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FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K contains forward-looking statements within the meaning of the safe harbor provisions of the Private
Securities Litigation Reform Act of 1995. These include statements about our business outlook, assessment of market and economic conditions,
strategies, future plans, anticipated costs and expenses, capital spending, and any other statements that are not historical. The accuracy of these
statements is subject to a number of risks, uncertainties, and assumptions that may cause our actual results to differ materially from our
expectations. In addition to the specific factors that may be described in connection with any particular forward-looking statement, factors that
could cause actual results to differ from our expectations, include, among other things:

The activity of our competitors and the impact of such activity on production capacity and customer demand across custom
injection molding markets;

Changes in general economic conditions, including the levels of interest rates and consumer spending;

Market demand for our products, which may be tied to the relative strength of various business segments. For instance, the level
of automotive sales may affect customer demand for injection molded parts;

The performance of our manufacturing operations and the amount of capital required to maintain these operations;
Changes in the banking markets, which can affect the cost of our financing activities;
The effect of changes in government regulations, tax requirements and new accounting policies;
Changes in the price or availability of raw materials, including energy and resin;
Acts of war or terrorist activities; and
Fires, floods, and other catastrophic events beyond our control.
We cannot determine which, if any, of these factors might affect the expectations we have made in this filing. We undertake no obligation to
update any of the forward-looking statements within this filing after the date of this report.
PARTI
ITEM 1. DESCRIPTION OF BUSINESS.
BUSINESS DEVELOPMENT

We are a full-service custom injection molder, providing services to a diverse base of customers in the automotive and consumer goods
industries.

In 1998, we developed a business strategy that focused on the highly fragmented plastic injection-molding industry with the intent of creating,
primarily through acquisitions, a significant full-service custom injection molder to the automotive, heavy truck, and consumer goods industries.
Between 1997 and the end of fiscal 2000, we completed six acquisitions that added injection molding plants, assets and services to our
operations. During fiscal 2002, we exited the heavy truck industry with the sale of our Montpelier, Ohio facility. During fiscal 2003, we acquired
machinery and equipment in Pella, Iowa and began operating two facilities in that location.
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During fiscal 2003, the U.S. continued to experience slowed manufacturing activity. Despite this manufacturing climate, we were able to
increase our revenue by over 21% from fiscal 2002 levels. We generated this increase by growing our relationship with our key customers. We
also continued to adjust our cost structure to reduce manufacturing costs, including improving our efficiency in the use of raw materials and
scrap, and reducing our overall overhead costs, including the reduction of management and administrative staff levels. We believe our current
cost structure has positioned the Company to be the lowest cost manufacturer to our current customer base and will enable us to be competitive
in obtaining additional business in the future.

On December 27, 2002 we completed a restructuring with our senior subordinated lenders in which principal and related accrued interest
totaling $37,770,000 were converted into 37,770 shares of Series A Preferred Stock. The remaining outstanding principal and related accrued
interest totaling $10,000,000 were converted into new senior subordinated notes in the aggregate principal amount of $10,000,000 due June 30,
2007. Our senior subordinated debt now bears interest at the rate of 15% per annum, rather than 12% per annum. Payment of that interest is
deferred through June 30, 2004. Deferred and accrued interest is capitalized.

On April 14, 2003, we refinanced our senior debt. The $14,500,000 term loan portion of our new senior credit facility matures on April 30,
2007, and the $9,000,000 revolving line of credit matures on April 30, 2004. The revolving line of credit will be increased from $9,000,000 to
$9,500,000 on March 12, 2004. At December 27, 2003, our outstanding senior debt consisted of $7,051,000 outstanding on the revolving line of
credit and $13,575,000 outstanding on the term loan. We fully expect that our revolving line of credit will be renewed in the ordinary course of
business.

The terms of our Electrolux note were also modified on April 14, 2003; as of that date, the outstanding amount of $4,300,000 has been paid in
monthly installments. At December 27, 2003, the Electrolux note was outstanding in the amount of $2,700,000. Certain additional principal
payments will be made if we receive additional new business from Electrolux or if we meet certain performance targets. The Electrolux note will
mature no later than September 30, 2005.

We are experiencing increases in revenues along with improved profitability and operating results for the first quarter of fiscal 2004 as compared
to the same period in fiscal 2003 and are optimistic that this trend will continue.

Our principal corporate offices are located at 38 W. Fulton, Suite 300, Grand Rapids, Michigan 49503, and our telephone number at these
offices is 616-454-0055. References in this document to fiscal 2003, fiscal 2002 and fiscal 2001 refer to our fiscal years ended December 27,
2003, December 28, 2002, and December 29, 2001, respectively.

BUSINESS OF THE ISSUER
General

We are a full-service custom injection molder, providing mold design and engineering services, mold manufacturing, injection molding, and
post-molding assembly to a diverse base of customers in the automotive and consumer goods industries. We produce injection molded plastic
products for our customers on a contract basis and do not sell proprietary products to the general marketplace.

Business Strategy

Our strategy is to grow the business primarily through internal growth that may be complemented by strategic acquisitions. We believe that
internal growth will be accomplished by expanding sales and increasing throughput in our current injection molding plants. Our goal for
increasing sales is to provide injection molded products and services that meet and exceed industry standards. We are focusing on being the low
cost quality producer while providing niche products and value added services, allowing our customers to concentrate on their primary product
strategies. Our growth is focused on expanding our relationship with our current large customers.

Business Strategy 4
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Business

We manufacture complex, highly engineered thermoplastic parts and provide post-molding secondary services with respect to those parts.
Thermoplastic parts are manufactured out of plastic resins that are capable of softening or fusing when heated and hardening again when cooled.
We manufacture parts primarily for the following industries:

Automotive

Consumer Goods

We manufacture only custom parts based on customer specifications and, therefore, are generally the exclusive source of supply for the product
being sold to the customer, although customers generally use additional molders for other parts. In addition, we offer value added post-molding
secondary services to our customers, including assembly and on-line packaging.

Certain developments in markets served by us have created growth opportunities for suppliers of plastic parts. Efforts to reduce weight, enhance
design flexibility and reduce costs have resulted in the substitution of plastic for wood, glass, paper, metal and other materials in numerous
applications. In addition, original equipment manufacturers are continuing to outsource not only the manufacture, but the assembly of plastic
parts to qualified suppliers. Original equipment manufacturers are consolidating their purchases with larger, integrated component suppliers that
possess full-service capabilities for all functions from mold design through post-molding assembly and finishing operations. We believe that our
technical expertise with respect to plastic resins and injection molding technology, and our capacity for full service, high-quality response to the
needs of customers will enable us to grow as a result of these market dynamics.

Markets and Products

We produce plastic parts for our customers that operate principally in the automotive and consumer goods markets. The majority of our sales are
made to companies domiciled in the United States. The following table summarizes each of our markets as a percentage of total sales for the
fiscal years stated:

% of Sales
Fiscal 2003 Fiscal 2002 Fiscal 2001
Automotive 32% 48% 52%
Consumer Goods 68% 50% 40%

In the automotive market, many of the products that we supply to customers require our value added services such as assembly. The products we
produce include automotive interior and exterior trim parts, components of door panels, office chair components and home appliance parts such
as parts for refrigerators. We also provide program management, industrial design, engineering, prototyping and tooling from concept through
delivery of complete assemblies.

Operations

We are primarily a company that provides our customers with plastic injection molding, post-molding assembly and finishing operations.
Through the outsourcing of certain services, we also provide our customers with complex rapid prototyping, design and engineering services.
We also provide certain of these services directly. By outsourcing certain services, we can cost effectively provide the ability to produce concept
models, appearance models, engineering prototypes and pre-production samples. We believe, therefore, that we provide our customers with full
service solutions, including access to modern design and machining equipment, including CAD/CAM systems, translators and plotters, electrical
discharge machining equipment and miscellaneous support equipment.

Operations 5
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We have seven manufacturing facilities located in the United States that are full service custom injection molding plants with post-molding
secondary operations. Our current facilities collectively house 167 horizontal injection-molding machines with capacities ranging from 55 tons
to 1,500 tons of clamping force. Each machine utilizes a computerized process controller that continuously monitors key process parameters on a
real time basis and signals the operator if any parameter falls outside predetermined statistical limits. The injection molding process is supported
by automated systems for raw material drying, conveying and regrinding. All of our plants have received TS 16949 certification with the
exception of our Iowa facilities which started production in December of 2003.

We offer our customers value added post-molding secondary services, including ultrasonic inserting and welding, heat staking, solvent bonding,
finishing, machining, assembly and on-line packaging. These important services support customers requirements for subassembled components,
which provide cost savings and manufacturing efficiencies.

Sales and Marketing

We currently market our services on a regional basis through direct sales activities. We occasionally utilize independent manufacturer s
representative organizations. Our strategy is to grow our existing customer base through innovative solutions and value added services. In
addition, we intend to continue to develop products for manufacturers in our target industries.

Our engineering staff assists our sales efforts in the design and manufacture of products to customer specifications, including providing full

service design, build and management for the development of tooling, parts and assembly. We believe our program management focus promotes
our early involvement with customer engineering to enable maximum benefit in product and tooling design to insure superior manufacturing and
part quality standards.

Customers

In fiscal 2003, we had two customers, Electrolux Home Products, Inc. (Electrolux) and Plastech Extended Enterprises, Inc., which accounted in
the aggregate for approximately 83% of consolidated net sales. Because of the importance of new vehicle sales by the major automotive
manufacturers to our operations, our business is affected by general business conditions in this industry. Our operations are also dependent to a
certain degree on the general economic climate in the appliance and other markets in which we sell product. Our customers generally place
orders for goods based on their production requirements for the following three to four months, with a non-binding estimate of requirements
over six to eight months. Management believes that the relatively long production cycles for our customers make these estimates reliable.

Competition

The national plastic injection-molding industry is highly fragmented and characterized by intense competition. Our actual competitive market,
however, is regional due to the significant impact of freight costs. Within the region where we operate, there are many suppliers of plastic
injection molded components. We believe that none of our competitors have a dominant position in the market, although some of them have, or
may have, greater financial and other resources than we do.

We believe that our primary strengths include our competitive cost structure, our ability to maintain superior product quality and our ability to
deliver finished products on a just-in-time or scheduled lead time basis as a direct result of our physical location to our customers.

Suppliers and Raw Materials

The primary raw materials used to produce the majority of our products are plastic resins, primarily polycarbonate, polyethylene and
polystyrene. We select our suppliers primarily on the basis of quality, price, technical support and service. However, in many instances, the
customer specifies the suppliers that we must use. Virtually all of the plastic resins used in our operations are manufactured within the United
States. Although the plastics industry has from time to time experienced shortages of plastic resins, to date we have not experienced any
difficulties with shortages. We believe that there are adequate vendor sources available to meet our raw material needs.
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Our financial performance is dependent to a substantial extent on the plastic resin market. The primary plastic resins used by us are produced
from petrochemical feedstock mostly derived from natural gas liquids. Supply and demand cycles in the petrochemical industry, which are often
impacted by OPEC policies, can cause substantial price fluctuations. Consequently, plastic resin prices may increase as a result of changes in
natural gas liquid prices and the capacity, supply and demand for resin and petrochemical feedstock from which they are produced.

We are not a significant purchaser of plastic resin in the United States and, therefore, are not able to achieve significant discounts from market
prices for volume purchases. However, a common arrangement with some of our largest customers is to purchase raw materials under contracts
with terms that have been negotiated by that customer.

In many instances we have been able to pass through changes in the cost of our raw materials to customers in the form of price increases.
However, there is no assurance that we will be able to continue such pass throughs, or that the timing of such pass throughs will coincide with
our increased costs. To the extent that increases in the cost of plastic resin cannot be passed on to customers, or that the duration of time lags
associated with a pass through becomes significant, such increases may have an adverse impact on our gross profit margins and our overall
profitability.

Working Capital

We do not believe that we or the plastic injection molding industry in general have any special practices or special conditions affecting working
capital items that are significant for understanding our business.

Backlog

We have understandings with several of our major customers whereby the customers discuss long-range quantities and sales expectations for
periods up to 12 months. Quantity expectations are given to us and once a part is approved for production, we begin production and fully expect
that we will continue such production for the life of the product. The customer will typically provide volume indications for the next six to eight
weeks with a purchase order for quantities for the next 30 days. While we fully expect that our customers intend to have us provide production
for the products for which we have production indications, the customers rarely give irrevocable commitments. Accordingly, due to the close
cooperation and collaboration with the customer, we believe that there will be continuing involvement with our customers in the production of
their products. We do not, however, consider our open orders at any time to be fully indicative of future business activity.

Environmental and Safety Matters

Our operations are subject to certain federal, state and local environmental laws and regulations that impose limitations on the discharge of
pollutants into the air and water and establish standards for the treatment, storage and disposal of solid and hazardous wastes. While historically
we have not had to make significant capital expenditures for environmental compliance, we cannot predict with any certainty our future capital
expenditures for environmental compliance because of continually changing compliance standards and technology.

We routinely monitor environmental compliance at all of our manufacturing facilities. The cost of such compliance is not significant. We are not
currently subject to any environmental proceedings. During fiscal 2003, we did not make any significant capital expenditures for environmental
control facilities, nor do we anticipate any such expenditures in the near future. Actions by federal, state and local governmental agencies
concerning environmental matters could result in laws or regulation that could increase the cost of producing the products manufactured by us or
otherwise adversely affect the demand for our products.

We do not have insurance coverage for environmental liabilities and do not anticipate obtaining such coverage in the future.

Environmental and Safety Matters 7
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Patents, Trademarks, Licenses, Etc.

We do not own any patents, registered trademarks or licenses, although we claim certain common law trademark rights. In general, we rely on
our technological capabilities, manufacturing quality control and know-how, rather than patents, in the conduct of our business.

Seasonality

Our business is not especially seasonal, however, production output is affected by holidays, vacations and available workdays. Our business may
be subject to significant quarterly and annual fluctuations.

Research and Development
Our research and development costs during the last three fiscal years have not been significant.
Executive Officers

The following table sets forth certain information with respect to our executive officers:

Name Age Position

William Beckman 56 President

John Brownlow 40 Vice President of Sales

Thomas Wallace 49 Chief Operating Officer

Edmund Walsh 34 Treasurer and Chief Financial Officer

William Beckman has served as our President since December 1999. From February 1999 until November 1999, Mr. Beckman served as Chief
Executive Officer of Clarion Plastics Technologies, Inc., a wholly owned subsidiary of the Company. From October 1997 until January 1999,
Mr. Beckman served as Chief Financial Officer of Johnson Controls Interiors, an automotive supplier of interior parts. Prior to October 1997,
Mr. Beckman served as Vice President  Finance of Johnson Controls Interiors as well as Prince Corporation. Prince Corporation was an
automotive supplier of interior parts that was acquired by Johnson Controls, Inc. in 1996.

John Brownlow has served as our Vice President of Sales since September 2001. From June 2001 to September 2001, Mr. Brownlow served
briefly as Plant Manager for the Company s Caledonia Manufacturing Facility. Mr. Brownlow served as the Director of Corporate Purchasing
from November 2000 until March 2001. Mr. Brownlow started with the Company in June 2000 as the Managing Director of the Heavy Truck
Business Unit. Prior to his employment with the Company, Mr. Brownlow served as General Manager of Progressive Metal Manufacturing in
Ferndale, MI.

Thomas Wallace has served as our Chief Operating Officer since January 2001. From August 2000 until December 2000, Mr. Wallace served
as General Manager of Joint Ventures for Johnson Controls, Inc. and served as their General Manager for Interiors-Europe from October 1996 to
August 2000. Prior to Johnson Controls acquisition of Prince Corporation in 1996, Mr. Wallace served in various leadership positions at Prince
Corporation.

Edmund Walsh has served as our Treasurer since April 2002 and as Chief Financial Officer since September 2001. From May 2001 until
September 2001, Mr. Walsh served as Operations Controller. From August 1999 to May 2001, Mr. Walsh served as Senior Business Analyst at
Steelcase, Inc. From June 1992 to August 1999, Mr. Walsh served in various financial positions at Johnson Controls, Inc. and Prince
Corporation.

Employees

As of March 5, 2004, we had approximately 700 full-time employees. None of our employees are represented by a union. We believe that our
future success will depend on our ability to continue recruiting, retaining and motivating qualified personnel at all levels within the Company.
We consider our relations with employees to be good.

Employees 8
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ITEM 2. PROPERTIES.

The following table provides information regarding our principal facilities at March 5, 2004.

Location Square Footage Leased/Owned Description of Use
Caledonia, Michigan 86,000 Leased Manufacturing
Greenville, Michigan (2 facilities) 190,000 Owned Manufacturing
Grand Rapids, Michigan 1,000 Leased Executive office
South Haven, Michigan 110,000 Owned Manufacturing
Anderson, South Carolina 131,000 Owned Manufacturing
Pella, Towa (2 facilities) 67,000 Leased Manufacturing

Our buildings, machinery and equipment have been well maintained, are in good operating condition, and are adequate for current production
requirements. Our facilities are currently not fully utilized and, therefore, can absorb additional business.

ITEM 3. LEGAL PROCEEDINGS.

