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Forward-Looking Statements

The Private Securities Litigation Reform Act of 1995 provides a safe harbor for forward-looking statements made by
us or on our behalf. We may from time to time make written or oral statements that are “forward-looking”, within the
meaning of Section 27A of the Securities Act of 1933, as amended, and Section 21E of the Securities and Exchange
Act of 1934, as amended, including statements contained in this report and other filings with the Securities and
Exchange Commission and reports and other public statements to our shareholders. These statements may, for
example, express expectations or projections about future actions or results that we may anticipate but, due to
developments beyond our control, do not materialize. Actual results could differ materially because of issues and
uncertainties such as those listed herein, which, among others, should be considered in evaluating our financial
outlook. The principal factors that could cause our actual performance and future events and actions to differ
materially from such forward-looking statements include, but are not limited to, changes in the automotive industry,
increased global competitive pressures, our dependence on major customers and third party suppliers and
manufacturers, our exposure to foreign currency fluctuations, and other factors or conditions described in Item 1A –
Risk Factors section of this Annual Report on Form 10-K.  We assume no obligation to update publicly any
forward-looking statements.

EXPLANATORY NOTE REGARDING RESTATEMENTS

During the preparation and review of our 2007 income tax provision, we discovered that we had not properly
reconciled our tax liabilities related to differences between the net book basis and the net tax basis of our depreciable
property, plant and equipment and several other miscellaneous deferred tax liabilities. As a result of completing the
necessary reconciliations for each year since 2002, we identified errors that impacted our previously filed financial
statements for the fiscal years 2003 through 2006 and our previously filed interim financial statements for those years
related to our tax liabilities and our income tax provisions.

During the fourth quarter of 2007, we determined the cumulative impact of known differences in our accounting for
our equity method investment in Suoftec Light Metal Products Production and Distribution Ltd. (Suoftec) and our
summary financial information presented for Suoftec, which we considered to be immaterial to any individual
reporting period, required restatement.  The errors relate to the quantification and recording of the adjustments to
report the Suoftec earnings on the basis of U.S. GAAP versus on the Hungarian accounting rules followed by
Suoftec.  These differences principally relate to overhead cost capitalization into inventory and deferred income taxes
on property, plant and equipment.

In accordance with the provisions of Statement of Financial Accounting Standards (SFAS) No. 154, “Accounting
Changes and Error Corrections” (SFAS No. 154), we have restated, to the earliest period practical, our previously filed
financial statements. See Item 6 – Selected Financial Data in Part I of this Annual Report on Form 10-K, for the effect
of the restatements on fiscal years 2003 and 2004, Note 2 – Restatement of Consolidated Financial Statements in Notes
to Consolidated Financial Statements in Item 8 – Financial Statements and Supplementary Data of this Annual Report
on Form 10-K, for the effect of the restatements on fiscal years 2005 and 2006, and Exhibit 99.1 for the effect of the
restatements on the interim consolidated condensed financial information for the first three quarters of fiscal year
2007 and all four quarters of fiscal year 2006.  We have not amended and do not intend to amend any of our
previously filed Annual Reports on Form 10-K or Quarterly Reports on Form 10-Q for the periods affected by these
restatements.

We have reported a material weakness in our internal control over financial reporting, in this 2007 Annual Report on
Form 10-K relating to corrections to our income tax provisions and deferred tax liabilities included in previously filed
financial statements, and as such have concluded that our internal control over financial reporting was not effective as
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of December 30, 2007.  See Item 9A – Controls and Procedures in Part II of this Annual Report on Form 10-K for
further discussion regarding this material weakness.
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 PART I

ITEM 1 - BUSINESS

General Development and Description of Business

Headquartered in Van Nuys, California, the principal business of Superior Industries International, Inc. (referred to
herein as the “company” or in the first person notation “we,” “us” and “our”) is the design and manufacture of aluminum road
wheels for sale to original equipment manufacturers (OEM). We are one of the largest suppliers of cast and forged
aluminum wheels to the world’s leading automobile and light truck manufacturers, with wheel manufacturing
operations in the United States, Mexico and Hungary. Customers in North America represent the principal market for
our products, with approximately 19 percent of our unit shipments to international customers by our North American
facilities, primarily delivered to their assembly operations in the United States.

