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OR
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1934
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Livonia, Michigan (Zip Code)
(Address of principal executive offices)

(248) 675-6000

(Registrant’s telephone number, including area code)

N/A

(Former name, former address and former fiscal year, if changed since last report)

Indicate by check mark whether the Registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of
the Securities Exchange Act of 1934 during the preceding 12 months, and (2) has been subject to such filing
requirements for the past 90 days.

Yes ☒ No ☐

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate website, if any,
every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T during the
preceding 12 months (or such shorter period that the registrant was required to submit and post such files).

Yes ☒ No ☐

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, a
smaller reporting company, or an emerging growth company. See the definitions of "large accelerated filer,"
"accelerated filer", "smaller reporting company", and "emerging growth company" in Rule 12b-2 of the Exchange
Act. Check one:


Large Accelerated Filer ☐ Accelerated Filer ☒ Non-Accelerated

Filer ☐ (Do not
check if a
smaller
reporting
company)

Smaller Reporting Company ☐ Emerging growth company ☐
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If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition
period for complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the
Exchange Act. ☐


Indicate by check mark whether the Registrant is a shell company (as defined in Rule 12(b)-2 of the Securities and
Exchange Act).

Yes ☐ No ☒

As of April 27, 2018, there were 20,595,137 shares of the registrant’s common stock, $0.01 par value per share,
outstanding.
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PART 1 — FINANCIAL INFORMATION

ITEM 1. Financial Statements.

TOWER INTERNATIONAL, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED BALANCE SHEETS

(Amounts in thousands, except share data - unaudited)









 March 31,
December
31,

 2018 2017

ASSETS
Cash and cash equivalents $ 65,602 $ 123,688 
Accounts receivable, net of allowance of $1,429 and $1,385 333,695 239,319 
Inventories (Note 4) 86,697 78,745 
Assets held for sale (Note 5) 44,428 44,250 
Prepaid tooling, notes receivable, and other 79,755 78,481 
 Total current assets 610,177 564,483 

Property, plant, and equipment, net 554,549 535,272 
Goodwill (Note 7) 65,732 63,665 
Deferred tax asset 82,217 83,035 
Other assets, net 14,762 13,642 
 Total assets $ 1,327,437 $ 1,260,097 

LIABILITIES AND EQUITY
Short-term debt and current maturities of capital lease obligations (Note 9) $ 31,785 $ 42,048 
Accounts payable 350,896 323,271 
Accrued liabilities 142,547 113,949 
Liabilities held for sale (Note 5) 17,228 17,336 
 Total current liabilities 542,456 496,604 

Long-term debt, net of current maturities (Note 9) 344,218 344,738 
Deferred tax liability 4,916 4,807 
Pension liability (Note 12) 45,577 47,813 
Other non-current liabilities 98,649 96,263 
 Total non-current liabilities 493,360 493,621 
 Total liabilities 1,035,816 990,225 
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Stockholders' equity:
 Preferred stock, $0.01 par value, 50,000,000 authorized and 0 issued and outstanding $  - $  -
 Common stock, $0.01 par value, 350,000,000 authorized, 22,388,475 issued and
20,595,137
 outstanding at March 31, 2018, and 22,317,671 issued and 20,542,397 outstanding at
 December 31, 2017 224 223 
 Additional paid in capital 344,968 344,153 
 Treasury stock, at cost, 1,793,338 and 1,775,274 shares as of March 31, 2018
 and December 31, 2017 (36,882) (36,408)
 Accumulated surplus 40,699 29,712 
 Accumulated other comprehensive loss (Note 13) (57,388) (67,808)
    Total stockholders' equity 291,621 269,872 
 Total liabilities and stockholders' equity $ 1,327,437 $ 1,260,097 



The accompanying notes are an integral part of these Condensed Consolidated Financial Statements.

1
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TOWER INTERNATIONAL, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(Amounts in thousands, except share and per share amounts - unaudited)









Three Months Ended March
31,

 2018 2017

Revenues (Note 3) $ 563,506 $ 497,590 
Cost of sales 503,660 441,290 
Gross profit 59,846 56,300 
Selling, general, and administrative expenses 32,234 29,225 
Amortization expense (Note 7) 112 103 
Restructuring and asset impairment charges, net (Note 8) 1,548 3,911 
Operating income 25,952 23,061 
Interest expense 5,162 453 
Interest income 157 47 
Net periodic benefit income (Note 12) 558 479 
Other expense  - 575 
Income before provision for income taxes and income from discontinued operations 21,505 22,559 
Provision for income taxes (Note 11) 5,067 6,496 
Income from continuing operations 16,438 16,063 
Income from discontinued operations, net of tax (Note 5) 862 1,350 
Net income 17,300 17,413 
Less: Net income attributable to the noncontrolling interests  - 68 
Net income attributable to Tower International, Inc. $ 17,300 $ 17,345 

Weighted average basic shares outstanding 20,556,613 20,425,216 
Weighted average diluted shares outstanding 20,951,973 20,820,457 

Basic income per share attributable to Tower International, Inc.:
Income per share from continuing operations (Note 14) $ 0.80 $ 0.78 
Income per share from discontinued operations (Note 14) 0.04 0.07 
Income per share (Note 14) 0.84 0.85 
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Diluted income per share attributable to Tower International, Inc.:
Income per share from continuing operations (Note 14) $ 0.79 $ 0.77 
Income per share from discontinued operations (Note 14) 0.04 0.06 
Income per share (Note 14) 0.83 0.83 

Dividends declared per share $ 0.12 $ 0.11 


The accompanying notes are an integral part of these Condensed Consolidated Financial Statements.



2
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TOWER INTERNATIONAL, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(Amounts in thousands - unaudited)









Three Months Ended
March 31,

 2018 2017

Net income $ 17,300 $ 17,413 
Other comprehensive income, net of tax
Foreign currency translation adjustments, net of tax / (benefit) of ($1.1 million) and ($0.9
million) 6,305 5,882 
Unrealized gain / (loss) on qualifying cash flow hedge, net of tax / (benefit) of $1.3 million
and ($2.5 million) 4,115 (4,074)
Other comprehensive income, net of tax 10,420 1,808 
  Comprehensive income 27,720 19,221 
  Less: Comprehensive income attributable to noncontrolling interests  - 120 
Comprehensive income attributable to Tower International, Inc. $ 27,720 $ 19,101 


The accompanying notes are an integral part of these Condensed Consolidated Financial Statements.

3
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TOWER INTERNATIONAL, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(Amounts in thousands - unaudited)








Three Months Ended
March 31,

 2018 2017

OPERATING ACTIVITIES:
Net income $ 17,300 $ 17,413 
Less: Income from discontinued operations, net of tax 862 1,350 
Income from continuing operations 16,438 16,063 

Adjustments required to reconcile income from continuing operations to net
cash used in continuing operating activities:
Deferred income tax provision 3,167 3,955 
Depreciation and amortization 21,395 17,766 
Non-cash share-based compensation 703 499 
Pension income, net of contributions (2,237) (2,351)
Change in working capital and other operating items (55,620) (84,356)
Net cash used in continuing operating activities $ (16,154) $ (48,424)

INVESTING ACTIVITIES:
Cash disbursed for purchases of property, plant, and equipment, net $ (28,942) $ (23,909)
Net cash used in continuing investing activities $ (28,942) $ (23,909)

FINANCING ACTIVITIES:
Proceeds from borrowings $ 4,009 $ 236,744 
Repayments of borrowings (15,966) (192,426)
Original issuance discount  - (1,808)
Debt financing costs  - (4,083)
Dividend payment to Tower stockholders (2,465) (2,242)
Proceeds from stock options exercised 112 938 
Purchase of treasury stock (474) (761)
Net cash provided by / (used in) continuing financing activities $ (14,784) $ 36,362 

Discontinued operations:
Net cash from / (used in) discontinued operating activities $ 1,605 $ (570)
Net cash used in discontinued investing activities (1,212) (406)
Net cash from / (used in) discontinued financing activities (455) 497 
Net cash used in discontinued operations $ (62) $ (479)
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Effect of exchange rate changes on continuing cash and cash equivalents $ 1,856 $ 1,185 

NET CHANGE IN CASH AND CASH EQUIVALENTS $ (58,086) $ (35,265)

CASH AND CASH EQUIVALENTS:
Beginning of period $ 123,688 $ 62,788 

End of period $ 65,602 $ 27,523 

Supplemental Cash Flow Information:
Interest paid, net of amounts capitalized $ 5,371 $ 7,075 
Income taxes paid 1,739 2,424 
Non-cash Investing Activities:
Capital expenditures in liabilities for purchases of property, plant, and equipment $ 27,048 $ 10,777 


The accompanying notes are an integral part of these Condensed Consolidated Financial Statements.
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TOWER INTERNATIONAL, INC. AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(UNAUDITED)

Note 1. Organization and Basis of Presentation

Tower International, Inc. and its subsidiaries (collectively referred to as the “Company” or “Tower International”), is a
leading integrated global manufacturer of engineered automotive structural metal components and assemblies,
primarily serving original equipment manufacturers (“OEMs”), including Ford, Volkswagen Group, Fiat-Chrysler,
Volvo, Nissan, Daimler, Toyota, BMW, and Honda. Products include body structures, assemblies and other chassis
structures, and lower vehicle systems and suspension components for small and large cars, crossovers, pickups, and
sport utility vehicles.  The Company has strategically located production facilities in the United States, Germany,
Belgium, Slovakia, Italy, Poland, Mexico, and the Czech Republic, supported by engineering and sales locations in
the United States, Germany, Italy, Japan, China, and India.

The accompanying Condensed Consolidated Financial Statements have been prepared by the Company, without audit,
pursuant to the rules and regulations of the Securities and Exchange Commission (the “SEC”). The information
furnished in the Condensed Consolidated Financial Statements includes normal recurring adjustments and reflects all
adjustments which are, in the opinion of management, necessary for the fair presentation of such financial statements.
Certain information and disclosures normally included in financial statements prepared in accordance with accounting
principles generally accepted in the United States have been condensed or omitted pursuant to the rules and
regulations of the SEC. Although the Company believes that the disclosures are adequate to make the information
presented not misleading, these Condensed Consolidated Financial Statements should be read in conjunction with the
audited year-end financial statements and the notes thereto included in the most recent Annual Report on Form 10-K
filed by the Company with the SEC. The interim results for the periods presented may not be indicative of the
Company’s actual annual results.

Principles of Consolidation

The Condensed Consolidated Financial Statements include the accounts of the Company and all subsidiaries over
which the Company exercises control. All intercompany transactions and balances have been eliminated upon
consolidation.



Note 2. New Accounting Pronouncements
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Recently Adopted



Revenue Recognition 

On May 28, 2014, the Financial Accounting Standards Board (“FASB”) issued Accounting Standard Update (“ASU”) No.
2014-09, Revenue from Contracts with Customers (Topic 606). This ASU outlines a single comprehensive model for
entities to utilize to recognize revenue when it transfers goods or services to customers in an amount that reflects the
consideration that will be received in exchange for the goods and services. Additional disclosures are also required to
enable users to understand the nature, amount, timing and uncertainty of revenue and cash flows arising from
contracts with customers. In August 2015, the FASB deferred the effective date of this standards update to fiscal years
beginning after December 15, 2017, with early adoption permitted on the original effective date of fiscal years
beginning after December 15, 2016. In 2016, the FASB issued ASU No. 2016-08, ASU No. 2016-10, ASU No.
2016-12, ASU No. 2016-20, all of which amend the implementation guidance and illustrations in the new revenue
standard.

The Company implemented the new standard effective January 1, 2018 using the modified retrospective approach.
Implementation of the standard did not have a material impact on the Company’s Condensed Consolidated Financial
Statements as the Company’s method for recognizing revenue subsequent to the implementation of Accounting
Standard Codification (“ASC”) No. 606 does not vary significantly from its revenue recognition practices under the
prior revenue standard.  



There are certain considerations related to internal control over financial reporting that are associated with
implementing the new guidance under ASC No. 606 and the Company has implemented the necessary changes to its
control framework for revenue recognition. The Company has also included the additional disclosures required by the
ASUs above (See Note 3 of the Condensed Consolidated Financial Statements).



Retirement Benefits

On March 10, 2017, the FASB issued ASU No. 2017-07, Improving the Presentation of Net Periodic Pension Cost
and Net Periodic Postretirement Benefit Cost. This ASU is designed to increase the transparency and usefulness of
information about defined benefit costs for pension plans and other post-retirement benefit plans presented in
employer financial statements. This ASU is effective for interim and annual periods after December 15, 2017.
Effective October 1, 2006, the Company’s pension plan was frozen and the Company ceased accruing any additional
benefits. The Company adopted the new standard effective January 1, 2018 and applied the guidance retrospectively,
as required. As

5
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a result of adoption, the Company’s net periodic pension cost and net periodic postretirement benefit cost are reported
within net periodic benefit income in the Condensed Consolidated Statement of Operations. The Company has
included the disclosures required by ASU No. 2017-07.



Hedge Accounting

On August 28, 2017, the FASB issued ASU No. 2017-12, Derivatives and Hedging (Topic 815): Targeted
Improvements to Accounting for Hedging Activities. This ASU is designed to better align hedge accounting with an
organization’s risk management activities in the financial statements. In addition, this ASU simplifies the application
of hedge accounting guidance in areas where practice issues exist. This ASU is effective for interim and annual
periods after December 15, 2018. Early adoption is permitted, and requires that the effect of adoption should be
reflected as of the beginning of the fiscal year of adoption. The Company early adopted this ASU as of January 1,
2018. Upon adoption, the Company recorded a cumulative effect adjustment of $5.1 million and corresponding tax
effect adjustment of $1.3 million to Accumulated Other Comprehensive Income (“AOCI”) from accumulated earnings.
This adjustment is intended to ensure that the resulting AOCI balance represents the cumulative change in the hedging
instruments’ fair value since hedge inception, less any amounts that should have been recognized in earnings under this
ASU. Going forward, the earnings effect of the hedged items will be recorded in the same line item in the Condensed
Consolidated Statements of Operations in which the earnings effect of the hedged item is reported when the hedged
item affects earnings.