The Company is involved in certain claims and litigation arising in the normal course of business, including certain other litigation involving
claims alleging damages under various contractual arrangements. After taking into consideration legal counsel s evaluation of these claims and
actions, the Company is currently of the opinion that their outcome will not have a significant effect on the Company s consolidated financial
position or future results of operations and cash flows.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS.

No matters were submitted to a vote of security holders during the fourth quarter of fiscal 2003.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS. 9
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PART II

ITEM 5. MARKET FOR COMMON EQUITY RELATED STOCKHOLDER MATTERS AND ISSUER PURCHASES OF EQUITY
SECURITIES.

We consider our Common Stock to be thinly traded, therefore, any reported bid or sale price may not reflect a true market-based valuation. The
following table sets forth the range of high and low bid prices for our Common Stock for the periods indicated:

High Low

Fiscal 2002
First Quarter $ 0.42 $ 0.08
Second Quarter 0.72 0.14
Third Quarter 0.65 0.31
Fourth Quarter 0.49 0.23

Fiscal 2003
First Quarter $ 0.52 $ 0.29
Second Quarter 0.44 0.27
Third Quarter 0.92 0.35
Fourth Quarter 0.90 0.57

The foregoing quotations represent inter-dealer prices without retail mark-up, mark-down or commission and may not represent actual
transactions.

We have never declared or paid any cash dividends on our Common Stock. We do not anticipate paying any cash dividends on our Common
Stock in the foreseeable future. In addition, our Senior Loan Agreement and our Senior Subordinated Loan Agreement both prohibit the payment
of dividends on our Common Stock.

As of March 5, 2004, we have issued and have outstanding 1,950,250 shares of Series B Convertible Preferred Stock and 38,570 shares of Series
A Convertible Preferred Stock. Dividends accrue at the rate of 10.0% and 12.0% per annum, respectively, and are cumulative. In fiscal 2002 and
fiscal 2003, no dividends were paid. As of December 27, 2003, we had declared and accrued $8,497,000 and $4,800,000 of dividends on the
Series B Preferred Stock and Series A Preferred Stock, respectively. The dividends on the Series B Preferred Stock are payable in either cash or
Common Stock, at our option. The dividends are payable in cash only for the Series A Preferred Stock. However, our Senior Loan Agreement
and Senior Subordinated Loan Agreement prohibit dividend payments of any kind. The Series B Preferred Stock has a mandatory redemption
date of June 30, 2008 for 50% of the shares, and June 30, 2009 for the remaining 50% of the shares, subject to any existing contractual
agreements that may prohibit such redemption. The Series A Preferred Stock has a mandatory redemption date of June 30, 2007 or earlier under
certain circumstances, including defaults. Our loan agreements currently prohibit such redemption.

As of March 5, 2004, the number of stockholders of record of Common Stock was approximately 530.
During the fiscal year ended December 27, 2003, we issued unregistered shares of our Common Stock in the following transactions:

On January 6, we issued 10,000 shares of Common Stock in connection with certain public relations activities. No consideration was received
for the securities, which were issued pursuant to Section 4(2) of the Securities Act of 1933, as amended. There were no underwriters involved in
the transaction.

On February 4, we issued 10,000 shares of Common Stock in connection with certain public relations activities. No consideration was received
for the securities, which were issued pursuant to Section 4(2) of the Securities Act of 1933, as amended. There were no underwriters involved in
the transaction.

ITEM 5. MARKET FOR COMMON EQUITY RELATED STOCKHOLDER MATTERS AND ISSUER PURCHASES C
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On March 4, we issued 10,000 shares of Common Stock in connection with certain public relations activities. No consideration was received for
the securities, which were issued pursuant to Section 4(2) of the Securities Act of 1933, as amended. There were no underwriters involved in the
transaction.

On March 31, we issued 10,000 shares of Common Stock in connection with certain public relations activities. No consideration was received
for the securities, which were issued pursuant to Section 4(2) of the Securities Act of 1933, as amended. There were no underwriters involved in
the transaction.

On April 29, we issued 10,000 shares of Common Stock in connection with certain public relations activities. No consideration was received for
the securities, which were issued pursuant to Section 4(2) of the Securities Act of 1933, as amended. There were no underwriters involved in the
transaction.

On April 29, we issued 46,512 shares of Common Stock in connection with a lease agreement for one of our manufacturing facilities. No
consideration was received for the securities, which were issued pursuant to Section 4(2) of the Securities Act of 1933, as amended. There were
no underwriters involved in the transaction.

On July 14, we issued 500,000 shares of Common Stock in connection with a warrant exercise. The exercise price was $0.0001 per share. The
warrants were issued pursuant to Section 4(2) of the Securities Act of 1933, as amended, and there were no underwriters involved in the
transaction.

On August 29, we issued 100,000 shares of Common Stock in connection with a warrant exercise. The exercise price was $0.0001 per share.
The warrants were issued pursuant to Section 4(2) of the Securities Act of 1933, as amended, and there were no underwriters involved in the
transaction.

During the fourth quarter of fiscal 2003, we did not repurchase any equity securities.

Information concerning our equity compensation plans is presented in the table titled Equity Compensation Plan Information in Item 12.
Security Ownership of Certain Beneficial Owners and Management of this Form 10-K.

ITEM 6. SELECTED FINANCIAL DATA

The following table provides our selected historical consolidated financial information. The consolidated statement of operations data set forth
below with respect to the fiscal years ended December 27, 2003, December 28, 2002 and December 29, 2001 and the consolidated balance sheet
data at December 27, 2003 and December 28, 2002 are derived from, and are qualified by reference to, the audited Consolidated Financial
Statements included in Item 8 of this report and should be read in conjunction with those financial statements and notes thereto. The
consolidated operating statement data set forth below with respect to fiscal years ended December 30, 2000 and December 31, 1999 and the
consolidated balance sheet data at December 29, 2001, December 30, 2000 and December 31, 1999 are derived from audited consolidated
financial statements of the Company not included in this report.

ITEM 6. SELECTED FINANCIAL DATA 11
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All results and data in this section reflect continuing operations, which excludes discontinued operations unless otherwise noted. See Note 10 to

our Consolidated Financial Statements.

Operations Statement Data:

Net sales

Gross profit

Selling, general and administrative
expenses

Restructuring and other impairment
charges (credits) (A)

Other expense

Income (loss) from continuing operations

Income (loss) from discontinued
operations

Net income (loss)

Net loss from continuing operations
attributable to common shareholders:
Net income (loss) from continuing
operations
Preferred stock dividends declared
Accretion of preferred stock to
mandatory redemption value

Weighted average shares outstanding
Loss per share from continuing
operations, basic and diluted

Balance Sheet Data:
Total assets
Property, plant and equipment, net
Working capital deficit (B)
Long-term debt, net of current portion
Current portion of debt
Mandatorily redeemable common stock
Redeemable preferred stock (B)
Shareholders' equity (deficit)

Financial Ratios:
Income (loss) from continuing operations
as a percent of net sales
Current ratio

Other Data:
Property and equipment additions
Preferred stock dividends declared

Fiscal Year

(A) See Note 9 to our Consolidated Financial Statements.
(B) See Note 2 to our Consolidated Financial Statements.

2003 2002 2001 2000 1999
$ 97,668 $ 80,630 $ 90,573 $ 107,189 $ 20,448
11,937 10,456 1,638 14,739 2,471
7,144 7,859 11,081 12,396 11,327
(207) (713) 7,431 2,299 -
(4,226) (10,764) (11,031) (7,894) (1,158)
774 (7,454) (27,905) (7,850) (8,279)
- 209 (7,238) (1,686) (6,093)
774 (7,245) (35,143) (9,536) (14,372)
774 (7,454) (27,905) (7,850) (8,279)
(7,408) (2,852) (2,483) (2,204) (571)
(832) (2,013) (1,343) - -
$ (7.466) $ (123190 $ (3L,731) $ (10,054 $ (8,850)
44,635,386 42,667,050 23,667,418 21,625,351 16,930,770
(0.17) (0.28) (1.34) (0.46) (0.52)
$ 67,703  $ 63,644 § 70,443 $ 91,306 $ 38,259
26,699 25,682 26,175 33,876 33,594
(28,248) (20,741) (84,883) (420) (6,013)
25,307 26,528 226 65,924 17,629
11,343 11,162 72,618 1,580 6,038
2,550 2,550 2,550 2,550 2,550
54,608 53,407 16,941 - -
(55,930) (48,603) (36,618) 16,671 18,993
0.8% (9.2%) (30.8%) (7.3%) (40.5%)
0.35 0.37 15 98 1.45
$ 4308 % 850 $ 1,934  § 5744  § 2,708
7,408 2,852 2,483 2,204 571
10

ITEM 6. SELECTED FINANCIAL DATA

12



Edgar Filing: CLARION TECHNOLOGIES INC/DE/ - Form 10-K

ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS.

During fiscal 2003, we were able to increase revenue over 21% in a period of slowed U.S. manufacturing activity. We believe our cost structure,
manufacturing capabilities, quality and delivery have resulted in increased sales to our core customers. Due to the unstable economy, and our
customer s desire to consolidate their supply base, we were awarded several significant programs in 2003. These programs, along with our
continued manufacturing improvements, resulted in a profitable fiscal year. We continue to adjust our cost structure to focus on manufacturing
costs, including improving our efficiency in the use of raw materials and scrap. Our objective is to grow our business and leverage our current
overhead cost structure. We believe our current cost structure has positioned the Company to be the lowest cost manufacturer in our core
markets. Accordingly, we expect to maintain our current competitive advantage and to obtain additional business within our core markets.

On December 27, 2002, we completed a restructuring with our senior subordinated lenders in which principal and related accrued interest
totaling $37,770,000 was converted into 37,770 shares of Series A Preferred Stock. The remaining outstanding principal and related accrued
interest totaling $10,000,000 were converted into a new senior subordinated note in the principal amount of $10,000,000. On April 14, 2003, we
refinanced our senior debt and modified the terms of certain of our subordinated debt. The $14,500,000 term loan portion of our new senior
credit facility matures on April 30, 2007 and the $9,000,000 line of credit matures on April 30, 2004. We fully expect that our revolving line of
credit will be renewed in the ordinary course of business. The terms of the senior credit facility allow us to make payments on our subordinated
debt, subject to certain limitations. See Note 2 to our Consolidated Financial Statements.

We are experiencing increases in revenues along with improved profitability and operating results for the first quarter of fiscal 2004 as compared
to the same period in fiscal 2003 and are optimistic that this trend will continue.

RESULTS OF OPERATIONS
The table below outlines the components of our Consolidated Statement of Operations as a percentage of net sales:

Fiscal year ended Fiscal year ended Fiscal year ended
December 27,2003 December 28, 2002 December 29, 2001

Net sales 100.0% 100.0% 100.0%
Cost of sales 87.8% 87.0% 98.2%
Gross profit 12.2% 13.0% 1.8%
Selling, general and administrative expenses 7.3% 9.7% 12.2%
Restructuring and impairment charges (credits)
(0.2%) (0.9%) 8.2%
Operating income (loss) 5.1% 4.2% (18.6%)
Other income (expense) (4.3%) (13.4%) (12.2%)
Income (loss) from continuing operations
before income taxes 0.8% (9.2%) (30.8%)
Provision for income taxes 0.0% 0.0% 0.0%
Income (loss) from continuing operations 0.8% 9.2%) (30.8%)
Discontinued operations 0.0% 0.3% (8.0%)
Net income (loss) 0.8% (8.9%) (38.8%)

Net Sales

Net sales for fiscal 2003 were $97,668,000, an increase of $17,038,000, or 21.1%, over net sales of $80,630,000 for fiscal 2002. The increase
was due to the growth in business with customers in the consumer goods market ($27,511,000), primarily under our long-term supply agreement
with a key customer ($23,147,000). Additionally, we have grown the consumer goods portion of our business with other key customers with
significant future opportunities. Based on these successes, we expect continued expansion in this market. Due to softer market demand and the
normal expiration of certain automotive programs, we experienced a decline in the automotive portion of our business ($9,846,000). The decline
occurred with various customers and is consistent with general softness and normal program expirations. Despite this overall decline, we were
able to increase our business with a key customer over 25% ($1,147,000). We expect to increase our business with this customer in the coming
year and take advantage of their desire to consolidate their injection molding supply base.
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Net sales for fiscal 2002 were $80,630,000, a decrease of $9,943,000, or 11.0%, over net sales of $90,573,000 for fiscal 2001. This decrease was
primarily due to the loss of tooling and technical services revenue ($5,332,000) due to lower numbers of new projects, reduction of a selected
portion of consumer goods sales ($1,726,000), and a reduction in sales to customers that we made strategic decisions to discontinue servicing
($7,699,000). The overall decrease was partially offset by increased sales to a key customer ($2,571,000) and increased sales to one of our
automotive customers ($3,212,000) due to a full year of production on a program in fiscal 2002 compared to three months of production in fiscal
2001.

Gross Profit

Gross profit as a percentage of net sales in fiscal 2003 was 12.2% compared to 13.0% in fiscal 2002. Increases in material costs (3.7%) as a
percent of sales was primarily driven by product mix changes, including increasing our production of products that have a higher material
content. Labor increased slightly (1.6%) which is reflective of wage and benefit cost increases. Overhead costs decreased (9.6%) from 2002,
which is attributable to leveraging fixed costs over a larger revenue stream. Additionally, our gross profit was negatively impacted due to start
up costs associated with a new product launch in the automotive market; these launch activities added approximately $552,000 of expense
during the first nine months of the year. This product is now in full production and the incremental start up activity is complete. Our gross
margin performance for the year was negatively impacted by the extended downtime of our core customer base in the fourth quarter, specifically
the holiday weeks of Thanksgiving and Christmas. The unexpected decrease in revenue during that time did not allow for the absorption of fixed
costs. Also, we experienced some significant medical expenses ($212,000 during the fourth quarter and $486,000 for the year) at one of our
operations. This operation has been converted to fully insured coverage (from self funded) and the risk of unexpected expenses does not exist
going forward. For 2004, we expect gross margins to remain level or slightly improve as we continue to grow revenues and leverage fixed costs.

Gross profit as a percentage of net sales in fiscal 2002 was 13.0% compared to 1.8% in fiscal 2001. The improvement was attributable to
operating initiatives that decreased our overall cost structure, specifically material content (7.0%), labor (1.0%) and overhead costs (1.0%) and
the nonoccurrence of the initial product launch costs experienced in fiscal 2001.

Selling, General and Administrative Expenses

Selling, general and administrative expenses (SG&A) decreased from $7,859,000 in fiscal 2002 to $7,144,000 in fiscal 2003. The $715,000
(9.1%) decrease is attributable to a reduction in professional fees ($593,000), corporate taxes ($110,000), directors fees ($127,000) and
depreciation and amortization ($338,000). Offsetting these decreases were increases in salaries ($104,000), general liability insurance
($200,000), office rent ($83,000) and bad debt expense ($66,000). The result of increasing net sales, slightly lower gross margin, decreased
SG&A and decreased restructuring and impairment credits is that our operating income increased to 5.1% as a percentage of net sales versus
4.2% in 2002. We expect SG&A to remain at the current levels in fiscal 2004.

Selling, general and administrative expenses decreased from $11,081,000 in fiscal 2001 to $7,859,000 in fiscal 2002. The $3,222,000 (29.1%)
decrease is attributable to the continuation of our focused effort to control general costs, including supplies, telephone, vehicle and travel
($1,089,000), the continued elimination and consolidation of administrative positions ($1,921,000), and the elimination of goodwill amortization
($713,000). Offsetting these reductions were increases in general insurance ($42,000), professional expenses, which included a one-time charge
of $196,000 incurred in the fourth quarter of fiscal 2002 for professional and consulting services related to the debt restructuring and the absence
of bad debt recovery ($127,000) and single business tax refunds ($381,000).

Restructuring and Impairment Charges (Credits)

Throughout fiscal 2001 and 2002, the U.S. economy experienced a slowdown in manufacturing activity. In particular, several of the industries
we served, such as the domestic automotive and heavy truck market, endured dramatic reductions in orders. In response to these conditions,
management took aggressive actions to consolidate existing operations, cut overhead costs and reduce excess capacity. These actions have
resulted in the write down of the carrying value of certain assets and the recognition of various costs anticipated to execute these actions.
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On March 16, 2001, we announced the closing of one of our facilities in Greenville, Michigan. The plant closing resulted in the transfer of
employees and related production to our other facilities located in Western Michigan. Management accrued a pre-tax charge of $2,000,000
related to the closing to cover various exit costs ($485,000) and anticipated non-cash losses on the sale of the property, plant, and certain
equipment ($1,515,000) during fiscal 2001. At the end of July 2001, the closing activities were substantially completed. In June 2002, we
recorded a reversal adjustment of $24,000 related to the sale of certain equipment at this facility which had been previously reserved. In
September 2002 and November 2002, we recorded reversal adjustments of $318,000 and $133,000, respectively, related to equipment being
transferred and used in the operations of other facilities which had been previously reserved. In December 2002, an impairment charge of
$190,000 was recorded as additional equipment not previously reserved was deemed impaired. In March 2003, management determined that our
Cedar Street facility will not be sold and will be returned to active use to provide additional manufacturing space to accommodate increased
orders from a significant consumer goods customer. Accordingly, the remaining reserve of $207,000 associated with this anticipated sale was
reversed in the first quarter of 2003.