The company was initially incorporated in Delaware in 1969 and reincorporated in California in 1994, as the
successor to three businesses founded by Louis L. Borick, Founding Chairman and a Director of the company.  These
businesses had been engaged in the design, manufacture and sale of principally automotive accessories and related
aftermarket products since 1957.

Aluminum Road Wheels - Our entry into the OEM aluminum road wheel business in 1973 resulted from our
successful development of manufacturing technology, quality control and quality assurance techniques that enabled us
to satisfy the quality and volume requirements of the OEM market.  Initial production of an aluminum road wheel for
a domestic customer was a Mustang wheel for Ford Motor Company (Ford).  In 1990, we formed a sales and
marketing joint venture, Topy-Superior Limited (TSL), with Topy Industries, Limited (Topy), Japan's largest wheel
manufacturer.  TSL markets our wheels to Japanese OEM customers with plants in Japan and in the United States.  In
2007, TSL had agreements to provide 34 wheel programs being manufactured in our facilities for delivery to Japanese
customers.

As part of our strategy to reduce costs, the company has located facilities in low labor cost regions of the world.  In
1994, we built our first facility in Chihuahua, Mexico.  Subsequently, another facility was built nearby and began
operations at the end of 2001.  A third facility was completed and began operations at the end of 2006. These facilities
set the standard for state-of-the art worldwide cast aluminum wheel making and are optimized for production of larger
diameter wheels.  In addition, we completed the planned closure of our wheel manufacturing facility located in
Johnson City, Tennessee, at the end of the first quarter of 2007. This was the latest step in our program to rationalize
our production capacity and reduce costs.

Also in 1994, in response to the steadily growing popularity of chrome-plated aluminum wheels and to provide
capacity due to increased customer demand, we completed construction of a wheel plating facility.  We were the first
OEM aluminum wheel manufacturer to develop this in-house capability and the operation was one of the largest of its
kind in the world.  In 1998, we added a polishing operation for aluminum wheels to this facility.  Due to a recent shift
in the market for chromed wheels to a less expensive chrome finishing process, the sales forecasts for our chromed
wheels declined significantly.  Accordingly, on December 1, 2005, we estimated that we would not be able to recover
the carrying value of certain machinery and equipment in our chrome plating operation.  Accordingly, such assets
were written down to their estimated fair value and we recorded an asset impairment and other charges totaling
approximately $9.2 million.  In the third quarter of 2006, all of our chrome-plating requirements were outsourced to a
third party supplier and we ceased operations of our chrome finishing operation.
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In 1995, we entered into a 50-50 joint venture, Suoftec Light Metal Products Production & Distribution Ltd. (Suoftec),
with Germany-based Otto Fuchs Metallwerke (Otto Fuchs) to establish a European manufacturing facility.  The joint
venture produces both lightweight forged and cast aluminum wheels for sale to OEM customers, principally in
Europe.  Shipments of forged and cast wheels began in 1997 and 1998, respectively, from our facility located in
Tatabanya, Hungary. This venture established our commitment to enter the European market and introduced new
wheel making technology to both the European and U.S. markets.  In 1998, we completed an initial expansion of the
cast aluminum production facility, which doubled its original casting capacity.  Following a second expansion of the
cast aluminum operations in 2002, the facility’s total capacity has increased to approximately 2.5 million wheels per
year.

Aluminum Suspension Components - In 1999, we began to manufacture aluminum suspension and related underbody
components using the licensed Cobapress technology, which was another step toward expanding our sales to the
OEM market.  At the time, this diversification of our business emphasized the commitment to our long-term strategy
to broaden our domestic and international OEM customer base and to expand our product lines into complementary
areas, which utilize our design and manufacturing expertise.  However, this strategy had not produced sufficient
results to warrant the diversion of our attention away from our core business.  Consequently, on September 24, 2006,
we sold substantially all of the assets and working capital of the aluminum suspension components business to St.
Jean Industries, SAS, from whom we licensed the Cobapress technology, for $17.0 million.  See Note 17 –
Discontinued Operations in Notes to Consolidated Financial Statements in Item 8 – Financial Statements and
Supplementary Data in this Annual Report on Form 10-K for further discussion.