Pending Adoption



Leases

On February 25, 2016, the FASB issued ASU No. 2016-02, Leases. This ASU introduces a lessee model that brings
most leases on the balance sheet. The new standard establishes a right-of-use (“ROU”) model that requires a lessee to
recognize an ROU asset and lease liability on the balance sheet for all leases with a term longer than 12 months.
Leases will be classified as financing or operating, with balance sheet classification affecting the pattern and
classification of expense recognition in the income statement. 

  

This ASU is effective for annual periods beginning after December 15, 2018, and interim periods within those fiscal
years. The Company expects to adopt the new standard on its effective date. A modified retrospective transition
approach is required for leases existing at, or entered into after, the beginning of the earliest comparative period
presented in the Condensed Consolidated Financial Statements, with certain practical expedients available.

  

The Company expects that this standard will have a material effect on its Condensed Consolidated Financial
Statements. The Company is currently evaluating significant contracts and assessing the potential impacts. Based on
the assessments performed thus far, the Company believes that it has certain manufacturing equipment leases
currently classified as operating leases that will be classified as finance leases under the new standard. As of March
31, 2018 and December 31, 2017, the Company estimates that the ROU asset and liability associated with these leases
would be approximately $100 million and $72 million, respectively. This estimate is based upon the present value of
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the remaining minimum lease payments for equipment that was subject to lease agreements as of March 31, 2018 and
December 31, 2017.

  

In addition, the Company has numerous real estate and equipment leases currently classified as operating that the
Company believes will continue to be classified as operating under the new standard. The Company expects that the
ROU assets and liabilities associated with these leases will be material, but has not yet quantified the total balance
sheet impact for these leases.



Goodwill Impairment

On January 26, 2017, the FASB issued ASU No. 2017-04, Simplifying the Test for Goodwill Impairment. This ASU
simplifies the accounting for goodwill impairments by eliminating step 2 from the goodwill impairment test, and is
effective for annual and any interim impairment tests for periods beginning after December 15, 2019. Early adoption
of the ASU is allowed for all entities beginning with any goodwill impairment test occurring and performed after
January 1, 2017. The Company does not expect a material financial statement impact related to the adoption of this
ASU.



Note 3. Revenue



On January 1, 2018, the Company adopted FASB ASC No. 606, Revenue from Contracts with Customers, using the
modified retrospective method as applied to customer contracts that were not completed as of January 1, 2018. As a
result, financial information for reporting periods beginning on or after January 1, 2018 are presented in accordance
with ASC No. 606, while comparative financial information has not been adjusted and continues to be reported in
accordance with the Company’s revenue recognition policies prior to the adoption of ASC No. 606.



The Company enters into contracts with its customers that create enforceable rights and obligations. Each such
contract requires the Company to supply products for specific vehicle programs. The Company has determined that
each unit produced represents a separate performance obligation. The Company satisfies its performance obligations
and recognizes revenue at a point in time when the customer has obtained control of the unit. Determining when
control transfers requires management to make judgments that affect the timing of revenue recognized. The Company
has determined that control has transferred when its products are shipped to its customers because the Company has a
present right to payment at that time,  legal title and risk of loss have passed to the customer, and the customer is able
to direct the use of, and obtain substantially

6
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all of the benefits from, the products. Invoices are generated upon shipment to the customer and are based on
contractually agreed upon unit prices. The Company has payment terms with its customers that generally require
payment within 30 to 60 days of invoice date.  ASC No. 606 provides a practical expedient that allows companies to
exclude from the transaction price any amounts collected from customers for all sales (and other similar) taxes. We do
not include sales and other taxes in our transaction price and thus do not recognize these amounts as
revenue. Shipping and handling costs are accounted for as fulfillment costs and are included in cost of sales. 



It is common for the Company to negotiate pricing with its customers on an annual basis which can result in price
adjustments over the program lives or other variable consideration adjustments. Based on extensive historical
experience, the Company has concluded its estimate of variable consideration is not constrained. Therefore the
Company accrues for these items using the most likely amount method in accordance with FASB ASC No. 606-10-32
and records adjustments to revenue throughout the year as negotiations progress and are finalized. In certain cases, the
Company provides lump sum payments to its customers that are directly related to awarded programs. These
payments are expected to be recovered over the life of the associated program; therefore, the Company capitalizes
these payments and amortizes them into revenue over the life of the associated program. 



The Company participates in certain of its customers’ steel repurchase programs, under which it purchases steel
directly from a customer’s designated steel supplier, for use in manufacturing products for that customer. The
Company takes delivery and title to such steel and bears the risk of loss and obsolescence. The Company invoices its
customers based upon annually negotiated selling prices, which inherently include a component for steel under such
repurchase programs. Under guidance provided in FASB ASC No. 606-10-55, Principal versus Agent Considerations,
the Company has risks and rewards of a principal and therefore, for sales transactions in which the Company
participates in a customer’s steel resale program, revenue is recognized on a gross basis for the entire amount of the
sales, including the component for purchases under that customer’s steel resale program. The purchases through
customer resale programs have buffered the impact of price swings associated with the procurement of these metals.
The remainder of the Company’s steel and aluminum purchasing requirements are met through contracts with mills, in
which the Company negotiates its own price and seeks to pass through price increases and decreases to the Company’s
customers. 



The Company enters into agreements to produce products for its customers at the beginning of a given vehicle
program’s life. Once such agreements are entered into by the Company, it is obligated to fulfill the customers’
purchasing requirements for the entire production period of the vehicle programs, which range from three to ten years,
and generally, the Company has no provisions to terminate such contracts. These contracts may be terminated by the
Company’s customers at any time. Historically, terminations of these contracts have been minimal.  



Additionally, the Company monitors the aging of uncollected billings and adjusts its accounts receivable allowance on
a quarterly basis, as necessary, based upon its evaluation of the probability of collection. The adjustments made by the
Company due to the write-off of uncollectible amounts have been immaterial for all periods presented. At March 31,
2018 and December 31, 2017, the Company’s accounts receivable, net of allowances were $333.7 million and $239.3
million, respectively. The Company did not have any material unbilled or deferred revenue recorded on the
Condensed Consolidated Balance Sheet as of March 31, 2018 or December 31, 2017.
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For the three months ended March 31, 2018, revenue recognized from performance obligations related to prior periods
(for example, due to changes in transaction price) was not material. 



Revenue expected to be recognized in any future period related to remaining performance obligations, excluding
revenue pertaining to contracts that have an original expected duration of one year or less or contracts where revenue
is recognized as invoiced,  is not material.



See Note 16 for disaggregation of revenue by reportable segment. The following table summarizes the Company’s
vehicle platform mix as a percent of revenues by segment for the three months ended March 31, 2018:




 North America Europe Consolidated
SUV (sport-utility vehicles) 54% 24% 45% 
Pickup 28% 0% 20% 
Small Car 4% 39% 15% 
Van 4% 21% 9% 
Large Car 7% 8% 7% 
MPV (multi-purpose vehicles) 2% 2% 2% 
All Other 1% 7% 3% 
 100% 100% 100% 

7
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Note 4. Inventories

Inventories are stated at the lower of cost or net realizable value. Cost is determined by the first-in, first-out method.
Maintenance, repair, and non-productive inventory, which are considered consumables, are expensed when acquired
and included in the Condensed Consolidated Statements of Operations as cost of sales. Inventories consist of the
following (in thousands):








March
31, 2018

December
31, 2017

Raw materials $ 41,773 $ 33,929 
Work in process 18,212 16,112 
Finished goods 26,712 28,704 
  Total inventory $ 86,697 $ 78,745 




Note 5. Discontinued Operations and Assets Held for Sale



During the second quarter of 2016, the Company’s Board of Directors approved a plan to sell the Company’s remaining
business operations in Brazil and China. At March 31, 2018, the Brazilian business operation and one Chinese joint
venture in Ningbo, China are considered held for sale in accordance with FASB ASC No. 360, Property, Plant, and
Equipment, and presented as discontinued operations in the Condensed Consolidated Financial Statements, in
accordance with FASB ASC No. 205, Discontinued Operations. At December 31, 2017, both the Brazilian and
Chinese business operations were held for sale and presented as discontinued operations.



The following table discloses select financial information of the discontinued operations of the Company’s Brazilian
and Chinese business operations (in thousands):






Three Months Ended
March 31,

 2018 2017
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Revenues $ 15,345 $ 29,956 
Income from discontinued operations:
Income before provision for income taxes 989 1,829 
Provision for income taxes 127 479 
Income from discontinued operations $ 862 $ 1,350 

China Joint Venture

In October of 2016, the Company entered into an agreement to sell its joint venture in Ningbo, China: Tower DIT
Automotive Products Co., Ltd (“Ningbo”). The agreement is subject to Chinese government approval. The sale
agreement provided for purchase of the Company’s equity in the joint venture for approximately $4 million, net of tax.
The Company anticipates that this transaction will close in the second quarter of 2018.



As of March, 31, 2018, the Company’s China joint venture in Ningbo has been presented as discontinued operations,
and is considered held for sale in accordance with FASB ASC No. 360 and FASB ASC No. 205.



Brazil Operations

During the second quarter of 2016, the Company’s Board of Directors approved a plan to sell the Company’s remaining
business operations in Brazil. At March 31, 2018, the remaining Brazilian business operations are considered held for
sale in accordance with FASB ASC No. 360, and presented as discontinued operations in the Condensed Consolidated
Financial Statements, in accordance with FASB ASC No. 205.

8
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The assets and liabilities held for sale are recorded at the lower of carrying value or fair value less costs to sell and are
summarized by category in the following table (in thousands):






March 31,
2018

December
31, 2017


ASSETS
Current assets $ 24,287 $ 24,024 
Property, plant, and equipment, net 29,188 29,239 
Other assets, net 9,353 9,387 
Fair value adjustment (18,400) (18,400)
Total assets held for sale $ 44,428 $ 44,250 

LIABILITIES
Short-term debt and current maturities of capital lease obligations $ 973 $ 1,129 
Accounts payable 12,052 11,877 
Total current liabilities 13,025 13,006 

Long-term debt, net of current maturities 1,062 1,223 
Other non-current liabilities 3,141 3,107 
Total non-current liabilities 4,203 4,330 
Total liabilities held for sale $ 17,228 $ 17,336 




Note 6. Tooling

Tooling represents costs incurred by the Company in the development of new tooling used in the manufacture of the
Company’s products. All pre-production tooling costs incurred for tools that the Company will not own and that will
be used in producing products supplied under long-term supply agreements are expensed as incurred, unless the
supply agreement provides the Company with the noncancellable right to use the tools or the reimbursement of such
costs is contractually guaranteed by the customer. Generally, the customer agrees to reimburse the Company for
certain of its tooling costs at the time the customer awards a contract to the Company.



When the part for which tooling has been developed reaches a production-ready status, the Company is reimbursed by
its customer for the cost of the tooling, at which time the tooling becomes the property of the customer. The Company
has certain other tooling costs related to tools the Company has the contractual right to use during the life of the
supply arrangement, which are capitalized and amortized over the life of the related product program.
Customer-owned tooling is included in the Condensed Consolidated Balance Sheets in prepaid tooling, notes
receivable, and other, while Company-owned and other tooling is included in other assets, net.
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The components of capitalized tooling costs are as follows (in thousands):






March
31, 2018

December
31, 2017

Customer-owned tooling, net $ 59,695 $ 63,456 
Company-owned tooling 274 277 
Total tooling, net $ 59,969 $ 63,733 




Note 7. Goodwill and Other Intangible Assets

Goodwill

The change in the carrying amount of goodwill is set forth below by reportable segment and on a consolidated basis
(in thousands):





 Europe
North
America Consolidated

Balance at December 31, 2017 $ 56,241 $ 7,424 $ 63,665 
Currency translation adjustment 1,504 563 2,067 
Balance at March 31, 2018 $ 57,745 $ 7,987 $ 65,732 

Intangibles

In the North America segment, an intangible asset of $3.6 million related to customer relationships was recorded in
2015, as part of the acquisition of a facility in Mexico. This intangible asset has a definite life and is being amortized
on a straight-line basis over seven years, the estimated life of the related asset, which approximates the recognition of
related revenues.

9
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The Company incurred amortization expense of $0.1 million and $0.1 million for the three months ended March 31,
2018 and 2017, respectively.



Note 8. Restructuring and Asset Impairment Charges

As of March 31, 2018, the Company has executed various restructuring plans and may execute additional plans in the
future to reduce corporate overhead, to realign manufacturing capacity to prevailing global automotive production
levels, and to improve the utilization of remaining facilities. Estimates of restructuring charges are based on
information available at the time such charges are recorded. Due to the inherent uncertainty involved in estimating
restructuring expenses, actual amounts paid for such activities may differ from amounts initially recorded.
Accordingly, the Company may record revisions of previous estimates by adjusting previously established reserves.

Restructuring and Asset Impairment Charges

Net restructuring and asset impairment charges for each of the Company’s segments include the following (in
thousands):






Three Months
Ended March 31,

 2018 2017
Europe $ 386 $ 128 
North America 1,162 3,783 
Consolidated $ 1,548 $ 3,911 





The following table sets forth the Company’s net restructuring and asset impairment charges by type for the periods
presented (in thousands):
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Three Months
Ended March 31,

 2018 2017
Employee termination costs $ 1,161 $ 3,695 
Other exit costs 387 216 
Total restructuring expense $ 1,548 $ 3,911 

The charges incurred during the three months ended March 31, 2018 and 2017 related primarily to the following
actions:

2018 Actions

During the three months ended March 31, 2018, the charges incurred in the North America and Europe segments
related to severance charges and ongoing maintenance expense of facilities closed as a result of prior actions.