During the second quarter of fiscal 2001, we announced our decision to relocate certain functions previously located in our Technical Center and
to outsource the manufacture of tooling. Specifically, these actions included the relocation of engineering, program management, and sales
personnel to our manufacturing facilities in order to provide integrated support to the manufacturing operations. In addition, many of the tool
makers and equipment previously used in the manufacture of tooling were moved directly into the manufacturing facilities. We continue to
manage new tooling programs for our customers, but we outsource the actual tool manufacturing as well as complex design and engineering
programs. Management accrued a nonrecurring pre-tax charge of $1,040,000 related to these actions to cover various exit costs ($627,000) and
anticipated non-cash losses on the disposition of certain furniture, fixtures, and equipment ($413,000), which non-cash losses were incurred
during the remainder of 2001. These relocation activities were completed by the end of the third quarter of fiscal 2001.

In May 2002, we reached a settlement agreement with the lessor of our former Technology Center concerning the early termination of our lease.
As a result of the settlement, accrued exit costs were reduced by $428,000 in the first quarter of 2002.

We performed analyses of the expected undiscounted future cash flows related to our manufacturing facilities and determined that an asset
impairment charge in the amount of $10,900,000 in fiscal 2001, $6,509,000 of which was included in discontinued operations, and $2,299,000 in
fiscal 2000 was required to adjust the net carrying value of long-lived assets, including goodwill, associated with certain of its manufacturing
facilities to fair value under the provisions of SFAS No. 121, Accounting for the Impairment of Long-Lived Assets and for Long-Lived Assets to
be Disposed Of.

Other Income (Expense), Net

Other income (expense), net decreased $6,538,000 (60.7%) to $4,226,000 in fiscal 2003 from $10,764,000 in fiscal 2002. The decrease is
primarily due to reduced interest expense as a result of the debt restructuring executed in December 2002, gain recognized on extinguishment of
debt in 2003, and overall lower principal balances in 2003 compared to 2002.

Other income (expense), net decreased $267,000 (2.4%) to $10,764,000 in fiscal 2002 from $11,031,000 in fiscal 2001. The decrease is
primarily due to decreased interest expense as a result of lower outstanding debt balances and reduced amounts of amortization of bank
financing fees.

Discontinued Operations

In an effort to reduce both operating losses and long-term debt, we sold the assets related to our Montpelier manufacturing facility that served
the heavy truck industry on April 29, 2002. We received $12,780,000 in cash, $800,000 in notes (bearing interest at 7.0% and due on or before
April 28, 2005), plus the assumption of certain liabilities. Assets sold included approximately $3,312,000 of receivables, $593,000 of inventory,
and $11,402,000 of net fixed assets. Liabilities assumed by the buyer consisted primarily of approximately $2,331,000 of payables and accruals.
The buyer purchased certain of these working capital items at their net carrying value as determined as of the closing date. We incurred a loss of
$97,000 on the sale, the proceeds of which were used to pay certain debt obligations under the Amended Senior Credit Agreement.
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Income from discontinued operations for fiscal 2002 was $209,000, representing the operations of our former Montpelier facility and the loss on
the sale of the Montpelier facility of $97,000.

Net Income (Loss)

We recorded net income of $774,000 in fiscal 2003 compared to a net loss of $7,245,000 in fiscal 2002. Net loss attributable to common
shareholders, after considering preferred stock dividend requirements and accretion of preferred stock to mandatory redemption value, was
$7,466,000 ($0.17 per share) in fiscal 2003 as compared to $12,110,000 ($0.28 per share) in fiscal 2002. As discussed above, this improvement
is a result of decreased interest expense resulting from the debt restructuring executed in December 2002 and the increase in net sales.

We recorded a net loss of $7,245,000 in fiscal 2002 compared to a net loss of $35,143,000 in fiscal 2001. Net loss attributable to common

shareholders, after considering preferred stock dividend requirements and accretion of preferred stock to mandatory redemption value, was
$12,110,000 ($0.28 per share) in fiscal 2002 as compared to $38,969,000 ($1.65 per share) in fiscal 2001. The results for fiscal 2002 were

affected by decreased launch costs and a decrease in operating expenses associated with management s focused efforts to reduce costs. In

addition, fiscal 2002 results are favorably affected by a decrease in significant one-time charges and the sale of the Montpelier facility.

LIQUIDITY AND CAPITAL RESOURCES

Our liquidity position is stable, but we have a deficit in working capital and shareholders equity. However, in fiscal 2003, negative working
capital increased from $20,741,000 to $28,248,000 primarily due to the accrual of dividends on preferred stock.

Our sources of ongoing liquidity include cash flows from our operations, cash available from our existing credit lines, potential debt and equity
investments, and sales of our non-core assets. We continually reduce our operating expenses, and are structuring our overall operations and
resources around high margin products and services.

On April 14, 2003, we refinanced our senior debt and modified the terms of certain of our subordinated debt. The $14,500,000 term loan portion
of our new senior credit facility matures on April 30, 2007 and the $9,000,000 line of credit matures on April 30, 2004. The revolving line of
credit will be increased from $9,000,000 to $9,500,000 on March 12, 2004. We fully expect that our revolving line of credit will be renewed in
the ordinary course of business. See Note 2 to our Consolidated Financial Statements. At December 27, 2003, our senior debt was outstanding in
the amount of $20,626,000.

Our senior subordinated debt outstanding in the principal amount of $10,000,000 at December 27, 2003 is provided by William Blair Mezzanine
Capital Fund III, LP, Craig Wierda, one of our directors, and William Beckman and Thomas Wallace, our President and Chief Operating
Officer, respectively, and is due June 30, 2007. Subordinated debt in the amount of $2,700,000 at December 27, 2003 has been provided by
Electrolux, which according to the terms established on April 14, 2003, will be paid in monthly installments. Certain additional principal
payments will be made if we receive additional new business from Electrolux or if we meet certain performance targets. The Electrolux note will
mature no later than September 30, 2005. We also have a note payable in the amount of $1,000,000 to a seller in our acquisition of Drake
Products Corporation (that occurred in fiscal 2000), and notes payable to William Blair, Craig Wierda and Thomas Wallace, in the principal
amounts of $1,311,000, $1,311,000 and $136,000, respectively.

Our Senior Loan Agreement and Senior Subordinated Loan Agreement contain numerous restrictive covenants, including covenants related to
targets for earnings before interest, taxes, depreciation, and amortization (EBITDA), fixed charge coverage ratios, total liabilities to tangible
capital fund ratios, working capital levels as well as limits on capital expenditures. At December 27, 2003, we were in technical default with
respect to certain of these covenants and, therefore, we have obtained a waiver of those defaults. We expect to be in compliance going forward.
The defaults under the senior Subordinated Loan Agreement also triggered technical defaults under the terms of our Series A Preferred Stock,
described below. Those defaults have also been waived, and we expect to be in compliance going forward.
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We have outstanding Series A Preferred Stock that has a mandatory redemption value of $38,570,000 on June 30, 2007 and outstanding Series B
Preferred Stock that has a mandatory redemption value of $19,503,000, 50% due on June 30, 2008 and 50% on June 30, 2009, subject, however,
to any contractual agreements that may prohibit such redemptions. Series A Preferred Stock has a cumulative dividend rate of 12.0%, and Series
B Preferred Stock has a cumulative dividend rate of 10%. Based on the current terms of our Senior Loan Agreement and Senior Subordinated
Loan Agreement, dividend payments of any kind on preferred stock are prohibited through June 30, 2004. Dividends on the Series A Preferred
Stock and the Series B Preferred Stock are accrued on both the preferred stock and on outstanding dividends quarterly. We have accrued
$13,297,000 of preferred stock dividends that remained unpaid at December 27, 2003. The Series A Preferred Stock may be converted into
common stock at any time at a conversion ratio of 571 common shares for each share of preferred stock.

Our contractual obligations as of December 27, 2003 were as follows (in thousands):

Payments due by period
Less than More than
Contractual Obligations Total 1 year 1-3 years 3-5 years 5 years
Long-Term Debt (1):
Senior Loan Agreement:
Revolving credit debt (2) $ 7,051 $ 7,051 - - -
Term debt (3) 12,133 1,300 $ 2,600 S 8,233 -
Capital expenditure line of
credit (4) 1,442 1,442 - - -
Senior Subordinated Loan
Agreement (5) 10,000 - - 10,000 -
Other subordinated promissory
notes (5) 6,490 1,400 3,958 1,132 -
Other liabilities 52 - 36 16 -
Capital lease obligations 405 150 255 - -
Operating lease obligations 5,603 1,091 1,247 895 $ 2,370
Purchase obligations (6) 29,773 29,773 - - -
Common shares subject to
redemption 2,550 2,550 - - -
Series A preferred shares
subject to redemption (5) 38,570 - - 38,570 -
Series B preferred shares
subject to redemption (5) 19,503 - - 9,751 9,752
TOTAL $ 133,572 $ 44757 $ 8,096 $ 68,597 $ 12,122

(1)  All of our tangible and intangible assets collateralize borrowings under our Senior Loan Agreement and our Senior Subordinated
Loan Agreement.

(2)  Asof December 27, 2003, our revolving credit facility is scheduled to mature on April 14, 2004, and allowed for aggregate
borrowings of $9,000,000 at the prime rate plus 0.50% (4.0% at December 27, 2003), or at our option, 1, 2, 3, or 6-month LIBOR
plus 3.25%, subject to certain borrowing base limitations related to accounts receivable and inventory. In addition, an unused
facility fee of 0.375% per annum is payable on the unused portion of the credit line. At December 27, 2003, subject to borrowing
base limitations, there were $593,000 of available borrowings under this facility. On March 12, 2004, we will amend our
revolving credit facility to allow for aggregate borrowings of $9,500,000.

LIQUIDITY AND CAPITAL RESOURCES 18
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The payments are classified in accordance with the terms of the agreement. However, the balance has been treated as due
currently in the consolidated financial statements as it is a working capital facility.

(3)  Our term debt matures on April 14, 2007. The term loan bears interest at the prime rate plus 0.75% or, at our option, 1, 2, 3 or
6-month LIBOR plus 3.5%, plus an applicable margin, at our option. The interest rate at December 27, 2003 was 4.66%.

“4) Our capital expenditure line of credit allows draws up to a maximum amount of $1,500,000 and converts to a three-year term loan
on April 14, 2004. At December 27, 2003, the interest rate was 4.75%. The balance has been treated as due currently in the
consolidated financial statements as it is a working capital facility.

) Certain of these agreements were restructured during fiscal 2002. See Note 2 to our Consolidated Financial Statements. Under the
terms of our Senior Loan Agreement, the senior lender requires the subordinated debt holders, other than Electrolux and Drake,
and preferred shareholders to forego interest and dividend payments, respectively, through at least June 30, 2004. The interest and
dividends were accrued through December 27, 2003 and continue to accrue. The Senior Loan Agreement and Senior Subordinated
Loan Agreement prohibit the payment of dividends on common stock as well. Beginning in fiscal 2001, subordinated debt holders
and preferred shareholders agreed to defer interest and any dividend payments through the maturity date of the senior debt, unless
approved by the senior lenders. The Electrolux note was modified in April 2003. This note will be paid in monthly installments
and will mature no later than September 30, 2005. The Drake note was modified in September 2003. This note currently bears
interest only and matures August 1, 2007.

6) Purchase obligations represent recorded accounts payable and other recorded liabilities; the Company had no contractual
commitments to purchase goods and services as of December 27, 2003.

We are experiencing increases in revenues along with improved profitability and operating results for the first quarter of fiscal 2004 as compared
to the same period in fiscal 2003 and are optimistic that this trend will continue. We expect that our efforts to lower our cost structure and
improve profitability between late 2001 and the present, together with our future efforts, will continue to generate cash for working capital needs
and debt service in the future.

At December 27, 2003, we had negative working capital of $28,248,000 as compared to negative $20,741,000 at December 28, 2002. The
increase is mainly attributable to dividends declared on the Preferred Stock. Net cash provided by continuing operations, however, was
$5,361,000 in fiscal 2003 versus $2,063,000 in fiscal 2002. The improvement resulted primarily from a reduction in the net loss incurred by the
Company in fiscal 2002.

Investing activities in fiscal 2003 included capital expenditures of $4,308,000 and cash receipts of $738,000 from a note receivable. During
fiscal 2002, investing activities consisted mainly of cash provided from the sale of the Montpelier facility of $12,780,000 and capital
expenditures totaling $850,000, which were primarily purchases of molding equipment and investments in plant automation.

Financing activities used $1,755,000 of net cash in fiscal 2003 as compared to $14,233,000 in fiscal 2002. In fiscal 2003, financing activities
primarily included repayment of subordinated debt and payment of deferred financing costs. During fiscal 2002, proceeds from the sale of the
Montpelier facility were used to repay senior debt.

Our primary cash requirements are for operating costs, working capital needs, capital expenditures and debt service obligations. Capital
expenditures are expected to be approximately $3,250,000 in fiscal 2004. The refinancing that we closed on April 11, 2003, improved our
liquidity position; however, operating cash flows must continue to improve to enhance our cash position.

OFF-BALANCE SHEET ARRANGEMENTS

We do not have any off-balance sheet arrangements.
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CRITICAL ACCOUNTING POLICIES

The preparation of our financial statements requires that we adopt and follow certain accounting policies. Certain amounts presented in the
financial statements have been determined based upon estimates and assumptions. Management has discussed the development, selection and
disclosure of the estimates and assumptions with our audit committee. Although we believe that our estimates and assumptions are reasonable,
actual results could differ.

We have included below a discussion of our critical accounting policies that we believe are affected by our more significant judgments and
estimates used in the preparation of our financial statements, how we apply such policies and how results differing from our estimates and
assumptions would effect the amounts presented in our financial statements. Other accounting policies also have a significant effect on our
financial statements, and some of these policies also require the use of estimates and assumptions. Note 1 to the consolidated financial
statements discusses our significant accounting policies.

Revenue Recognition

We recognize revenue in accordance with SEC Staff Accounting Bulletin No. 104, Revenue Recognition in Financial Statements, as amended.
Accordingly, revenue is recognized based on the terms of the customer purchase order that indicates when title to the product and risk of
ownership passes to the customer. Tooling revenue is recognized when the tool has been completed or certified in accordance with purchase
order specifications and has been tendered for delivery to the customer. Sales are shown net of returns, which have not historically been
significant.

Inventories

Estimated inventory allowances for slow-moving and obsolete inventories are based on current assessments of future demands, market
conditions and related management initiatives. If market conditions or customer requirements change and are less favorable than those projected
by management, additional inventory allowances may be required.

Impairment of Goodwill

Goodwill is tested for impairment annually or more frequently if changes in circumstances or the occurrence of events suggest impairment
exists. The test for impairment requires us to make several estimates about fair value, most of which are based on projected future cash flows.
The estimates associated with the goodwill impairment tests are considered critical due to the judgments required in determining fair value
amounts, including projected future cash flows. Changes in these estimates may result in the recognition of an impairment loss. The annual
testing of goodwill was performed during the fourth quarter of the current fiscal year by an independent valuation company and resulted in no
impairment charge for fiscal 2003. The estimate of future undiscounted cash flows is subjective and requires certain assumptions related to
future events that are not assured. If actual future events unfavorably deviate from these assumptions, additional impairment losses may be
apparent.

Impairment of Long-Lived Assets

To evaluate the recoverability of long-lived assets, we estimate the undiscounted cash flows associated with these assets over their remaining
lives and compare it to their net carrying value of the assets. If the sum of expected future cash flows is less than the net carrying value of the
assets, an impairment loss is recognized for the excess of the net carrying value over estimated fair value. The estimate of future undiscounted
cash flows is subjective and requires certain assumptions related to future events that are not assured. If actual future events unfavorably deviate
from these assumptions, additional impairment losses may be apparent. In addition, the fair values of the related assets can change over time and
affect the impairment analysis.

Deferred Program Costs

We defer certain costs incurred in connection with various long-term supplier contracts to ready related tooling and equipment for production.
These costs are recouped through the price charged for the products and are recognized over the production period. If customers reduce future
production requirements, these deferred program costs would be amortized over fewer units or perhaps written off entirely if the related program

was cancelled.
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Accruals for Loss Contingencies

From time to time, we must evaluate accruals for loss contingencies based on our assessment of the probable outcome of such matters. These
contingencies generally involve settlement of litigation and other contractual matters. Our evaluation of these matters is subjective and requires
estimation after consideration of the pertinent facts and circumstances. To the extent that the actual outcome of these contingencies differs from
our subjective assessment of them, additional adjustments might be required that affect earnings.

Deferred Income Tax Assets

We provide deferred income taxes based on enacted income tax rates in effect on the dates temporary differences between the financial reporting
and tax basis of assets and liabilities reverse. The effect on deferred tax assets and liabilities of a change in income tax rates is recognized in
income in the period that includes the enactment date. To the extent that available evidence about the future raises doubt about the realization of
a deferred tax asset, a valuation allowance is established. We currently have significant deferred income tax assets that have been fully reserved
because of the uncertainty that such tax benefits will not occur until such time as we sustain profitable operations and other tax strategies can be
implemented.

