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Confidentiality and Procedures Statement 

This Confidential Information Memorandum has been prepared by ALIGNMT LLC (“ALIGNMT”), at the 

direction of and from materials and information supplied by XYZ Manufacturing, Inc. (“XYZ” or the 

“Company”), pursuant to ALIGNMT’s engagement by the Company as its exclusive financial adviser in 

connection with the possible sale of XYZ.  The Confidential Information Memorandum (references to which shall 

be deemed to include any information which has been or may be supplied in writing or orally in connection 

herewith or in connection with any further inquiries) is being delivered pursuant to a separate Confidentiality 

Agreement to a limited number of parties who, it is believed, may be interested in acquiring the Company.  The 

Confidential Information Memorandum is for the exclusive use of the persons to whom it is addressed and their 

advisers. 

By its acceptance hereof, each recipient agrees (in addition to any obligations it may have under such 

Confidentiality Agreement) that neither it nor its agents, representatives, directors or employees will copy, 

reproduce or distribute to others this Confidential Information Memorandum, in whole or in part, at any time 

without the prior written consent of the Company or ALIGNMT and that it will keep permanently confidential 

all information contained herein not already in the public domain and will use this Confidential Information 

Memorandum for the sole purpose of deciding whether to proceed with a further investigation of the Company. 

No representation or warranty, express or implied, is or will be given by the Company or ALIGNMT or their 

respective directors, partners, employees or advisers or any other person as to the accuracy, completeness or 

fairness of this Confidential Information Memorandum and no responsibility or liability whatsoever is accepted 

for the accuracy or sufficiency thereof or for any errors, omissions or misstatements, negligent or otherwise, 

relating thereto.  Only those particular representations and warranties which may be made by the Company in a 

definitive written purchase agreement, when and if one is executed, and subject to such limitations and restrictions 

as may be specified in such purchase agreement, shall have any legal effect. 

This Confidential Information Memorandum includes certain statements, estimates, targets and projections 

provided by the Company with respect to the anticipated future performance of the Company.  Such statements, 

estimates, targets and projections reflect significant assumptions and subjective judgments by the Company’s 

management concerning anticipated results.  These assumptions and judgments may or may not prove to be 

correct and there can be no assurance that the estimates, targets or projections are attainable or will be realized.  

ALIGNMT does not assume responsibility for verifying any of such statements, estimates, targets or projections.  

Accordingly, neither the Company nor ALIGNMT nor any of their respective directors, partners, employees or 

advisors nor any other person, shall be liable for any direct, indirect or consequential loss or damages suffered by 

any person as a result of relying on any statement in or omission from this Confidential Information Memorandum 

and any such liability is expressly disclaimed.  In all cases, interested parties should conduct their own 

investigation and analysis of the Company and the information contained in this Confidential Information 

Memorandum. 

Except where otherwise indicated, this Confidential Information Memorandum speaks as of the date hereof.  

Neither the delivery of this Confidential Information Memorandum nor the purchase of the Company shall, under 

any circumstances, create any implication that there has been no change in the affairs of the Company since the 

date hereof.  In furnishing this Confidential Information Memorandum, neither the Company nor ALIGNMT 

undertakes any obligation to update any of the information contained herein or to correct any inaccuracies which 

may become apparent. 

This Confidential Information Memorandum shall remain the property of the Company.  Each of the Company 

and ALIGNMT reserves the right to require the return of this Confidential Information Memorandum (together 

with any copies or extracts thereof) at any time. 
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This Confidential Information Memorandum does not constitute an offer or invitation for the sale or purchase of 

the securities, assets or business described herein and shall not form the basis of any contract. 

The Company and ALIGNMT reserve the right to negotiate with one or more prospective purchasers at any time 

and to enter into a definite agreement for the sale of the securities, assets or business described herein without 

prior notice to other prospective purchasers.  The Company and ALIGNMT also reserve the right, without 

advance notice, to change the procedure for the communications or business as described herein or to terminate 

communications with recipients at any time prior to the entry into any binding contract. 

 

Prepared For: 
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Communication Procedures 

 

Proprietary and Confidential 

Subject to all Conditions as Outlined in the 

Confidentiality Agreement 

The Company has retained ALIGNMT to act as its exclusive agent.  ALIGNMT will act as the primary contact 

for any recipient of this Confidential Information Memorandum. 

All communications or inquiries relating to these materials involving the Company should be directed to 

ALIGNMT as follows: 

 

Ian Shanno 

Managing Director 

ALIGNMT LLC 

2372 Morse Avenue 

Suite 132 

Irvine, CA 92614 

(858) 345-7720 

is@alignmt.com 
 

 

 

Recipients who decide not to pursue business with the Company are required to return this Confidential 

Information Memorandum (together with any other material relating to the Company which may have been 

received from the Company or ALIGNMT) to the attention of Managing Director at ALIGNMT. 

 

 

mailto:is@alignmt.com
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Executive 

Summary 
Executive Summary 

Company Overview 

XYZ Manufacturing, Inc. (a California S-Corporation) (“XYZ” or the “Company”) provides technologically-

advanced electronics manufacturing services (“EMS”) with a focus on printed circuit board (“PCB”) assembly 

services primarily to original equipment manufacturers (“OEMs”) in security, transportation & logistics, gaming, 

aerospace & defense, medical device and other industrial markets.  Specializing in manufacturing complex 

assemblies on a high volume basis, the Company has accumulated significant process and design for 

manufacturing (“DFM”) expertise.  EMS includes high level assembly of electronic components into a finished 

subassembly or assembly performed under a contract manufacturing agreement with an OEM.  XYZ provides 

full turnkey and consigned manufacturing, including DFM, supply chain management, materials management 

and logistics.  XYZ operates a 25,000 square foot manufacturing facility located in Orange County, California 

serving mainly North American industrial markets with superior supply chain management and unparalleled 

quality, administered through its proprietary in-house Management Resource Planning (“MRP”) database 

platform. 

The organization is focused on rapidly and reliably filling complex customer orders and building long-term 

relationships with repeat customers by leveraging its superior supply chain management expertise.  XYZ’s DFM 

capabilities and six assembly lines enable it to respond to time-critical orders and technology challenges for its 

customers.  The Company’s strengths include developing innovative, high-performance solutions for customers 

through the DFM, test and launch phases of new electronic assembly development, through high and low volume 

order fulfillment. 

XYZ’s superior supply chain management consists of planning, purchasing, expediting and warehousing 

components and materials.  The Company’s inventory management and volume procurement capabilities 

contribute to cost reductions and reduce total cycle time.  The Company’s materials strategy is focused on 

leveraging its procurement volume while providing execution for maximum flexibility. 

XYZ’s business strategy targets the capture of turnkey assemblies by providing customers with support 

throughout the entire manufacturing process, starting with DFM and progressing through supply chain 

management, component procurement, assembly, test and inspection.  This strategy enables XYZ to reduce its 

customers’ costs while improving their time to market.  The Company believes its success is dependent upon its 

ability to provide unique solutions tailored to match each of its customer’s specific requirements, while never 

neglecting the need to produce assemblies with the highest quality standards. 

Current assembly capacity consists of four fully-integrated, high-speed Fuji lines and two prototype lines.  Each 

high-speed line is coupled with the latest in ancillary equipment that has been carefully selected to produce the 

most complex assemblies: automatic board de-stackers; automated screen printers with computer display to 

monitor the solder masking; ten-stage reflow ovens; and full-color in-line AOI with solder inspection capabilities.  

In addition, XYZ has added high-tech inspection and test equipment, such as an ERSA scope, 3-dimensional x-

ray, and an environmental testing chamber.  Recently the Company added a Selective Solder, which is being used 

to exclusively solder the thru-hole components for high-volume assemblies with lead-free requirements. 

The Company is uniquely positioned to continue to build on its position as a market leader in manufacturing PCB 

assemblies for sale on a national and international scale at prices that produce excellent net profits. 
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Summary Financial Data 
 

XYZ Historic & Projected Revenue ($000) XYZ Historic & Projected EBITDA ($000) 

  
Source: XYZ  

 

The Opportunity 
The Company believes that its customized supply chain management, materials management, manufacturing 

capabilities, quality assurance, available labor capacity and other competitive advantages provide a unique growth 

opportunity for a potential buyer due to: (i) its strategic market positioning; (ii) the continuous volume and 

demand for customized industrial electronic assemblies; (iii) favorable market and customer economics; and (iv) 

additional revenue generating and value creation opportunities that are embedded in the Company’s core business 

model.  XYZ’s progress to date has established a substantial growth platform that is easily capable of generating 

sustainable and profitable growth by expanding on its already large number of customers with a long-term 

horizon.  With minimal capital investment the Company is positioned to add shifts to accomplish its conservative 

expansion initiatives. 