2017 Actions

During the three months ended March 31, 2017, the charges incurred in the North America segment related to
severance charges to reduce corporate overhead and ongoing maintenance expense of facilities closed as a result of
prior actions. The charges incurred in the Europe segment related to severance charges to reduce fixed costs.



Restructuring Reserve

The table below summarizes the activity in the restructuring reserve by segment, reflected in accrued liabilities and
other non-current liabilities, for the above-mentioned actions through March 31, 2018 (in thousands):





 Europe
North
America Consolidated

Balance at December 31, 2017 $ 977 $ 4,070 $ 5,047 
Payments (638) (2,814) (3,452)
Increase in liability 386 775 1,161 
Balance at March 31, 2018 $ 725 $ 2,031 $ 2,756 

Except as disclosed in the table above, the Company does not anticipate incurring additional material cash charges
associated with the actions described above. The changes in the restructuring reserve set forth in the table above do
not agree with the restructuring charges for the period, as certain items are expensed as incurred related to the actions
described.
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The restructuring reserve decreased during the three months ended March 31, 2018, reflecting primarily payments
related to prior accruals and 2018 restructuring actions, offset partially by accruals for severance.

10
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During the three months ended March 31, 2018, the Company incurred payments in Europe of $0.6 million and in
North America of $2.8 million related to prior accruals and 2018 restructuring actions described above.

Note 9. Debt

Short-Term Debt

Short-term debt consists of the following (in thousands):






March
31, 2018

December
31, 2017

Current maturities of debts (excluding capital leases) $ 26,316 $ 36,500 
Current maturities of capital leases 5,469 5,548 
Total short-term debt $ 31,785 $ 42,048 

Long-Term Debt

Long-term debt consists of the following (in thousands):






March 31,
2018

December
31, 2017

Term Loan Credit Facility (net of discount of $2,196 and $2,288) $ 355,689 $ 356,501 
Other foreign subsidiary indebtedness 22,701 32,885 
Debt issue costs (7,856) (8,148)
Total debt 370,534 381,238 
Less: Current maturities of debts (excluding capital leases) (26,316) (36,500)
Total long-term debt $ 344,218 $ 344,738 


Term Loan Credit Facility



On March 7, 2017, the Company amended the Term Loan Credit Agreement by entering into the Third Refinancing
Term Loan Amendment and Restatement Agreement (“Third Term Loan Amendment”), pursuant to which, among other
things, the outstanding term loans under the Term Loan Credit Agreement were refinanced in full. There were no
additional borrowings associated with this refinancing. The aggregate principal amount of $358.9 million was
outstanding under the Term Loan Credit Agreement upon amendment. The maturity date of the Term Loan Credit
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Facility is March 7, 2024 and the Term Loans bear interest at (i) the Alternate Base Rate plus a margin of 1.75% or
(ii) the Adjusted LIBO Rate (calculated by multiplying the applicable LIBOR rate by a statutory reserve rate) plus a
margin of 2.75%.



The Term Loan Borrower’s obligations under the Term Loan Credit Facility are guaranteed by the Company on an
unsecured basis and guaranteed by Term Loan Holdco and certain of the Company's other direct and indirect domestic
subsidiaries on a secured basis (the “Subsidiary Guarantors”). The Term Loan Credit Facility is secured by (i) a first
priority security interest in certain assets of the Term Loan Borrower and the Subsidiary Guarantors, other than, inter
alia, accounts, chattel paper, inventory, cash deposit accounts, securities accounts, machinery, equipment and real
property and all contract rights, and records and proceeds relating to the foregoing and (ii) on a second priority basis
to all other assets of the Term Loan Borrower and the Subsidiary Guarantor which have been pledged on a first
priority basis to the agent for the benefit of the lenders under the Amended Revolving Credit Facility described below.



The Term Loan Credit Agreement includes customary covenants applicable to certain of the Company’s subsidiaries
and includes customary events of default and amounts due thereunder may be accelerated upon the occurrence of an
event of default.



As of March 31, 2018, the outstanding principal balance of the Term Loan Credit Facility was $355.7 million (net of a
$2.2 million original issue discount) and the effective interest rate was 4.5% per annum.

Amended Revolving Credit Facility



On March 7, 2017, the Company entered into a Fourth Amended and Restated Revolving Credit and Guaranty
Agreement (“Fourth Amended Revolving Credit Facility Agreement”), by and among Tower Automotive Holdings
USA, LLC, the Company, Tower Automotive Holdings I, LLC, Tower Automotive Holdings II(a), LLC, the
subsidiary guarantors named therein, the financial institutions from time to time party thereto as Lenders, and
JPMorgan Chase Bank, N.A. as Issuing Lender, as Swing Line Lender, and as Administrative Agent for the Lenders.
The Fourth Amended Revolving Credit Facility Agreement amended and restated, in its entirety, the Third Amended
Revolving Credit Facility Agreement, dated as of September 17, 2014, by and among Tower Automotive Holdings
USA, LLC (“the Borrower”), its domestic affiliate and domestic subsidiary guarantors named therein, and the lenders
party thereto, and the Agent.

11
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The Fourth Amended Revolving Credit Facility Agreement provides for a cash flow revolving credit facility in the
aggregate amount of up to $200 million. The Fourth Amended Revolving Credit Facility Agreement also provides for
the issuance of letters of credit in an aggregate amount not to exceed $30 million, provided that the total amount of
credit (inclusive of revolving loans and letters of credit) extended under the Fourth Amended Revolving Credit
Facility Agreement is subject to an overall cap, on any date, of $200 million. The Company may request the issuance
of Letters of Credit denominated in Dollars or Euros. The expiration date for the Amended Revolving Credit Facility
is March 7, 2022.

Advances under the Amended Revolving Credit Facility bear interest at an alternate base rate plus a base rate margin
or LIBOR plus a Eurodollar margin. The applicable margins are determined by the Company’s Total Net Leverage
Ratio (as defined in the Fourth Amended Revolving Credit Facility Agreement). As of March 31, 2018, the applicable
margins were 2.25% per annum for LIBOR based borrowings and 1.25% per annum for base rate borrowings. The
Company will pay a commitment fee at a rate equal to 0.50% per annum on the average daily unused total revolving
credit commitment.



The Amended Revolving Credit Facility is guaranteed by the Company on an unsecured basis and is guaranteed by
certain of the Company’s other direct and indirect domestic subsidiaries on a secured basis. The Amended Revolving
Credit Facility is secured (i) by a first priority security interest in certain assets of the Borrower and the Subsidiary
Guarantors, including accounts, inventory, chattel paper, cash, deposit accounts, securities accounts, machinery,
equipment and real property and all contract rights, and records and proceeds relating to the foregoing and (ii) on a
second priority basis to all other assets of the Borrower and the Subsidiary Guarantors. The Borrower’s and each
Subsidiary Guarantor’s pledge of such assets as security for the obligations under the Amended Revolving Credit
Facility is evidenced by a Revolving Credit Security Agreement dated as of March 17, 2017, among the Borrower, the
guarantors party thereto, and the Agent.



The Fourth Amended Revolving Credit Facility Agreement contains customary covenants applicable to certain of the
Company’s subsidiaries and includes customary events of default and amounts due there under may be accelerated
upon the occurrence of an event of default.

As of March 31, 2018, there was $192 million of unutilized borrowing availability under the Amended Revolving
Credit Facility. At that date, there was $8 million of letters of credit outstanding under the Amended Revolving Credit
Facility.



Other Foreign Subsidiary Indebtedness



As of March 31, 2018, other foreign subsidiary indebtedness of $22.7 million consisted of receivables factoring in
Europe.
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The change in foreign subsidiary indebtedness from December 31, 2017 to March 31, 2018 is explained by the
following (in thousands): 





 Europe
Balance at December 31, 2017 $ 32,885 
Change in borrowings on credit facilities, net (12,551)
Foreign exchange impact 2,367 
Balance at March 31, 2018 $ 22,701 

Generally, borrowings of foreign subsidiaries are made under credit agreements with commercial lenders and are used
to fund working capital and other operating requirements.



As of March 31, 2018, the receivables factoring facilities balance available to the Company was $22.7 million (€18.4
million), of which the entire amount was drawn. These are uncommitted, demand facilities which are subject to
termination at the discretion of the banks and bear interest rates based on the average three month EURIBOR plus a
spread ranging from 2.50% to 3.00%. The effective annual interest rates as of March 31, 2018 ranged from 2.17% to
2.67%, with a weighted average interest rate of 2.5% per annum. Any receivables factoring under these facilities is
with recourse and is secured by the accounts receivable factored. These receivables factoring transactions are recorded
in the Company’s Condensed Consolidated Balance Sheets in short-term debt and current maturities of capital lease
obligations.

As of March 31, 2018,  the secured line of credit balance available to the Company was $12.3 million (€10 million), of
which no borrowings were outstanding. The facility bears an interest rate based on the EURIBOR plus a spread of
1.15% and matures in October 2018.  The facilities are secured by certain accounts receivable related to
customer-owned tooling, real estate, and other assets, and are subject to negotiated prepayments upon the receipt of
funds from completed customer projects. 

As of March 31, 2018, the Company’s European subsidiaries had an asset-based revolving credit facility balance
available to the Company of $43.2 million  (€35 million),  of which no borrowings were outstanding. Advances under
this facility bear interest at the three month EURIBOR plus a margin or at EONIA plus a margin. The applicable
margin is determined by the Company's total net leverage ratio as defined in the debt agreement. The applicable
margin as of March 31, 2018 was 1.95%. The Company is required to pay a commitment fee at a rate equal to
0.6825% per annum on the average daily unused total revolving credit commitment. This facility has a maturity date
of November 2022. Availability on the credit facility is determined based upon the appraised value of certain
machinery, equipment, and real estate, subject to a borrowing base availability limitation and customary covenants.
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The facility that it replaced had an interest rate based upon the one month LIBOR plus a spread of 3.00% to 4.00%
and had a maturity date of October 2017. The Company paid a commitment fee at a rate equal to 0.50% per annum on
the average daily unused total revolving credit commitment. Availability on the credit facility was determined based
upon the appraised value of certain machinery, equipment, and real estate, subject to a borrowing base availability
limitation and customary covenants.

Covenants

As of March 31, 2018,  the Company was in compliance with the financial covenants that govern its credit
agreements.



Capital Leases

The Company had capital lease obligations of $5.5 million and $5.5 million as of March 31, 2018 and December 31,
2017, respectively. These obligations are presented within short-term debt and current maturities of capital lease
obligations in the Condensed Consolidated Balance Sheets.



The Company’s capital lease obligation relates to a manufacturing facility in Europe. The original term of the capital
lease ended on March 31, 2018 and the Company is currently in the process of completing the purchase of the facility
utilizing the end of the lease term purchase option. The Company expects to complete the purchase during the second
quarter of 2018.



Debt Issue Costs

The Company had debt issuance costs, net of amortization, of $7.9 million and $8.2 million as of March 31, 2018 and
December 31, 2017, respectively. These amounts are reflected in the Condensed Consolidated Balance Sheets as a
direct deduction from long-term debt, net of current maturities.

The Company incurred interest expense related to the amortization of debt issue costs of $0.3 million and $0.8 million
during the three months ended March 31, 2018 and 2017, respectively.

Note 10. Derivative Financial Instruments

The Company’s derivative financial instruments include interest rate and cross currency swaps. The Company does not
enter into derivative financial instruments for trading or speculative purposes. On an on-going basis, the Company
monitors counterparty credit ratings. The Company considers credit non-performance risk to be low because the
Company enters into agreements with commercial institutions that have at least an S&P, or equivalent, investment
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grade credit rating. On October 17, 2014, the Company entered into a $200 million variable rate to fixed rate interest
rate swap for a portion of the Company’s Term Loan and a €157.1 million cross currency swap based on the U.S.  dollar
/ Euro exchange spot rate of $1.2733 which was the prevailing rate at the time of the transaction. The maturity date for
both swap instruments was April 16, 2020. During the year ended December 31, 2015, the Company reduced the
notional amount of the interest rate swap from $200 million to $186.1 million and increased the notional amount on
the cross currency swap from €157.1 million to €178 million.

On March 7, 2017, the Company amended the variable rate to fixed rate interest rate swap, for a portion of the
Company’s Term Loan. The U.S. dollar notional amount remained the same at $186.1 million, the fixed interest rate
was changed from 5.09% to 5.628% per annum, and the maturity date was extended from April 16, 2020 to March 7,
2024. The fair value of the swap will fluctuate with changes in interest rates.



Also on March 7, 2017, the Company amended the cross currency swap which hedges its net investment in Europe,
based on the U.S. dollar / Euro exchange spot rate of $1.04795. The Euro notional amount remained the same at €178
million, the interest rate was lowered from 3.40% to 2.85%, and the maturity date was extended from April 16, 2020
to March 7, 2024.



Both swaps were amended and restated in conjunction with the March 7, 2017 amendment to the Company’s Term
Loan Credit Agreement.



On August 31, 2017, the Company amended certain of its variable rate to fixed rate interest rate swaps, for a portion
of the Company’s Term Loan. The U.S. dollar notional amount remained the same at $186.1 million, the fixed interest
rate was changed from 5.628% to 5.878% per annum for certain swaps, and the maturity date remained at March 7,
2024. The fair value of the swap will fluctuate with changes in interest rates. This amendment was considered a
termination event per FASB ASC No. 815, Derivatives and Hedging; therefore, the balance within AOCI will be
frozen and recognized in results of operations over the remaining term of the hedged transaction. As of March 31,
 2018, $6.7 million was remaining in AOCI and $0.3 million was recognized in interest expense during the three
months ended March 31,  2018. 