New Accounting Standards

In May 2003, the Financial Accounting Standards Board issued SFAS No. 150, Accounting for Certain Financial Instruments with
Characteristics of both Liabilities and Equity (SFAS 150). SFAS 150 requires certain financial instruments that were previously classified as
equity to now be classified as liabilities. Beginning June 29, 2003, we classified our mandatorily redeemable common stock in the amount of
$2,550,000 as a liability in accordance with SFAS 150. The holders of our redeemable Series A and Series B Preferred Stock can convert these
shares into common stock at any time. Consequently, in accordance with SFAS 150, such preferred shares are not considered mandatorily
redeemable and do not need to be classified as a liability.

TAX CONSIDERATIONS

We have completed our analysis of our equity transactions and determined the effect such transactions have had on our ability to utilize the Net
Operating Loss ( NOL ) carryforwards for income tax purposes. At December 27, 2003, after consideration of limitations under Internal Revenue
Code rules, we had NOL carryforwards for federal income tax reporting purposes of approximately $53,000,000. This entire amount is

attributable to losses that were incurred prior to a change in ownership as defined by Internal Revenue Code rules and, accordingly, the NOL
carryforward is limited to this amount. The amount that can be utilized each year is fixed; however, annual limitation amounts not previously
utilized carry over to subsequent years and can be utilized to the extent of the total unexpired NOL carryforward amount. The maximum amount
that can be utilized in fiscal 2003 is limited to approximately $987,000. The $53,000,000 of pre-change of control net operating loss

carryforwards expire as follows, if not previously utilized: $100,000 in 2019, $12,700,000 in 2020, $28,000,000 in 2021 and $12,200,000 in

2022. The remaining net operating loss carryforwards of $2,800,000 expire in 2023, if not previously utilized.

INFLATION

We do not believe that sales of our products are affected materially by inflation, although there can be no assurance that inflation will not affect
sales in the future. We do believe that our financial performance could be adversely affected by inflation in the plastic resin market. The primary
plastic resins we use are produced from petrochemical feedstock mostly derived from natural gas liquids. Supply and demand cycles in the
petrochemical industry, which are often impacted by OPEC policies, can cause substantial price fluctuations. Consequently, plastic resin prices
may increase as a result of changes in natural gas liquid prices and the capacity, supply and demand for resin and petrochemical feedstock from
which they are produced.

In many instances we have been able to pass through changes in the cost of our raw materials to customers in the form of price increases.
However, there is no assurance that we will be able to continue such pass throughs, or that the timing of such pass throughs will coincide with
our increased costs. To the extent that increases in the cost of plastic resin cannot be passed on to customers, or that the duration of time lags
associated with a pass through becomes significant, such increases may have an adverse impact on our gross profit margins and our overall
profitability.

18

INFLATION 21



Edgar Filing: CLARION TECHNOLOGIES INC/DE/ - Form 10-K

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK.

The interest rates under our Senior Loan Agreement can fluctuate based on the prime lending rate or LIBOR. Accordingly, increases in interest
rates would result in higher debt service requirements and adversely affect earnings. A 1% increase in interest rates could result in our incurring
an additional $206,000 in annual interest expense under our Amended Senior Credit Agreement.

CERTAIN FACTORS

Described below are certain risks that we face. The risks described below are not the only ones that we face. Additional risks and uncertainties
not presently known to us or that are currently deemed immaterial may also impair our business operations. Our business, operating results or
financial condition could be materially adversely affected by, and the trading price of our common stock could decline due to, any of these risks.

This Report contains forward-looking statements that involve risks and uncertainties, such as statements of our plans, objectives, expectations
and intentions. Our actual results could differ materially from those anticipated in the forward-looking statements for many reasons, including
the factors described below and elsewhere in this Report. You should not place undue reliance on these forward-looking statements.

We are dependent on certain key customers. The loss of any such customer would have a material adverse effect on our results of
operations and financial condition.

Our revenues are dependent upon a small number of key customers. Our two largest customers accounted for approximately 83% of our
consolidated net sales in fiscal 2003. We expect that this customer concentration will continue for the foreseeable future. Our customer
relationships are not based upon long term contracts, and our customers may discontinue purchases of our products upon short notice.

Our success is dependent on continued growth in the automotive and consumer goods industries, and our revenues will be reduced if
there are reductions in such growth.

Our revenues are heavily dependent on customers in the automotive and consumer goods industries. We expect that this will be true for the
foreseeable future. During calendar year 2003, the U.S. economy continued to experience a slowdown in manufacturing activity during the first
three quarters of the year with only slight increases during the fourth quarter. In particular, the automotive industry continues to experience
reductions in orders. If the rate of growth continues to slow or if we experience contraction, our business and results of operations could be
adversely affected. Even if sales by our major customers become strong, our results of operations may be less than we anticipate if sales to other
customers do not grow or grow slower than anticipated. Similarly, unfavorable market reaction to the industry in general or the results of
operations reported by our customers may cause a corresponding decline in the results of our operations.

We have incurred significant net losses in two of the prior three years and are highly leveraged. We must be successful in achieving our
operating initiatives to reduce costs and improve future profitability.

We have incurred significant net losses in two of the prior three years and are highly leveraged. Current market conditions in the automotive
market indicate that minimal growth in overall unit sales for original equipment manufacturers can be expected in fiscal 2004. This anticipated
stagnation in original equipment manufacturer sales could result in adverse financial conditions that may be experienced throughout the supply
chain within these industries, and therefore, could negatively affect our operations in fiscal 2004. We are aggressively pursuing several operating
initiatives to reduce costs and profitability, which if not successful, could have a negative impact on our current liquidity position.
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Capital investments may be necessary to achieve our growth plans, which may reduce earnings and negatively affect the value of our
common stock.

Our growth plans may require capital investments, in particular, in relation to organic growth with our current customers. Our ability to meet
these capital requirements depends on numerous factors such as the availability of funds from operations and access to additional debt and
equity financing. No assurance can be given that the necessary funds will be available. The amended senior and subordinated debt facilities
place limits on capital expenditures during the terms of the related agreements. Moreover, incurrence of additional debt financing may involve
restrictive covenants that could negatively affect our ability to operate the combined business in the desired manner, and raising additional
equity may be dilutive to shareholders. The failure to obtain funds necessary for the realization of our growth plans could prevent us from
realizing our growth strategy and, in particular, could force us to forego acquisition opportunities that may arise in the future. This could, in turn,
have a negative impact on our competitive position.

We must keep pace with rapid technological change, market conditions and industry developments to maintain or grow our revenues.

Our future success will depend in part on our ability to enhance our current product offerings to keep pace with customer needs. We may not be
successful in developing and marketing products in a timely manner that respond to the technological advances by others, and our products may
not adequately or competitively address the needs of the changing marketplace.

Our operating results may suffer because of competition in the plastic injection molding industry.

The plastic injection molding industry is highly competitive and is served by numerous companies. Some of these competitors may have equal
or significantly greater financial, technical and marketing resources, generate greater revenues and have greater name recognition than we do.
We believe that the principal competitive factors in our market include integrated operations, short lead-time mold delivery, product quality,
pricing and expertise in new and evolving technologies. We may not be able to compete effectively on these or other bases, and, as a result, we
may not be able to maintain our current customer relationships or develop new customer relationships.

We may face costs for compliance with and clean-up under environmental laws and regulations, which would reduce profit margins and
earnings.

We are subject to various environmental laws and regulations in the jurisdictions in which we operate, governing, among other things, different
forms of production discharges and emissions. The risk of environmental costs and liabilities is inherent in industrial operations, including the
plastic parts industry. We could incur costs and liabilities in the future including those resulting from the adoption of increasingly strict
environmental laws, regulations and enforcement policies which might result in substantially increased costs and liabilities in the future. Higher
regulatory, environmental and similar costs would reduce our profit margins and earnings. We do not have insurance coverage for environmental
liabilities and do not anticipate obtaining coverage in the future.

Our business operations could be significantly disrupted if we lose members of our management team.

We believe that our success depends to a significant degree upon the continued contributions of our executive officers and other key personnel,
both individually and as a group. Our future performance will be substantially dependent on our ability to retain and motivate them.

We are a supplier of parts rather than end products. Accordingly, our success is dependent on the outsourcing by our customers of the
design, engineering and manufacture of plastic parts for our current revenues and future growth and on our continued access to certain
design and engineering services.

If existing outsourcing from our current customers ceased, our business, including our results of operations and financial condition, would be
adversely affected. Furthermore, our growth is dependent on the continued trend by original equipment manufacturers, particularly in the
automotive industry, to outsource their manufacturing needs for plastic and related parts. If original equipment manufacturers or companies
providing them with assembled products were to perform more manufacturing services themselves, our revenues might decline and our business
and results of operations would be harmed.
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Consumer preferences or technological advances could reduce the utilization of plastic injection molded parts which would have an
adverse effect on us.

Consumer trends and preferences have significant influence on the choice of materials utilized in the manufacture of some of the parts we
supply. For example, chrome or other metals can be substituted for plastic strictly as a marketing decision unrelated to functionality of the part.
If either consumer demand for non-plastic parts or new technological developments leading to lower cost substitutes for plastic parts cause our
customers to switch to non-plastic materials our sales and/or revenues could decrease and our costs, as a percent of sales could increase.
Furthermore, we could find it necessary to expand into the production of non-plastic parts to maintain our market share. This could give rise to
new production or operational risks, which could include risks associated with using new or unfamiliar technology. Such risks, even if inherent
in the adoption of any new technology or production processing, could affect our costs of production, efficiency, quality control or the
integration of such new operations with our existing operations.

Forward-looking statements in this document may prove inaccurate.

This document contains forward-looking statements about our company that are not historical facts but, rather, are statements about future
expectations. When used in this document, the words anticipates, believes, expects, intends, should and similar expressions as they relate to
or to our management, are intended to identify forward-looking statements. However, forward-looking statements in this document are based on
management s current views and assumptions and may be influenced by factors that could cause actual results, performance or events to be
materially different from those projected. These forward-looking statements are subject to numerous risks and uncertainties. Important factors,
some of which are beyond our control, could cause actual results, performance or events to differ materially from those in the forward-looking
statements. These factors include those described above under Certain Factors and:

Impact of general economic conditions in North America;

Industry conditions, including competition and fluctuation in prices for our products and the raw materials used to make them;

Changes in laws and regulations;

Fluctuation in interest rates;

Access to capital markets; and

Acts of war or terrorist activities.

Our actual results or performance could differ materially from those expressed in, or implied by, these forward-looking statements and,
accordingly, we cannot predict whether any of the events anticipated by the forward-looking statements will transpire or occur, or if any of them
do, what impact they will have on our results of operations and financial condition.
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Report of Independent Certified Public Accountants

Shareholders and Board of Directors
Clarion Technologies, Inc.

We have audited the accompanying consolidated balance sheets of Clarion Technologies, Inc. and subsidiaries as of December 27, 2003 and
December 28, 2002, and the related consolidated statements of operations, shareholders equity, and cash flows for the years then ended. Our
audits also included the financial statement schedule as of and for the years ended December 27, 2003 and December 28, 2002, as listed in Item
15(a). These financial statements and schedule are the responsibility of the Company s management. Our responsibility is to express an opinion
on these financial statements and schedule based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of America. Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing
the accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of Clarion
Technologies, Inc. and subsidiaries as of December 27, 2003 and December 28, 2002, and the results of their operations and their cash flows for
the years then ended, in conformity with accounting principles generally accepted in the United States of America. Also in our opinion, the
financial statement schedule presents fairly, in all material respects, the information set forth therein as of and for the years ended December 27,
2003 and December 28, 2002.

As discussed in Note 1, the Company adopted Statement of Financial Accounting Standards No. 142, Goodwill and Other Intangible Assets.
Accordingly, the Company ceased amortizing goodwill as of December 30, 2001.

/s/ BDO Seidman, LLP

Grand Rapids, Michigan
February 13, 2004
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Report of Independent Auditors

Shareholders and Board of Directors
Clarion Technologies, Inc.

We have audited the consolidated statements of operations, shareholders equity, and cash flows of Clarion Technologies, Inc. for the fiscal year
ended December 29, 2001. Our audit also included the financial statement schedule for fiscal 2001 listed in the Index at Item 15(a). These
financial statements and schedule are the responsibility of the Company s management. Our responsibility is to express an opinion on these
financial statements and schedule based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation. We
believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated results of the operations and
cash flows of Clarion Technologies for the fiscal year ended December 29, 2001, in conformity with accounting principles generally accepted in
the Untied States. Also in our opinion, the related financial statement schedule for fiscal 2001, when considered in relation to the basic financial
statements taken as a whole, presents fairly in all material respects the information set forth therein.

The fiscal 2001 financial statements have been prepared assuming that the Company will continue as a going concern. As of December 29,
2001, the Company had incurred significant operating losses, was highly leveraged, and had a deficiency in working capital and shareholders
equity. In addition, the Company was experiencing significant liquidity constraints, was in technical default under all of its debt agreements and
certain senior and subordinated debt totaling $38.1 million was scheduled to become due on or about April 30, 2002. These conditions raised
substantial doubt about the Company s ability to continue as a going concern. The financial statements do not include any adjustments to reflect
the possible future effects on the recoverability and classification of assets or the amounts and classification of liabilities that may result from the
outcome of this uncertainty.

/s/ Ernst & Young LLP
Grand Rapids, Michigan
April 10, 2002
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CLARION TECHNOLOGIES, INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
(In thousands, except share data)

December 27,

December 28,

2003 2002
ASSETS
Current assets:
Cash and cash equivalents $ 107 $ 41
Accounts receivable, net of allowances of $160 and $170 10,090 7,449
Inventories 4,553 2,505
Note receivable, net
- 738
Prepaid expenses and other current assets 668 800
Total current assets 15,418 11,533
Property, plant and equipment:
Land 778 778
Buildings and improvements 13,148 12,886
Machinery and equipment 33,672 30,612
Furniture and office equipment 3,253 3,635
Construction in progress 249 3
51,100 47914
Less accumulated depreciation (24,401) (22,232)
Net property, plant and equipment 26,699 25,682
Other assets:
Goodwill 24,521 24,521
Deferred program costs, net of accumulated
amortization of $2,065 and $1,379 736 1,768
Deferred financing costs, net of accumulated
amortization of $535 and $385 315 140
Other long-term assets 14 -
Total other assets 25,586 26,429
$ 67,703 $ 63,644
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CLARION TECHNOLOGIES, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
(In thousands, except share data)

December 27,

December 28,

2003 2002

LIABILITIES AND SHAREHOLDERS' DEFICIT
Current liabilities:

Revolving line of credit $ 7,051 $ 6,498

Accounts payable 10,876 7,710

Accrued payroll and benefits 517 390

Accrued dividends 13,297 5,890

Accrued interest 1,996 427

Other current liabilities 3,087 4,145

Mandatorily redeemable common stock 2,550 2,550

Current portion of long-term debt 4,292 4,664

Total current liabilities 43,666 32,274
Long-term debt, net of current portion 25,307 26,528
Other liabilities 52 38
Total liabilities 69,025 58,840

Redeemable Series A preferred stock, $1,000 par value: 3,000,000 shares

authorized; 38,570 and 37,770 shares issued and outstanding; being

accreted to mandatory redemption value of $1,000 per share 35,556 34,453
Redeemable Series B preferred stock, $0.001 par value: 3,000,000 shares

authorized; 1,950,250 shares issued and outstanding; being accreted

to mandatory redemption value of $10 per share 19,052 18,954
Shareholders' deficit:

Common stock, $0.001 par value: 100,000,000 shares authorized;

45,034,317 and 44,237,984 shares issued and outstanding 45 44
Additional paid-in capital 34,107 34,688
Accumulated other comprehensive loss (16) -
Accumulated deficit (90,066) (83,335)

Total shareholders' deficit (55,930) (48,603)
$ 67,703 $ 63,644

See notes to consolidated financial statements.
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CLARION TECHNOLOGIES, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS

Net sales
Cost of sales

Gross profit

Selling, general and administrative expenses
Restructuring and impairment charges (credits)

Operating income (loss)

Other income (expenses):
Interest expense
Gain on extinguishment of debt
Other, net

Income (loss) from continuing operations
before income taxes

Provision for income taxes
Income (loss) from continuing operations

Income (loss) from discontinued operations
(including loss on disposal of $97 in 2002)

Net income (loss)

Net loss from continuing operations attributable to

common shareholders

Net loss attributable to common shareholders

Average common shares outstanding (basic and diluted)

Loss per common share (basic and diluted):
Loss from continuing operations
Loss from discontinued operations

Net loss per share of common stock

See notes to consolidated financial statements.

