares of our common stock issued upon conversion thereof offered hereby to close out short positions, or loan or pledge
debentures and shares of our common stock issued upon conversion thereof offered hereby to broker-dealers that in turn may sell these
debentures and shares of our common stock issued upon conversion thereof offered hereby.

Our outstanding common stock is listed for trading on the NYSE under the symbol �TWR.� We do not intend to list the debentures for trading
on any national securities exchange or for quotation through any automated quotation system. We cannot assure you that an active trading
market will develop or continue for the debentures.

In order to comply with the securities laws of some jurisdictions, if applicable, the holders of debentures and shares of our common stock
issued upon conversion thereof offered hereby may offer and sell those debentures and shares of our common stock issued upon conversion
thereof offered hereby in such jurisdictions only through registered or licensed brokers or dealers. In addition, under certain circumstances, in
some jurisdictions the debentures and shares of our common stock issued upon conversion thereof offered hereby may not be offered or sold
unless they have been registered or qualified for sale in the applicable jurisdiction or an exemption from registration or qualification
requirements is available and is complied with.
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Because they are broker-dealers registered under Section 15(a) of the Exchange Act, each of Citigroup Global Markets Inc., J.P. Morgan
Securities Inc., Morgan Stanley & Co. Incorporated, Van Kampen Harbor Fund and Wachovia Capital Markets LLC is an �underwriter� within the
meaning of the Securities Act. Because they are affiliated with broker-dealers registered under Section 15(a) of the Exchange Act, each of
Amaranth LLC, BNP Paribas Equity Strategies, SNC, Citigroup Global Markets Ltd, Fidelity Puritan Trust: Fidelity Balanced Fund, Highbridge
International LLC, Mellon HBV Master Convertible Arbitrage Fund LP, Mellon HBV Master Leveraged Multi-Strategy Fund LP, Mellon HBV
Master Multi-Strategy Fund LP, Mellon HBV Rediscovered Opportunities Fund LP, Morgan Stanley Convertible Securities Trust, The
Northwestern Mutual Life Insurance Company � General Account, The Northwestern Mutual Life Insurance Company � Group Annuity Separate
Account and Victus Capital, LP is an �underwriter� within the meaning of the Securities Act. In addition, the other selling securityholders and any
underwriters, broker-dealers or agents that participate in the sale of debentures and shares of our common stock issued upon conversion thereof
offered hereby may be �underwriters� within the meaning of Section 2(11) of the Securities Act. As underwriters, any discounts, commissions,
concessions or profits they earn on any sale of debentures and shares of our common stock issued upon conversion thereof would be deemed
underwriting compensation under the Securities Act.

The selling securityholders have acknowledged that they understand their obligations to comply with the provisions of the Exchange Act
and the rules thereunder relating to stock manipulation, particularly Regulation M, and have agreed that they will not engage in any transaction
in violation of such provisions.

If required, at the time of a particular offering of debentures and shares of our common stock issued upon conversion thereof offered hereby
by a selling securityholder, a supplement to this prospectus will be circulated setting forth the name or names of any underwriters, broker-dealers
or agents, any discounts, commissions or other terms constituting compensation for underwriters and any discounts, commissions or concessions
allowed or reallowed or paid to agents or broker-dealers.

The registration rights agreement pursuant to which we have filed with the SEC the registration statement of which this prospectus is a part
provides for cross indemnification of the selling securityholders and us and their and our respective directors, officers and controlling persons
against specified liabilities in connection with the offer and sale of debentures and shares of our common stock issued upon conversion thereof
offered hereby, including liabilities under the Securities Act. In the event the selling securityholders sell debentures and shares of our common
stock issued upon conversion thereof offered hereby through any underwriter, the registration rights agreement provides for indemnification by
us of those underwriters and their respective directors, officers and controlling persons against specified liabilities in connection with the offer
and sale of those debentures and shares of our common stock issued upon conversion thereof offered hereby. Pursuant to the registration rights
agreement, we will bear all fees and expenses incurred in connection with the registration of the debentures and shares of our common stock
issued upon conversion thereof offered hereby, except that selling securityholders will pay all broker�s commissions and, in connection with any
underwritten offering, underwriting discounts and commissions.
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LEGAL MATTERS

Certain legal matters regarding the validity of the securities will be passed upon for us by Kirkland & Ellis LLP, Chicago, Illinois (a limited
liability partnership which includes professional corporations).