At March 31, 2018 and December 31, 2017, the U.S. dollar / Euro exchange spot rate was $1.2326 and $1.2009,
respectively. The following amounts were recorded in the Condensed Consolidated Balance Sheets as being payable
to counterparties under FASB ASC No. 815 (in thousands):







 Location
March
31, 2018

December
31, 2017

Cross currency swap Other non-current liabilities $ 35,549 $ 27,001 
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Interest rate swap Other non-current liabilities 4,693 8,918 
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All derivative instruments are recorded at fair value. Effectiveness for net investment and cash flow hedges is initially
assessed at the inception of the hedging relationship and on a quarterly basis thereafter. The change in fair value of the
hedging instruments is recorded in other comprehensive income. The earnings effect of the hedged items is recorded
in the Condensed Consolidated Statements of Operations as interest expense when the hedged item affects earnings.
The cross currency swap qualifies as a net investment hedge of the Company’s European subsidiaries. The interest rate
swap qualifies as a cash flow hedge of the interest payments related to the Company’s Term Loan. Prior to March 7,
2017, the Company had not accounted for the interest rate swap as a cash flow hedge, and all changes in fair value
were recognized in the Condensed Consolidated Statements of Operations as interest expense, net.



The following table presents the deferred gain / (loss) reported in AOCI at March 31, 2018 and December 31, 2017 (in
thousands):








Deferred gain in
AOCI


March
31, 2018

December
31, 2017

Cross currency swap $ 5,453 $ 9,849 
Interest rate swap (2,052) (7,537)
Total $ 3,401 $ 2,312 


The following table presents the total amounts reported in interest expense in the Condensed Consolidated Statement
of Operations and the effects of hedging on those line items:







Three
Months
Ended
March
31,

 2018
Interest expense $ 5,162 

Effect of hedging (128)






Note 11. Income Taxes
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During the three months ended March 31, 2018, the Company recorded income tax expense of $5.1 million on $21.5
million of pre-tax profit from continuing operations for a consolidated effective tax rate of 23.6%. Included in the $5.1
million of consolidated tax expense was $4 million of deferred tax expense attributable to U.S. operations. The
consolidated effective tax rate for the year 2018 decreased primarily due to the enactment of the Tax Cuts and Jobs
Act (the “TCJA”) on December 22, 2017.



The TCJA includes significant changes to the U.S. corporate income tax system. Among other items, the TCJA
lowered the corporate income tax rate from 35% to 21% and created a new modified territorial tax system exempting
foreign profits from U.S. taxation with some exceptions. It also required a one-time deemed repatriation of
accumulated foreign earnings for the year ended December 31, 2017. To determine the amount of the deemed
repatriation and any associated repatriation tax, the Company was required to determine, in addition to other factors,
the amount of post-1986 profits or losses of each foreign subsidiary, as well as the amount of foreign income taxes
paid on such profits or losses. As noted at year end, the Company made a reasonable estimate that no transition tax
was due. This represented the Company's provisional estimate at year end and the Company did not make any
additional measurement-period adjustments related to this item during the first quarter of 2018. The Company
continues to gather additional information to more precisely compute the amount of its deemed repatriation, if
any. The Company expects to fully complete its accounting for this item within the prescribed measurement period. 



During the three months ended March 31, 2017, the Company recorded income tax expense of $6.5 million on $22.6
million of pre-tax profit from continuing operations for a consolidated effective tax rate of 28.8%. Included in the $6.5
million of consolidated tax expense was $5.3 million of deferred tax expense attributable to U.S. operations.





Note 12. Retirement Plans

The Company sponsors a pension and various other postretirement benefit plans for its employees. Each plan serves a
defined group of employees and has varying levels of Company contributions. The Company’s contributions to certain
plans may be required by the terms of the Company’s collective bargaining agreements. The components of net
periodic benefit cost are included within net periodic benefit income on the Condensed Consolidated Statement of
Operations.
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The following tables provide the components of net periodic pension benefit cost and other post-retirement benefit
cost (in thousands):




 Pension Benefits Other Benefits


Three Months Ended
March 31,

Three Months
Ended March
31,

 2018 2017 2018 2017
Service cost $ 5 $ 5 $ 2 $ 2 
Interest cost 1,835 1,924 128 136 
Expected return on plan assets (a) (2,537) (2,555)  -  -
Amortization of prior service credit (24) (24) 33 33 
Net periodic benefit cost / (income) $ (721) $ (650) $ 163 $ 171 


(a)Expected rate of return on plan assets is 7.40% for 2018 and was 7.40% for 2017

The Company expects its minimum pension funding requirements to be $6.1 million during 2018. During the three
months ended March 31, 2018, the Company made contributions of $1.5 million.



Additionally, during the three months ended March 31, 2018, the Company contributed $1.6 million to its defined
contribution retirement plans.



Note 13. Stockholders’ Equity and Noncontrolling Interests

The table below provides a reconciliation of the carrying amount of total stockholders’ equity, including stockholders’
equity attributable to Tower International, Inc. (“Tower”) and equity attributable to the noncontrolling interests (“NCI”)
(in thousands):




 Three Months Ended March 31,
 2018 2017
 Tower NCI Total Tower NCI Total
Stockholders' equity beginning balance $ 269,872 $  - $ 269,872 $ 207,795 $ 6,144 $ 213,939 
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Net income 17,300  - 17,300 17,345 68 17,413 
Other comprehensive income / (loss):
Foreign currency translation adjustments 6,305  - 6,305 5,830 52 5,882 
Unrealized loss on qualifying cash flow hedge 4,115  - 4,115 (4,074)  - (4,074)
 Total comprehensive income 27,720  - 27,720 19,101 120 19,221 
Vesting of RSUs 1  - 1 2  - 2 
Treasury stock (474)  - (474) (761)  - (761)
Share based compensation expense 703  - 703 499  - 499 
Proceeds from stock options exercised 112  - 112 938  - 938 
Dividend paid (2,465)  - (2,465) (2,242)  - (2,242)
Cumulative effect of the adoption of ASU No.
2016-09

 -  -  - 5,329  - 5,329 

Cumulative effect of the adoption of ASU No.
2017-12,

net of tax of $1.3 million (3,848)  - (3,848)  -  -  -
Stockholders' equity ending balance $ 291,621 $  - $ 291,621 $ 230,661 $ 6,264 $ 236,925 

On June 17, 2016, the Company announced its Board of Directors’ authorization to repurchase up to $100 million of
the Company’s issued and outstanding common stock from time to time in the open market, or in privately negotiated
transactions. The Company expects to fund such repurchases from cash flow from operations, cash on hand, asset
dispositions, and borrowings under its revolving credit facility. Through March 31, 2018, the Company repurchased a
total of 829,648 shares of common stock at an aggregate cost of $18.9 million under this repurchase program. During
the three months ended March 31, 2018,  no shares have been repurchased under this repurchase program.



The following table presents the components of accumulated other comprehensive loss (in thousands): 






As of
March 31,
2018

As of
December
31, 2017 Change

Foreign currency translation adjustments, net of tax / (benefit) of ($1 million) and
$0.1 million $ (18,556) $ (24,861) $ 6,305 
Defined benefit plans, net of tax of $15 million and $15 million (38,249) (38,249)  -
Unrealized loss on qualifying cash flow hedge, net of tax / (benefit) of ($1.5
million)

and ($2.8 million) (583) (4,698) 4,115 
Accumulated other comprehensive loss $ (57,388) $ (67,808) $ 10,420 
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The following table presents the changes in accumulated other comprehensive loss by component, net of tax (in
thousands) for the three months ended March 31, 2018:






Unrealized
loss on Foreign Currency


Qualifying
cash flow Defined Benefit Translation

 Hedge Plan Adjustments Total
Balance at December 31, 2017 $ (4,698) $ (38,249) $ (24,861) $ (67,808)
Other comprehensive income before reclassification 4,115  - 6,305 10,420 
Net current-period other comprehensive income 4,115  - 6,305 10,420 
Balance at March 31, 2018 $ (583) $ (38,249) $ (18,556) $ (57,388)


The following table presents the changes in accumulated other comprehensive loss by component, net of tax (in
thousands) for the three months ended March 31, 2017:






Unrealized
loss on Foreign Currency


Qualifying
cash flow Defined Benefit Translation

 Hedge Plan Adjustments Total
Balance at December 31, 2016 $  - $ (38,972) $ (44,411) $ (83,383)
Other comprehensive loss before reclassification (4,074)  - 5,830 1,756 
Net current-period other comprehensive loss (4,074)  - 5,830 1,756 
Balance at March 31, 2017 $ (4,074) $ (38,972) $ (38,581) $ (81,627)

Note 14. Earnings per Share (“EPS”)

Basic earnings per share is calculated by dividing the net income attributable to Tower International, Inc. by the
weighted average number of common shares outstanding.

The share count for diluted earnings per share is computed on the basis of the weighted average number of common
shares outstanding plus the effects of dilutive common stock equivalents (“CSEs”) outstanding during the period. CSEs,
which are securities that may entitle the holder to obtain common stock, include outstanding stock options and
restricted stock units. When the average price of the common stock during the period exceeds the exercise price of a
stock option, the options are considered potentially dilutive CSEs. When there is a loss from continuing operations,
potentially dilutive shares are excluded from the computation of earnings per share, as their effect would be
anti-dilutive.
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The Company included the effects of all dilutive shares for the three months ended March 31, 2018 and March 31,
2017.



A summary of the information used to compute basic and diluted net income per share attributable to Tower
International, Inc. is shown below (in thousands – except share and per share amounts):






Three Months Ended March
31,

 2018 2017
Income from continuing operations $ 16,438 $ 16,063 
Income from discontinued operations, net of tax 862 1,350 
Net income 17,300 17,413 
Less: Net income attributable to the noncontrolling interests  - 68 
Net income attributable to Tower International, Inc. $ 17,300 $ 17,345 

Basic income per share:
Continuing operations $ 0.80 $ 0.78 
Discontinued operations 0.04 0.07 
Net income attributable to Tower International, Inc. 0.84 0.85 
Basic weighted average shares outstanding 20,556,613 20,425,216 

Diluted income per share:
Continuing operations $ 0.79 $ 0.77 
Discontinued operations 0.04 0.06 
Net income attributable to Tower International, Inc. 0.83 0.83 
Diluted weighted average shares outstanding 20,951,973 20,820,457 
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Note 15. Share-Based and Long-Term Compensation

Share-Based Compensation

2010 Equity Incentive Plan (“the Plan”)

The Company adopted an equity incentive plan in connection with its 2010 initial public offering that allows for the
grant of stock options, restricted stock awards, other equity-based awards, and certain cash-based awards to be made
pursuant to the Plan. The eligibility requirements and terms governing the allocation of any common stock and the
receipt of other consideration under the Plan are determined by the Board of Directors and/or its Compensation
Committee.

At March 31, 2018,  582,897 shares were available for future grants of options and other types of awards under the
Plan.



The following table summarizes the Company’s award activity during the three months ended March 31, 2018:  





 Options
Restricted Stock
Units

 Weighted Weighted

 Average
Average
Grant 

Outstanding at: Shares Exercise Price Shares
Date
Fair Value

December 31, 2017 365,677 $ 12.22 213,022 $ 26.30 
Granted  -  - 237,593 26.26 
Options exercised or RSUs issued (8,579) 13.07 (62,225) 26.32 
Forfeited  -  - (2,107) 26.22 
March 31, 2018 357,098 $ 12.20 386,283 $ 26.27 
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Stock Options

The exercise price of each stock option equals the market price of the Company’s common stock on the grant date.
Compensation expense is recorded at the grant date fair value and is recognized on a straight-line basis over the
applicable vesting periods. The Company’s stock options generally vest over three years, with a maximum term of ten
years.

The Company calculates the weighted average grant date fair value of each option granted using a Black-Scholes
valuation model. During the three months ended March 31, 2018 and 2017 the Company did not recognize any
expense relating to the options as all of the expense associated with these options had been fully recognized in
previous periods.

As of March 31, 2018, the Company had an aggregate of 357,098 stock options that had been granted, but had not yet
been exercised. As of March 31, 2018, the remaining average contractual life for these options is approximately four
years. During the three months ended March 31, 2018,  8,579 options were exercised, which had an aggregate intrinsic
value of $0.1 million. As of March 31, 2018,  357,098 stock options were exercisable, which had an aggregate
intrinsic value of $5.6 million. During the three months ended March 31, 2018, no stock options were granted,
forfeited, or expired.



Restricted Stock Units (“RSUs”)

The grant date fair value of each RSU equals the market price of the Company’s common stock on its date of grant.
Compensation expense is recorded at the grant date fair value, less an estimated forfeiture amount, and is recognized
on a straight-line basis over the applicable vesting periods. The Company’s RSUs generally vest over a three year
period.

During the three months ended March 31, 2018 and 2017, the Company recognized expense relating to the RSUs of
$0.7 million and $0.5 million, respectively. As of March 31, 2018, the Company had $7.7 million of unrecognized
compensation expense associated with these RSUs, which will be amortized on a straight-line basis over the next 23
months, on a weighted average basis.

As of March 31, 2018, the Company had an aggregate of 386,283 RSUs that had been granted, but had not yet vested.
During the three months ended March 31, 2018,  237,593 RSUs were granted and 2,107 RSUs were forfeited.

During the first three months of 2018, a total of 62,225 RSUs vested, resulting in the issuance of 62,225 shares. The
fair value of these shares was $1.6 million. This total was reduced by shares repurchased to provide payment for
certain individuals’ minimum statutory withholding tax. After offsets for withholding taxes, a total of 44,161 shares of
common stock were issued. The Company paid $0.5 million to acquire 18,064 vested shares to cover the minimum
statutory withholding taxes.
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Long-Term Compensation



Performance Award Agreements

Under the provisions of the 2010 Equity Incentive Plan, the Company grants certain awards annually in March
pursuant to Performance Award Agreements to approximately 80 executives. These awards are designed to provide
the executives with an incentive to participate in the long-term success and growth of the Company. The Performance
Award Agreements provide for cash-based awards that vest upon payment. Pursuant to meeting the performance
conditions set forth in the Performance Award Agreements, each award will be paid three years after it is granted.
These awards are also subject to payment upon a change in control or termination of employment, if certain criteria
are met. These awards represent unfunded, unsecured obligations of the Company.