Report of Independent Auditors

(In thousands, except per share data)

Fiscal year ended

December 27, December 28, December 29,
2003 2002 2001
$ 97,668 $ 80,630 $ 90,573
85,731 70,174 88,935
11,937 10,456 1,638
7,144 7,859 11,081
(207) (713) 7,431
5,000 3,310 (16,874)
(4,463) (10,838) (10,947)
332 - -
(95) 74 (84)
(4,226) (10,764) (11,031)
774 (7,454) (27,905)
774 (7,454) (27,905)
- 209 (7,238)
$ 774 $ (7,245)  $ (35,143)
$ (7,466) $ (12,319)  $ (31,731)
$ (7,466) $ (12,1100  $ (38,969)
44,635 42,667 23,667
$ 0.17) $ 028 § (1.34)
- - (0.31)
$ 0.17) $ 0.28) §$ (1.65)
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CLARION TECHNOLOGIES, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF SHAREHOLDERS EQUITY
THREE FISCAL YEARS IN THE PERIOD ENDED DECEMBER 27, 2003
(In thousands)

Balances at
December 31, 2000
Net loss
Reclassification of
preferred shares
subject to redemption
Issuance of capital
stock, stock
options, and
warrants:
With debt
For services rendered
Under severance
agreement
With preferred stock
conversion
For cash
Accretion of
redeemable
preferred stock to
mandatory
redemption value
Preferred stock
dividends declared

Balances at
December 29, 2001

Net loss

Issuance of capital
stock and stock
options:
For services rendered
For cash

Accretion of redeemable
preferred stock to
mandatory
redemption value

Preferred stock
dividends declared

Balances at
December 28, 2002
Comprehensive income:
Net income
Other comprehensive
loss

Total comprehensive
income
Issuance of capital

Report of Independent Auditors

ACCUMULATED
ADDITIONAL OTHER
PREFERRED  COMMON PAID-IN ACCUMULATEICOMPREHENSIVE
STOCK STOCK CAPITAL DEFICIT LOSS TOTAL
15702 $ 24 $ 33201 $ (32,256) $ - $ 16,671
- - (35,143) - (35,143)
(15,702) - - - - (15,702)
- - 1,043 - - 1,043
- - 127 - - 127
11 - - 11
- - 104 - - 104
- - 97 - - 97
- - - (1,343) - (1,343)
- - - (2,483) - (2,483)
- 24 34,583 (71,225) - (36,618)
- - - (7,245) - (7,245)
- - 96 - - 96
- 20 9 - - 29
_ - - (2,013) - (2,013)
_ - - (2,852) - (2,852)
- 44 34,688 (83,335) - (48,603)
} - - 774 - 774
- - - - (16) (16)
- - - - - 758
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ACCUMULATED
ADDITIONAL OTHER
PREFERRED COMMON PAID-IN ACCUMULATEDCOMPREHENSIVE
STOCK STOCK CAPITAL DEFICIT LOSS TOTAL

stock and stock

R8I vices rendered - - 126 - - 126

For cash - 1 29 - - 30
Accretion of

redeemable

preferred stock to

mandatory

redemption value - - (736) 97) - (833)
Preferred stock

dividends declared - - - (7,408) - (7,408)
Balances at

December 27, 2003 - $ 45 $ 34,107 $  (90,066) $ (16) $ (55,930)

See notes to consolidated financial statements.
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CLARION TECHNOLOGIES, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
(In thousands)

Fiscal year ended
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OPERATING ACTIVITIES:
Income (loss) from continuing operations
Adjustments to reconcile income (loss) from continuing
operations to net cash provided by (used in) operating
activities:
Depreciation and amortization
Restructuring and impairment charges (credits)
Stock-based compensation expense
Stock and stock options issued for services rendered
Other, net
Changes in operating assets and liabilities:
Accounts receivable
Inventories
Other operating assets
Accounts payable
Other operating liabilities

Net cash provided by (used in) operating activities from
continuing operations

Net cash provided by (used in) operating activities from
discontinued operations

Net cash provided by (used in) operating activities

INVESTING ACTIVITIES:
Capital expenditures
Proceeds from note receivable
Other

Net cash used in investing activities from continuing
operations

Net cash provided by (used in) investing activities from
discontinued operations

Net cash (used in) provided by investing activities

FINANCING ACTIVITIES:
Net change in revolving credit borrowings
Proceeds from long-term debt
Repayments of long-term debt
Proceeds from issuance of capital stock
Payment of debt financing costs

Net cash (used in) provided by financing activities
NET INCREASE (DECREASE) IN CASH AND CASH
EQUIVALENTS

CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR

Report of Independent Auditors

December 27, December 28, December 29,
2003 2002 2001
$ 774 $ (7,454) $ (27,905)
4,612 6,459 6,818
(207) (713) 7,431
- - 11
430 96 127
126 1 111
(2,641) 3,430 5,743
(2,064) 76 1,828
113 377) (1,830)
3,254 (6,651) (6,076)
964 7,196 4,873
5,361 2,063 (8,869)
- (817) 1,465
5,361 1,246 (7,404)
(4,308) (850) (1,934)
738 61 -
30 39 541
(3,540) (750) (1,393)
- 12,768 (103)
(3,540) 12,018 (1,496)
552 (3,439) (5,063)
14,440 - 12,400
(16,446) (10,518) (1,835)
30 29 97
(331) (305) (941)
(1,755) (14,233) 4,658
66 (969) (4,242)
41 1,010 5,252
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Fiscal year ended

CASH AND CASH EQUIVALENTS, END OF YEAR $ 107 $ 41

$

1,010

See notes to consolidated financial statements.
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CLARION TECHNOLOGIES, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Description of Business

Clarion Technologies, Inc. and subsidiaries (collectively, the Company or Clarion ) produce plastic injection molded parts for customers in the
automotive and consumer goods industries throughout North America.

As decisions about the use of Company assets are made by reviewing the Company s operations as a whole, and not by the various industry lines
that our customers comprise, the Company is deemed to be one reportable segment that is engaged in the manufacture of plastic injection
molded parts.

Principles of Consolidation

The consolidated financial statements include the accounts of the Company and its wholly owned subsidiaries. Upon consolidation, all
significant intercompany accounts and transactions have been eliminated.

Fiscal Year
The Company s fiscal year ends on the Saturday nearest the end of December. All years presented herein are 52-week periods.
Use of Estimates

The preparation of these financial statements in conformity with accounting principles generally accepted in the United States requires
management to make estimates and assumptions that affect the amounts reported in the consolidated financial statements. Actual results could
differ from those estimates and assumptions.

Cash and Cash Equivalents
The Company considers all highly liquid instruments with a maturity of three months or less when purchased to be cash equivalents.

The Company has classified checks disbursed but not yet presented for payment as accounts payable. The amounts at December 27, 2003 and
December 28, 2002, were $1,032,000 and $472,000, respectively.

Accounts Receivable

Accounts receivable are customer obligations generally due under normal trade terms. The allowance for credit losses is determined by
reviewing known customer exposures and applying historical credit loss experience to the current receivable accounts with consideration given
to the current condition of the economy, assessment of the financial position of the customer, and overall trends in receivables aged beyond their
contractual terms. After all attempts to collect a receivable have failed, the receivable is written off against the allowance. Management monitors
credit exposure regularly and assesses the adequacy of the allowance for credit losses quarterly.
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Inventories

Inventories are stated at the lower of cost or market. Cost is determined using the first-in, first-out (FIFO) method. The Company estimates
inventory allowances for slow-moving and obsolete inventories based on current assessments of future demands, market conditions and related
management initiatives. The components of inventories are as follows (in thousands):

December 27, December 28,
2003 2002
Raw materials $ 2,098 $ 1,151
Work in process 708 157
Finished goods 1,747 1,197
Total $ 4,553 $ 2,505

Property, Plant and Equipment

Property, plant and equipment are stated at cost. Expenditures for significant renewals and improvements are capitalized. Repairs and
maintenance costs are charged to expense as incurred. Depreciation expense, including amounts attributable to assets under capital leases, is
recognized over the estimated useful lives of the related assets using the straight-line method. Estimated useful lives range from five to 40 years
for buildings and improvements, three to ten years for machinery and equipment, and three to ten years for furniture, office equipment and
software. Depreciation expense was $3,146,000, $3,451,000, and $3,934,000 in fiscal 2003, 2002 and 2001, respectively. The estimated cost to
complete construction in process at December 27, 2003 is $338,000.

Goodwill

Goodwill represents the excess of cost over the estimated fair value of assets acquired. In fiscal 2002, the Company adopted Statement of
Financial Accounting Standards (SFAS) No. 142, Goodwill and Other Intangible Assets (SFAS 142), which requires that companies no longer
amortize goodwill, but instead annually test goodwill for impairment. There were no goodwill impairment charges in fiscal 2003 and 2002
resulting from these annual impairment tests, which were performed with the assistance of an independent valuations firm during the fourth
quarter of each fiscal year. The following illustrates the impact the adoption of SFAS 142 had on operations:
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Fiscal year ended

2003 2002 2001

Net loss from continuing operations
attributable to common shareholders:
As reported $ (7,466) $ (12,319) $ (31,731)

Goodwill amortization 645
Adjusted net loss from continuing
operations attributable to common
shareholders $ (7,466) $ (12,319) $ (31,086)
Net loss per share (basic and diluted)
from continuing operations
attributable to common shareholders:
As reported $ 0.17) % (0.28) $ (1.34)
Goodwill amortization - - 0.03
Adjusted net loss per share from
continuing operations attributable
to common shareholders $ 0.17) % (0.28) $ (1.31)
Net loss attributable to common
shareholders:
As reported $ (7,466) $ (12,110) $ (38,969)
Goodwill amortization - - 713
Adjusted net loss $ (7,466) $ (12,110) $ (38,256)
Net loss per share (basic and diluted)
attributable to common shareholders:
As reported $ 0.17) % (0.28) $ (1.65)
Goodwill amortization - - 0.03
Adjusted net loss per share $ 0.17)  $ (0.28) $ (1.62)

Impairment of Long-Lived Assets

When events indicate potential impairment, the Company reviews the recoverability of its long-lived assets by determining whether net carrying
values can be recovered through undiscounted future operating cash flows over the remaining lives of the assets. If the sum of the expected
future cash flows is less than the net carrying value of the assets, an impairment loss is recognized for the excess of the net carrying value over
estimated fair value.

The Company adopted SFAS No. 144, Accounting for the Impairment or Disposal of Long-Lived Assets (SFAS 144) effective December 30,
2001. SFAS 144 addresses financial accounting and reporting for the impairment of long-lived assets and for long-lived assets to be disposed of.
The adoption of SFAS 144 had no significant impact on the Company s financial results, except that it permitted the Company to report the sale
of its former Montpelier facility as discontinued operations (see Note 10). In September 2002, management determined that certain assets at the
closed Greenville facility (see Note 9) that had been classified as held for sale no longer met the criteria outlined in SFAS 144. As a result,
property, plant, and equipment balances have been adjusted to reflect this assessment and are being depreciated accordingly.

Deferred Program Costs

Deferred program costs represent expenses incurred in connection with various long-term customer supply contracts to ready related tooling and
equipment for production. These costs are recouped through the price charged for the products and are recognized over the production period. If
customers reduce future production requirements, these deferred program costs would be amortized over fewer units or perhaps written off
entirely if the related program was cancelled.
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Deferred Financing Costs

Deferred financing costs are being amortized over the term of the related debt using the straight-line method, which approximates the effective
interest method.

Self-Insurance

The Company is self-insured for losses relating to certain employee medical benefits and short-term disability claims. The Company has
purchased stop-loss coverage in order to limit its exposure to any significant levels of claims. Self-insured losses are accrued based upon the
Company s estimate of the aggregate liability for uninsured claims incurred using its historical experience.

Revenue Recognition

Revenue is recognized based on the terms of the customer purchase order that indicates when title to the product and risk of ownership passes to
the customer. Tooling revenue is recognized when the tool has been completed or certified in accordance with purchase order specifications and
has been tendered for delivery to the customer.

Shipping and Handling Costs

Costs incurred related to the shipping and handling of products are included in costs of sales. Revenues received for shipping and handling costs
charged to customers are included in net sales.

Income Taxes

For financial statement and income tax purposes, deferred income tax assets and liabilities are recognized for the future tax consequences
attributable to temporary differences between the financial statement carrying amounts of existing assets and liabilities and their respective tax
bases, and are measured using enacted tax rates expected to apply to taxable income in the years in which the temporary differences are expected
to reverse. Deferred income tax expense is measured by the net change in deferred income tax assets and liabilities during the year. To the extent
that available evidence about the future raises doubt about the realization of a deferred income tax asset, a valuation allowance is established.

Earnings (Loss) Per Share

Basic earnings (loss) per share ( EPS ) is computed by dividing net income or loss attributable to common shareholders by the weighted-average
number of common shares outstanding in each year. Diluted EPS assumes the exercise of all potentially dilutive stock options and warrants.
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The following table reconciles the numerator and denominator used in the calculation of basic and diluted EPS:

Fiscal year ended

2003 2002 2001

Numerator (in thousands):

Income (loss) from continuing operations $ 774 $ (7,454) % (27,905)

Preferred stock dividends declared (7,408) (2,852) (2,483)

Accretion of preferred stock to mandatory redemption value (832) (2,013) (1,343)

Net loss from continuing operations attributable to

common shareholders $ (7,466) $ (12,319) $ (31,731)

Numerator (in thousands):

Net income (loss) $ 774 $ (7,245) % (35,143)

Preferred stock dividends declared (7,408) (2,852) (2,483)

Accretion of preferred stock to mandatory redemption value (832) (2,013) (1,343)

Net loss attributable to common shareholders $ (7,466) $ (12,110)  $ (38,969)
Denominator:

Weighted-average shares outstanding for basic and diluted EPS 44,635,386 42,667,050 23,667,418

The denominator for computation of diluted EPS is the same as basic EPS for all years presented because the assumed exercise of all common
stock equivalents is antidilutive as a result of the net loss attributable to common shareholders incurred during each year. Potentially dilutive
securities outstanding during each period were as follows:

Fiscal year ended

2003 2002 2001
Potentially dilutive shares:
Stock options 1,604,875 2,532,525 3,562,150
Warrants 100,000 975,000 21,275,000
Convertible preferred shares:
Series A 22,040,000 21,582,758 -
Series B 11,135,928 11,135,928 9,751,250
Total potentially dilutive shares 34,880,803 36,226,211 34,588,400

Financial Instruments and Concentration of Credit Risk

The Company s estimate of the fair value of cash and cash equivalents, accounts receivable and accounts payable approximates their carrying
amounts at December 27, 2003 and December 28, 2002. It is not practical to estimate the fair value of debt because a quoted market price does
not exist and it would be difficult to estimate fair value without incurring excessive costs.

The Company sells its products through production programs with various significant customers. Sales to Electrolux in fiscal 2003, 2002, and
2001 amounted to 67.2%, 49.2%, and 40.3% of net sales, respectively. Sales to Plastech were 15.8% and 21.7% of net sales in fiscal 2003 and
2002, respectively, and sales to Johnson Controls, Inc. were 17.6% of net sales in fiscal 2001. The Company s four largest customers, including
Electrolux Home Products, Inc., Plastech Extended Enterprises, Inc. (the exclusive supplier to Johnson Controls, Inc.), Intier Automotive
Interiors/Dakkota Integrated Systems, LLC, and Lear Corporation, represented 84.2% and 84.0% at December 27, 2003 and December 28, 2002,
respectively, of total accounts receivable. The Company routinely assesses the financial strength of its customers in order to manage its
concentration of credit risk and generally does not require collateral or other security on accounts receivable.
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Interest Rate Swap Agreement

The Company is exposed to various market risks, which include changes in interest rates. In accordance with the terms of the Senior Loan
Agreement discussed in Note 2, the Company entered into an interest rate swap agreement in 2003 to reduce the impact of changes in interest
rates on its variable rate long-term borrowings. Interest rate swap agreements are contracts to exchange floating rates for fixed rate interest
payments over the life of the agreements without the exchange of the underlying notional amounts. The notional amounts of interest rate swap
agreements are used to measure interest to be paid or received and do not represent the amount of exposure to credit loss. The differential paid or
received on interest rate swap agreements is recognized as an adjustment to interest expense. The Company does not use derivative financial
instruments for trading purposes.

The interest rate swap agreement essentially fixes the interest rate on an initial notional amount of principal of $10,000,000, which decreases
with each monthly settlement at a rate corresponding to the Company s actual principal payments on the term debt (a notional amount of
$9,412,000 at December 27, 2003). The interest rate swap agreement expires in 2007 and management currently has no intent to renew the
agreement or enter into similar agreements in the near future. The fair value of the swap agreement at December 27, 2003 was $(16,000) and is
recorded as other long-term liability on the balance sheet. Changes in the fair value of the swap agreement are reported as a component of other
comprehensive income.

The counterparty to the Company s interest rate swap agreement is a commercial bank with which the Company has other financial relationships.
While the Company is exposed to credit loss in the event of nonperformance by the counterparty, the Company does not anticipate
nonperformance by the counterparty, and no material loss would be expected from such nonperformance. Fluctuations in interest rates are
similarly not expected to have a material impact on the Company s future operating results.