EXPERTS

Our consolidated financial statements and the related financial statement schedules as of and for the years ended December 31, 2003 and
2002, incorporated in this prospectus by reference from our Annual Report on Form 10-K for the year ended December 31, 2003 have been
audited by Deloitte & Touche LLP, an independent registered public accounting firm, as stated in their reports incorporated herein by reference
(which report on the consolidated financial statements expresses an unqualified opinion and includes explanatory paragraphs relating to (i) the
change in method of accounting for certain variable interest entities and the change in method of accounting for goodwill and (ii) the application
of procedures relating to certain disclosures of financial statement amounts related to the 2001 consolidated financial statements that were
audited by other auditors who have ceased operations and for which they have expressed no opinion or other form of assurance other than with
respect to such disclosures) and have been so incorporated in reliance upon the reports of such firm given upon their authority as experts in
accounting and auditing.

Our consolidated financial statements for the year ended December 31, 2001 incorporated by reference in this prospectus have been audited
by Arthur Andersen LLP. Arthur Andersen LLP has not reissued its report with respect to those consolidated financial statements, and we have
not been able to obtain, after reasonable efforts, Arthur Andersen LLP�s written consent to the inclusion in this prospectus of said report. As a
result, you may not have an effective remedy against Arthur Andersen LLP in connection with any material misstatement or omission in the
consolidated financial statements to which its audit report relates. In addition, even if you were able to assert such a claim, as a result of its
recent conviction of Federal obstruction of justice charges and other lawsuits, Arthur Andersen LLP may fail or otherwise have insufficient
assets to satisfy claims made by investors that might arise under Federal securities laws or otherwise with respect to its audit report.

WHERE YOU CAN FIND MORE INFORMATION

We are subject to the informational reporting requirements of the Securities Exchange Act of 1934, as amended, or the �Exchange Act,� and
in accordance therewith file reports, proxy statements and other information with the Securities and Exchange Commission. You can inspect and
copy these reports, proxy statements and other information at the Public Reference Room of the SEC, 450 Fifth Street, N.W., Washington, D.C.
20549. You can obtain copies of these materials from the Public Reference Section of the SEC, 450 Fifth Street, N.W., Washington, D.C. 20549,
at prescribed rates. Please call the SEC at 1-800-SEC-0330 for further information on the operation of the public reference room. Our SEC
filings will also be available to you on the SEC�s Web site. The address of this site is http://www.sec.gov.

We have filed with the SEC a shelf registration statement on Form S-3 under the Securities Act of 1933 with respect to our securities
described in this prospectus. References to the �registration statement� or the �registration statement of which this prospectus is a part� means the
original registration statement and all amendments, including all schedules and exhibits. This prospectus does not, and any prospectus
supplement will not, contain all of the information in the registration statement because we have omitted parts of the registration statement in
accordance with the rules of the SEC. Please refer to the registration statement for any information in the registration statement that is not
contained in this prospectus or a prospectus supplement. The registration statement is available to the public over the Internet at the SEC�s web
site described above and can be read and copied at the locations described above.

Each statement made in this prospectus or a prospectus supplement concerning a document filed as an exhibit to the registration statement is
qualified in its entirety by reference to that exhibit for a complete description of its provisions.
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INCORPORATION OF CERTAIN DOCUMENTS BY REFERENCE

We incorporate by reference the documents listed below and any future filings made by us with the SEC under Sections 13(a), 13(c), 14 or
15(d) of the Exchange Act until the sale of all of the debentures that are part of this offering.

1. Our annual report on Form 10-K for the year ended December 31, 2003 and the portions of the proxy statement dated April 16, 2004
that are incorporated by reference into the Form 10-K.

2. Our quarterly reports on Form 10-Q for the quarters ended March 31, 2004, June 30, 2004 and September 30, 2004.

3. Our current reports on Form 8-K dated February 10, 2004, March 1, 2004, March 8, 2004, March 11, 2004 (filed on March 11,
2004), March 11, 2004 (filed on March 26, 2004), April 6, 2004, May 4, 2004, May 18, 2004, May 25, 2004, July 26, 2004, September 8,
2004, September 17, 2004, September 20, 2004, October 20, 2004, October 28, 2004 (filed on November 2, 2004), November 12, 2004 and
December 3, 2004 and our current reports on Form 8-K/A dated May 25, 2004 and October 20, 2004.
If you make a request for such information in writing or by telephone, we will provide you, without charge, a copy of any or all of the

information incorporated by reference in this prospectus. Any such request should be directed to:

Tower Automotive, Inc.