2015 Awards

One half of the awards granted in 2015 were based upon the Company's Adjusted EPS Growth Rate, which is defined
as the Company’s cumulative Adjusted EPS for the performance period of the awards, stated in terms of a percentage
growth rate. The Company's EPS was adjusted to exclude the effect of unusual, and/or nonrecurring items and then
was divided by the number of fiscal years in the specified period, stated in terms of a percentage growth rate. The
other half of the awards were based upon the Company's percentile ranking of total shareholder return, compared to a
peer group of companies, for the performance period.



Pursuant to meeting the performance conditions set forth in the Performance Award Agreements, the awards granted
in 2015 were paid in the first quarter of 2018.  

2016 and 2017 Awards

One half of the awards granted in 2016 and 2017 will be based upon the Company’s Adjusted EBIT Growth Rate,
which is defined as the Company’s cumulative Adjusted EBIT (earnings before interest and taxes) for the performance
period of the awards, stated in terms of a percentage growth rate. The Company's EBIT will be adjusted to exclude the
effect of extraordinary, unusual, and/or nonrecurring items and then will be divided by the number of fiscal years in
the specified period, stated in terms of a percentage growth rate. The other half of the awards will be based upon the
Company's percentile ranking of total shareholder return, compared to a peer group of companies, for the performance
period.



2018 Awards

One half of the awards granted in 2018 will be based upon the Company’s Adjusted EBITDA Growth Rate, which is
defined as the Company’s cumulative Adjusted EBITDA for the performance period of the awards, stated in terms of a
percentage growth rate. The other half of the awards will be based upon the Company's percentile ranking of total
shareholder return, compared to a peer group of companies, for the performance period.
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The performance period of the awards granted in 2016 is January 1, 2016 through December 31, 2018. The
performance period of the awards granted in 2017 is January 1, 2017 through December 31, 2019. The performance
period of the awards granted in 2018 is January 1, 2018 through December 31, 2020.



During the three months ended March 31, 2018 and 2017, the Company recorded expense related to all performance
awards of $1 million and $0.4 million, respectively. At March 31, 2018, the Company had a liability of $3.3 million
related to these awards, of which $2.1 million is payable in March 2019 and is presented as other current liabilities in
the Condensed Consolidated Balance Sheets, while the remaining $1.2 million is presented as other non-current
liabilities in the Condensed Consolidated Balance Sheets.

Note 16. Segment Information



The Company defines its operating segments as components of its business where separate financial information is
available. The Company’s operating segments are routinely evaluated by management. The Company’s chief operating
decision maker (“CODM”) is its Chief Executive Officer.

The Company produces engineered structural metal components and assemblies primarily serving the global
automotive industry. The Company’s operations have similar economic characteristics and share fundamental
characteristics, including the nature of the products, production processes, margins, customers, and distribution
channels. The Company’s products include body structures stampings, chassis structures (including frames), and
complex welded assemblies for small and large cars, crossovers, pickups, and sport utility vehicles. The Company is
comprised of two operating and reportable segments: Europe and North America.

The Company measures segment operating performance based on Adjusted EBITDA. The Company uses segment
Adjusted EBITDA as the basis for the CODM to evaluate the performance of each of the Company’s reportable
segments.
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The following is a summary of select data for each of the Company’s reportable segments (in thousands):





 Europe
North
America Total

Three Months Ended March 31, 2018:
Revenues $ 171,618 $ 391,888 $ 563,506 
Adjusted EBITDA 8,739 44,370 53,109 
Capital Expenditures 18,080 10,862 28,942 
Total Assets (a) 552,619 774,818 1,327,437 

Three Months Ended March 31, 2017:
Revenues $ 160,152 $ 337,438 $ 497,590 
Adjusted EBITDA 11,176 34,549 45,725 
Capital Expenditures 6,970 16,939 23,909 
Total Assets (a) 496,425 749,283 1,245,708 

(a)As of March 31, 2018 and 2017, total assets include assets held for sale.

Inter-segment sales are not significant for any period presented.



The following is a reconciliation of income before provision for income taxes and income from discontinued
operations to Adjusted EBITDA (in thousands): 








Three Months Ended
March 31,

 2018 2017
Income before provision for income taxes
and income from discontinued operations $ 21,505 22,559 
Restructuring and asset impairment charges, net 1,548 3,911 
Depreciation and amortization 21,395 17,766 
Acquisition costs and other 101 75 
Long-term compensation expense 1,663 912 
Interest expense, net 5,005 406 
Net periodic benefit income (558) (479)
Lease expenses (a) 2,450  -
Other expense (b)  - 575 
Adjusted EBITDA $ 53,109 $ 45,725 
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(a) Represents lease expense incurred related to certain manufacturing equipment that is being leased. Beginning in
2019, FASB ASC No. 842, Leases, will change the financial reporting for leases. Certain of the Company’s
manufacturing equipment leases currently classified as operating leases will be considered financing leases under
the new standard which will require the Company to record the right of use asset as additional property, plant, and
equipment and the associated liability as lease debt.

(b) Represents costs incurred during the three month period ended March 31, 2017, to support the refinancing of the
Company’s term debt.





Note 17. Fair Value of Financial Instruments

FASB ASC No. 820, Fair Value Measurements, defines fair value as the price that would be received to sell an asset,
or paid to transfer a liability, in an orderly transaction between market participants, at the measurement date under
current market conditions (an exit price). The exit price is based upon the amount that the holder of the asset or
liability would receive or need to pay in an actual transaction or in a hypothetical transaction if an actual transaction
does not exist, at the measurement date. In some circumstances, the entry and exit price may be the same; however,
they are conceptually different.



Fair value is generally determined based upon quoted market prices in active markets for identical assets or liabilities.
If quoted market prices are not available, we use valuation techniques that place greater reliance on observable inputs
and less reliance on unobservable inputs. In measuring fair value, we may make adjustments for risks and
uncertainties, if a market participant would include such an adjustment in its pricing.

FASB ASC No. 820 establishes a fair value hierarchy that distinguishes between assumptions based upon market data,
referred to as observable inputs, and the Company’s assumptions, referred to as unobservable inputs. Determining
where an asset or liability falls within that hierarchy depends on the lowest level input that is significant to the fair
value measurement as a whole. An adjustment to the pricing method used within either Level 1 or Level 2 inputs
could generate a fair value measurement that effectively falls in a lower level in the hierarchy. The hierarchy consists
of three broad levels as follows:
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Level 1: Quoted market prices in active markets for identical assets and liabilities;

Level 2: Inputs, other than Level 1 inputs, that are either directly or indirectly observable; and

Level 3: Unobservable inputs developed using estimates and assumptions that reflect those that market participants
would use.

At March 31, 2018, the carrying value and estimated fair value of the Company’s total debt was $378.4 million and
 $380.2 million, respectively. At December 31, 2017, the carrying value and estimated fair value of the Company’s
total debt was $389.4 million and $392.1 million, respectively. The majority of the Company’s debt at March 31, 2018
and December 31, 2017 was comprised of the Term Loan Credit Facility, which can be traded between financial
institutions. Accordingly, this debt has been classified as Level 2. The fair value was determined based upon quoted
values. The remainder of the Company’s debt, primarily consisting of foreign subsidiary indebtedness, is asset-backed
and is classified as Level 3. As this debt carries variable rates and minimal credit risk, the book value approximates
the fair values.

The Company has foreign currency exchange hedges and an interest rate swap that were measured at fair value on a
recurring basis at March 31, 2018 and December 31, 2017. These instruments are recorded in other non-current
liabilities in the Company’s Condensed Consolidated Balance Sheets and the fair value is measured using Level 2
observable inputs such as foreign currency exchange rates, swap rates, cross currency basis swap spreads and interest
rate spreads. At March 31, 2018, the foreign currency exchange hedge (net investment hedge of the Company’s
European subsidiaries) and the interest rate swap had liability fair values of $35.5 million and $4.7 million,
respectively. At December 31, 2017, the foreign currency exchange hedge and the interest rate swap had liability fair
values of $27 million and $8.9 million, respectively.

There were no nonrecurring items that occurred during the three months ended March 31, 2018 that required the
re-measurement of fair value.

The carrying amounts of cash and cash equivalents, accounts receivable, accounts payable, and accrued liabilities
approximate fair value because of the short maturity of these instruments.



Note 18. Commitments and Contingencies

Purchase Commitments

As of March 31, 2018, the Company has issued bank guarantees in the aggregate amount of $43 million related to
progress payments received for the procurement of certain customer-owned tooling, of which the Company has
funded the entire $43 million as of March 31, 2018.
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Environmental Matters

The Company owns properties which have been affected by environmental releases. The Company is actively
involved in investigation and/or remediation at several of these locations.

Accruals for environmental matters are recorded when it is probable that a liability has been incurred and the amount
of the liability can be reasonably estimated. The established liability for environmental matters is based upon
management’s best estimates, on an undiscounted basis, of expected investigation/ remediation costs related to
environmental contamination. It is possible that actual costs associated with these matters will exceed the
environmental reserves established by the Company. Inherent uncertainties exist in the estimates, primarily due to
unknown environmental conditions, changing governmental regulations, and legal standards regarding liability and
evolving technologies for handling site remediation and restoration. At March 31, 2018 and December 31, 2017, the
Company had $1.3 million accrued for environmental matters.

Contingent Matters 

The Company will establish an accrual for matters in which losses are probable and can be reasonably estimated.
These types of matters may involve additional claims that, if granted, could require the Company to pay penalties or
make other expenditures in amounts that will not be estimable at the time of discovery of the matter. In these cases, a
liability will be recorded at the low end of the range if no amount within the range is a better estimate in accordance
with FASB ASC No. 450, Accounting for Contingencies.

Litigation

The Company is subject to various legal actions and claims incidental to its business, including potential lawsuits with
customers or suppliers. Litigation is subject to many uncertainties and the outcome of individual litigated matters is
not probable or estimable. After discussions with counsel litigating these matters, it is the opinion of management that
the outcome of such matters will not have a material impact on the Company’s financial position, results of operations,
or cash flows.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations

Company Overview



We are a leading global manufacturer of engineered automotive structural metal components and assemblies primarily
serving original equipment manufacturers (“OEMs”). We offer our automotive customers a broad product portfolio,
supplying body-structure stampings, frame and other chassis structures, and complex welded assemblies, for small and
large cars, crossovers, pickups, and sport utility vehicles. Our products are manufactured at 23 facilities strategically
located near our customers in North America and Europe. We support our manufacturing operations through six
engineering and sales locations around the world. Our products are offered on a diverse mix of vehicle platforms,
reflecting the balanced portfolio approach of our business model and the breadth of our product capabilities. We
supply products to approximately 130 vehicle models globally to 11 of the 12 largest OEMs based on 2017 production
volumes.

We believe that our engineering, manufacturing, and program management capabilities, our competitive cost, our
financial discipline, and our colleague engagement position us for long-term success.

Recent Trends



Production Volumes

During the first quarter of 2018, industry production volumes decreased slightly from 2017 in Europe and North
America. According to IHS, full year industry production in 2018 is projected to increase in Europe by 2% and
increase in North America by 1%.

Factors Affecting our Industry, Revenues, and Expenses



For information regarding factors that affect our industry, revenues, and expenses, see “Management’s Discussion and
Analysis of Financial Condition and Results of Operations” in our Annual Report on Form 10-K for the year ended
December 31, 2017.

Adjusted EBITDA
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We use the term Adjusted EBITDA throughout this report. We define Adjusted EBITDA as net income / (loss) before
interest, taxes, depreciation, amortization, restructuring items, and other adjustments described in the reconciliations
provided in this report. Adjusted EBITDA is not a measure of performance defined in accordance with accounting
principles generally accepted in the United States (“U.S. GAAP” or “GAAP”). We use Adjusted EBITDA as a supplement
to our GAAP results in evaluating our business.

Adjusted EBITDA is included in this report because it is one of the principal factors upon which our management
assesses performance. Our Chief Executive Officer measures the performance of our segments on the basis of
Adjusted EBITDA. As an analytical tool, Adjusted EBITDA assists us in comparing our performance over various
reporting periods on a consistent basis because it excludes items that we do not believe reflect our core operating
performance.

We believe that Adjusted EBITDA is useful in evaluating our performance as it is a commonly used financial metric
for measuring and comparing the operating performance of companies in our industry. We believe that the disclosure
of Adjusted EBITDA offers an additional financial metric that, when coupled with the GAAP results and the
reconciliation to GAAP results, provides a more complete understanding of our results of operations and the factors
and trends affecting our business.

Adjusted EBITDA should not be considered as an alternative to net income / (loss) as an indicator of our performance,
as an alternative to net cash provided by operating activities as a measure of liquidity, or as an alternative to any other
measure prescribed by GAAP. There are limitations to using non-GAAP measures such as Adjusted EBITDA.
Although we believe that Adjusted EBITDA may make an evaluation of our operating performance more consistent
because it removes items that do not reflect our core operations, other companies in our industry may define Adjusted
EBITDA differently than we do and, as a result, it may not be comparable to similarly titled measures used by other
companies in our industry, and Adjusted EBITDA excludes certain financial information that some may consider
important in evaluating our performance.

We compensate for these limitations by providing disclosure of the differences between Adjusted EBITDA and
GAAP results, including a reconciliation of Adjusted EBITDA to GAAP results, to enable investors to perform their
own analysis of our operating results. For a reconciliation of consolidated Adjusted EBITDA to its most directly
comparable GAAP measure, net income / (loss), see “Results of Operations” below.