Management believes that the immense EMS markets, within the United States and across the Globe, represent a 

significant EBITDA expansion opportunity.  The Company intends to drive EBITDA growth through both 

immediate and long-term cost saving and revenue enhancing initiatives in conjunction with a balanced capital 

improvement budget.  Assuming these initiatives are fully implemented, the Company projects revenues of $10.0 

million and EBITDA of $2.0 million for 2007.  XYZ’s reputation and presence within the market will continue 

to expand revenue and EBITDA through continued sales to existing and new customers.  By expanding its base 

of commercial and industrial customers, the Company expects revenue to reach $17.6 million by 2012, and 

EBITDA to reach $3.5 million (20.0% of revenue).  The key elements of these initiatives and the associated costs 

or benefits are as follows: 

Operational Initiatives.  The Company expects to achieve near-term cash flow expansion through the following: 

 Pro-active sourcing and innovative supply chain management of components in just-in-time format for 

all production 

 Acquisition of new customers in industry groups previously not served 

 Create economies of scale and improve component buying power through higher volume production 

 Remain focused entirely on industrial and commercial markets mitigating against downturns in 

consumer driven economic cycles 
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Business Strategy 
XYZ’s goal is to be the EMS provider of choice to leading OEMs in the security, transportation & logistics, 

gaming, aerospace & defense, medical device and other industrial markets that management believes offer 

superior potential for growth and improving profitability.  To meet this goal, XYZ’s management has 

implemented the following strategies: 

Develop and Maintain Strong, Long-Term Relationships with Customers.  XYZ’s core strategy is to establish and 

maintain long-term relationships with leading OEMs in expanding industries by becoming an integral part of its 

customers’ manufacturing operations.  To accomplish this management works closely with its customers 

throughout the design, manufacturing and distribution process, while offering flexible and responsive services.  

Management believes that it develops stronger customer relationships by responding to frequently changing 

customer design specifications and production requirements. 

Continue to Implement Supply Chain Management Improvements.  Leveraging its distinctive core strength, the 

Company continues to implement supply chain management improvements, which enable superior planning, 

purchasing, expediting and warehousing components and materials management.  XYZ’s inventory management 

and volume procurement capabilities contribute to cost reductions and reduce total cycle time.  The Company’s 

materials strategy is focused on leveraging its procurement volume while providing execution for maximum 

flexibility. 

Focus on Growth-Oriented, Industrial Products.  The Company’s product scope ranges from low mix/high 

volume assemblies  to complex, mission critical  electronics targeted for aerospace & defense, medical devices, 

security, transportation & logistics, gaming and other industrial uses. Customers range from industrial and 

commercial companies that compete primarily on price and redesign their products frequently, to manufacturers  

and business enterprises that compete on technology and quality.  XYZ offers state-of-the-art products for industry 

leaders who require specialized engineering design and production services, as well as high volume 

manufacturing capabilities.  The Company’s ability to offer both of these types of services enables it to expand 

and improve its many business relationships. 

Deliver High and Low Volume manufacturing Solutions.  The Company believes OEMs are increasingly requiring 

a wide range of specialized engineering and manufacturing services from EMS providers in order to reduce costs 

and accelerate their time-to-market and time-to-volume production.  Building on its integrated engineering and 

manufacturing capabilities, XYZ offers services from initial product DFM, assembly, test, final inspection and 

distribution to OEM customers. These full service capabilities allow the Company to offer customers the 

flexibility to move quickly from design and initial product introduction to production and distribution. 

Leverage Advanced Technological Capabilities.  In addition to traditional strengths in manufacturing complex 

printed circuit board assemblies, XYZ offers customers advanced DFM, technology and manufacturing solutions 

for their products.  Management believes its advanced DFM and manufacturing capabilities help its customers 

improve product performance and reduce costs. 

Continue to Seek Cost Savings and Efficiency Improvements.  XYZ continuously seeks ways to optimize its 

facilities to provide cost-efficient services to its customers while improving turnaround times and profitability.  

The Company’s technologically advanced manufacturing capabilities and advanced asset base enable it to 

improve efficiency while minimizing dependency upon labor intensive processes. 
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Investment 

Highlights 
Investment Highlights 

XYZ Manufacturing, Inc. is an Electronics Manufacturing Services company whose mission is to penetrate 

leading developers of products requiring proprietary electronics for use in security, transportation & logistics, 

gaming, aerospace & defense, medical device and other industrial markets. 

The Company is uniquely positioned to build on its already existing position as a quality leader in printed circuit 

board assembly on a domestic scale at prices that produce excellent net profits. The following in-place processes 

highlight the Company’s advantageous market position: 

Competitive Advantages 
Supply Chain Management—Leveraging its distinctive core strength, the Company has developed superior 

supply chain management expertise, which enables enhanced planning, purchasing, expediting and warehousing 

components in addition to just-in-time materials management. XYZ’s inventory management and volume 

procurement capabilities contribute to cost reductions and reduce total cycle time. The Company provides a 

competitive edge to each of its customers ensuring an efficient supply stream that focuses not only on cost, but 

also on availability of components and the component life cycle. 

Quality Assurance—XYZ’s quality control standards ensure that XYZ meets its customer requirements and 

assembly specifications.  OEMs often rely upon EMSPs to assure quality control for subassemblies, rather than 

providing their own quality control.  XYZ’s adherence to strict quality control standards and its investment in 

state-of-the-art production facilities and equipment have attracted and retained important customers with 

extremely rigid product quality standards.  XYZ is certified in both ISO 9001:2000 and ISO 13485 (medical 

devices); both are current and are audited annually by a certified external auditor. 

manufacturing Capabilities—The Company provides design and engineering services; PCB assembly and test, 

including quick-turn prototype, cable and harness assembly, electronic interconnect assemblies, subassemblies 

and full systems integration (known as full box build), aftermarket repair and warranty services, and full materials 

management.  The Company’s competitive strengths lie in its ability to manufacture highly complex assemblies 

in short cycle times with smaller lot sizes (low volume/high mix with complex system integration), as well as the 

capacity to assemble product with longer cycle times and large lot sizes (high volume/low mix). 

Proprietary Integrated Management Resource Planning Software Platform—The Company’s entire business 

processes are managed through its proprietary, integrated Management Resource Planning (MRP) software 

platform, including executive management, sales, quoting, purchasing, inventory management, production 

planning, quality assurance and shipping. This software maintained within a Paradox database and remains fully 

scalable, while the Company continues to implement new business and production solutions for efficiency and 

cost-effectiveness. 

Wide Market Scope—As a premier Electronics manufacturing Services provider, XYZ provides complete 

manufacturing services and solutions to support the entire life cycle of products in the aerospace, defense, 

industrial, gaming, networking, transportation, and medical equipment market sectors requiring PCB assembly 

services. 

High Barriers to Entry—The Company’s 25,000 square foot Facility has four fully-integrated high-speed Fuji 

lines and two prototype lines.  Each high-speed line is coupled with the latest in ancillary equipment that has been 

carefully selected to produce the most complex assemblies: automatic board de-stackers; automated screen 

printers with computer display to monitor the solder masking; ten-stage reflow ovens; and full-color in-line AOI 

with solder inspection capabilities.  XYZ also has added high-tech inspection and test equipment, such as an 

ERSA scope, 3-dimensional x-ray, and an environmental testing chamber.  The Company also has a Selective 
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Solder, which is being used to exclusively solder the thru-hole components for high-volume assemblies with lead-

free requirements. 

Expertise 

Customized Management Resource Planning Solutions—XYZ’s supply chain management process is supported 

by its proprietary Management Resource Planning (“MRP”) database software platform.  Utilizing this integrated 

executive, materials and customer management tool enables management and customers to plan, implement and 

monitor assembly quality, methods, product through-put, PO fulfillment, and shipping data, all in a real-time 

environment.  Management believes this proprietary software differentiates XYZ as a resource to enhance 

customer’s cost-efficiency and time-to-market. 