1

Edgar Filing: SUPERIOR INDUSTRIES INTERNATIONAL INC - Form 10-K

8



Table of Contents

Fiscal Year End

Our fiscal year is the 52- or 53-week period ending on the last Sunday of the calendar year.  The fiscal year 2007
comprised the 52-week period ended December 30, 2007.  The fiscal year 2006 comprised the 53-week period ended
December 31, 2006.  The fiscal years 2005, 2004 and 2003 comprised the 52-week periods ended December 25, 2005,
December 26, 2004 and December 28, 2003, respectively.  For convenience of presentation, all fiscal years are
referred to as beginning as of January 1 and ending as of December 31, but actually reflect our financial position and
results of operations for the periods described above.

Principal Products

Our OEM aluminum road wheels, including shipments from our 50 percent owned joint venture in Hungary, are sold
for factory installation, or as optional or standard equipment on many vehicle models, to Ford, General Motors,
Chrysler, Audi, BMW, Fiat, Jaguar, Land Rover, Mazda, Mercedes Benz, Mitsubishi, Nissan, Seat, Skoda, Subaru,
Suzuki, Toyota, Volkswagen and Volvo.  We currently supply cast and forged aluminum wheels for many North
American model passenger cars and light trucks.

Customer Dependence

We have proven our ability to be a consistent producer of quality aluminum wheels with the capability of quickly
expanding production capacity to meet increasing customer demand. We strive to continually enhance our
relationships with our customers through continuous improvement programs, not only through our manufacturing
operations but in the engineering, program development and quality areas, as well.  These key business relationships
have resulted in multiple vehicle supply contract awards with key customers over the past year.

Ford, GM and Chrysler LLC were the only customers accounting for more than 10 percent of our consolidated net
sales in 2007. Sales to GM, as a percentage of consolidated net sales, were 36 percent in 2007, and 37 percent in 2006
and 2005.  Sales to Ford, as a percentage of consolidated net sales, were 33 percent in 2007, 34 percent in 2006 and 33
percent in 2005.  Sales to Chrysler LLC, as a percentage of consolidated net sales, were 13 percent in 2007, and 15
percent in 2006 and 2005.

The loss of all or a substantial portion of our sales to Ford, GM or Chrysler LLC would have a significant adverse
effect on our financial results, unless the lost sales volume could be replaced. However, this risk is partially offset in
part by the numerous multi-year purchase orders for wheel programs with these customers.  We have had excellent
long-term relationships, including contractual arrangements that are in place, with our other customers. However,
intense global competitive pricing pressure continues to make it difficult to maintain these contractual arrangements,
and we expect this trend to continue into the future.

Net Sales Backlog

We receive OEM purchase orders to produce aluminum road wheels and component parts typically for multiple model
years.  These purchase orders are for vehicle wheel programs that can last three to five years. However, customers can
impose competitive pricing provisions in those purchase orders each year, thereby reducing our profit margins or
increasing the risk of our losing future sales under those purchase orders. We manufacture and ship based on customer
release schedules, normally provided on a weekly basis, which can vary due to cyclical automobile production or high
dealer inventory levels.  Accordingly, even though we have purchase orders covering multiple model years, weekly
release schedules can vary with customer demand, thus firm backlog is insignificant.

2
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Seasonal Variations

The automotive industry is cyclical and varies based on the timing of consumer purchases of vehicles, which in turn
vary based on a variety of factors such as general economic conditions, interest rates and fuel costs.  While there have
been no significant seasonal variations in the past few years, production schedules in our industry can vary
significantly from quarter to quarter to meet the scheduling demands of our customers.  During the past few years,
there have been no significant consistent seasonal variations.