Because of these limitations, Adjusted EBITDA should not be considered as a measure of the income generated by
our business or discretionary cash available to us to invest in the growth of our business. Our management
compensates for these limitations by analyzing both our GAAP results and Adjusted EBITDA.
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Results of Operations—Three Months Ended March 31, 2018 Compared with the Three Months Ended March 31, 2017

The following table presents production volumes in specified regions, according to the IHS April 2018 issue, for the
three months ended March 31, 2018 compared to the three months ended March 31, 2017 (in millions of units
produced):




 Europe North America
Three Months Ended March 31, 2018 5.9 4.4
Three Months Ended March 31, 2017 5.9 4.5
Increase / (Decrease) (0.0) (0.1)
Percentage change (0.1)% (2.7)%


The following table presents select financial information for the three months ended March 31, 2018 and 2017 (in
millions):




 Europe North America Consolidated


Three Months
Ended March 31,

Three Months
Ended March 31,

Three Months
Ended March 31,

 2018 2017 2018 2017 2018 2017

Revenues $ 171.6 $ 160.2 $ 391.9 $ 337.4 $ 563.5 $ 497.6 
Cost of sales 157.8 144.2 345.9 297.1 503.7 441.3 
Gross profit 13.8 16.0 46.0 40.3 59.8 56.3 
Selling, general, and administrative expenses 11.3 10.1 20.9 19.1 32.2 29.2 
Amortization expense  -  - 0.1 0.1 0.1 0.1 
Restructuring and asset impairment charges, net 0.4 0.1 1.1 3.8 1.5 3.9 
Operating income $ 2.1 $ 5.8 $ 23.9 $ 17.3 26.0 23.1 
Interest expense, net 5.0 0.4 
Net periodic benefit income 0.6 0.5 
Other expense  - 0.6 
Provision for income taxes 5.1 6.5 
Income from discontinued operations, net of tax 0.8 1.4 
Noncontrolling interest, net of taxes  - 0.1 
  Net income attributable to Tower International, Inc. $ 17.3 $ 17.3 

Comparison of Periods – GAAP Analysis of Consolidated Results
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Revenues

Total revenues increased during the three months ended March 31, 2018 by $65.9 million, or 13.2%, from the three
months ended March 31, 2017, reflecting higher volume ($28.6 million), favorable foreign exchange ($24.6 million),
and favorable pricing ($12.7 million).



Gross Profit

When we analyze our total gross profit, we separately categorize external factors—volume, product mix, and foreign
exchange—from all other factors that impact gross profit, which we refer to as “other factors”. When we refer to “mix” we
are referring to the relative composition of revenues and profitability of the products we sell in any given period.
When we refer to “pricing and economics” we are referring to (i) the impact of adjustments in the pricing of particular
products, which we refer to as product pricing; (ii) the impact of steel price changes, taking into account the
component of our product pricing attributable to steel, the cost of steel included in our cost of sales, and the amounts
recovered on the sale of offal, which in total we refer to as the net steel impact; and (iii) the impact of inflation and
changes in operating costs, such as labor, utilities, and fuel, which we refer to as economics.

Total gross profit increased by $3.5 million, or 6.2%, from the three months ended March 31, 2017 to the three
months ended March 31, 2018, while our gross profit margin decreased from 11.3% during the 2017 period to 10.6%
during the 2018 period. Gross profit was positively impacted by higher volume ($9.2 million), favorable foreign
exchange ($3.3 million), excluding the impact on depreciation, and favorable mix ($1.5 million), offset partially by
higher fixed costs to support new programs ($3.4 million). All other factors were net unfavorable ($7.1 million).
Higher launch costs ($7.5 million), unfavorable pricing and economics ($6.3 million), higher depreciation ($3.4
million), and lease expense related to certain manufacturing equipment ($2.5 million), were offset partially by
favorable efficiencies ($7.2 million) and favorable timing of commercial and vendor settlements. The increase in
depreciation was due to increased levels of capital spending in 2017 and 2018 and the strengthening of the Euro
against the U.S. dollar. The decrease in gross profit margin was attributable primarily to higher steel prices which
have an immaterial impact on earnings.

22

Edgar Filing: Tower International, Inc. - Form 10-Q

52



Selling, General, and Administrative Expenses (“SG&A”) 

Total SG&A increased $3 million, or 10.3%, from the three months ended March 31, 2017, reflecting primarily the
strengthening of the Euro against the U.S. dollar and higher long-term compensation expense.



Restructuring and Asset Impairment Expense 

Total restructuring expense decreased $2.4 million, from the three months ended March 31, 2017. During the first
quarter of 2018, we recorded $1.5 million related primarily to severance charges in North America and Europe to
reduce fixed costs. During the first quarter of 2017, we recorded $3.9 million related primarily to severance charges
incurred in the North America and Europe segments to reduce corporate overhead.



Interest Expense, net

Interest expense, net, increased $4.6 million from the three months ended March 31, 2017 reflecting primarily the
non-recurrence of non-cash mark-to-market income of $4.3 million on our derivative financial instruments in
2017. As discussed in Note 2 to the Condensed Consolidated Financial Statements, we elected to early adopt ASU No.
2017-12 on January 1, 2018; therefore, a portion of the mark-to-market changes will no longer be recorded within
interest expense.



Provision for Income Taxes

Income tax expense from continued operations decreased $1.4 million from the three months ended March 31, 2017.
The decrease in tax expense is primarily attributable to the lower U.S. Corporate tax rate that was enacted in
December 2017. Our income tax expense and rate varies each period depending on the level and mix of income and
losses generated in the various jurisdictions in which we do business. We believe our available net operating loss
carryforwards and tax credits coupled with favorable expensing provisions under the new U.S. tax law will enable us
to eliminate a  material U.S. cash tax liability until at least 2022.



On December 22, 2017, the Tax Cuts and Jobs Act (the “TCJA”) was enacted into federal law. The new law includes
significant changes to the U.S. corporate income tax system. Among other items, the TCJA lowered the corporate
income tax rate from 35% to 21% and created a new modified territorial tax system exempting foreign profits from
U.S. taxation with some exceptions. It also required a one-time deemed repatriation of accumulated foreign earnings
for the year ended December 31, 2017. To determine the amount of the deemed repatriation and any associated
repatriation tax, we were required to determine, in addition to other factors, the amount of post-1986 profits or losses
of each foreign subsidiary, as well as the amount of foreign income taxes paid on such profits or losses. As noted at
year-end, we made a reasonable estimate that no transition tax was due. This represented our provisional estimate at
year-end and we have not made any additional measurement-period adjustments related to this item during the
quarter. We are continuing to gather additional information to complete our accounting for this item and expect to
complete our accounting within the prescribed measurement period.
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Income from Discontinued Operations

During the second quarter of 2016, the Company’s Board of Directors approved a plan to sell the Company’s remaining
business operations in Brazil and China. At March 31, 2018, the Brazilian business operation and one Chinese joint
venture are considered held for sale in accordance with FASB ASC No. 360, Property, Plant, and Equipment, and
presented as discontinued operations in the Condensed Consolidated Financial Statements, in accordance with FASB
ASC No. 205, Discontinued Operations.

The Company recorded income from discontinued operations, net of tax, of $0.8 million during the three months
ended March 31, 2018, as compared with income of $1.4 million for the three months ended March 31, 2017.
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Comparison of Periods—Non-GAAP Analysis of Adjusted EBITDA

A reconciliation of net income attributable to Tower International, Inc. to Adjusted EBITDA for the periods presented
is set forth below (in millions):




 Consolidated Europe North America



Three Months
Ended March
31,

Three Months
Ended March
31,

Three Months
Ended March
31,

 2018 2017 2018 2017 2018 2017

Net income attributable to Tower International, Inc. $ 17.3 $ 17.3 
Interest expense, net 5.0 0.4 
Net periodic benefit (income) (0.6) (0.5)
Other expense  - 0.6 
Provision for income taxes 5.1 6.5 
Income from discontinued operations, net of tax (0.8) (1.4)
Noncontrolling interest, net of taxes  - 0.1 
  Operating income 26.0 23.1 $ 2.1 $ 5.8 $ 23.9 $ 17.3 
Intercompany charges  -  - (1.8) (2.1) 1.8 2.1 
Restructuring and asset impairments 1.5 3.9 0.4 0.1 1.1 3.8 
Depreciation and amortization 21.4 17.8 7.8 6.9 13.6 10.9 
Acquisition costs and other 0.1  - (0.2)  - 0.3  -
Long-term compensation (a) 1.6 0.9 0.4 0.5 1.2 0.4 
Lease expenses (b) 2.5  -  -  - 2.5  -
Adjusted EBITDA $ 53.1 $ 45.7 $ 8.7 $ 11.2 $ 44.4 $ 34.5 




(a) Represents the compensation expense related to stock options, restricted stock units, and accruals from certain
compensation programs intended to benefit our long-term success and growth. The compensation charges are
incurred during the applicable vesting periods of each program.

(b) Represents lease expense incurred related to certain manufacturing equipment that is being leased. Beginning in
2019, FASB ASC No. 842, Leases, will change the financial reporting for leases. Certain of our manufacturing
equipment leases currently classified as operating leases will be considered financing leases under the new
standard which will require us to record the right of use asset as additional property, plant, and equipment and the
associated liability as lease debt.



The following table presents revenues (a GAAP measure) and Adjusted EBITDA (a non-GAAP measure) for the three
months ended March 31, 2018 and 2017 (in millions), as well as an explanation of variances:
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 Europe North America Consolidated
 Adjusted Adjusted Adjusted
 Revenues EBITDA(c) Revenues EBITDA(c) Revenues EBITDA(c)
Three Months Ended March 31, 2018 results $ 171.6 $ 8.7 $ 391.9 $ 44.4 $ 563.5 $ 53.1 
Three Months Ended March 31, 2017 results 160.2 11.2 337.4 34.5 497.6 45.7 
Variance $ 11.4 $ (2.5) $ 54.5 $ 9.9 $ 65.9 $ 7.4 
Variance attributable to:
Volume and mix $ (22.9) $ (3.2) $ 51.5 $ 10.5 $ 28.6 $ 7.3 
Foreign exchange 23.6 1.8 1.0  - 24.6 1.8 
Pricing and economics 10.7 (4.4) 2.0 (2.8) 12.7 (7.2)
Efficiencies  - 1.7  - 5.5  - 7.2 
Selling, general, and administrative
expenses and other items (d)  - 1.6  - (3.3)  - (1.7)
Total $ 11.4 $ (2.5) $ 54.5 $ 9.9 $ 65.9 $ 7.4 



(c) We have presented a reconciliation of net income attributable to Tower International, Inc. to Adjusted EBITDA
above.

(d) When we refer to “selling, general, and administrative expenses and other items”, the “other items” refer to (i) savings
which we generate after implementing restructuring actions, (ii) the costs associated with launching new products, and
(iii) one-time items which may include reimbursement of costs.



Adjusted EBITDA

When we analyze Adjusted EBITDA, we separately categorize external factors—volume, product mix, and foreign
exchange—and all other factors which impact Adjusted EBITDA, which we refer to as “other factors.”
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Consolidated Company: Consolidated Adjusted EBITDA increased by $7.4 million, or 16.2%, from the three months
ended March 31, 2017,  reflecting higher volume and mix ($7.3 million) and favorable foreign exchange ($1.8
million). Volume and mix consisted of higher volume ($9.2 million) and favorable mix ($1.5 million), offset partially
by higher fixed costs to support new programs ($3.4 million). All other factors were net unfavorable ($1.7 million).
Unfavorable pricing and economics ($7.2 million) and unfavorable SG&A expenses and other items ($1.7 million)
were offset partially by favorable efficiencies ($7.2 million). SG&A expenses and other items reflected primarily
higher launch costs ($7.5 million) offset partially by the favorable timing of commercial and vendor settlements.

Europe Segment: In our Europe segment, Adjusted EBITDA decreased by $2.5 million, or 22.3%, from the three
months ended March 31, 2017, reflecting lower volume and mix ($3.2 million) offset partially by favorable foreign
exchange ($1.8 million). Volume and mix consisted of lower volume ($4.4 million) and higher fixed costs to support
new programs ($0.3 million), offset partially by favorable mix ($1.5 million). All other factors were net unfavorable
($1.1 million). Unfavorable pricing and economics ($4.4 million), principally product pricing and labor costs, were
offset partially by favorable efficiencies ($1.7 million) and favorable SG&A expenses and other items ($1.6 million).
SG&A expenses and other items reflected primarily the favorable timing of commercial and vendor settlements offset
partially by unfavorable launch costs ($0.7 million).



North America Segment: In our North America segment, Adjusted EBITDA increased by $9.9 million, or 28.7%,
from the three months ended March 31, 2017, reflecting higher volume and mix ($10.5 million). Volume and mix
consisted of higher volume ($13.6 million) offset partially by higher fixed costs to support new programs ($3.1
million). All other factors were net unfavorable ($0.6 million). Unfavorable pricing and economics ($2.8
million), principally product pricing and labor costs, and unfavorable SG&A expense and other items ($3.3 million),
were offset partially by favorable efficiencies ($5.5 million). SG&A expense and other items reflected primarily
higher launch costs ($6.8 million) offset partially by the favorable timing of commercial and vendor settlements.



Restructuring



The following table sets forth our net restructuring and asset impairment charges by type for the periods presented (in
millions): 









Three
Months
Ended March
31,

 2018 2017
Employee termination costs $ 1.1 $ 3.7 
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Other exit costs 0.4 0.2 
Total restructuring charges, net $ 1.5 $ 3.9 


We restructure our global operations in an effort to align our capacity with demand and to reduce our costs.
Restructuring costs include employee termination benefits and other incremental costs resulting from restructuring
activities. These incremental costs principally include equipment and personnel relocation costs. Restructuring costs
are recognized in our Condensed Consolidated Financial Statements in accordance with FASB ASC No. 420, Exit or
Disposal Obligations, and are presented in our Condensed Consolidated Statement of Operations as restructuring and
asset impairment charges, net. We believe the restructuring actions discussed below will help our efficiency and
results of operations on a going forward basis.