Advanced manufacturing Technologies—XYZ’s management are committed to manufacturing process 

improvements and focus on enhancing existing capabilities as well as developing new technologies.  The 

Company considers itself eager to adopt advances in printed circuit board assembly technology, with four fully-

integrated, high-speed Fuji lines and two prototype lines.  Each high-speed line is coupled with the latest in 

ancillary equipment that has been carefully selected to produce the most complex assemblies: automatic board 

de-stackers; automated screen printers with computer display to monitor the solder masking; ten-stage reflow 

ovens; and full-color in-line AOI with solder inspection capabilities.  In addition, XYZ has added high-tech 

inspection and test equipment, such as an ERSA scope, 3-dimensional x-ray, and an environmental testing 

chamber.  Recently the Company added a Selective Solder, which is being used to exclusively solder the thru-

hole components for high-volume assemblies with lead-free requirements. 

Time-Critical Services—In addition to customized engineering solutions and advanced manufacturing 

technologies, XYZ specializes in providing time-critical, or quick-turn, printed circuit board DFM and assembly 

services.  The Company’s proprietary engineering, fabrication and customer service systems enable it to respond 

to customers’ needs with quick-turn services.  Personnel are trained and experienced in providing services with 

speed and precision. 

Large Market Opportunity 

Expanding Product Markets—The industrial market for electronic equipment rebounded to 8 percent revenue 

growth in 2006 as the military/aerospace, medical and semiconductor manufacturing equipment markets grew 

strongly; the total industrial market is expected to post 5.8 percent revenue in 2007.1 

Dynamic Customer Markets—The worldwide EMS and original design manufacturing (“ODM”) industry grew 

to an estimated $237.7 billion in 2006 and should grow a further 12.2% in 2007 to $266.8 billion. EMS firms 

earned $152.8 billion, nearly two-thirds of industry revenue in 2006; ODMs earned $84.9 billion. The EMS/ODM 

industry will achieve 9.6% compound annual growth rate (CAGR) from 2006 to 2011. At that point, revenue for 

the industry should reach $376.2 billion.
 2

 

Increasing customer demand for quick-turn production—Rapid advances in technology are significantly 

shortening product life cycles and placing increased pressure on original equipment manufacturers to develop 

new products in shorter periods of time. In response to these pressures, OEMs look to EMS providers that can 

offer design and engineering support and quick-turn manufacturing services to reduce time to market. 

 

                                                 
1 iSuppli Corp., August 2007 
2 Worldwide Electronics Manufacturing Services 2007–2011 Forecast  electronics.ca 
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Industry 

Perspective 
Industry Perspective 

OEMs and other technology-based enterprises are increasingly relying upon outsourcing to technically qualified, 

strategically located manufacturing partners that provide integrated, end-to-end PCB assembly solutions 

comprised of design and application engineering, prototyping and competitive high-volume production services. 

By employing these end-to-end manufacturers, OEMs are able to reduce time-to-market, avoid product delays, 

reduce manufacturing costs, minimize logistical problems and focus on their core competencies. 

The fate of PCB industry is closely tied with that of the overall electronics and the industry is influenced by 

competition as well as fluctuations in market demand.
3
 

The barriers to entry in the quick-turn segment of the printed circuit board industry are considerable.  In order to 

compete effectively in this segment, companies must have a sufficient customer base, a staff of qualified sales 

and marketing personnel, considerable engineering resources and the proper tooling and equipment to permit fast 

and reliable product turnaround. 

Electronic Manufacturing Services 
The Electronic Manufacturing Services (“EMS”) Industry is composed of companies that provide a range of 

manufacturing services to companies that utilize electronics components.  EMS includes the higher level assembly 

of electronic and mechanical components into a finished subassembly or assembly performed under a contract 

manufacturing agreement with an OEM or other contract manufacturer. 

The industry experienced rapid change and growth through the 1990’s as an increasing number of companies 

chose to outsource an increasing portion, and, in some cases, all of their manufacturing requirements. In mid-

2001, the industry’s revenue declined as a result of significant cut-backs in customer production requirements, 

which was consistent with the overall global economic downturn at that time. Industry revenues generally began 

to stabilize in 2003 and companies continue to turn to outsourcing versus internal manufacturing. This enables 

OEMs to concentrate on what they believe to be their core strengths, such as new product definition, marketing 

and sales. Factors driving companies to favor outsourcing include: 

 Reduced Capital Investment in manufacturing. Companies are increasingly seeking to lower their 

investment in inventory, facilities and equipment used in manufacturing in order to allocate capital to 

other activities such as sales and marketing, and research and development (“R&D”). This shift in capital 

deployment has placed a greater emphasis on outsourcing to external manufacturing specialists. 

 Improved Inventory Management and Purchasing Power. Industry providers are able to manage both 

procurement and inventory, and have demonstrated proficiency in purchasing components at improved 

pricing due to the scale of their operations and continuous interaction with the materials marketplace. 

 Reduced Product Cost. Industry providers are able to manufacture products at a reduced total cost to 

companies. These cost advantages result from higher utilization of capacity because of diversified 

product demand and, typically, a higher sensitivity to elements of cost. 

 Accelerated Product Time-to-Market and Time-to-Volume. Industry providers are often able to deliver 

accelerated production start-ups and achieve high efficiencies in transferring new products into 

production. Providers are also able to more rapidly scale production for changing markets and to position 

themselves in global locations that serve the leading world markets. With increasingly shorter product 

life cycles, these key services allow new products to be sold in the marketplace in an accelerated time 

frame. 

                                                 
3 FACTIVA.com, “Printed Circuit Boards Manufacturers to Keep Pace and See Global Revenues for Printed Circuit Boards Grow From 

Over $50 Billion in 2007 to Over $76 Billion in 2012” 
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 Access to Advanced Design and manufacturing Technologies. Customers may gain access to additional 

advanced technologies in manufacturing processes, as well as product and production design. Product 

and production design services may offer customers significant improvements in the performance, cost, 

time-to-market and manufacturability of their products. 

 

EMS/ODM Industry 2006-2011 
($ Billions) 

 

Source: Worldwide Electronics manufacturing Services 2007–2011 Forecast 
 

The worldwide EMS and original design manufacturing (“ODM”) industry grew to an estimated $237.7 billion 

in 2006 and should grow a further 12.2% in 2007 to $266.8 billion. EMS firms earned $152.8 billion, nearly two-

thirds of industry revenue in 2006; ODMs earned $84.9 billion. The EMS/ODM industry will achieve 9.6% 

compound annual growth rate (CAGR) from 2006 to 2011. At that point, revenue for the industry should reach 

$376.2 billion.
 4  

The worldwide electronics manufacturing services (EMS) market grew 17.6 percent in 2006, as the worldwide 

electronics assembly market grew 13.9 percent. The EMS market will continue to grow briskly in the coming 

years, as the outsourcing of electronics manufacturing continues its relentless march. Electronic Trend 

Publications (“ETP”) estimates that total electronics assembly value was $923 billion in 2006 and will grow to 

nearly $1.3 trillion in 2011. Fueled by this huge market, ETP believes that the EMS industry will grow from $223 

billion in 2006 to $442 billion in 2011.
 5 

To remain competitive, EMS companies must provide their customers increasingly rapid product turnaround, at 

increasingly competitive prices. 

Printed Circuit Boards Assembly 
Printed circuit boards (“PCBs”) are a fundamental component of virtually all electronic equipment.  Rapid 

advances in electronic technology are significantly shortening product life cycles and placing increased pressure 

on original equipment manufacturers (“OEMS”) to develop new products in shorter periods of time.  In response 

to these pressures, OEMs look to EMS Providers that can offer design and engineering support and quick-turn 

manufacturing services to reduce time to market.  Many OEMs, in an effort to increase electronic supply chain 

efficiency, work with a small number of technically qualified suppliers that have sophisticated manufacturing 

expertise and are able to offer a broad range of printed circuit board assembly services. 