Raw Materials

We purchase substantial quantities of aluminum for the manufacture of our aluminum road wheels, which accounted
for approximately all of our total raw material requirements during 2007.  The majority of our aluminum requirements
are met through purchase orders with several major domestic and foreign producers.  Generally, the orders are fixed as
to minimum and maximum quantities of aluminum, which the producers must supply during the term of the
orders.  During 2007, we were able to successfully secure aluminum commitments from our primary suppliers to meet
production requirements and we are not anticipating any problems with our aluminum requirements for our expected
level of production in 2008.

When market conditions warrant, we may also enter into contracts to purchase certain commodities used in the
manufacture of our products, such as aluminum, natural gas, environmental emission credits and other raw materials.
Any such commodity commitments are expected to be purchased and used over a reasonable period of time in the
normal course of business. Accordingly, pursuant to Statement of Financial Accounting Standards (SFAS) No. 133,
“Accounting for Derivative Instruments and Hedging Activities,” they are not accounted for as a derivative. We
currently have several purchase agreements for the delivery of natural gas through 2008.  The contract value and fair
value of these purchase commitments approximated $11 million at December 31, 2007.  As of December 31, 2006,
the aggregate contract value and fair value of these commitments were $15 million and $12 million, respectively.
Percentage changes in the market prices of natural gas will impact the fair value by a similar percentage. We do not
hold or purchase any natural gas forward contracts for trading purposes.

We obtain our requirements for other materials through numerous suppliers with whom we have established trade
relationships.  When an outside supplier produces components for our products, we normally own or have the right to
purchase the tools and dies located in the supplier's facilities or have developed alternative sources.

Patents and Licensing Agreements

We currently hold patents for eight of our inventions and one other patent is pending.  We have a policy of applying
for patents when new products or processes are developed.  However, we believe our success is more dependent upon
manufacturing and engineering skills and the quality and market acceptance of our products, than upon our ability to
obtain and defend patents.

Research and Development

Our policy is to continuously review, improve and develop engineering capabilities so that customer requirements are
met in the most efficient and cost effective manner available.  We strive to achieve this objective by attracting and
retaining top engineering talent and by maintaining the latest state-of-the-art computer technology to support
engineering development.  Two fully staffed engineering centers, located in Van Nuys, California, and Fayetteville,
Arkansas, support our research and development manufacturing needs. We also have a technical center in Detroit,
Michigan, that maintains a complement of engineering staff centrally located near our largest customers’ headquarters,
engineering and purchasing offices.  Research and development costs (primarily engineering and related costs), which
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expended during each of the three years were $6.3 million in 2007, $6.8 million in 2006 and $9.6 million in 2005.
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Government Regulation

Safety standards in the manufacture of vehicles and automotive equipment have been established under the National
Traffic and Motor Vehicle Safety Act of 1966.  We believe that we are in compliance with all federal standards
currently applicable to OEM suppliers and to automotive manufacturers.

Environmental Compliance

Our manufacturing facilities, like most other manufacturing companies, are subject to solid waste, water and air
pollution control standards mandated by federal, state and local laws.  Violators of these laws are subject to fines and,
in extreme cases, plant closure.  We believe our facilities are substantially in compliance with all standards presently
applicable.  However, costs related to environmental protection may continue to grow due to increasingly stringent
laws and regulations and our ongoing commitment to rigorous internal standards. The cost of environmental
compliance was approximately $1.3 million in 2007, $1.7 million in 2006 and $3.4 million in 2005. We expect that
future environmental compliance expenditures will approximate these levels and will not have a material effect on our
consolidated financial position.

Competition

The market for aluminum road wheels is highly competitive based primarily on price, technology, quality, delivery
and overall customer service. We are one of the leading suppliers of aluminum road wheels for OEM installations in
the world. We supply approximately 30 to 35 percent of the aluminum wheels installed on passenger cars and light
trucks in North America. Competition is global in nature with growing exports from Asia.  There are several
competitors with facilities in North America, none of which aggregate greater than 10 percent of the total.  See
additional comments concerning competition in Item 1A – Risk Factors below.  For the model year 2006, according to
Wards Auto Info Bank, an industry publication, aluminum wheel installation rates on passenger cars and light trucks
produced in North America were unchanged at approximately 63 percent for the model years 2006 and 2005.  While
aluminum wheel installation rates have grown from only 10 percent in the mid-1980s, in recent years, this growth rate
has slowed.  We expect the trend of slow growth or no growth in installation rates to continue.  Accordingly, we
expect that our ability to grow in the future will be dependent upon increasing our share of the existing market.  In
addition, intense global pricing pressure may decrease profitability and could potentially result in the loss of business
in the future.