The charges incurred in our North America segment during the three months ended March 31, 2018 related to
severance charges and ongoing maintenance expense of facilities closed as a result of prior actions. The charges
incurred in our Europe segment for the three months ended March 31, 2018 related to severance charges to reduce
fixed costs.



We expect to continue to incur additional restructuring expense in 2018 related primarily to previously announced
restructuring actions; however, we do not anticipate any additional expense that will be significant, with respect to
previously announced actions. We may engage in new actions if business conditions warrant further actions.

Liquidity and Capital Resources

General

We generally expect to fund expenditures for operations, administrative expenses, capital expenditures, dividend
payments, and debt service obligations with internally generated funds from operations and we generally expect to
satisfy working capital needs from time-to-time with borrowings under our revolving credit facility or cash on hand.
As of March 31, 2018, we had available liquidity of approximately $313 million, which we believe is adequate to fund
our working capital requirements for at least the next twelve months. We believe that we will be able to meet our debt
service obligations and fund operating requirements for at least the next twelve months with cash flow from
operations, cash on hand, potential operating lease arrangements, and borrowings under our revolving credit facility.

On June 17, 2016, we announced our Board of Directors’ authorization to repurchase up to $100 million of the
Company’s issued and outstanding common stock from time to time in the open market, or in privately negotiated
transactions. We expect to fund such repurchases from cash flow from operations, cash on hand, asset dispositions,
and borrowings under our revolving credit facility. To date, the Company repurchased a total of 829,648 shares of
common stock at an aggregate cost of $18.9 million, of which all repurchases occurred during the year ended
December 31, 2016.
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Cash Flows and Working Capital

The following table shows the components of our cash flows from continuing operations for the periods presented (in
millions):






Three Months
Ended March 31,

 2018 2017
Net cash provided by / (used in):
Operating activities $ (16.2) $ (48.4)
Investing activities (28.9) (23.9)
Financing activities (14.8) 36.4 

Net Cash Used in Operating Activities

Net cash utilized by operating activities was $16.2 million during the three months ended March 31, 2018, compared
to $48.4 million utilized during the three months ended March 31, 2017. The $32.2 million decrease of cash utilized
was attributable primarily to favorable working capital and higher cash earnings.



Net Cash Used in Investing Activities

Net cash utilized in investing activities was $28.9 million during the three months ended March 31, 2018, compared to
$23.9 million during the three months ended March 31, 2017. The $5 million increase in cash utilized was attributable
primarily to higher capital expenditures for new programs.

Net Cash Used in Financing Activities

Net cash utilized from financing activities was $14.8 million during the three months ended March 31, 2018,
compared to $36.4 million generated during the three months ended March 31, 2017. This $51.2 million change of
cash was attributable primarily to lower borrowings in 2018.

Working Capital

We manage our working capital by monitoring key metrics principally associated with inventory, accounts receivable,
and accounts payable. Our quarterly average inventory days on hand decreased to 16 days during the first quarter of
2018 from 17 days during the fourth quarter of 2017;  and our inventory levels increased from $78.7 million at
December 31, 2017 to $86.7 million at March 31, 2018, primarily due to the ramp up of production on recently
awarded business and the strengthening of the Euro against the U.S. dollar.
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Our accounts receivable balance increased from $239.3 million as of December 31, 2017 to $333.7 million as of
March 31, 2018. The increase reflects increased sales and the timing of customer payments consistent with normal
seasonality and increased accounts receivable related to customer-owned tooling.

Our accounts payable balance increased from $323.3 million as of December 31, 2017 to $350.9 million as of March
31, 2018. The change reflects primarily the increase of trade accounts payable, resulting from the matching of terms
with our customers and vendors, and increased accounts payable related to the timing of payments for capital
expenditures,  offset partially by decreased accounts payable related to customer-owned tooling.

Our working capital usage is seasonal in nature. During the first half of the year, production and sales typically
increase substantially, which causes our working capital to increase because our accounts receivable and inventory
increase. In addition, we make our annual incentive bonus plan payments during the second quarter. In the second half
of the year, production and sales typically decline as a result of scheduled customer shutdowns. The lower production
and sales generally result in a reduction of accounts receivables and inventory, which decreases our working capital.

Our working capital is also impacted by our net position in regard to tooling owned by our customers. Tooling costs
represent costs incurred by us in the development of new tooling used in the manufacture of our products. Generally,
when a customer awards a contract to us, the customer agrees to reimburse us for certain of our tooling costs. As the
tooling is developed, we experience cash outflows because we bear the costs and we typically do not receive
reimbursement from our customers until the manufacture of the particular program commences. This timing delay
causes our working capital to fluctuate between periods due to the timing of the cash inflows and outflows. We define
our net tooling position as tooling in progress (see Note 6) plus accounts receivable related to tooling less accounts
payable related to tooling. During the first three months of 2018 our net tooling position increased by $29.9 million
from $35.6 million at December 31, 2017 to $65.5 million at March 31, 2018. This increase reflects increased net
spending on recently awarded programs. We expect the balance of customer-owned tooling will decrease during the
remainder of the year, as reimbursements from customers are expected to significantly exceed additional spending on
customer-owned tooling.

On March 31, 2018 and December 31, 2017 we had  working capital balances (excluding discontinued operations held
for sale) of $40.5 million and $41 million, respectively.

Sources and Uses of Liquidity

Our available liquidity at March 31, 2018 was $313.1 million, which consisted of $65.6 million of cash on hand, and
unutilized borrowing availability under our U.S. and foreign credit facilities of $192 million and $55.5 million,
respectively. A portion of our cash balance is located
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at foreign subsidiaries and is presently being used to fund operations at and investment in those locations. As of
December 31, 2017 we had available liquidity of $369.7 million.

As of March 31, 2018, we had short-term debt, excluding capital leases, of $26.3 million, of which $22.7 million
related to receivables factoring in Europe and $3.6 million related to current maturities of our Term Loan Credit
Facility. The receivables factoring in Europe consists of uncommitted demand facilities, which are subject to
termination at the discretion of the banks, although we have not experienced any terminations by the banks. We
believe that we will be able to continue the receivables factoring in Europe.

We are currently experiencing organic growth well above industry average as a result of major new business awards
primarily in North America. To fund this growth, we continue to incur significant capital investment requirements for
the purchase and installation of the machinery and equipment necessary to manufacture the awarded products. We
have entered into operating leases to assist with a portion of the funding requirements for the related capital
investments. We believe that these operating leases provide a diversified capital source for financing the capital
investment requirements at competitive rates in relation to our existing debt arrangements and help to maintain our
strong liquidity profile. These leasing arrangements bear a weighted average fixed interest rate of 5.4%.



Pursuant to the Board of Directors’ declaration on October 16, 2015, the Company commenced payment of a quarterly
dividend of $0.10 per common share. This dividend was raised to $0.11 per common share on October 21, 2016 and
to $0.12 per common share on October 20, 2017. During the three months ended March 31, 2018 and 2017, the
Company paid dividends of $2.5 million and $2.2 million, respectively.



As noted above, on June 17, 2016, the Company announced its Board of Directors’ authorization to repurchase up to
$100 million of the Company’s issued and outstanding common stock from time to time in the open market, or in
privately negotiated transactions. As of March 31, 2018, 829,648 shares have been purchased under the Repurchase
Program at an aggregate cost of $18.9 million with no additional shares being purchased under that program during
the three months ended March 31, 2018.

Free Cash Flow

Free cash flow is a non-GAAP measure. Free cash flow is defined as cash provided by continuing operating activities
less cash disbursed for purchases of property, plant, and equipment. We believe this metric provides useful
information to our investors because management regularly reviews this metric as an important indicator of how much
cash is generated by our normal business operations, net of capital expenditures, and makes decisions based upon
them. Management also views this metric as a measure of cash available to reduce debt and grow the business. Free
cash flow is calculated as follows (in millions):
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Three Months
Ended March 31,

 2018 2017
Net cash provided by continuing operating activities $ (16.2) $ (48.4)
Cash disbursed for purchases of property, plant, and equipment, net (28.9) (23.9)
Free cash flow (1) $ (45.1) $ (72.3)

(1)Net cash disbursed for customer-owned tooling is included in free cash flow. Net cash disbursed for
customer-owned tooling during the three months ended March 31, 2018 and 2017 was $29.9 million and $25.5
million, respectively.



Free cash flow was negative $45.1 million during the three months ended March 31, 2018, compared to negative
$72.3 million during the three months ended March 31, 2017. The improvement reflected primarily favorable working
capital and higher Adjusted EBITDA, offset partially by higher capital expenditures.



Debt

As of March 31, 2018, we had outstanding indebtedness, excluding capital lease obligations and net of debt issue cost,
of approximately $370.5 million, which consisted of the following:

.9
 • $355.7 million (net of a $2.2 million original issue discount) indebtedness outstanding under our Term Loan

Credit Facility
 • No indebtedness outstanding under our Amended Credit Revolving Facility
 • $22.7 million of foreign subsidiary indebtedness
 • Less $7.9 million of debt issue costs netted against our indebtedness

Term Loan Credit Facility

On March 7, 2017, we amended the Term Loan Credit Agreement by entering into the Third Refinancing Term Loan
Amendment and Restatement Agreement (“Third Term Loan Amendment”), pursuant to which, among other things, the
outstanding term loans under the Term Loan Credit Agreement were refinanced in full. There were no additional
borrowings associated with this refinancing. The aggregate principal amount of $358.9 million was outstanding under
the Term Loan Credit Agreement upon amendment. The maturity date of the Term Loan Credit Facility is March 7,
2024 and the Term Loans bear interest at (i) the Alternate Base Rate plus a margin of 1.75% or (ii) the Adjusted LIBO
Rate (calculated by multiplying the applicable LIBOR rate by a statutory reserve rate) plus a margin of 2.75%.

27

Edgar Filing: Tower International, Inc. - Form 10-Q

64



Our Term Loan Credit Facility contains customary covenants applicable to certain of our subsidiaries, including a
financial covenant (the “Total Net Leverage Ratio”) based on the ratio of Total Net Debt to Consolidated EBITDA (each
as defined in the Term Loan Credit Agreement). As of the last day of each fiscal quarter, we are required to maintain a
Total Net Leverage Ratio of not more than 3.75 to 1.00 on a rolling four quarter basis. Our financial condition and
liquidity would be adversely impacted by the violation of any of our covenants.

Amended Revolving Credit Facility

On March 7, 2017,  we entered into a Fourth Amended and Restated Revolving Credit and Guaranty Agreement
(“Fourth Amended Revolving Credit Facility Agreement”), by and among Tower Automotive Holdings USA, LLC, the
Company, Tower Automotive Holdings I, LLC, Tower Automotive Holdings II(a), LLC, the subsidiary guarantors
named therein, the financial institutions from time to time party thereto as Lenders, and JPMorgan Chase Bank, N.A.
as Issuing Lender, as Swing Line Lender, and as Administrative Agent for the Lenders.



The Fourth Amended Revolving Credit Facility Agreement amended and restated, in its entirety, the Third Amended
Revolving Credit Facility Agreement, dated as of September 17, 2014, by and among the Borrower, its domestic
affiliate and domestic subsidiary guarantors named therein, and the lenders party thereto, and the Agent. The Fourth
Amended Revolving Credit Facility Agreement provides for a cash flow revolving credit facility (the “Amended
Revolving Credit Facility”) in the aggregate amount of up to $200 million. The Fourth Amended Revolving Credit
Facility Agreement also provides for the issuance of letters of credit in an aggregate amount not to exceed $30
million, provided that the total amount of credit (inclusive of revolving loans and letters of credit) extended under the
Fourth Amended Revolving Credit Facility Agreement is subject to an overall cap, on any date, of $200 million. We
may request the issuance of Letters of Credit denominated in Dollars or Euros. As of March 31, 2018, we had no
borrowings outstanding under our Amended Revolving Credit Facility and $8 million of letters of credit outstanding
under the Fourth Amended Revolving Credit Facility Agreement. Thus, we could have borrowed an additional $192
million under the Fourth Amended Revolving Credit Facility Agreement as of March 31, 2018, calculated as follows
(in millions):




Total Revolving Credit Commitment $ 200.0 
Borrowings on Amended Revolving Credit Facility  -
Letter of credit outstanding (8.0)
Availability on Fourth Amended Revolving Credit Facility Agreement $ 192.0 

Advances under the Amended Revolving Credit Facility bear interest at an alternate base rate plus a base rate margin
or LIBOR plus a Eurodollar margin. The applicable margins are determined by the Company’s Total Net Leverage
Ratio (as defined in the Fourth Amended Revolving Credit Facility Agreement). As of March 31, 2018,  the applicable
margins were 1.25% per annum and 2.25% per annum for base rate and LIBOR based borrowings, respectively.
Borrowings outstanding under our Amended Revolving Credit Facility may vary significantly from time to time,
depending on our cash needs at any given time. Our Amended Revolving Credit Facility matures on March 7, 2022.
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Our Amended Revolving Credit Facility Agreement contains customary covenants applicable to certain of our
subsidiaries, including financial maintenance covenant ratios requiring the Borrower and the Guarantors to maintain a
ratio, as of the last day of any fiscal quarter, of (i) consolidated adjusted EBITDA to consolidated interest charges of
not less than 2.75 to 1.00 on a rolling four quarter basis; and (ii) total net debt to consolidated adjusted EBITDA not to
exceed 3.50 to 1.00 on a rolling four quarter basis.

As of March 31, 2018, we were in compliance with the financial covenants that govern our credit agreements.



Foreign Subsidiary Indebtedness

Our foreign subsidiary indebtedness consists primarily of borrowings in Europe, receivables factoring and credit line
in Europe, which is described above.