Several significant trends within the printed circuit board manufacturing industry are emerging including: 

Increasing customer demand for quick-turn production.  Rapid advances in technology are significantly 

shortening product life-cycles and placing increased pressure on original equipment manufacturers (“OEMs”) to 

                                                 
4 Worldwide Electronics Manufacturing Services 2007–2011 Forecast  electronics.ca 
5 Electronic Trend Publications (ETP) 

0

50

100

150

200

250

300

350

400

2006 2007 2008 2009 2010 2011



Project Circuit Confidential Information Memorandum 

Industry Perspective  | 8 

develop new products in shorter periods of time. In response to these pressures, OEMs look to printed circuit 

board manufacturers that can offer design and engineering support and quick-turn manufacturing services to 

reduce time to market. Many OEMs, in an effort to increase electronic supply chain efficiency, work with a small 

number of technically qualified suppliers that have sophisticated manufacturing expertise and are able to offer a 

broad range of printed circuit board products. 

Increasing complexity of electronic equipment.  OEMs are continually designing more complex and higher 

performance electronic equipment, which requires sophisticated printed circuit boards that accommodate higher 

speeds and frequencies and increased component densities and operating temperatures. In turn, OEMs rely on 

EMS Providers  that can provide advanced engineering and manufacturing services early in the new product 

development cycle. 

Shifting of high volume production to Asia.  Asian-based printed circuit board EMSPs have been able to capitalize 

on lower labor costs and to increase their market share  in the assembly of printed circuit boards used in high-

volume consumer electronics applications, such as personal computers and cell phones. Asian-based 

manufacturers have generally been unable to meet the lead time requirements for the assembly of complex printed 

circuit boards on a quick-turn basis. 

Two leading independent market research firms estimate that the 2006 global market for printed circuit boards 

was between $45.0 and $48.6 billon, with North American printed circuit boards representing approximately $5.0 

billion of that total. 
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Company 
The Company 

 

XYZ Manufacturing, Inc. 
 

 

XYZ Manufacturing, Inc. provides technologically-advanced electronics manufacturing services (“EMS”) with a 

focus on printed circuit board (“PCB”) assembly services primarily to original equipment manufacturers 

(“OEMs”) in security, transportation & logistics, gaming, aerospace & defense, medical device and other 

industrial markets.  Specializing in manufacturing complex assemblies on a high volume basis, the Company has 

accumulated significant process and design for manufacturing (“DFM”) expertise.  EMS include high level 

assembly of electronic components into a finished subassembly or assembly performed under a contract 

manufacturing agreement with an OEM.  XYZ provides full turnkey and consigned manufacturing, including 

DFM, supply chain management, materials management and logistics.  XYZ operates a 25,000 square foot 

manufacturing Facility located in Orange County, California serving mainly North American industrial markets 

with superior supply chain management and unparalleled quality, administered through its proprietary in-house 

Management Resource Planning (“MRP”) database platform. 

XYZ’s combines reliable, time-critical, industry-leading engineering expertise with advanced process and 

manufacturing technologies.  The Company plays an integral role in its customers’ product development and 

manufacturing strategies. 

The Company’s customers benefit from the following: 

Supply Chain Management—Leveraging its distinctive core strength, the Company has developed superior supply 

chain management expertise, which enables enhanced just-in- time purchasing, expediting and inventory control 

of electronic components.. XYZ’s inventory management and volume procurement capabilities contribute to cost 

reductions and reduce total cycle time. The Company provides a competitive edge to each of its customers by  

ensuring an efficient supply stream that focuses not only on cost, but also on availability of components and the 

component life cycle. 

Quality Assurance—XYZ’s quality control standards ensure that XYZ meets its customer requirements and 

assembly specifications.  OEMs often rely upon EMSPs to assure quality control for subassemblies, rather than 

providing their own quality control.  XYZ’s adherence to strict quality control standards and its investment in 

state-of-the-art production facilities and equipment have attracted and retained important customers with 

extremely rigid product quality standards.  XYZ is certified in both ISO 9001:2000 and ISO 13485 (medical 

devices); both are current and are audited annually by a certified external auditor. 

Manufacturing Capabilities—The Company provides design and engineering services; PCB assembly and test, 

including quick-turn prototype, cable and harness assembly, electronic interconnect assemblies, subassemblies 

and full systems integration (known as full box build), aftermarket repair and warranty services, and full materials 

management.  The Company’s competitive strengths lie in its ability to manufacture highly complex assemblies 

in short cycle times with smaller lot sizes (low volume/high mix with complex system integration), as well as the 

capacity to assemble product with longer cycle times and large lot sizes (high volume/low mix). 

Advanced manufacturing Technologies—XYZ’s management are committed to manufacturing process 

improvements and focus on enhancing existing capabilities as well as developing new technologies.  The 

Company considers itself eager to adopt advances in printed circuit board manufacturing technology, with four 
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fully-integrated, high-speed Fuji lines and two prototype lines.  Each high-speed line is coupled with the latest in 

ancillary equipment that has been carefully selected to produce the most complex assemblies: automatic board 

de-stackers; automated screen printers with computer display to monitor the solder masking; ten-stage reflow 

ovens; and full-color in-line AOI with solder inspection capabilities.  In addition, XYZ has added high-tech 

inspection and test equipment, such as an ERSA scope, 3-dimensional x-ray, and an environmental testing 

chamber.  Recently the Company added a Selective Solder, which is being used to exclusively solder the thru-

hole components for high-volume assemblies with lead-free requirements. 

Time-Critical Services—In addition to customized engineering solutions and advanced manufacturing 

technologies, XYZ specializes in providing time-critical, or quick-turn, printed circuit board engineering and 

manufacturing services.  The Company’s proprietary engineering, fabrication and customer service systems 

enable it to respond to customers’ needs with quick-turn services.  Personnel are trained and experienced in 

providing services with speed and precision. 
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Services & Capabilities 

As a premier Electronics manufacturing Services provider, XYZ provides complete manufacturing services and 

solutions to support the entire life cycle of products in the aerospace, defense, industrial, gaming, networking, 

transportation, and medical equipment market sectors requiring PCB assembly services. The Company provides 

design and engineering services; PCB assembly and test, including quick-turn prototype, cable and harness 

assembly, electronic interconnect assemblies, subassemblies and full systems integration (known as full box 

build), aftermarket repair and warranty services, and full materials management. The Company’s competitive 

strengths lie in its ability to manufacture highly complex assemblies in short cycle times with smaller lot sizes 

(low volume/high mix with complex system integration), as well as the capacity to assemble product with longer 

cycle times and large lot sizes (high volume/low mix). 

 

 

  

 

 

XYZ’s business strategy targets the capture of turnkey assemblies by providing customers with support 

throughout the entire manufacturing process, starting with the Design for Manufacturability (DFM) and 

progressing through material procurement, supply chain management, assembly, test and final  inspection. This 

strategy enables XYZ to reduce its customers’ costs while improving their time to market. The Company believes 

its success is dependent upon its ability to provide unique solutions tailored to match each of its customer’s 

specific requirements, while never neglecting the need to produce assemblies with the highest quality standards. 

Supply Chain Management—Supply chain management consists of purchasing, expediting and inventory control 

of electronic components and materials.  XYZ’s inventory management and volume procurement capabilities 

contribute to cost reductions and reduce total cycle time. The Company’s materials strategy is focused on 

leveraging its procurement volume while providing execution for maximum flexibility. When material 

obsolescence affects a customer’s designs, the Company’s experienced materials department provides 

recommendations on alternative components.  XYZ has developed innovative material planning relationships 

with a large network of distributors.  These relationships are supported by XYZ’s proprietary Management 

Resource Planning (“MRP”) software.  Additionally XYZ can provide its customers with extranet access to their 

assembly data to monitor PO fulfillment and shipping data, all in a real-time environment. Extranet integrity is 

maintained by secured access and tailored to the customer’s unique needs.  XYZ further complements its offerings 

by providing full logistics support, allowing the final assemblies to be shipping directly to the customer’s end 

user. Management believes this supply chain management differentiates XYZ as a resource to enhance customer’s 

cost-efficiency and time-to-market. 

Surface Mount Assembly—XYZ’s multiple Fuji lines are able to assemble boards of practically any size and 

complexity with speeds in excess of 52,000 components per hour, including the placement of fine pitch 
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components, ball grid arrays (“BGAs”), and placement on flex.  The Company assembles boards that are densely 

populated, flexible, single or double sided. in compliance with the latest IPC assembly standards. 