The Company has formally documented the relationship between the interest rate swap and the variable rate long-term borrowings, as well as its
risk-management objective and strategy for undertaking the hedge transaction. This process includes linking the derivative that has been
designated as a cash flow hedge to the specific liability on the balance sheet. The Company also assesses, on an ongoing basis, whether the
derivative used in the hedging transaction is highly effective in offsetting changes in the cash flows of the hedged item. If the Company
determines that the derivative has ceased to be a highly effective hedge, the Company will discontinue hedge accounting prospectively.

Stock-Based Compensation

The Company accounts for stock-based employee and non-employee Director compensation using the intrinsic value method under APB
Opinion No. 25, Accounting for Stock Issued to Employees, and interpretations. Accordingly, no compensation expense is recorded if the current
market price of the underlying stock does not exceed the exercise price at the date of grant.

The following table illustrates the effect on net loss and net loss per share attributable to common shareholders as if the Company had applied
the fair value recognition provisions of SFAS No. 123, Accounting for Stock-Based Compensation (SFAS 123), to stock-based employee

compensation and non-employee Director compensation.
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Fiscal year ended

2003 2002 2001
Net loss attributable to common shareholders $ (7,466) $ (12,1100  $ (38,969)
Deduct: Total stock-based employee compensation
expense determined under the fair value based
method for all awards (399) (526) (782)
Pro forma net loss attributable to common
shareholders $ (7,865) $ (12,637) $ (39,751)
Earnings per share:
Basic and diluted, as reported $ 0.17) % 0.28) $ (1.65)
Basic and diluted, pro forma $ 0.18) $ 029 $ (1.68)

For purposes of the SFAS 123 pro forma disclosures, the fair value of each option grant was estimated on the date of grant using the
Black-Scholes model with the following assumptions:

Fiscal year ended

2003 2002 2001
Dividend yield 0.0% 0.0% 0.0%
Volatility, as a percent 69% to 124% 93% to 132% 60% to 82%
Risk-free interest rate 4.5% to 5.3% 4.8% to 6.0% 4.8% to 4.9%
Expected life in years after vest 4t09 4t09 4

Forfeitures are accounted for as they occur.
Comprehensive Income

The Company s total comprehensive income is comprised of all changes in shareholders deficit during the period other than from transactions
with shareholders. Other comprehensive losses in Fiscal 2003 relate solely to changes in the fair value of the Company s interest rate swap
agreement.

New Accounting Standards

SFAS No. 150, Accounting for Certain Financial Instruments with Characteristics of both Liabilities and Equity (SFAS 150), requires certain
financial instruments that were previously classified as equity to now be classified as liabilities. Beginning June 29, 2003, the Company has
classified its mandatorily redeemable common stock in the amount of $2,550,000 as a liability in accordance with SFAS 150. The holders of the

Company s redeemable Series A and Series B preferred stock can convert these shares into common stock at any time. Consequently, in
accordance with SFAS 150, such preferred shares are not considered mandatorily redeemable and do not need to be classified as a liability.

Reclassifications
Certain amounts previously reported in prior fiscal years have been reclassified to conform with the current year s presentation.
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2. LONG-TERM DEBT

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

December 27, December 28,
2003 2002
Senior credit facility:
Revolving credit facility $ 7,051 $ 6,498
Term debt 12,133 13,383
Capital expenditure line of credit 1,442
Senior and other subordinated term notes, net of
unaccreted discount of $871 and $1,120 in 2003
and 2002, respectively 9,129 8,880
Other subordinated promissory notes 6,490 8,337
Capital lease obligations 405 592
36,650 37,690
Less current portion 11,343 11,162
$ 25,307 $ 26,528

The Company refinanced its senior debt on April 14, 2003 and will increase the limits on its revolving credit facility on March 12, 2004. The
revolving credit facility matures on April 14, 2004, and allows for aggregate borrowings of $9,000,000 at the prime rate plus 0.50% (4.0% at
December 27, 2003) or, at the Company s option, 1, 2, 3 or 6-month LIBOR plus 3.25%, subject to certain borrowing base limitations related to
accounts receivable and inventory. At December 27, 2003, there were $500,093 of available borrowings under this revolving credit facility. In
addition, an unused facility fee of 0.375% per annum is payable on the unused portion of the credit line. The term debt matures on April 14,

2007 and bears interest at the prime rate plus 0.75% or, at the Company s option, 1, 2, 3 or 6-month LIBOR plus 3.5% plus an applicable margin.
The interest rate on the term date at December 27, 2003 was 4.66%. The term facility permits draws to be made on a capital expenditure line of
credit in the maximum amount of $1,500,000 that converts to a three year term loan on April 14, 2004. The interest rate on the capital
expenditure line of credit at December 27, 2003 was 4.75%.

Prior to a restructuring that occurred on December 27, 2002, the Company had senior and other subordinated term notes (senior subordinated
debt) outstanding of $36,400,000, with accrued interest of $11,369,824. The principal and accrued interest were bearing interest of 12% and
15%. The senior subordinated debt was owed to William Blair Mezzanine Capital Fund III, Craig Wierda, a Company director, William
Beckman, the Company s President and Tom Wallace, the Company s Chief Operating Officer.

On December 27, 2002, the senior subordinated debt and related accrued interest were restructured and replaced with 37,770 shares of Series A
Preferred Stock of the Company and new senior subordinated debt of $10,000,000. See Note 6 for a description of the Series A Preferred Stock.
The restructured senior subordinated debt is due June 30, 2007, and is currently accruing interest at 15% because the interest payments are
precluded under the terms of the Senior Loan Agreement. On June 30, 2004, the interest rate is scheduled to revert to 12%, at which time the
Company is required to begin remitting quarterly interest payments to the holders of the notes. However, these payments will be subject to the
contractual limitations imposed by the Company s senior lender.
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The following table provides details regarding the restructured debt, the holders thereof, and the shares of Series A Preferred Stock received in
the restructuring:

Senior Subordinated Debt

Amount of
Outstanding Principal and Shares of Series
Principal Accrued Interest Interest To Be Total Debt A Preferred
Holder (as of 12/26/02) (as of 12/26/02) Exchanged Remaining Received

William Blair Mezzanine Capital Fund III $ 33,000,000 $ 10,699,222 $ 34,551,350 $ 9,147,872 34,552
Craig Wierda 2,900,000 558,590 2,734,579 724,011 2,734
William Beckman 200,000 39,385 189,273 50,112 189
Tom Wallace 300,000 72,627 294,622 78,005 295
TOTAL $ 36,400,000 $ 11,369,824 $ 37,769,824 $ 10,000,000 37,770

The restructuring was accounted for in accordance with SFAS No. 15, Accounting by Debtors and Creditors for Troubled Debt Restructuring
and EITF 02-04, Determining Whether a Debtor s Modification or Exchange of Debt Instruments is Within the Scope of FASB No. 15.
Accordingly, the remaining related unamortized deferred debt issue costs and debt discount remained recorded and no gain or loss was recorded.
The net book value of the restructured debt and accrued interest was allocated to the Series A Preferred Stock and the new senior subordinated
debt. The Company will accrete the amount allocated to the Series A Preferred Stock of $34,453,000 to its mandatory redemption price of
$37,770,000 using the effective interest method. The amount allocated to the new Senior Subordinated Debt of $8,880,000 will be accreted to its
face value of $10,000,000 using the effective interest method.

The senior subordinated debt was originally issued in conjunction with the issuance of warrants to purchase 23,800,000 shares of the Company s
common stock for $0.0001 per share. On their respective issuance dates, these warrants had an aggregate value of $6,400,000. The warrant value
was accounted for as a reduction of the principal amount of the senior subordinated debt and is being accreted over the term of the agreements.
All of the warrants have been exercised.

Other subordinated promissory notes at December 27, 2003 consisted principally of: (i) an unsecured note in the original principal amount of
$1,000,000 issued in connection with the acquisition of Drake Products Corporation that requires periodic payments of interest only at 12% and
matures on August 1, 2007 and (ii) a secured note of $2,600,000 due to Electrolux, payable monthly with interest at 8% and maturing on
September 30, 2005.

In 2003, the Company and the former owners of Drake (now known as A&M Holdings, Inc.) entered into a settlement that is described in more
detail in Note 8. In conjunction with this settlement, William Blair and Craig Wierda purchased Company notes payable to A&M Holdings, Inc.
in the principal amount of $2,067,500 along with related accrued interest of $670,000. The purchased notes and related accrued interest were
replaced with two new subordinated promissory notes (Settlement Notes), each in the principal amount of $1,379,000. These Settlement Notes
bear interest at 18% and are due February 1, 2005. In September 2003, Blair and Wierda transferred $136,000 in principal amount of these notes
to Thomas Wallace, an officer of the Company. The settlement also included a provision requiring the Company to issue a total of 800 shares of
Series A Preferred Stock to the holders of the Settlement Notes because they were not paid in full by September 2, 2003; accordingly, the
Company issued these preferred shares pro rata and recognized expense of $368,000.

As part of the settlement noted above, the Company was required to take title to equipment and assume a $700,000 liability (the Equipment
Note) due on the related equipment. This Equipment Note was due February 16, 2004, but the Company agreed to pay it in full no later than
January 1, 2004. Interest on the note in the amount of $35,000 was prepaid in January 2003, and the Equipment Note was paid in full in
December 2003.

As of December 27, 2003, the Senior Loan Agreement required the subordinated debt holders and preferred shareholders to forego interest and
dividend payments, respectively, through April 30, 2004, unless approved by the Company s senior lender. Interest and dividends, therefore,
have been accrued through December 27, 2003. The Senior Loan Agreement and Senior Subordinated Loan Agreement also prohibit the
payment of dividends on common stock.
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Principal maturities of long-term debt and capital lease obligations are as follows: fiscal 2004  $11,343,000; fiscal 2005  $5,381,000; fiscal 2006
$1,431,000; fiscal 2007  $19,366,000.

Interest paid on debt was $1,466,000, $2,295,000, and $3,581,000 in fiscal 2003, 2002, and 2001, respectively.

The Company s Senior Loan Agreement and Senior Subordinated Loan Agreement contain numerous restrictive covenants, including covenants
related to targets for earnings before interest, taxes, depreciation, and amortization (EBITDA), fixed charge coverage ratios, total liabilities to
tangible capital fund ratios, working capital levels, as well as limits on capital expenditures. At December 27, 2003, the Company was in
technical default with respect to certain of these covenants and therefore has obtained a waiver for these obligations totaling $33,226,000. The
Company expects to be in compliance going forward. The defaults under the senior Subordinated Loan Agreement also triggered technical
defaults under the terms of our Series A Preferred Stock, described below. Those defaults have also been waived, and we expect to be in
compliance going forward.

3. LEASES

The Company leases certain office and production facilities and equipment under lease agreements through 2015. Total assets recorded related
to capital lease agreements are as follows (in thousands):

December 27, December 28,
2003 2002
Equipment $ 921 $ 1,005
Less accumulated depreciation (339) (248)
$ 582 $ 757

The following is a schedule of future minimum rental payments required under capital and operating leases that have initial or remaining
noncancellable lease terms in excess of one year as of December 27, 2003 (in thousands):

Capital Operating
Fiscal year ended
2004 $ 179 $ 1,091
2005 141 685
2006 137 562
2007 - 504
2008 - 391
2009 and thereafter - 2,370
Total minimum lease payments 457 $ 5,603
Less amounts representing interest (52)
Present value of minimum lease payments $ 405

Rent expense for all operating leases was $1,363,000, $1,332,000, and $1,830,000 in fiscal 2003, 2002, and 2001, respectively.
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4. INCOME TAXES
The following table reconciles the U.S. federal statutory rate to the Company s effective income tax rate:

Fiscal year ended

2003 2002 2001
Statutory rate 34.0% (34.0)% (34.0)%
Change in net deferred income tax assets, including
effect of change in valuation allowance (34.0) 34.0 354
Other - - (1.4)
Effective income tax rate -% -% -%

The primary components of the Company s deferred income tax assets and liabilities are as follows (in thousands):

December 27, December 28,
2003 2002

Deferred income tax assets:

Net operating losses $ 18,968 $ 23,544

Accounts receivable and inventory valuation allowances 109 189

Employee benefits 220 197

Other accrued liabilities and asset impairment charges 1,238 1,345
Total deferred income tax assets 20,535 25,275
Less valuation allowance 15,981 22,696
Net deferred income tax assets 4,554 2,579
Deferred income tax liabilities:

Accumulated depreciation (1,757) (1,873)

Goodwill 2,797) (706)
Total deferred income tax liabilities (4,554) 2,579)
Net deferred income taxes $ - $ -

A valuation allowance has been established against net deferred income tax assets due to the uncertainty that such income tax benefits will be
realized and to reflect the limitation of the Company s Net Operating Loss ( NOL ) due to its change in ownership. Realization of these benefits
will not occur until such time as the Company sustains profitable operations and generates taxable income.

At December 27, 2003, the Company had approximately $55,800,000 of NOL carryforwards for federal income tax reporting purposes. Of this
amount, approximately $53,000,000 is attributable to losses that were incurred prior to a change in ownership as defined by Internal Revenue
Code rules and, accordingly, the NOL carryforward is limited to this amount. The amount that can be utilized each year is fixed; however,
annual limitation amounts not previously utilized carry over to subsequent years and can be utilized to the extent of the total unexpired NOL
carryforward amount. The maximum amount that can be utilized in fiscal 2003 is limited to approximately $987,000. The $53,000,000 of
pre-change of control net operating loss carryforwards expire as follows, if not previously utilized: $100,000 in 2019, $12,700,000 in 2020,
$28,000,000 in 2021 and $12,200,000 in 2022. The remaining net operating loss carryforwards of $2,800,000 expire in 2023, if not previously
utilized.

5. EMPLOYEE BENEFIT AND STOCK PLANS

The Company maintains a 401(k) retirement savings plan for the benefit of substantially all full-time employees. Participant contributions are
matched by the Company as defined in the plan. The Company s matching contributions to the plan were $47,000, $18,000 and $336,000 in
fiscal 2003, 2002, and 2001, respectively.
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In June 2000, the Company s shareholders approved a noncompensatory stock purchase plan whereby 400,000 shares of common stock has been
reserved for purchase by eligible employees through a payroll deduction program. The purchase price of the stock is 85% of the average closing
price of the last 30 trading days of the respective quarter. The stock purchase plan expires on June 30, 2010, and may be amended by the Board
of Directors at any time. At December 27, 2003, 224,878 shares have been purchased under the plan.

The Company also has two stock option plans that were approved by the shareholders. A total of 2,750,000 shares of Clarion common stock
have been approved for issuance under the plans. The plans permit options to be granted to officers, directors and other key employees. Options
granted may either be incentive stock options or nonqualified stock options. Incentive stock options awarded under the plans may not be granted
at a price less than the fair market value on the date of grant. Nonqualified options awarded under the plans may not be granted at a price less
than 85% of the fair market value on the date of grant. Conditions of vesting are determined at the time of grant. The maximum option term may
not exceed ten years from the date of grant.

In addition to the two stock option plans discussed above, the Company issues nonqualified stock options from time to time that fall outside of
these approved plans. The Board of Directors determines the terms of the options at the time of issuance. As of December 27, 2003, a total of
700,000 options were outstanding relating to these separate issuances.

The following table summarizes all stock option activity pertaining to the Company s common stock:

Weighted Average
Shares Exercise Price
Outstanding at December 30, 2000 3,562,150 $ 3.32
Granted 728,500 2.44
Expired or canceled (728,500) 4.18
Outstanding at December 29, 2001 3,562,150 $ 2.96
Granted 358,500 0.69
Expired or canceled (1,388,125) 2.45
Outstanding at December 28, 2002 2,532,525 $ 2.92
Granted 196,000 0.45
Exercised (6,000) 0.26
Expired or canceled (1,117,650) 3.11
Outstanding at December 27, 2003 1,604,875 $ 2.49

Shares available for future grants were 1,845,125 at December 27, 2003 and 1,477,475 at December 28, 2002, under the Company s two
shareholder approved stock option plans.

The weighted-average grant date fair value for stock options granted was $0.45, $0.31 and $1.11 in fiscal 2003, 2002, and 2001, respectively.
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The following table summarizes information about outstanding and exercisable options at December 27, 2003:

Options Outstanding Options Exercisable
Weighted

Average Weighted

Remaining Weighted Average

Contractual Average Exercise

Range of Exercise Prices Shares Life in Years Exercise Prices Shares Prices

$0.15 - $2.75 1,132,000 37 % 1.15 956,000 $ 1.27
3.00-3.75 110,000 2.7 3.05 110,000 3.05
4.00 - 6.88 287,875 1.7 5.35 247,875 5.51
9.00 - 12.00 75,000 1.8 11.00 75,000 11.00
1,604,875 3.2 2.49 1,388,875 2.69

The number of options exercisable was 1,854,025 at December 28, 2002, and 2,199,075 at December 29, 2001, with weighted average exercise
prices of $3.20 and $3.19, respectively.

The Company accounts for its stock options in accordance with APB 25 and related interpretations. Accordingly, no compensation expense is
recorded if the current market price of the underlying stock does not exceed the exercise price at the date of grant. See Note 1 for a pro forma
disclosure of the impact stock options would have had on operations had the Company applied the fair value accounting provisions of SFAS
123.