Capital and Operating Leases

We maintain capital leases primarily for a manufacturing facility and certain manufacturing equipment. We have
several operating leases, including leases for office and manufacturing facilities, as well as certain equipment, with
lease terms expiring between the years 2018 and 2026. As of December 31, 2017, our total future operating lease
payments amounted to $170.1 million and the present value of minimum lease payments under our capital leases
amounted to $5.5 million. As of December 31, 2017, we were committed to making lease payments during 2018 of
not less than $35.1 million on our operating leases and not less than $5.6 million on our capital leases. 

Beginning in 2019, FASB ASC No. 842, Leases, will change the financial reporting for leases. Certain of our
manufacturing equipment leases currently classified as operating leases will be considered financing leases under the
new standard which will require us to record the right of use asset as additional property, plant, and equipment and the
associated liability as lease debt. As of March 31, 2018 and December 31, 2017, the associated liability from these
leases would have been approximately $100 million and $72 million, respectively.



In addition, we have numerous real estate and equipment leases currently classified as operating that we believe will
continue to be classified as operating under the new standard. We expect that the right of use assets and liabilities
associated with these leases will be material, but have not yet quantified the total balance sheet impact for these leases.
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Off-Balance Sheet Obligations

In addition to the operating leases described above, our off-balance sheet obligations consist of obligations under our
Fourth Amended Revolving Credit Facility. As of March 31, 2018, letters of credit outstanding were $8 million under
the Fourth Amended Revolving Credit Facility.

Net Debt

Net debt is a non-GAAP financial measure that represents total debt less cash and cash equivalents. We believe that
the presentation of net debt provides useful information because we understand that our investors perceive net debt as
part of the management of our overall liquidity, financial flexibility, capital structure and leverage.  Furthermore,
certain debt rating agencies, creditors and credit analysts monitor our net debt as part of their assessments of our
business. Net debt is used by management to help assess our exposure to its funding sources and to evaluate future
needs for additional liquidity. Our use of the term “net debt” should not be understood to mean that we will use any cash
on hand to repay debt. Net debt is calculated as follows (in millions):







As of
March
31, 2018

As of
December
31, 2017

Total debt, including capital leases and net of debt issue costs $ 376.0 $ 386.8 
Less: Cash and cash equivalents (65.6) (123.7)
Net debt $ 310.4 $ 263.1 

As of March 31, 2018, our net debt was $310.4 million, compared to $263.1 million as of December 31, 2017. The
$47.3 million change reflects primarily negative free cash flow for the period.



Disclosure Regarding Forward-Looking Statements

This report contains statements which constitute forward-looking statements within the meaning of the Private
Securities Litigation Reform Act of 1995, including but not limited to statements relating to trends in the operations,
financial results, business and products of our Company, and anticipated production trends. The forward-looking
statements can be identified by words such as “anticipate”, “believe”, “plan”, “estimate”, “expect”, “intend”, “project”, and other
similar expressions and statements regarding our intent, belief, current plans, or expectations. Our forward looking
statements also include, without limitation, statements regarding our anticipated future financial condition, operating
results, free cash flows, net debt leverage, Adjusted EBITDA, and business and financing plans and models.
Forward-looking statements are made as of the date of this report and are based upon management’s current
expectations and beliefs concerning future developments and their potential effects on us. Such forward-looking
statements are not guarantees of future performance. The following important factors, as well as those important
factors described elsewhere in this report or in our Annual Report on Form 10-K for the year ended December 31,
2017, could cause our actual results to differ materially from estimates or expectations reflected in such
forward-looking statements:
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• global automobile production volumes;



• the financial condition of our customers and suppliers;





• our ability to make scheduled payments of principal or interest on our indebtedness and comply with the covenants

and restrictions contained in the instruments governing our indebtedness;





• our ability to refinance our indebtedness;



• risks associated with non-U.S. operations, including foreign exchange risks and economic uncertainty in some

regions;



• any increase in the expense and funding requirements of our pension and postretirement benefits;



• our customers’ ability to obtain equity and debt financing for their businesses;



• our dependence on our large customers;
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• pricing pressure from our customers;



• our ability to integrate acquired businesses;





• our ability to take advantage of emerging secular trends relating to lightweighting, outsourcing, replacement,

electrification and autonomous vehicles;






• risks associated with business divestitures including volatility in the capital markets, the capacity of potential
bidders to finance transactions and the difficulty of predicting the outcome of negotiations; and
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•costs or liabilities related to environmental and safety regulations.

Any forward-looking statement speaks only as of the date on which it is made, and we undertake no obligation to
update or revise any forward-looking statement to reflect events or circumstances after the date on which the
statement is made or to reflect the occurrence of unanticipated events.

This report also contains estimates and other statistical data made by independent parties and by us relating to market
size and growth and other data about our industry. This data involves a number of assumptions and limitations, and
you are cautioned not to give undue weight to such estimates. We have not independently verified the statistical and
other industry data generated by independent parties that are contained in this report and, accordingly, we cannot
assure you of the accuracy or completeness of such data. In addition, projections, assumptions, and estimates of our
future performance and the future performance of the industries in which we operate are necessarily subject to a high
degree of uncertainty and risk.
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Item 3. Quantitative and Qualitative Disclosures about Market Risk.

Market risk is the potential loss arising from adverse changes in market rates and prices. We are exposed to market
risk throughout the normal course of our business operations due to our purchases of steel, our sales of scrap steel, our
ongoing investing and financing activities, and our exposure to foreign currency exchange rates. We have established
policies and procedures to govern our management of market risks.

Commodity Pricing Risk

Steel is the primary raw material that we use. We purchase a portion of our steel from certain of our customers
through various OEM resale programs. The purchases through customer resale programs have buffered the impact of
price swings associated with the procurement of steel. The remainder of our steel purchasing requirements are met
through contracts with steel mills. At times, we may be unable to either avoid increases in steel prices or pass through
any price increases to our customers. We refer to the “net steel impact” as the combination of the change in steel prices
that are reflected in the price of our products, the change in the cost to procure steel from the mill, and the change in
our recovery of offal. Our strategy is to be economically neutral to steel pricing by having these factors offset each
other. While we strive to achieve a neutral net steel impact, we are not always successful in achieving that goal, in
large part due to timing differences. The timing of a change in the price of steel may occur in separate periods and if a
change occurs, that change may have a disproportionate effect, within any fiscal period, on our product pricing.
Depending upon when a steel price change or offal price change occurs, that change may have a disproportionate
effect, within any particular fiscal period, on our product pricing, our steel costs and the results of our sales of offal.
Net imbalances in any one particular fiscal period may be reversed in a subsequent fiscal period, although we cannot
provide assurances that, or when, these reversals will occur. Over the past several years, we have not experienced a
material net impact from these factors.



Interest Rate Risk

At March 31, 2018, we had total debt, excluding capital leases, of $370.5 million (net of a $2.2 million discount and
$7.9 million of debt issue costs), consisting of variable rate debt of $184.4 million (50%) and fixed rate debt of $186.1
million (50%), after taking into account our $186.1 million variable rate to fixed rate swap. Assuming no changes in
the monthly average variable rate debt levels of $197.1 million for the three months ended March 31, 2018, we
estimate that a hypothetical change of 100 basis points in the LIBOR and alternative base rate would not have a
significant impact on interest expense due to the LIBOR floor in our Term Loan.

Foreign Exchange Risk

A significant portion of our revenues is derived from manufacturing operations in Europe. The results of operations
and financial condition of our non-United States businesses are principally measured in their respective local currency
and translated into U.S. dollars. The effects of foreign currency fluctuations in Europe are mitigated by the fact that
expenses are generally incurred in the same currency in which revenues are generated, since we strive to manufacture
our products in close proximity to our customers. Nevertheless, the reported income of our foreign subsidiaries will be
higher or lower depending on a weakening or strengthening of the U.S. dollar against the respective foreign
currencies.

Edgar Filing: Tower International, Inc. - Form 10-Q

71



Assets located in our foreign facilities are translated into U.S. dollars at foreign currency exchange rates in effect as of
the end of each reporting period. The effect of such translations is reflected as a separate component of consolidated
stockholders’ equity. As a result, our consolidated stockholders’ equity will fluctuate, depending upon the weakening or
strengthening of the U.S. dollar against the respective foreign currencies.

Our strategy for managing currency risk relies primarily upon conducting business in a foreign country in that
country’s currency. We may, from time to time, also participate in hedging programs intended to reduce our exposure
to currency fluctuations. We believe that the effect of a 100 basis point movement in foreign currency rates against the
U.S. dollar would not have materially impacted the results of our operations, our cash flows, or our stockholders’
equity for the three months ended March 31, 2018.

Inflation

Over time, we may experience a rise in inflationary pressures impacting certain commodities, such as petroleum-based
products, ferrous metals, base metals, and certain chemicals. Additionally, because we purchase various types of
equipment, raw materials, and component parts from our suppliers, we may be adversely impacted by their inability to
adequately mitigate inflationary, industry, or economic pressures. The overall condition of our supply base may
possibly lead to delivery delays, production issues, or delivery of non-conforming products by our suppliers in the
future. As such, we continue to monitor our vendor base for the best sources of supply and we continue to work with
those vendors and customers to mitigate the impact of inflationary pressures.



Item 4. Controls  and Procedures.

Evaluation of Disclosure Controls and Procedures

As required by Rule 13a-15 under the Securities Exchange Act of 1934 (the “Exchange Act”), management, with the
participation of the Chief Executive Officer (“CEO”) and Chief Financial Officer (“CFO”), evaluated the effectiveness of
our disclosure controls and procedures as of March 31, 2018. Based upon that evaluation, the CEO and the CFO have
concluded that, as of March 31, 2018, our disclosure controls and procedures were effective to ensure that information
required to be disclosed in the reports we file or submit under the Exchange Act is recorded, processed, summarized
and reported within the time periods specified in the SEC’s rules and forms. These disclosure controls and procedures
include, without limitation, controls and procedures designed to ensure that information required to be disclosed by us
in the reports we file or submit is accumulated and communicated to management, including the CEO and CFO, as
appropriate to allow timely decisions regarding required disclosure.
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Changes in Internal Control over Financial Reporting

Beginning January 1, 2018, we implemented ASC No. 606, Revenue from Contracts with Customers. Although the
new revenue standard did not have a material impact on our condensed consolidated financial statements, we
developed new policies and enhanced our internal controls to ensure we adequately evaluated our contracts and
properly assessed the impact of the new accounting standards related to revenue recognition. These enhancements to
our internal controls are not considered significant.



There have been no other changes in our internal control over financial reporting during the quarter ended March 31,
2018 that has materially affected, or is reasonably likely to materially affect, our internal control over financial
reporting.
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PART II — OTHER INFORMATION

Item 1A. Risk Factors.

There have been no material changes in our risk factors disclosed in Item 1A of our Annual Report on Form 10-K for
the year ended December 31, 2017.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds

Purchases of Equity Securities

The following table presents information regarding shares of our common stock repurchased during each month in the
quarter ended March 31, 2018.








 Total Number of
 Shares (or Units) Dollar Value of
 Weighted Purchased as Part Shares that May

 Total Number of Average Price of Publicly
Yet Be
Purchased

 Shares (or Units) Paid per Share Announced Plan Under Plan or
Period Purchased (or Unit) or Program Program (1)
January 1 to January 31, 2018  - $  -  - $ 81,056,732 
February 1 to February 28, 2018  - $  -  - $ 81,056,732 
March 1 to March 31, 2018 18,064 $ 26.25  - $ 81,056,732 
Total 18,064 (2) $  -  -

(1) This column includes the approximate dollar value of shares that remain authorized for repurchase under
the Company’s Repurchase Program announced on June 17, 2016. Subject to applicable legal
restrictions, shares may be repurchased in open market transactions, privately negotiated transactions, or
in such other manner as shall be determined by the Chief Executive Officer, the Chief Financial Officer
(the “Proper Officers”), or their designee. The timing, manner, price, and amount of repurchases will be
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determined at the Proper Officer’s discretion and the Repurchase Program shall terminate on the earlier
of (i) the first date on which a total of $100 million of the Company’s shares of common stock shall have
been purchased and (ii) such other date as shall be determined by the Company’s Board of Directors.

(2) These shares were repurchased in connection with the vesting of restricted stock units. See Note 15 of the notes to
the Company’s Condensed Consolidated Financial Statements.
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Item 6. Exhibits.




10.1 Master Lease Agreement No. 100521 dated November 16, 2016 by and among Tower Automotive Holdings

USA, LLC and Tower Automotive Operations USA I, LLC and MB Equipment Finance, LLC (filed as Exhibit
10.1 to the Registrant’s Current Report on Form 8-K dated February 23, 2018 and incorporated herein by
reference).






10.2 Interim Funding Agreement, dated as of February 20, 2018, by and among Tower Automotive Holdings USA,

LLC, Tower Automotive Operations USA I, LLC, MB Equipment Finance, LLC and the parties referred to
therein as Participants (filed as Exhibit 10.2 to the Registrant’s Current Report on Form 8-K dated February 23,
2018 and incorporated herein by reference).






31.1 Rule 13a-14(a) Certification of the Chief Executive Officer

31.2 Rule 13a-14(a) Certification of the Chief Financial Officer

32.1 Section 1350 Certification of the Chief Executive Officer *

32.2 Section 1350 Certification of the Chief Financial Officer *

101.INS XBRL Instance Document

101.SCH XBRL Taxonomy Extension Scheme Document

101.CAL XBRL Taxonomy Extension Calculation Linkbase Document

101.DEF XBRL Taxonomy Extension Definition Linkbase Document

101.LAB XBRL Taxonomy Extension Label Linkbase Document

101.PRE XBRL Taxonomy Extension Presentation Linkbase Document


*Furnished, not filed
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http://www.sec.gov/Archives/edgar/data/1485469/000114420418010555/tv486908_ex10-2.htm
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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.




Tower International, Inc.

Date:  May 3, 2018 /s/ Jeffrey Kersten
Jeffrey Kersten
Chief Financial Officer
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