Conformal Coating—When required by the customer, the Company can provide conformal coatings, protecting 

customers’ assemblies from moisture and contaminants, preventing short circuits and corrosion of conductors and 

solder joints. 

Lead Free manufacturing—The Company is fully equipped to provide lead free assembly services. XYZ’s ability 

to manage both lead and lead-free component assemblies is a reflection of its tight monitoring and control of the 

entire PCB assembly and solder process. 

X-Ray Inspection—XYZ’s manufacturing services include complete 3-D X-ray inspection which reveals hidden 

defects not visible by standard inspection processes.  X-ray is also key to the analysis of the reflow process for 

BGAs. 

Ersa-Scope Inspection—XYZ’s ERSASCOPE 2 inspection system is specially designed to meet the specific 

inspection needs in a production environment.  The 90° optical head projects and image to a computer monitor,  

allowing inspectors to visualize defects and/or contaminants beneath placed BGAs. 

Wave Soldering—Used for through-hole assemblies, the manually populated printed circuit boards are 

subsequently run through wave solder. The solder wets to the exposed metallic areas of the board (those not 

protected with kapton tape), creating a reliable mechanical and electrical connection. 

Selective Solder—For mixed-technology assemblies (those with both SMT and thru-hole placements), XYZ 

utilizes the latest in automated solder assembly.  This process is much faster and reduces the variations that are 

found in manual soldering. 

Engineering & Design—XYZ coordinates and integrates its design, prototype and other engineering capabilities. 

Through this approach, the Company provides a broad range of engineering services, including dedicated 

production lines for prototypes. These services strengthen its relationships with manufacturing customers and 

attracts new customers requiring specialized engineering services. 

Product Testing—XYZ offers functional test and environmental stress testing that includes temperature and 

electronic cycle testing. These tests verify that electronic components have been properly placed and electrical 

continuity exists at the proper places on the PCB.  Functional testing is performed on separate test adapters and 

verifies that the PCB or integrated system is in compliance with customer specifications. 

Quality Assurance 

XYZ’s quality control standards ensure that XYZ meets its customer requirements and assembly specifications.  

OEMs often rely upon EMSPs to assure quality control for subassemblies, rather than providing their own quality 

control.  XYZ’s adherence to strict quality control standards and its investment in state-of-the-art production 

facilities and equipment have attracted and retained important customers with extremely rigid product quality 

standards. 

XYZ is certified in both ISO 9001:2000 and ISO 13485 (medical devices); both are current and are audited 

annually by a certified external auditor.  The following highlight the Company’s commitment to quality assurance: 
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Facilities & Equipment 

In 1996 XYZ moved into its present 25,000 square foot, modern production facility in Orange County, California, 

conveniently located within three miles of the airport, as highlighted in the table below.  This Facility currently 

has four fully-integrated, high-speed Fuji lines and two prototype lines.  Each high-speed line is coupled with the 

latest in ancillary equipment that has been carefully selected to produce the most complex assemblies: automatic 

board de-stackers; automated screen printers with computer display to monitor the solder masking; ten-stage 

reflow ovens; and full-color in-line AOI with solder inspection capabilities. 

In addition, XYZ has added high-tech inspection and test equipment, such as an ERSA scope, 3-dimensional x-

ray, and an environmental testing chamber.  The latest acquisition on the production floor this year was Selective 

Solder, which is being used to exclusively solder the thru-hole components for high-volume assemblies with lead-

free requirements. This one piece of machinery has eliminated the need for four hand assemblers, allowing the 

company to recoup the cost of this piece of equipment in less than nine months. 

 

 

 

XYZ Manufacturing, Inc. 

 

Six Manufacturing Lines: 

 Four High-Speed Lines, each with Fuji CP7s, capable of 52,000+ placements per hour 

 Two Prototype lines 

In-line inspection, utilizing Automated Optical Inspection on each manufacturing line. 

 X-ray and Ersa Scope 

 Wave Solder 

 Wash System with closed-loop filtration 

 

 

MAP 
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Surface Mount (SMT) Lines Fixed Fuji Head 

  

Source: XYZ  

 

Markets & Customers 

XYZ markets its services through a direct in-house sales force, with executive management an integral part of its 

sales and marketing objectives. The Company generally enters into  a manufacturing Agreement with its 

customers which govern the conduct of business between a customer and the Company relating to, among other 

things, the manufacture of products which in many cases were previously produced by the customer itself. Such 

arrangements generally identify the specific products to be manufactured, quality and production requirements, 

product pricing and materials management. 

The Company’s key customer accounts are supported by a dedicated team, including an account manager who is 

directly responsible for account management.  Account managers coordinate activities across divisions to 

effectively satisfy customer requirements and have direct access to executive management to quickly address 

customer concerns. 

The following table highlights the Company’s historical sales volume and customer count: 

 

XYZ Revenue by Product Category XYZ Historic Customer Count 

  

Source: XYZ  

 

The Company has maintained a steady yet varying base of approximately five top customers, accounting for 

roughly $5 million in combined revenues, or between 65% to 72% of total revenues for each of the past three 

years and year to date for 2007.  Future sales are dependent on the success of XYZ’s customers, some of which 
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operate in businesses associated with rapid technological change and consequent product obsolescence. 

Developments adverse to major customers or their products, or the failure of a major customer to pay for 

components or services, could have an adverse effect on the Company. 

The following table highlights the Company’s historic customer makeup: 

 

Customer Industry 2004 2005 2006 7/31/2007 

A Software 16.0% 20.5% 27.7% 14.3% 

B Transportation 30.2% 18.3% 15.5% 23.3% 

C Gaming 13.5% 15.2% 13.2% 5.3% 

D Aviation Security 5.6% 10.4% 11.1% 9.3% 

E Defense 4.2% 9.0% 5.2% 11.6% 

F Scientific 5.9% 4.8% 5.1% 0.0% 

G Gaming 0.0% 0.0% 0.0% 20.5% 

Other Various 24.6% 21.8% 22.2% 15.7% 

Total  100.0% 100.0% 100.0% 100.0% 

Source: XYZ 

 

Suppliers & Raw Materials 

XYZ maintains a network of suppliers of components and other materials used in its operations.  The Company 

procures components when a purchase order or forecast is received from a customer and occasionally utilizes 

components or other materials for which a supplier is the single source of supply.  If any of these single source 

suppliers were to be unable to provide these materials, a shortage of these components could temporarily interrupt 

operations and lower profits until such time as an alternate component could be identified and qualified for use. 

Although the Company experiences component shortages and longer lead times for various components from 

time to time, it has generally been able to reduce the impact of the component shortages by working with 

customers to reschedule deliveries, by working with suppliers to provide the needed components using just-in-

time inventory programs, or by purchasing components at somewhat higher prices from distributors, rather than 

directly from manufacturers.  In addition, by developing long-term relationships with suppliers, the Company has 

been better able to minimize the effects of component shortages compared to manufacturers without such 

relationships. These procedures reduce, but do not eliminate, inventory risk. 

Markets & Customers 

The Company believes that its domestic manufacturing presence increases its ability to be responsive to 

customers’ needs by providing accelerated time-to-market and time-to-volume production of high quality 

products.  These capabilities should enable the Company to build stronger strategic relationships with its 

customers and to become a more integral part of their operations.  XYZ’s customers face challenges in planning, 

procuring and managing their inventories efficiently due to fluctuations in customer demand, product design 

changes, short product life cycles and component price fluctuations. 

XYZ employs production management systems through its proprietary MRP software to manage customers’ 

procurement and manufacturing processes in an efficient and cost-effective manner so that, where possible, 

components arrive on a just-in-time, as-and-when needed basis.  The Company is a significant purchaser of 

electronic components and other raw materials, and can capitalize on the economies of scale associated with its 

relationships with suppliers to negotiate price discounts, obtain components and other raw materials that are in 

short supply, and return excess components.  XYZ’s expertise in supply chain management and its relationships 

with suppliers across the supply chain enable it to reduce its customers’ cost of goods sold and inventory exposure. 



Project Circuit Confidential Information Memorandum 

The Company  | 16 

Sales and Marketing 

XYZ’s Sales and Marketing team develops close working relationships with customers, beginning with the design 

phase and throughout all stages of production. Sales and marketing efforts are focused on building and sustaining 

long-term relationships with its customers’ key personnel. 