27175 Haggerty Road
Novi, Michigan 48377

Telephone: (248) 675-6000
Attention: Investor Relations

The indenture provides that we will, whether or not we have a class of securities registered under the Exchange Act, provide the trustee and
the holders of the debentures (i) all annual and quarterly financial information that would be required to be filed on a Form 10-K and 10-Q (or
any successor forms) as if issuer were required to file such forms and, with respect to the annual financial information, a report thereon by our
certified independent accountants and (ii) all information that would be required to be contained in current reports that would be required to be
filed with the SEC on Form 8-K. Provision of this information is subject to certain qualifications.

You should consider any statement contained in a document incorporated or considered incorporated by reference into this prospectus to be
modified or superceded to the extent that a statement contained in this prospectus, or in any subsequently filed document that is also
incorporated or deemed to be incorporated by reference into this prospectus, modifies or conflicts with the earlier statement. You should not
consider any statement modified or superceded, except as modified or superceded, to constitute a part of this prospectus. The information on our
World Wide Website and any other Website which is referred to in this prospectus is not a part of this prospectus.
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PART II

INFORMATION NOT REQUIRED IN PROSPECTUS

Item 14. Other Expenses of Issuance and Distribution.
The following is a statement of expenses, to be paid solely by us, of the offering of the securities being registered hereby. All amounts are

estimated and subject to change, except for the SEC registration fee and NYSE listing fee.

SEC Registration Fee $ 13,819
NYSE Listing Fees 51,300
Printing Expenses 50,000
Legal Fees and Expenses 75,000
Accounting Fees and Expenses 25,000
Miscellaneous Fees 14,881

Total $230,000

Item 15. Indemnification of Directors and Officers.
Tower Automotive, Inc. is incorporated under the laws of the State of Delaware. Section 145 of the General Corporation Law of the State of

Delaware (the �Delaware Statute�) provides that a Delaware corporation may indemnify any persons who are, or are threatened to be made, parties
to any threatened, pending or completed action, suit or proceeding, whether civil, criminal, administrative or investigative (a �proceeding�), other
than an action by or in the right of such corporation, by reason of the fact that such person is or was an officer, director, employee or agent of
such corporation, or is or was serving at the request of such corporation as a director, officer, employee or agent of another corporation or
enterprise (an �indemnified capacity�). The indemnity may include expenses, including attorneys� fees, judgments, fines and amounts paid in
settlement actually and reasonably incurred by such person in connection with such action, suit or proceeding, provided such person acted in
good faith and in a manner he reasonably believed to be in or not opposed to the corporation�s best interests and, with respect to any criminal
action or proceeding, had no reasonable cause to believe that his conduct was illegal. Similar provisions apply to actions brought by or in the
right of the corporation, except that no indemnification shall be made without judicial approval if the officer or director is adjudged to be liable
to the corporation. Where an officer or director is successful on the merits or otherwise in the defense of any action referred to above, the
corporation must indemnify him against the expenses which such officer or director has actually and reasonably incurred. Section 145 of the
Delaware Statute further authorizes a corporation to purchase and maintain insurance on behalf of any indemnified person against any liability
asserted against him and incurred by him in any indemnified capacity, or arising out of his status as such, regardless of whether the corporation
would otherwise have the power to indemnify him under the Delaware Statute.