Employees

As of December 31, 2007, we had approximately 5,300 full-time employees including our joint venture, Suoftec,
compared to 5,700 and 6,700 at December 31, 2006 and 2005, respectively. Our joint venture manufacturing facility
in Hungary employed 488 full-time employees at December 31, 2007.  None of our employees are part of a collective
bargaining agreement.

Financial Information About Geographic Areas

Financial information about geographic areas is contained in Note 3 – Business Segments in Notes to Consolidated
Financial Statements in Item 8 – Financial Statements and Supplementary Data of this Annual Report on Form 10-K.

Available Information

Our Annual Report on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, proxy and
information statements, and any amendments thereto are available, without charge, on or through our website
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www.supind.com under “Investor”, as soon as reasonably practicable after they are filed electronically with the
Securities and Exchange Commission (SEC). The public may read and copy any materials filed with the SEC at the
SEC’s Public Reference Room at 450 Fifth Street, NW, Washington, DC 20549. Information on the operation of the
Public Reference Room can be obtained by calling the SEC at 1-800-SEC-0330. The SEC also maintains a website,
www.sec.gov, that contains these reports, proxy and other information regarding the company. Also included on our
website, www.supind.com under Investors is our Code of Business Conduct and Ethics, which, among others, applies
to our Chief Executive Officer, Chief Financial Officer and Chief Accounting Officer. Copies of all SEC filings and
our Code of Business Conduct and Ethics are also available, without charge, from Superior Industries International,
Inc., Shareholder Relations, 7800 Woodley Avenue, Van Nuys, CA 91406.
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ITEM 1A – RISK FACTORS

The following discussion of risk factors contains “forward-looking” statements, which may be important to
understanding any statement in this Annual Report on Form 10-K or elsewhere. The following information should be
read in conjunction with Item 7 - Management’s Discussion and Analysis of Financial Condition and Results of
Operations (MD&A) and Item 8 – Financial Statements and Supplementary Data of this Annual Report on Form 10-K.

Our business routinely encounters and addresses risks, some of which will cause our future results to differ,
sometimes materially, from those originally anticipated. Discussion about the important operational risks that our
businesses encounter can be found in the MD&A section of this Annual Report on Form 10-K and in the business
descriptions in Item 1 – Business of this Annual Report on Form 10-K. Below, we have described our present view of
certain important strategic risks. Our reactions to material future developments as well as our competitors’ reactions to
those developments will determine our future results.

Risks Relating To Our Company

Automotive Industry Trends - A significant portion of our sales are to domestic automotive OEMs, and therefore our
financial performance depends, in large part, on conditions in the automotive industry, which, in turn, are dependent
upon the U.S. and global economies generally.  As a result, economic and other factors adversely affecting automotive
production and consumer spending could adversely impact our business.  A further weakening of the U.S. and global
economies could adversely affect consumer spending, and result in decreased demand for automobiles and light
trucks.  If OEMs were to decrease production due to such reduced demand or union work stoppages, our financial
performance could be adversely affected. In addition, relatively modest declines in our customers’ production levels
could have a significant adverse impact on our profitability because we have substantial fixed production costs.  Due
to the present uncertainty in the economy, some of our OEM customers have been reducing their forecasts for new
vehicle production. If actual production volume were to be reduced accordingly, our business would be adversely
affected. Our sales are also impacted by our customers’ inventory levels and production schedules.  If our OEM
customers significantly reduce their inventory levels and reduce their orders from us, our performance would be
adversely impacted.  In this environment, we cannot predict future production rates or inventory levels or the
underlying economic factors. Continued uncertainty and unexpected fluctuations may have a significant negative
impact on our business.