The company’s sales strategy is to target: 

 Technology-based companies with minimal manufacturing capabilities requiring “one stop shopping” 

services in rapidly evolving sectors 

 OEMS that require the outsourcing services in which XYZ specializes 

XYZ’s ability to provide complete manufacturing services and solutions to support the entire life cycle of complex 

assemblies, coupled with the company’s unique focus on the underserved high-mix needs of the marketplace, 

differentiates XYZ from other EMS Providers. 

Competition 

The electronics manufacturing services XYZ provides are available from many independent sources as well as 

from the in-house manufacturing capabilities of current and potential customers.  The Company’s competitors 

include a wide variety of large, global EMS providers as well as smaller, regional based job shops providing a 

more limited service offering, who may be more established in the industry and have substantially greater 

financial, manufacturing or marketing resources than it does.  Management believes that the principal competitive 

factors in its targeted markets are engineering capabilities, product quality, flexibility, cost and timeliness in 

responding to design and schedule changes, reliability in meeting product delivery schedules, pricing, 

technological sophistication and geographic location. 

Government Regulation 

XYZ’s operations are subject to certain foreign, federal, state and local regulatory requirements relating to 

security clearance, environmental, waste management, and health and safety matters.  Management believes the 

Company operates in substantial compliance with all applicable requirements.  However, material costs and 

liabilities may arise from these requirements or from new, modified or more stringent requirements, which could 

affect earnings and competitive position.  In addition, XYZ’s past, current and future operations may give rise to 

claims of exposure by employees or the public or to other claims or liabilities relating to environmental, waste 

management or health and safety concerns. 

The Company periodically generates and temporarily handles limited amounts of materials that are considered 

hazardous waste under applicable law.  XYZ contracts for the off-site disposal of these materials and has 

implemented a waste management program to address related regulatory issues. 
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Historical Results of Operations 

For presentation in the Confidential Information Memorandum, the financial statements of XYZ Manufacturing, 

Inc. have been adjusted to reflect (i) owners’ discretionary expenditures not related to the business (ii) expenses 

not recurring in the normal course of business and (iii) to normalize the presentation of historical income 

statements and balance sheets in a comparative manner. 

Revenues 
XYZ recognizes revenue from the sale of circuit board assemblies, systems and excess inventory when the goods 

are shipped, title and risk of ownership have passed, the price to the buyer is fixed and determinable and is 

reasonably assured.  To a lesser extent, revenue is also recognized from non-manufacturing services, such as 

product design, circuit board layout, and test development.  Service related revenues are recognized when the 

service is rendered and the costs related to these services are expensed as incurred.  The Company assumes no 

significant obligations after product shipment as it typically warrants workmanship only. 

Revenues for the latest fiscal year ended December 31, 2006 increased 4.6% to $7 million compared to $6.7 

million for the same period of 2004, while experiencing a $7.5 million in 2005.  The increase in sales reflects 

revenues from both existing and new customers.  Sales to XYZ’s largest customer, Blackboard, Inc., represented 

27.7% of sales in 2006 compared to 20.5% of sales in 2005.  Looking forward to 2007, the Company anticipates 

that revenues from its top customer will continue to expand. 

The following charts highlight the Company’s historic and estimated 2007 revenue and growth rates: 

 

Historic Revenues Historic Revenue Growth Rates 

  
Source: XYZ ($ millions)  
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Cost of Sales 
Cost of Sales includes the cost of materials, electronic components and other materials that comprise the products 

the Company manufactures and adjustments for excess and obsolete inventory.  Procurement of materials for 

production requires the Company to commit significant working capital to operations and to manage the 

purchasing, receiving, inspection and stocking of materials.  Although XYZ bears the risk of fluctuations in the 

cost of materials and excess scrap, it periodically negotiates cost of materials adjustments with customers.  

Revenue from each product manufactured includes the total of the costs of materials allocated to that product. 

Gross margin for any product depends on the sales price, the proportionate mix of the cost of materials in the 

product and the cost of labor and manufacturing overhead allocated to the product.  As the Company gains 

experience in manufacturing a product, it usually achieves increased efficiencies, which result in lower labor and 

manufacturing overhead costs for that product and higher gross margins. 

The following table highlights the Company’s Cost of Sales over the historic period: 

 

Cost of Sales Cost of Sales as Percent of Revenues 

  
Source: XYZ  
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Operating Expenses 

Operating Expenses include the Company’s selling, general and administrative expenses in addition to all labor, 

facilities and production related expenditures. 

The following table highlights the Company’s historical operating expenses: 

 

Operating Expenses Operating Expenses as Percent of Revenues 

  
Source: XYZ  
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Historical Income Statements 

 

Historical Income Statements with Adjustments 

 

 

 

  

Schedule 1

Note Reported Adj. Adjusted Reported Adj. Adjusted Reported Adj. Adjusted Reported Adj. Adjusted

Revenue 6,691.6$   - 6,691.6$  7,470.9$   - 7,470.9$  6,996.6$   - 6,996.6$  5,521.8$   - 5,521.8$  

Cost of Sales

Materials 3,001.4     - 3,001.4    2,803.3     - 2,803.3    2,799.3     - 2,799.3    2,387.1     - 2,387.1    

Inventory Gain/Loss -             - -            474.9        - 474.9       (113.9)      - (113.9)     (725.7)      - (725.7)     

Freight - I/B Std. Delivery 20.6          - 20.6         14.4          - 14.4         29.7          - 29.7         14.8          - 14.8         

Freight - I/B Express Delivery 18.4          - 18.4         21.7          - 21.7         10.2          - 10.2         11.6          - 11.6         

Freight - O/B UPS/FedX 11.1          - 11.1         16.0          - 16.0         8.8            - 8.8           7.1            - 7.1           

Freight - Packaging/Boxes 33.3          - 33.3         35.7          - 35.7         34.9          - 34.9         31.0          - 31.0         

Purchase Discounts (13.0)        - (13.0)       (0.2)          - (0.2)         (3.8)          - (3.8)         (6.2)          - (6.2)         

Purchase Surcharges 0.5            - 0.5           0.1            - 0.1           0.2            - 0.2           -             - -            

Total COGS 3,072.2     - 3,072.2    3,366.0     - 3,366.0    2,765.4     - 2,765.4    1,719.7     - 1,719.7    

Total Gross Profit 3,619.3     - 3,619.3    4,104.9     - 4,104.9    4,231.2     - 4,231.2    3,802.1     - 3,802.1    

% of Revenue 54.1% 54.1% 54.9% 54.9% 60.5% 60.5% 68.9% 68.9%

Operating Expenses

Auto Expense (1) 9.4           (6.9) 2.4           16.9         (14.7) 2.2           8.8           (6.2) 2.6           6.0           (4.7) 1.3           

Bank Service Charges (2) 2.1            - 2.1           1.4            - 1.4           0.6            - 0.6           6.9           (6.8) 0.1           

Company Related 9.4            - 9.4           14.3          - 14.3         10.6          - 10.6         0.3            - 0.3           

Commission Expense (3) 60.0         (60.0) -            261.0       (261.0) -            248.4       (248.4) -            114.2       (114.2) -            

Dues & Subscriptions 5.4            - 5.4           9.7            - 9.7           11.2          - 11.2         4.5            - 4.5           

Employee Benefits (4) 85.2         (4.9) 80.4         154.6       (8.8) 145.8       166.2       (4.0) 162.2       104.9       (1.8) 103.1       

Insurance 42.5          - 42.5         53.9          - 53.9         67.5          - 67.5         58.4          - 58.4         

Janitorial Supplies 4.0            - 4.0           4.8            - 4.8           5.7            - 5.7           4.0            - 4.0           

Lease 189.1        - 189.1       156.0        - 156.0       223.8        - 223.8       69.4          - 69.4         

Machine Tooling 33.9          - 33.9         26.3          - 26.3         27.9          - 27.9         18.6          - 18.6         

Marketing & Promotions 10.9          - 10.9         14.6          - 14.6         1.0            - 1.0           0.1            - 0.1           

Meals & Entertainment (5) 12.2         (4.1) 8.1           11.8         (5.0) 6.8           12.8         (4.0) 8.7           5.1           (4.1) 1.0           