The amended and restated certificate of incorporation of Tower provides that each person who was or is made a party or is threatened to be
made a party to or is otherwise involved in any action, suit or proceeding, whether civil, criminal, administrative or investigative, by reason of
the fact that he or she is or was a director or officer of Tower or is or was serving at the request of Tower as a director, officer, employee or
agent of another corporation or of a partnership, joint venture, trust or other enterprise, including service with respect to an employee benefit
plan, whether the basis of such proceeding is alleged action in an official capacity as a director, officer, employee or agent or in any other
capacity while serving as a director, officer, employee or agent, shall be indemnified and held harmless by Tower to the fullest extent authorized
by the Delaware Statute, as the same exists or may thereafter be amended (but, in the case of any such amendment, only to the extent that such
amendment permits Tower to provide broader indemnification rights than permitted prior thereto), against all expense, liability and loss
(including attorney�s fees, judgments, fines, ERISA excise taxes or penalties and amounts paid in settlement)
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reasonably incurred or suffered by such indemnitee in connection therewith and such indemnification shall continue as to an indemnitee who has
ceased to be a director, officer, employee or agent and shall inure to the benefit of the indemnitee�s heirs, executors and administrators; provided,
however, that except as otherwise provided in the certificate of incorporation, with respect to proceedings to enforce rights to indemnification,
the Tower shall indemnify any such indemnitee in connection with a proceeding (or part thereof) initiated by such indemnitee only if such
proceeding (or part thereof) was authorized by the board of directors of Tower. The right to indemnification conferred in the certificate of
incorporation is a contract right and includes the right to be paid by Tower the expenses incurred in defending any such proceeding in advance of
its final disposition; provided, however, that, if the Delaware Statute requires, an advancement of expenses incurred by an indemnitee in his or
her capacity as a director or officer (and not in any other capacity in which service was or is rendered by such indemnitee, including, without
limitation, service to an employee benefit plan) shall be made only upon delivery to Tower of an undertaking, by or on behalf of such
indemnitee, to repay all amounts so advanced if it shall ultimately be determined by final judicial decision from which there is no further right to
appeal that such indemnitee is not entitled to be indemnified for such expenses. If a claim under the certificate of incorporation is not paid in full
by Tower within sixty days after a written claim has been received by Tower, except in the case of a claim for an advancement of expenses, in
which case the applicable period shall be twenty days, the indemnitee may at any time thereafter bring suit against Tower to recover the unpaid
amount of the claim.

The amended and restated certificate of incorporation of Tower provides that, to the fullest extent permitted by the Delaware Statute, no
director of the corporation shall be liable to the corporation or its stockholders for monetary damages for a breach of fiduciary duty as a director.

Item 16. Exhibits.
The attached Exhibit Index is incorporated herein by reference.

Item 17. Undertakings.
The undersigned registrant hereby undertakes:

(a) to file, during any period in which offers or sales are being made, a post-effective amendment to this registration statement:

(i) to include any prospectus required by Section 10(a)(3) of the Securities Act of 1933;

(ii) to reflect in the prospectus any facts or events arising after the effective date of this registration statement (or the most recent
post-effective amendment thereof) which, individually or in the aggregate, represent a fundamental change in the information set forth
in this registration statement; however, notwithstanding the foregoing, any increase or decrease in volume of securities offered (if the
total dollar value of securities offered would not exceed that which was registered) and any deviation from the low or high end of the
estimated maximum offering range may be reflected in the form of prospectus filed with the Commission pursuant Rule 424(b) if, in the
aggregate, the changes in volume and price represent no more than a 20% change in the maximum aggregate offering price set forth in
the �Calculation of Registration Fee� table in the effective registration statement; and

(iii) to include any material information with respect to the plan of distribution not previously disclosed in this registration
statement or any material change to such information in this registration statement;

provided, however, that the undertakings set forth in paragraphs (a)(i) and (a)(ii) do not apply if the information required to be included in a
post-effective amendment by those paragraphs is contained in periodic reports filed with or furnished to the Commission by the registrant
pursuant to Section 13 or Section 15(d) of the Securities Exchange Act of 1934 that are incorporated by reference in this registration statement;
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(b) that, for the purpose of determining any liability under the Securities Act of 1933, each such post-effective amendment shall be
deemed to be a new registration statement relating to the securities offered therein, and the offering of the securities at that time shall be
deemed to be the initial bona fide offering thereof; and

(c) to remove from registration by means of a post-effective amendment any of the securities being registered which remain unsold at
the termination of the offering.
The undersigned registrant hereby undertakes that, for purposes of determining any liability under the Securities Act of 1933, each filing of

the registrant�s annual report pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of 1934 (and, where applicable, each filing of an
employee benefit plan�s annual report pursuant to Section 15(d) of the Securities Exchange Act of 1934) that is incorporated by reference in this
registration statement shall be deemed to be a new registration statement relating to the securities offered therein, and the offering of securities at
that time shall be deemed to be the initial bona fide offering thereof.

Insofar as indemnification for liabilities arising under the Securities Act of 1933 may be permitted to directors, officers and controlling
persons of the registrant pursuant to the provisions described under Item 15 above, or otherwise, the registrant has been advised that in the
opinion of the Securities and Exchange Commission such indemnification is against public policy as expressed in the Securities Act and is,
therefore, unenforceable. In the event that a claim for indemnification against such liabilities (other than the payment by the registrant of
expenses incurred or paid by a director, officer or controlling person of the registrant in the successful defense of any action, suit or proceeding)
is asserted by such director, officer or controlling person in connection with the securities being registered, the registrant will, unless in the
opinion of its counsel the matter has been settled by controlling precedent, submit to a court of appropriate jurisdiction the question whether
such indemnification by it is against public policy as expressed in the Securities Act and will be governed by the final adjudication of such issue.