Each calendar year the Company s directors are granted options for the purchase of 12,000 shares of common stock. The options are granted
quarterly in the amount of 3,000 shares each. The option exercise price is required to equal the market value of our common stock on the date of
grant. Each option is exercisable for ten years following the date of grant and vests the year after the date of grant. In addition, the Company
reimburses directors for out-of-pocket expenses incurred to attend board of directors and committee meetings. Total options granted to directors
in fiscal 2003 and 2002 were 76,000 and 58,500, respectively.

6. SHAREHOLDERS EQUITY

During 1999, the Company authorized 3,000,000 shares of preferred stock of which 2,500,000 shares are designated as convertible preferred
stock with a par value of $0.001 per share. The Company has issued 1,950,250 of the 2,500,000 designated shares. On December 27, 2002, with
the approval of the holders of the preferred stock given on December 16, 2002, this series of preferred stock was named Series B Convertible
Preferred Stock.

Since its initial issuance, the holders of the Series B Preferred Stock have approved various amendments to its terms, including changes to the
dividend rate and conversion ratio. The table set forth below indicates the time periods in which certain dividend rates and conversion ratios
were in effect.

Conversion Ratio
(shares of common stock/shares of

Period Dividend Rate preferred stock)
February 14, 2000 until 14% 2 for 1
April 15,2001
April 16, 2001 until 12% 3.33 for 1
March 31, 2002
April 1, 2002 until 12% 5.00 for 1
December 26, 2002
December 27, 2002 until 10% 5.71 for 1
present
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Dividends are payable in either cash or Clarion common stock, at the option of the Company. However, the Senior Loan Agreement requires the
preferred stockholders to forego any dividend payments of any kind. Conversion occurs at the option of the holder. The Company may at any
time redeem all or any portion of the Series B Preferred Stock for $10.00 per share plus all accrued and unpaid dividends thereon. The Series B
Preferred Stock has a mandatory redemption date of June 20, 2008 for 50% of the shares, and June 30, 2009 for the remaining 50%, subject to
any existing contractual agreements that may prohibit such redemption. Holders of the convertible preferred stock have voting rights and
preference over common stockholders in dividends and liquidation rights. The Series B Preferred Stock currently has a liquidation value of
$10.00 per share.

On December 16, 2002, the holders of the Series B Preferred Stock approved the issuance of a second, senior series of preferred stock which is
named Series A Convertible Preferred Stock. On December 27, 2002, and September 2, 2003, the Company issued 37,770 and 800 shares,
respectively, of Series A Preferred Stock with a par value of $0.001 per share in conjunction with the debt restructuring discussed in Note 2. The
dividend rate is 12%, with a default rate of 15%, payable quarterly, in cash only, commencing June 30, 2004, subject to existing restrictions
under the Senior Loan Agreement. The Series A Preferred Stock may be converted into common stock at any time at a conversion rate of 571
common shares for each share of preferred stock. The stock is subject to mandatory redemption in full at June 30, 2007, or earlier in the event of
certain circumstances, including defaults. The redemption value is $1,000 per share. Holders of the Series A Preferred Stock have voting rights
and preference over common stockholders and holders of Series B Preferred Stock in dividends and liquidation rights.

Dividends on the Series A Preferred Stock and the Series B Preferred Stock are accrued on both the preferred stock and on outstanding
dividends quarterly.

The Company s shareholders approved a change in the par value of the Company s common stock from $0.01 to $0.001 per share in fiscal 1999,
and also increased the number of authorized common shares from 20,000,000 to 40,000,000. Authorized shares were increased to 60,000,000 in
fiscal 2001 and to 100,000,000 in fiscal 2002.

In 1999, the Company issued 850,000 shares of Clarion common stock in connection with the acquisition of Double J. Of the 850,000 Clarion
shares issued in the acquisition, 425,000 shares ( Put Shares ) are subject to the terms of stock put agreements ( Put Agreements ) that require the
Company to purchase some or all of the Put Shares from the holders at a price of $6.00 per share. The maximum potential repurchase obligation
of the Company is $2,550,000. As a result of an amendment to the Put Agreements signed in November 2003, the put options expire on
November 15, 2004, and are exercisable between October 1, 2004, and November 14, 2004. The Company agreed to pay the holders of the put
options $284,000 in consideration for the extended put period for the Put Agreement amendment. The Put Shares are classified as a current
liability in the consolidated balance sheets on the line item entitled Mandatorily Redeemable Common Stock. Concurrent with the issuance of
these stock put options, the Company entered into a stock put agreement with a member of the Board of Directors which requires that Director to
purchase a number of shares of Clarion common stock equal to the product of (i) the aggregate purchase price paid by Clarion for the Put Shares,
divided by the lesser of (ii) the closing price of the common stock on the date Clarion receives notice of its obligation to perform under the Put
Agreements, or (iii) $6.00. The Company s put option expires on November 25, 2004, and is exercisable between October 1, 2004, and
November 14, 2004. In exchange for that put agreement, the Director received warrants to purchase 200,000 shares of Clarion common stock at
an exercise price of $5.00 per share. The warrants expired on September 30, 2002.

7. LITIGATION AND CONTINGENCIES

In December 2002, the Company reached a settlement agreement in a suit in which it was a defendant which was filed by the former owners of
Drake Products Corporation (now known as A&M Holdings, Inc.), the assets of which the Company acquired in February of fiscal 2000. To
effect the settlement, affiliates of the Company, William Blair and Craig Wierda purchased Company notes payable to A&M Holdings, Inc. in
the principal amount of $2,067,500 along with related accrued interest of $670,000. The purchased notes and related accrued interest were
replaced with two new subordinated promissory notes (Settlement Notes), each in the principal amount of $1,379,000. These Settlement Notes
bear interest at 18% and are due February 1, 2005. In September 2003, Blair and Wierda transferred $136,000 in principal amount of these notes
to Thomas Wallace, an officer of the Company. The settlement also included a provision requiring the Company to issue a total of 800 shares of
Series A Convertible Preferred Stock to the holders of the Settlement Notes because they were not paid in full by September 2, 2003;
accordingly, the Company issued these preferred shares pro rata and recognized expense of $368,000. As part of the settlement, the Company
was required to take title to equipment and assume a $700,000 liability (the Equipment Note) due on the related equipment. Interest on the note
in the amount of $35,000 was prepaid in January 2003, and the Equipment Note was paid in full in December 2003.
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In addition to the above matter, the Company is a party to certain other litigation involving claims alleging damages under various contractual
arrangements. After taking into consideration legal counsel s evaluation of these claims and actions, the Company is currently of the opinion that
their outcome will not have a significant effect on the Company s consolidated financial position or future results of operations.

8. RELATED PARTY TRANSACTIONS

In conjunction with the settlement of the A&M lawsuit described in Note 7 above, in January 2003, William Blair and Craig Wierda purchased
Company notes payable to Drake Products Corporation (now known as A&M Holdings, Inc.) in the principal amount of $2,067,500 along with
related accrued interest of $670,000. The purchased notes and related accrued interest were replaced with two new subordinated promissory
notes (Settlement Notes), each in the principal amount of $1,379,000. These Settlement Notes bear interest at 18% and are due February 1, 2005.
In September 2003, Blair and Wierda transferred $136,000 in principal amount of these notes to Thomas Wallace, an officer of the Company.
The settlement also included a provision requiring the Company to issue a total of 800 shares of Series A Convertible Preferred Stock to the
holders of the Settlement Notes because they were not paid in full by September 2, 2003; accordingly, the Company issued these preferred
shares pro rata and recognized expense of $368,000.

In April 2001, a Director of the Company personally guaranteed $1,000,000 of term debt issued under the Amended Senior Credit Agreement. A
warrant to purchase up to 1,000,000 shares of common stock at a price of $.0001 was issued to the Director in consideration for this guarantee.
The fair value of the warrant ($50,000) was expensed over the initial guarantee period of April 2001 to April 2002. As the related debt was not
paid by April 2002, the guarantee was extended until April 2003, and related fees of $13,000 were capitalized and was expensed through April
2003.

In fiscal 2001, a Director and two officers of the Company provided $3,400,000 of capital to the Company in the form of subordinated debt. In
addition to interest as provided under the agreements, the providers of this capital received warrants to purchase 13,000,000 shares of Clarion
common stock for $.0001 per share. The fair value of the warrants ($849,000) is being expensed over the term of the related debt. In conjunction
with the debt restructuring described in Note 2, in December 2002, $2,548,000 of this debt and the related accrued interest of $670,000 were
converted into 3,218 shares of Series A Preferred Stock.

9. RESTRUCTURING AND IMPAIRMENT CHARGES (CREDITS)

Throughout fiscal 2001 and 2002, the U.S. economy experienced a slowdown in manufacturing activity. In particular, several of the industries
served by the Company, such as the domestic automotive and heavy truck markets, endured dramatic reductions in orders. In response to these
conditions, management took aggressive actions to consolidate existing operations, cut overhead costs and reduce excess capacity. These actions
have resulted in the need to write down the value of certain assets and to recognize various costs anticipated to execute these actions.

On March 16, 2001, the Company announced the closing of our Cedar Street facility in Greenville, Michigan. The plant closing resulted in the
transfer of employees and related production to our other facilities located in Western Michigan. Management accrued a pre-tax charge of
$2,000,000 related to the closing to cover various exit costs ($485,000) and anticipated non-cash losses on the sale of the property, plant, and
certain equipment ($1,515,000) during fiscal 2001. At the end of July 2001, the closing activities were substantially completed. In June 2002, the
Company recorded a reversal adjustment of $24,000 related to the sale of certain equipment at this facility which had been previously reserved.
In September 2002 and November 2002, the Company recorded reversal adjustments of $318,000 and $133,000, respectively, related to
equipment being transferred and used in the operations of other facilities which had been previously reserved. In December 2002, an impairment
charge of $190,000 was recorded as additional equipment not previously reserved was deemed impaired. In March 2003, management
determined that our Cedar Street facility will not be sold and was returned to active use to provide additional manufacturing space to
accommodate increased orders from a significant consumer goods customer. Accordingly, the remaining reserve of $207,000 associated with
this anticipated sale was reversed in the first quarter of 2003.

44

9. RESTRUCTURING AND IMPAIRMENT CHARGES (CREDITS) 53



Edgar Filing: CLARION TECHNOLOGIES INC/DE/ - Form 10-K

During the second quarter of fiscal 2001, the Company announced its decision to relocate certain functions previously located in its Technical
Center and to outsource the manufacture of tooling. Specifically, these actions included the relocation of engineering, program management, and
sales personnel to the Company s manufacturing facilities in order to provide integrated support to the manufacturing operations. In addition,
many of the tool makers and equipment previously used in the manufacture of tooling were moved directly into the manufacturing facilities. The
Company continues to manage new tooling programs for its customers, but outsources the actual tool manufacturing as well as complex design
and engineering programs. Management accrued a pre-tax charge of $1,040,000 related to these actions to cover various exit costs ($627,000)
and anticipated non-cash losses on the disposition of certain furniture, fixtures, and equipment ($413,000), which non-cash losses were incurred
during the remainder of 2001. These relocation activities were completed by the end of the third quarter of fiscal 2001.

The Company performed an analysis of the expected undiscounted future cash flows related to its manufacturing facilities and determined that
an asset impairment charge in the amount of $10,900,000 in fiscal 2001, $6,509,000 of which was included in discontinued operations, and
$2,299,000 in fiscal 2000 was required to adjust the net carrying value of long-lived assets, including goodwill, associated with certain of its
manufacturing facilities to their estimated fair values.

In May 2002, the Company reached a settlement agreement with the lessor of the Company s former Technology Center concerning the early
termination of the Company s lease. As a result of the settlement, accrued exit costs were reduced by $428,000 in the first quarter of 2002.

Changes in the balances of the Company s restructuring liabilities were as follows:

Balance at December 29, 2001 $ 917,000
Accrual of exit costs (428,000)
Payment of exit costs (119,000)

Balance at December 29, 2002 370,000
Reversal of exit costs (207,000)
Payment of exit costs (46,000)

Balance at December 27, 2003 $ 117,000

10. DISCONTINUED OPERATIONS

On April 29, 2002, the Company sold the assets related to its Montpelier manufacturing facility that served the heavy truck industry. The
Company received $12,780,000 in cash, $800,000 in notes (bearing interest at 7.0% and due on or before April 28, 2005), plus the assumption of
certain liabilities. Assets sold included approximately $3,312,000 of receivables, $593,000 of inventory, and $11,402,000 of net fixed assets.
Liabilities assumed consisted primarily of approximately $2,331,000 of payables and accruals. The buyer purchased certain of these working
capital items at their net carrying value as determined as of the closing date. The Company incurred a loss of $97,000 on the sale and used the
proceeds from the sale to pay certain debt obligations under the Amended Senior Credit Agreement. In accordance with SFAS 144, the
operations of this facility have been segregated as discontinued operations and include the amounts indicated in the following tables (in
thousands).

Fiscal year ended

December 27, December 28, December 29,
2003 2002 2001
Net sales $ - $ 5,557 $ 15,061
Net income (loss) - 209 (7,238)
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11. QUARTERLY RESULTS OF OPERATIONS (UNAUDITED)

The Company s unaudited quarterly results of operations are as follows (in thousands, except per share data):

First Second Third Fourth
Quarter Quarter Quarter Quarter
Fiscal 2003
Net sales $ 22,180 $ 25,483 $ 26,136 $ 23,869
Gross margin 3,198 3,578 3,269 1,892
Income (loss) from
continuing operations 602 754 424 (1,006)
Income (loss) from
discontinued operations - - - -
Net income (loss) 602 754 424 (1,006)
Net loss per share:
Basic (0.03) (0.03) (0.04) (0.07)
Diluted (0.03) (0.03) (0.04) (0.07)
Fiscal 2002
Net sales $ 18,657 $ 22,206 $ 19,993 $ 19,774
Gross margin 2,341 3,909 2,225 1,981
Loss from continuing (2,125) (682) (1,888) 2,759)
operations
Income (loss) from
discontinued operations 258 81) 32 -
Net loss (1,867) (763) (1,856) (2,759)
Net loss per share:
Basic (0.08) (0.04) (0.07) (0.09)
Diluted (0.08) (0.04) (0.07) (0.09)

The Company recorded adjustments to other nonrecurring charges (credits) of $(428,000), $(24,000), $(318,000), and $57,000 in each quarter,
respectively, of fiscal 2002 and $(207,000) in the first quarter of fiscal 2003. In December 2002, we entered into a long-term supply agreement
with a significant customer. As part of this agreement, $460,000 of launch costs receivable were written off from this customer.

12. OPERATING CONSIDERATIONS AND MANAGEMENT PLANS

As shown in the financial statements, the Company has incurred significant net losses in two of the past three years and is highly leveraged. At
December 27, 2003, the Company is also experiencing liquidity constraints and has a deficit position in working capital and shareholders equity.

The Company has been proactively addressing its current liquidity and operational issues in an effort to improve cash flows. On April 14, 2003,
the Company refinanced its senior debt and modified the terms of certain portions of its subordinated debt. The term loan portion of the Senior
Loan Agreement matures in four years and the line of credit matures on April 30, 2004. The terms of the Senior Loan Agreement allow the
Company to make payments on its subordinated debt, subject to certain limitations. In addition, since fiscal 2001, subordinated debt holders and
preferred shareholders have agreed to defer interest and dividend payments through the maturity date of the senior debt, unless approved by the
Company s senior lender. The Company s senior lender is allowing payments on the Company s Electrolux note and Drake note. See Note 2
herein.

The Company has implemented several operating initiatives and successfully reduced costs and improved profitability. The Company has
positioned itself to increase sales and profitability, including the successful completion of a supplier agreement that was entered into in May
2002, which increases sales each year through 2005. Also, the Company has been successful in obtaining additional business from other
customers and expects to have increased growth in 2004. The increase in business coupled with the changes in cost structure are expected to
have a positive impact on profitability in 2004.
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL DISCLOSURE.
None.
ITEM 9A. CONTROLS AND PROCEDURES.

Disclosure Controls and Procedures: The Company s management, with the participation of the Company s Chief Executive Officer and Chief
Financial Officer, has evaluated the effectiveness of the Company s disclosure controls and procedures (as such term is defined in Rules
13a-15d-15(e) under the Securities and Exchange Act of 1934, as amended (the Exchange Act )), as of the end of the period covered by this
report. Based on such evaluation, the Company s Chief Executive Officer and Chief Financial Officer have concluded that, as of the end of such
period, the Company s disclosure controls and procedures are effective in recording, processing, summarizing and reporting, on a timely basis,
information required to be disclosed by the Company in the reports that it files or submits under the Exchange Act.

Internal Control Over Financial Reporting: The Company s management, with the participation of the Company s Chief Executive Officer and
Chief Financial Officer, also conducted an evaluation of the Company s internal control over financial reporting to determine whether any
changes occurred during the Company s fourth fiscal quarter ended December 27, 2003 that have materially affected, or are reasonably likely to
materially affect, the Company s internal control over financial reporting. Based on that evaluation, there has been no such change during the
Company s fourth fiscal quarter.