Miscellaneous (6) 38.4         (6.6) 31.8         21.7         (2.6) 19.1         4.0           (2.4) 1.6           28.4         (14.3) 14.1         

Office Expense 13.8          - 13.8         9.8            - 9.8           12.9          - 12.9         9.0            - 9.0           

Payroll (7) 1,572.7    138.5 1,711.2    2,014.0    218.8 2,232.9    1,991.1    127.6 2,118.7    1,490.7    102.8 1,593.5    

Postage / Lease 3.1            - 3.1           3.0            - 3.0           1.8            - 1.8           1.6            - 1.6           

Production Sundries 127.9        - 127.9       123.1        - 123.1       106.2        - 106.2       122.1        - 122.1       

Professional Fees 34.7          - 34.7         92.3          - 92.3         112.4        - 112.4       29.9          - 29.9         

Property Taxes 39.2          - 39.2         79.4          - 79.4         46.9          - 46.9         3.5            - 3.5           

Recruiting 3.4            - 3.4           7.8            - 7.8           15.9          - 15.9         6.6            - 6.6           

Repairs & Maintenance (8) 191.7       (140.3) 51.5         144.9       (70.3) 74.6         266.4       (50.0) 216.4       101.4       (5.9) 95.6         

Sales Tax 10.5          - 10.5         12.4          - 12.4         14.5          - 14.5         7.8            - 7.8           

Security & Alarm 5.4            - 5.4           1.7            - 1.7           33.1          - 33.1         1.1            - 1.1           

Telephone (9) 22.6         (3.0) 19.6         28.8         (3.0) 25.8         29.5         (3.0) 26.5         19.0         (1.5) 17.5         

Tools 1.9            - 1.9           8.2            - 8.2           8.5            - 8.5           6.8            - 6.8           

Travel (10) 145.9       (136.5) 9.4           142.5       (128.3) 14.2         80.5         (72.8) 7.7           8.0           (7.2) 0.8           

Tuition Reimbursement -             - -            -             - -            6.5            - 6.5           -             - -            

Utilities 81.7          - 81.7         110.0        - 110.0       112.2        - 112.2       86.6          - 86.6         

Vacation (11) -             - -            32.8         (32.8) -            -             - -            -             - -            

Total Operating Expenses 2,757.4    (223.8) 2,533.5    3,557.9    (307.7) 3,250.2    3,626.9    (263.2) 3,363.7    2,314.9    (57.6) 2,257.3    

Other Operating Income 0.6            - 0.6           2.3            - 2.3           3.2            - 3.2           0.5            - 0.5           

Gain (Loss) on Sale (Operating) -             - -            (0.4)          - (0.4)         -             - -            -             - -            

EBITDA 862.6      223.8 1,086.4   549.0      307.7 856.7      607.4      263.2 870.7      1,487.7   57.6 1,545.3   

% of Revenue 12.9% 16.2% 7.3% 11.5% 8.7% 12.4% 26.9% 28.0%

Depreciation 179.8        - 179.8       153.6        - 153.6       176.9        - 176.9       142.1        - 142.1       

Amortization -             - -            -             - -            -             - -            -             - -            

EBIT 682.8       223.8 906.6       395.4       307.7 703.1       430.5       263.2 693.8       1,345.6    57.6 1,403.3    

% of Revenue 10.2% 13.5% 5.3% 9.4% 6.2% 9.9% 24.4% 25.4%

Non-Operating Income -             - -            -             - -            -             - -            -             - -            

Gain (Loss) on Sale (Non-Operating) -             - -            -             - -            -             - -            -             - -            

Other Expenses (7) 138.5       (138.5) -            218.8       (218.8) -            127.6       (127.6) -            102.8       (102.8) -            

Interest (12) 74.9         (19.1) 55.7         156.4       (96.6) 59.8         171.0       (109.5) 61.5         79.4         (42.3) 37.1         

Pretax Income 469.4       381.5 850.9       20.2         623.1 643.3       132.0       500.3 632.3       1,163.4    202.8 1,366.2    

% of Revenue 7.0% 12.7% 0.3% 8.6% 1.9% 9.0% 21.1% 24.7%

Taxes 20.8          - 20.8         -             - -            -             - -            -             - -            

Net Income 448.6       381.5 830.1       20.2         623.1 643.3       132.0       500.3 632.3       1,163.4    202.8 1,366.2    

% of Revenue 6.7% 12.4% 0.3% 8.6% 1.9% 9.0% 21.1% 24.7%

August 31, 20072004 2005 2006
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Historical Income Statement Adjustment Details 

 

 

 

  

Note Adjustment Detail 2004 2005 2006 Interim

(1) Remove Owner's Personal Auto Expense (6.9) (14.7) (6.2) (4.7)

(2) Remove Owner's Personal Note Renewal Fee  -  -  - (6.8)

(3) Remove Owner's Discretionary Income (60.0) (261.0) (248.4)  -

(4) Remove Owner's Discretionary Personal Expenses (4.9) (8.8) (4.0) (1.8)

(5) Remove Owner's Personal Meals & Entertainment (4.1) (5.0) (4.0) (4.1)

(6) Remove Owner's Personal Miscellaneous Expenditures (6.6) (2.6) (2.4) (14.3)

(7) Reclassify Owner's Compensation from Other Expense 138.5 218.8 127.6 90.2

(8) Remove Owner's Residential Repairs & Maintenance (140.3) (70.3) (50.0) (5.9)

(9) Remove Owner's Personal Cell Phone Expenses (3.0) (3.0) (3.0) (1.5)

(10) Remove Owner's Personal Travel Expenses (12.5) (17.7) (6.4) (7.2)

Remove Owner's Personal Jet Expenses (124.0) (110.6) (66.4)  -

Subtotal (136.5) (128.3) (72.8) (7.2)

(11) Remove Owner's Discretionary Vacation Expense  - (32.8)  -  -

(7) Reclassify Owner's Compensation to Payroll (138.5) (218.8) (127.6) (90.2)

(12) Remove Owner's Personal Loan Interest Expense (19.1) (96.6) (109.5) (42.3)

Total (381.5) (623.1) (500.3) (81.8)
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Combined Common Sized Adjusted Historical Income Statements 

 

 

 

  

Schedule 2

Adjusted % of Revenue Adjusted % of Revenue Adjusted % of Revenue Adjusted % of Revenue

Revenue 6,691.6$     100.0% 7,470.9$     100.0% 6,996.6$     100.0% 5,521.8$     100.0%

Cost of Sales

Materials 3,001.4       44.9% 2,803.3       37.5% 2,799.3       40.0% 2,387.1       43.2%

Inventory Gain/Loss -                0.0% 474.9          6.4% (113.9)         -1.6% (725.7)         -13.1%

Freight - I/B Std. Delivery 20.6            0.3% 14.4            0.2% 29.7            0.4% 14.8            0.3%

Freight - I/B Express Delivery 18.4            0.3% 21.7            0.3% 10.2            0.1% 11.6            0.2%

Freight - O/B UPS/FedX 11.1            0.2% 16.0            0.2% 8.8              0.1% 7.1              0.1%

Freight - Packaging/Boxes 33.3            0.5% 35.7            0.5% 34.9            0.5% 31.0            0.6%

Purchase Discounts (13.0)           -0.2% (0.2)             0.0% (3.8)             -0.1% (6.2)             -0.1%

Purchase Surcharges 0.5              0.0% 0.1              0.0% 0.2              0.0% -                0.0%

Total COGS 3,072.2       45.9% 3,366.0       45.1% 2,765.4       39.5% 1,719.7       31.1%

Total Gross Profit 3,619.3       54.1% 4,104.9       54.9% 4,231.2       60.5% 3,802.1       68.9%

Operating Expenses

Auto Expense 2.4              0.0% 2.2              0.0% 2.6              0.0% 1.3              0.0%

Bank Service Charges 2.1              0.0% 1.4              0.0% 0.6              0.0% 0.1              0.0%

Company Related 9.4              0.1% 14.3            0.2% 10.6            0.2% 0.3              0.0%

Commission Expense -                0.0% -                0.0% -                0.0% -                0.0%

Dues & Subscriptions 5.4              0.1% 9.7              0.1% 11.2            0.2% 4.5              0.1%

Employee Benefits 80.4            1.2% 145.8          2.0% 162.2          2.3% 103.1          1.9%