Changing Nature of the Automotive Industry - In the automotive industry, there has been a trend toward
consolidation. Continued consolidation of the automotive industry could adversely affect our business.  Such
consolidation could result in a loss of some of our present customers to our competitors and could thereby lead to
reduced demand, which may have a significant negative impact on our business.  Additionally, our major customers
have been seeking ways to lower their own costs of manufacturing through increased use of internal manufacturing or
through relocation of production to countries with lower production costs.  This internal manufacturing or reliance on
local or other foreign suppliers may have a significant negative impact on our business.

Global Pricing Pressure - We continue to experience increased competition in our domestic and international markets.
Since some products are being shipped to the U.S. from Asia and elsewhere, many of our North American competitors
have excess capacity and, in order to promote volume, are placing intense pricing pressure in our market place. These
competitive pressures are expected to continue and may result in decreased sales volumes and unit price reductions,
resulting in lower revenues, gross profit and operating income.

5
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Additionally, cost-cutting initiatives adopted by our customers generally result in increased downward pressure on
pricing. OEMs historically have had significant leverage over their outside suppliers because the automotive
component supply industry is fragmented and serves a limited number of automotive OEMs, and, as such, Tier 1
suppliers are subject to substantial continued pressure from OEMs to reduce the price of their products. If we are
unable to generate sufficient production cost savings in the future to offset price reductions, our gross margin and
profitability would be adversely affected. In addition, changes in OEMs’ purchasing policies or payment practices
could have an adverse effect on our business.

Cyclical Nature of Industry - Our principal operations are directly related to domestic and, to a lesser extent, foreign
production of passenger cars and light trucks. Industry sales and production are cyclical and therefore can be affected
by the strength of the economy generally, by consumer spending, or, in specific regions such as North America or
Europe, by prevailing interest rates and by other factors, which may have an effect on the level of sales of new
automobiles. Any decline in the demand for new automobiles could have a material adverse impact on our financial
condition and results of operations.

Competition - The automotive component supply industry is highly competitive, both domestically and
internationally. Competition is based primarily on price, technology, quality, delivery and overall customer
service.  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.  We cannot assure you that our products will be able to compete
successfully with the products of these or other companies.  Furthermore, the rapidly evolving nature of the markets in
which we compete has attracted new entrants, particularly in low cost countries. As a result, our sales levels and
margins are being adversely affected by pricing pressures caused by such new entrants, especially in low-cost foreign
markets, such as China. Such new entrants with lower cost structures pose a significant threat to our ability to compete
internationally and domestically.  These factors led to selective sourcing of future business by our customers to
foreign competitors in the past and they may continue to do so in the future. In addition, any of our competitors may
foresee the course of market development more accurately than us, develop products that are superior to our products,
have the ability to produce similar products at a lower cost than us, or adapt more quickly than us to new technologies
or evolving customer requirements.  As a result, our products may not be able to compete successfully with their
products. As a result of highly competitive market conditions in our industry, a number of our competitors have been
forced to seek bankruptcy protection.  These competitors may emerge and in some cases have emerged from
bankruptcy protection with stronger balance sheets and a desire to gain market share by offering their products at a
lower price than our products, which would have an adverse impact on our financial performance.

Dependence on Major Customers - We derived approximately 82 percent of our fiscal 2007 net sales on a worldwide
basis from Ford, GM and Chrysler LLC and their subsidiaries. We do not have guaranteed long-term agreements with
these customers and cannot predict that we will maintain our current relationships with these customers or that we will
continue to supply them at current levels. The loss of a significant portion of sales to Ford, GM or Chrysler LLC
would have a material adverse effect on our business, unless the lost revenues were replaced. Ford and GM have been
experiencing decreasing market share in North America. In addition, if any of our significant customers were to
encounter financial difficulties, work stoppages or seek bankruptcy protection, our business could be adversely
affected.