PART III
ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT

Information required to be furnished by Items 401, 405 and 406 of regulation S-K is included in our definitive Proxy Statement for our 2004
annual meeting of shareholders to be filed with the Securities and Exchange Commission within 120 days after the end of the fiscal year to
which this report relates (the 2004 Proxy Statement ) and is incorporated herein by reference.

ITEM 11. EXECUTIVE COMPENSATION.

Information required to be furnished by Item 402 of Regulation S-K is included in our 2004 Proxy Statement and is incorporated herein by
reference.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS.

Information required to be furnished by Items 201(d) and 403 of Regulation S-K is included in our 2004 Proxy Statement and is incorporated
herein by reference.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS.

Information required to be furnished by Item 404 of Regulation S-K is included in our 2004 Proxy Statement and is incorporated herein by
reference.

ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

Information required to be furnished by Item 9(e) of Schedule 14A of Regulation S-K is included in our 2004 Proxy Statement and is
incorporated herein by reference.
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PART IV
ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES, AND REPORTS ON FORM 8-K
(a)  The following documents are filed as part of this report:

1. Financial Statements.

The Registrant s consolidated financial statements, for the fiscal years ended December 27, 2003, December 28, 2002 and

December 29, 2001, together with the Reports of Independent Auditors are filed as part of this Form 10-K report. See ITEM 8:

Financial Statements.

2. Financial Statement Schedules.

Schedule II--Valuation and Qualifying Accounts.

All other schedules are not submitted because they are not applicable or because the required information is included in the

consolidated financial statements or notes thereto.

3. Exhibits.

Reference is made to the Exhibit Index which is found on the last page of the body of this Form 10-K Annual Report preceding

the exhibits.
(b)  Reports on Form 8-K
On December 11, 2003, pursuant to Item 5, the Company reported on Form 8-K that it acquired certain equipment in lowa.
(c) Exhibits

The response to this portion of Item 15 is submitted as a separate section of this report.
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SIGNATURES

In accordance with Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on our

behalf by the undersigned, thereunto duly authorized.

Date: March 5, 2004

CLARION TECHNOLOGIES, INC.

/s/ William Beckman

William Beckman, President

In accordance with the Securities Exchange Act of 1934, this report has been signed below on the 5th day of March 2004, by the following
persons on behalf of the Registrant and in the capacities indicated. The persons named below each hereby appoint William Beckman and
Edmund Walsh as his attorney-in-fact to sign in his name and on his behalf, and to file with the Commission any and all amendments to this
report on Form 10-K to the same extent and with the same effect as if done personally.

/s/ William Beckman

William Beckman, President
(Principal Executive Officer)

/s/ Jack D. Rutherford

Jack D. Rutherford, Director

/s/ Frederick A. Sotok

Frederick A. Sotok, Director

/s/ Craig A. Wierda

Craig A. Wierda, Director

/s/ Steven W. Olmstead

Steven W. Olmstead, Director

/s/ Edmund Walsh

Edmund Walsh, Chief Financial Officer
(Principal Financial Officer)

/s/ Anthony Wauterlek

Anthony Wauterlek, Director

/s/ Kenneth La Grand

Kenneth La Grand, Director

/s/ Frank T. Steck

Frank T. Steck, Director
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SCHEDULE I VALUATION AND QUALIFYING ACCOUNTS
CLARION TECHNOLOGIES, INC. AND SUBSIDIARIES

Additions
Uncollectible
Balance at Accounts Balance at
Beginning Charged to Written Off, Net of End
Description of Period Expense Recoveries of Period
Year Ended December 27, 2003
Deducted from assets accounts:
Allowance for doubtful accounts $170,000 $ 66,000 $ 76,000 $160,000
Year Ended December 28, 2002
Deducted from assets accounts:
Allowance for doubtful accounts $559,000 $ 32,000 $421,000 $170,000
Year Ended December 29, 2001
Deducted from assets accounts:
Allowance for doubtful accounts $897,000 $313,000 $651,000 $559,000
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EXHIBIT DESCRIPTION
NUMBER
2(a) Asset Purchase Agreement dated April 10, 2002, by and between CK Technologies, L.L.C. and Clarion Technologies, Inc. (filed

as an exhibit to Form 10-Q for the quarter ended March 30, 2002 (Commission File No. 0-24690) and incorporated herein by
reference) 3(a) Certificate of Incorporation (filed as exhibit to Form 10K/A dated April 28, 2003 (Commission File No.
0-24690) and incorporated herein by reference)

3(b) Certificate of Amendment of Certificate of Incorporation amending Article IV (filed as exhibit to Form 10K/A dated April 28,
2003 (Commission File No. 0-24690) and incorporated herein by reference)

3(¢c) Bylaws of the Company (filed as exhibit to Form 8-K dated October 27, 1998 (Commission File No. 0-24690) and incorporated
herein by reference)

4(a) Specimen of Common Stock Certificate (filed as exhibit to Form 10-SB dated August 12, 1994 (Commission File No. 0-24690)
and incorporated herein by reference)

4(b) Certificate of Designations of Clarion Technologies, Inc. for Series A Convertible Preferred Stock (filed as an exhibit to Form §-K
dated December 27, 2002 (Commission File No. 0-24690) and incorporated herein by reference)

4(c) Certificate of Designations of Clarion Technologies, Inc. for Series B Convertible Preferred Stock (filed as an exhibit to Form 8-K
dated December 27, 2002 (Commission File No. 0-24690) and incorporated herein by reference)

10(a) Amended and Restated Credit Agreement dated April 14, 2003, by and among Clarion Technologies, Inc., its subsidiaries party
thereto, and Bank One, NA (filed as exhibit to Form 10K/A dated April 28, 2003 (Commission File No. 0-24690) and
incorporated herein by reference)

10(b) First Amendment to Amended and Restated Credit Agreement dated September 26, 2003

10(c) Second Amendment to Amended and Restated Credit Agreement dated January 26, 2004

10(d) Third Amendment to Amended and Restated Credit Agreement dated March 12, 2004

10(e) Revolving Note dated March 12, 2004, issued pursuant to the Amended and Restated Credit Agreement

10(f) Term Note dated April 14, 2003, issued pursuant to the Amended and Restated Credit Agreement (filed as exhibit to Form 10K/A

dated April 28, 2003 (Commission File No. 0-24690) and incorporated herein by reference)

10(g) Capex Note dated April 14, 2003, issued pursuant to the Amended and Restated Credit Agreement (filed as exhibit to Form
10K/A dated April 28, 2003 (Commission File No. 0-24690) and incorporated herein by reference)

10(h) Exchange Agreement dated as of December 27, 2002, between Clarion Technologies, Inc. and each of the holders of notes named
therein (filed as an exhibit to Form 8-K dated December 27, 2002 (Commission File No. 0-24690) and incorporated herein by
reference)

10(1) Amended and Restated Senior Subordinated Loan Agreement dated as of December 27, 2002, between Clarion Technologies, Inc.

and its subsidiary companies party thereto, William Blair Mezzanine Capital Fund III, L.P., and other Lenders party thereto (filed
as an exhibit to Form 8-K dated December 27, 2002 (Commission File No. 0-24690) and incorporated herein by reference)

10G) Waiver, Consent and First Amendment to Amended and Restated Senior Subordinated Loan Agreement dated April 14, 2003,
between Clarion Technologies, Inc. and its subsidiary companies party thereto, William Blair Mezzanine Capital Fund III, L.P.,
and other Lenders party thereto (filed as exhibit to Form 10K/A dated April 28, 2003 (Commission File No. 0-24690) and
incorporated herein by reference)

10(k) Senior Subordinated Notes dated December 27, 2002, issued pursuant to the Amended and Restated Senior Subordinated Loan
Agreement (filed as exhibit to Form 10K/A dated April 28, 2003 (Commission File No. 0-24690) and incorporated herein by
reference)

SCHEDULE Il VALUATION AND QUALIFYING ACCOUNTSCLARION TECHNOLOGIES, INC. AND SBBSIDIAF



Edgar Filing: CLARION TECHNOLOGIES INC/DE/ - Form 10-K

10(1) Put Agreements dated as of December 27, 2002, between Clarion Technologies, Inc. and William Blair Mezzanine Capital Fund
III, L.P. (filed as an exhibit to Form 8-K dated December 27, 2002 (Commission File No. 0-24690) and incorporated herein by
reference)

10(m) Amended and Restated Registration Rights Agreement dated as of December 27, 2002 between Clarion Technologies, Inc.,

William Blair Mezzanine Capital Fund III, L.P. and other Lenders party thereto (filed as exhibit to Form 8-K dated December 27,
2002 (Commission File No. 0-24690) and incorporated herein by reference)

10(n) Supply Agreement between Clarion Technologies, Inc. and Electrolux Home Products, Inc. dated May 1, 2002 (filed as exhibit to
Form 10-Q for the quarter ended June 29, 2002 (Commission File No. 0-24690) and incorporated herein by reference)

10(0) Lease Agreement between Clarion Technologies, Inc. and Cougar Development, LLC dated October 13, 2000, as amended (filed
as exhibit to Form 10K/A dated April 28, 2003 (Commission File No. 0-24690) and incorporated herein by reference)

51

SCHEDULE Il VALUATION AND QUALIFYING ACCOUNTSCLARION TECHNOLOGIES, INC. AND SBBSIDIAF



Edgar Filing: CLARION TECHNOLOGIES INC/DE/ - Form 10-K

EXHIBIT DESCRIPTION
NUMBER

The following material contracts identified with "*" preceding the exhibit number are agreements or compensation plans with or relating to
executive officers, directors or related parties.

*10(p) Clarion House, Inc. 1998 Stock Option Plan (filed as exhibit to Form 10-KSB for the year ended December 31, 1998
(Commission File No. 0-24690) and incorporated herein by reference)

*10(q) Clarion Technologies, Inc. 1999 Stock Incentive Plan (filed as exhibit to Form 10-KSB for the year ended December 31, 1999
(Commission File No. 0-24690) and incorporated herein by reference)

*10(r) First Amendment to the Clarion Technologies, Inc. 1999 Stock Incentive Plan (filed as exhibit to Proxy Statement for 2000
Annual Meeting of Shareholders (Commission File No. 0-24690) and incorporated herein by reference)

*10(s) Clarion Technologies, Inc. 2000 Employees Stock Purchase Plan (filed as appendix to Proxy Statement for 2000 Annual Meeting
of Shareholders (Commission File No. 0-24690) and incorporated herein by reference)

*10(t) Clarion Technologies, Inc. Director Deferred Stock Purchase Plan (filed as exhibit to Form 10-K for the year ended December 29,
2001 (Commission File No. 0-24690) and incorporated herein by reference)

*10(u) Employment Agreement, dated March 1, 1999, between Clarion Plastics Technologies, Inc., Clarion Technologies, Inc. and
William Beckman (filed as exhibit to Form 10-KSB for the year ended December 31, 1999 (Commission File No. 0-24690) and
incorporated herein by reference)

*10(v) Amendment to Employment Agreement dated as of August 1, 2003 between Clarion Technologies, Inc. and William Beckman

16 Letter from Ernst & Young regarding change in certifying accountant (filed as exhibit to Form 8-K dated June 26, 2002
(Commission File No. 0-24690) and incorporated herein by reference)

21 Subsidiaries of the Registrant

23(a) Consent of Independent Auditors - BDO Seidman, LLP
23(b) Consent of Independent Auditors - Ernst & Young LLP
24 Power of Attorney (included on page 49)
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EXHIBIT DESCRIPTION
NUMBER
31(a) Certification of President pursuant to Section 302 of the Sarbanes-Oxley Act of 2002, 18 U.S.C. Section 1350
31(b) Certification of Chief Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002, 18 U.S.C. Section 1350
32(a) Certification of President pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, 18 U.S.C. Section 1350
32(b) Certification of Chief Financial Officer pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, 18 U.S.C. Section 1350
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EXHIBIT 23(a)
EXHIBIT 23(a) Consent of Independent Auditors

We consent to the incorporation by reference in the Registration Statements (on Form S-8 Nos. 333-36356 and 333-36358) pertaining to the
1998 and 1999 Stock Options Plans and the 2000 Employees Stock Purchase Plan of Clarion Technologies, Inc. of our report dated February 13,
2004, relating to the Consolidated Financial Statements and Schedule of Clarion Technologies, Inc. which appears in this Form 10-K.

/s/ BDO Seidman, LLP

Grand Rapids, Michigan
March 9, 2004
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EXHIBIT 23(b)

EXHIBIT 23(b) Consent of Independent Auditors

We consent to the incorporation by reference in the Registration Statements (on Form S-8 Nos. 333-36356 and 333-36358) pertaining to the

1998 and 1999 Stock Options Plans and the 2000 Employees Stock Purchase Plan of Clarion Technologies, Inc. of our report dated April 10,
2002, with respect to the consolidated financial statements and schedule of Clarion Technologies, Inc. included in the Annual Report (Form
10-K) for the fiscal year ended December 27, 2003.

/s/ Ernst & Young LLP

Grand Rapids, Michigan
March 5, 2004
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EXHIBIT 31(a)

CERTIFICATE OF THE
CHIEF EXECUTIVE OFFICER OF
CLARION TECHNOLOGIES, INC.

I, William Beckman, certify that:
1. I have reviewed this annual report on Form 10-K of Clarion Technologies, Inc.;

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

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

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

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

b) Evaluated the effectiveness of the registrant s disclosure controls and procedures and presented in this annual report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this annual
report based on such evaluation; and

) Disclosed in this annual report any change in the registrant s internal control over financial reporting that occurred during the
registrant s fourth fiscal quarter that has materially affected, or is reasonably likely to materially affect, the registrant s internal
control over financial reporting; and

5. The registrant s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the registrant s auditors and the audit committee of registrant s board of directors (or persons performing the equivalent
functions):

a) All significant deficiencies and material weaknesses in the design or operation of internal controls over financial reporting which
are reasonably likely to adversely affect the registrant s ability to record, process, summarize and report financial information; and

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

6. The registrant s other certifying officer and I have indicated in this annual report whether there were significant changes in internal
controls or in other factors that could significantly affect internal controls subsequent to the date of our most recent evaluation, including
any corrective actions with regard to significant deficiencies and material weaknesses.

CLARION TECHNOLOGIES, INC

Date: March 5, 2004
By: /s/ William Beckman

William Beckman
Its: President
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EXHIBIT 31(b)

CERTIFICATE OF THE

CHIEF FINANCIAL OFFICER OF
CLARION TECHNOLOGIES, INC.

I, Edmund Walsh, certify that:
1. I have reviewed this annual report on Form 10-K of Clarion Technologies, Inc.;

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

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

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

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

b) Evaluated the effectiveness of the registrant s disclosure controls and procedures and presented in this annual report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this annual
report based on such evaluation; and

c) Disclosed in this annual report any change in the registrant s internal control over financial reporting that occurred during the
registrant s fourth fiscal quarter that has materially affected, or is reasonably likely to materially affect, the registrant s internal
control over financial reporting; and

5. The registrant s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the registrant s auditors and the audit committee of registrant s board of directors (or persons performing the equivalent
functions):

a) All significant deficiencies and material weaknesses in the design or operation of internal controls over financial reporting which
are reasonably likely to adversely affect the registrant s ability to record, process, summarize and report financial information; and

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

6. The registrant s other certifying officer and I have indicated in this annual report whether there were significant changes in internal
controls or in other factors that could significantly affect internal controls subsequent to the date of our most recent evaluation, including
any corrective actions with regard to significant deficiencies and material weaknesses.

CLARION TECHNOLOGIES, INC

Date: March 5, 2004
By: /s/ William Beckman

Edmund Walsh
Its: Chief Financial Officer

EXHIBIT 31(b) CERTIFICATE OF THE CHIEF FINANCIAL OFFICER OF CLARION TECHNOLOGIES, I6GC.
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EXHIBIT 32(a)

EXHIBIT 32(a) CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Clarion Technologies, Inc. (the Company ) on Form 10-K for the fiscal year ended December 27, 2003,
as filed with the Securities and Exchange Commission on the date hereof (the Report ), I, William Beckman, President of the Company, certify,
pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:

(1)  The Report fully complies with the requirements of Section 15(d) of the Securities Exchange Act of 1934; and

(2)  The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of
the Company.

CLARION TECHNOLOGIES, INC

Date: March 5, 2004
By: /s/ William Beckman

William Beckman
Its: President

EXHIBIT 32(a) CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350,AS ADOPTED PURSUANB8TO SEC
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EXHIBIT 32(b)

EXHIBIT 32(b) CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Clarion Technologies, Inc. (the Company ) on Form 10-K for the fiscal year ended December 27, 2003,
as filed with the Securities and Exchange Commission on the date hereof (the Report ), I, Edmund Walsh, Chief Financial Officer of the
Company, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:

(1)  The Report fully complies with the requirements of Section 15(d) of the Securities Exchange Act of 1934; and

(2)  The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of
the Company.

CLARION TECHNOLOGIES, INC

Date: March 5, 2004
By: /s/ William Beckman

Edmund Walsh
Its: Chief Financial Officer

EXHIBIT 32(b) CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350, AS ADOPTED PURSUANB TO SE