The undersigned registrant hereby undertakes to file an application for the purpose of determining the eligibility of the trustee to act under
subsection (a) of Section 310 of the Trust Indenture Act in accordance with the rules and regulations prescribed by the Commission under
Section 305(b)(2) of the Trust Indenture Act.
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SIGNATURES

Pursuant to the requirements of the Securities Act of 1933, the registrant certifies that it has reasonable grounds to believe that it meets all of
the requirements for filing on Form S-3 and has duly caused this Amendment No. 1 to registration statement to be signed on its behalf by the
undersigned, thereunto duly authorized, in the City of Novi, State of Michigan, on December 14, 2004.

TOWER AUTOMOTIVE, INC.

                      Registrant

By: /s/ JAMES A. MALLAK

Name:   James A. Mallak
Title: Chief Financial Officer and Treasurer

Pursuant to the requirements of the Securities Act of 1933, this Amendment No. 1 to registration statement has been signed below by the
following persons in the capacities indicated on the 14th day of December, 2004.

Signature Title

*

S.A. Johnson

Chairman

*

Kathleen Ligocki

President, Chief Executive Officer and Director
(principal executive officer)

*

James A. Mallak

Chief Financial Officer and Treasurer
(principal financial officer)

*

Christopher T. Hatto

Chief Accounting Officer
(principal accounting officer)

*

Anthony G. Fernandes

Director

*

Juergen M. Geissinger

Director

*

Ali Jenab

Director

*

F. Joseph Loughrey

Director
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Signature Title

James R. Lozelle

Director

*

Georgia R. Nelson

Director

* The undersigned, by signing his or her name hereto, does sign and execute this Amendment No. 1 to registration statement pursuant to
the Power of Attorney executed by the above-named officers and directors previously filed with the Securities and Exchange
Commission.

By: /s/ JAMES A. MALLAK

   James A. Mallak, Attorney-in-Fact
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INDEX TO EXHIBITS

Exhibit No. Description of Exhibit

4.1* Amended and Restated Certificate of Incorporation of the Registrant, as amended by the Certificate of
Amendment to Certificate of Incorporated, dated June 2, 1997, incorporated by reference to Exhibit 4.2 of the
Registrant�s Form S-3 Registration Statement (Registration No. 333-38827).

4.2* Amended and Restated Bylaws of the Registrant, incorporated by reference to Exhibit 3.2 of the Registrant�s
Form S-1 Registration Statement (Registration No. 333-80320) (the �S-1�).

4.3* Form of Common Stock Certificate of the Registrant, incorporated by reference to Exhibit 4.1 of the S-1.
4.4* Indenture, dated as of May 24, 2004, between the Registrant and BNY Midwest Trust Company, as trustee

(including the form of debentures), incorporated by reference to Exhibit 99.2 to the Registrant�s Current Report on
Form 8-K/A dated May 25, 2004.

4.5* Resale Registration Rights Agreement, dated as of May 24, 2004, among the Registrant and J.P. Morgan
Securities Inc. and Morgan Stanley & Co. Incorporated, incorporated by reference to Exhibit 99.4 to the
Registrant�s Current Report on Form 8-K/A dated May 25, 2004.

5.1* Opinion of Kirkland & Ellis LLP.
8.1* Opinion of Kirkland & Ellis LLP regarding federal income tax consequences.

12.1 Statement and Computation of Ratio of Earnings to Fixed Charges for the nine months ended September 30,
2004.**

23.1 Consent of Independent Registered Public Accounting Firm, filed herewith.
23.2 Consent of KPMG Cardenas Dosal, S.C., filed herewith.
23.3* Information Concerning Consent of Arthur Andersen LLP.
23.4* Consent of Kirkland & Ellis LLP (included in Exhibit 5.1).
24.1* Power of Attorney.
25.1* Form T-1 Statement of Eligibility and Qualification of BNY Midwest Trust Company.

* Previously filed.

** Statement and Computation of Ratio of Earnings to Fixed Charges for the years ended December 31, 1999, 2000, 2001, 2002 and 2003 is
incorporated by reference to Exhibit 12.1 to the Registrant�s Annual Report on Form 10-K for the year ended December 31, 2003.
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