Furthermore, our OEM customers are not required to purchase any minimum amount of products from us. The
contracts we have entered into with most of our customers provide for supplying the customers for a particular vehicle
model, rather than for manufacturing a specific quantity of products. Such contracts range from one year to the life of
the model (usually three to five years), typically are non-exclusive, and do not require the purchase by the customer of
any minimum number of wheels from us. Therefore, a significant decrease in demand for certain key models or group
of related models sold by any of our major customers, or a decision by a manufacturer not to purchase from us, or to
discontinue purchasing from us, for a particular model or group of models, could have a material adverse effect on us.
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Dependence on Third-Party Suppliers and Manufacturers - Generally, our raw materials, supplies and energy
requirements are obtained from various sources and in the quantities desired.  Although we currently maintain
alternative sources, our business is subject to the risk of price increases and periodic delays in the
delivery.  Fluctuations in the prices of these requirements may be driven by the supply/demand relationship for that
commodity or governmental regulation.  In addition, if any of our suppliers seek bankruptcy relief or otherwise cannot
continue their business as anticipated, the availability or price of these requirements could be adversely affected.
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Although we are able to periodically pass aluminum cost increases onto our customers, our customers are not
obligated to accept energy or other supply cost increases that we may attempt to pass along to them. This inability to
pass on these cost increases to our customers could adversely affect our operating margins and cash flow, possibly
resulting in lower operating income and profitability.

Existing Cost Structure – In recent years, we have implemented several cost cutting initiatives in order to reduce our
overall costs and improve our margins in response to pricing pressures from our customers.  We have built additional
production facilities in Mexico with cost structures lower than our U.S. facilities, in order to optimize our global
manufacturing capacity and align our cost structures more effectively with the realities of the automotive
market.  During 2006, we discontinued our in-house chrome-plating operation, downsized our Van Nuys, California
wheel operations, and sold our unprofitable components business.  During 2007, we completed our planned closure of
our Johnson City, Tennessee, wheel manufacturing facility.  In addition, we are continuing to evaluate our workforce
requirements at all of our facilities.  However, our strategy of optimizing our cost structures may never materialize or
may not be sufficient to offset future price pressures from our customers and may have an adverse impact on our
financial performance.

In light of the additional capacity coming on line in our new facility in Mexico, if North American production of
passenger cars and light trucks using our wheel programs continues to decrease, it is possible that we will be unable to
recover the full value of certain other production assets in our other plants in the United States.  We will continue to
monitor the recoverability of these assets.

Unexpected Production Interruptions - An interruption in production capabilities at any of our facilities as a result of
equipment failure, interruption of supply, labor disputes or other reasons could result in our inability to produce our
products, which would reduce our sales and earnings for the affected period.  We have, from time to time, undertaken
significant re-tooling and modernization initiatives at our facilities, which in the past have caused, and in the future
may cause unexpected delays and plant underutilization, and such adverse consequences may continue to occur as we
continue to modernize our production facilities.  In addition, we generally deliver our products only after receiving the
order from the customer and thus do not hold large inventories. In the event of a stoppage in production at any of our
manufacturing facilities, even if only temporary, or if we experience delays as a result of events that are beyond our
control, delivery times could be severely affected. Any significant delay in deliveries to our customers could lead to
returns or cancellations and cause us to lose future sales, as well as expose us to claims for damages. Our
manufacturing facilities are also subject to the risk of catastrophic loss due to unanticipated events such as fires,
earthquakes, explosions or violent weather conditions. We have in the past and may in the future experience plant
shutdowns or periods of reduced production as a result of facility modernization initiatives, equipment failure, delays
in deliveries or catastrophic loss, which could have a material adverse effect on our results of operations or financial
condition.

Dependence on Key Personnel - Our success depends in part on our ability to attract, hire, train, and retain qualified
managerial, engineering, sales and marketing personnel. We face significant competition for these types of employees
in our industry. We may be unsuccessful in attracting and retaining the personnel we require to conduct our operations
successfully.

In addition, key personnel may leave us and compete against us. Our success also depends to a significant extent on
the continued service of our senior management team. We may be unsuccessful in replacing key managers who either
resign or retire. The loss of any member of our senior management team or other experienced, senior employees could
impair our ability to execute our business plans and strategic initiatives, cause us to lose customers and reduce our net
sales, or lead to employee morale problems and/or the loss of other key employees. In any such event, our financial
condition, results of operations, internal control over financial reporting, or cash flows could be adversely affected.
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