Insurance 42.5            0.6% 53.9            0.7% 67.5            1.0% 58.4            1.1%

Janitorial Supplies 4.0              0.1% 4.8              0.1% 5.7              0.1% 4.0              0.1%

Lease 189.1          2.8% 156.0          2.1% 223.8          3.2% 69.4            1.3%

Machine Tooling 33.9            0.5% 26.3            0.4% 27.9            0.4% 18.6            0.3%

Marketing & Promotions 10.9            0.2% 14.6            0.2% 1.0              0.0% 0.1              0.0%

Meals & Entertainment 8.1              0.1% 6.8              0.1% 8.7              0.1% 1.0              0.0%

Miscellaneous 31.8            0.5% 19.1            0.3% 1.6              0.0% 14.1            0.3%

Office Expense 13.8            0.2% 9.8              0.1% 12.9            0.2% 9.0              0.2%

Payroll 1,711.2       25.6% 2,232.9       29.9% 2,118.7       30.3% 1,593.5       28.9%

Postage / Lease 3.1              0.0% 3.0              0.0% 1.8              0.0% 1.6              0.0%

Production Sundries 127.9          1.9% 123.1          1.6% 106.2          1.5% 122.1          2.2%

Professional Fees 34.7            0.5% 92.3            1.2% 112.4          1.6% 29.9            0.5%

Property Taxes 39.2            0.6% 79.4            1.1% 46.9            0.7% 3.5              0.1%

Recruiting 3.4              0.1% 7.8              0.1% 15.9            0.2% 6.6              0.1%

Repairs & Maintenance 51.5            0.8% 74.6            1.0% 216.4          3.1% 95.6            1.7%

Sales Tax 10.5            0.2% 12.4            0.2% 14.5            0.2% 7.8              0.1%

Security & Alarm 5.4              0.1% 1.7              0.0% 33.1            0.5% 1.1              0.0%

Telephone 19.6            0.3% 25.8            0.3% 26.5            0.4% 17.5            0.3%

Tools 1.9              0.0% 8.2              0.1% 8.5              0.1% 6.8              0.1%

Travel 9.4              0.1% 14.2            0.2% 7.7              0.1% 0.8              0.0%

Tuition Reimbursement -                0.0% -                0.0% 6.5              0.1% -                0.0%

Utilities 81.7            1.2% 110.0          1.5% 112.2          1.6% 86.6            1.6%

Vacation -                0.0% -                0.0% -                0.0% -                0.0%

Total Operating Expense 2,533.5       37.9% 3,250.2       43.5% 3,363.7       48.1% 2,257.3       40.9%

Other Operating Income 0.6              0.0% 2.3              0.0% 3.2              0.0% 0.5              0.0%

Gain (Loss) on Sale (Operating) -                0.0% (0.4)             0.0% -                0.0% -                0.0%

EBITDA 1,086.4       16.2% 856.7          11.5% 870.7          12.4% 1,545.3       28.0%

Depreciation 179.8          2.7% 153.6          2.1% 176.9          2.5% 142.1          2.6%

Amortization -                0.0% -                0.0% -                0.0% -                0.0%

EBIT 906.6          13.5% 703.1          9.4% 693.8          9.9% 1,403.3       25.4%

Interest 55.7            0.8% 59.8            0.8% 61.5            0.9% 37.1            0.7%

Pretax Income 850.9          12.7% 643.3          8.6% 632.3          9.0% 1,366.2       24.7%

Taxes 20.8            0.3% -                0.0% -                0.0% -                0.0%

Net Income 830.1          12.4% 643.3          8.6% 632.3          9.0% 1,366.2       24.7%

August 31, 20072005 20062004
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Historical Balance Sheets 

 

Adjusted Historical Balance Sheets 

 

 

 

  

Schedule 3

Note Reported Adj. Adjusted Reported Adj. Adjusted Reported Adj. Adjusted Reported Adj. Adjusted

Assets

Current Assets

Cash (and cash equivalents) 326.2$     - 326.2$    235.4$     - 235.4$    (107.2)$    - (107.2)$   474.5$    - 474.5$    

Accounts Receivable 772.9       - 772.9      1,134.7    - 1,134.7   991.3       - 991.3      1,048.9   - 1,048.9   

Inventory 713.5       - 713.5      717.8       - 717.8      467.4       - 467.4      855.9      - 855.9      

A/R Ditron Corp. (1) 184.7      (184.7) -            -             - -            150.4      (150.4) -            150.4     (150.4) -            

Inventory Allowance (34.0)        - (34.0)       (24.0)        - (24.0)       (24.0)        - (24.0)       (24.0)      - (24.0)       

Due from Employees 0.1           - 0.1          -             - -            (0.1)          - (0.1)         0.7          - 0.7          

Total Current Assets 1,963.4   (184.7) 1,778.8   2,064.0    - 2,064.0   1,477.7   (150.4) 1,327.3   2,506.3  (150.4) 2,355.9   

Non-Current Assets

Fixed Assets - Net 629.7       - 629.7      382.8       - 382.8      633.3       - 633.3      1,052.4   - 1,052.4   

Total Non-Current Assets 629.7       - 629.7      382.8       - 382.8      633.3       - 633.3      1,052.4   - 1,052.4   

Total Assets 2,593.1 (184.7) 2,408.5 2,446.8  - 2,446.8 2,111.1 (150.4) 1,960.7 3,558.8 (150.4) 3,408.4

Liabilities & Equity

Current Liabilities

Accounts Payable 418.8       - 418.8      716.3       - 716.3      331.0       - 331.0      888.1      - 888.1      

Line of Credit (2) 665.2      (665.2) -            463.0      (463.0) -            311.0      (311.0) -            251.0     (251.0) -            

Advances, Accrued Expenses 50.7         - 50.7        231.3       - 231.3      160.9       - 160.9      123.5      - 123.5      

Accounts Payable - Ditron Corp. (3) -             - -            261.0      (261.0) -            304.3      (304.3) -            94.0       (94.0) -            

Total Current Liabilities 1,134.7   (665.2) 469.5      1,671.6   (724.0) 947.6      1,107.2   (615.3) 491.9      1,356.6  (345.0) 1,011.6   

Non-Current Liabilities

Long-Term Debt 764.4       - 764.4      527.9       - 527.9      702.3       - 702.3      299.4      - 299.4      

Notes Payable - John Dinovo (4) 183.5      (183.5) -            139.9      (139.9) -            62.4        (62.4) -            -           - -            

Total Non-Current Liabilities 947.9      (183.5) 764.4      667.8      (139.9) 527.9      764.6      (62.4) 702.3      299.4      - 299.4      

Total Liabilities 2,082.6   (848.7) 1,234.0 2,339.4   (863.9) 1,475.5 1,871.9   (677.7) 1,194.2 1,656.1  (345.0) 1,311.0

Stockholders' Equity 510.5      664.0 1,174.5 107.4      863.9 971.3 239.2      527.3 766.5 1,902.7  194.6 2,097.4

Total Liabilities & Equity 2,593.1   (184.7) 2,408.5 2,446.8    - 2,446.8 2,111.1   (150.4) 1,960.7 3,558.8  (150.4) 3,408.4

2004 2005 2006 August 31, 2007
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Historical Balance Sheet Adjustment Details 

 

 

 

 

Note Adjustment Detail 2004 2005 2006 Interim

(1) Eliminate Inter Company Transactions (184.7)  - (150.4) (150.4)

(2) Remove Related Party Loan (665.2) (463.0) (311.0) (275.0)

(3) Eliminate Inter Company Transactions  - (261.0) (304.3) (32.3)

(4) Remove Related Party Notes (183.5) (139.9) (62.4)  -
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Organization 
Organization 

As of July 20, 2007, XYZ has 65 full-time employees. XYZ maintains a flat organizational structure: six of the 

60 employees are managers who report to the CEO; two supervisors report to the production and materials 

manager; the rest of the staff is comprised of both exempt and non-exempt assembly and administrative personnel. 

XYZ has hired fifteen new employees since the first of the year, with additional requisitions for five additional 

assemblers for various production departments. By the end of 2007, XYZ expects to have 80 full-time employees. 

The company is unique in that it does not hire temporary staff from employment agencies nor are there any part-

time positions. 

The state of California is an “at-will” employment state, as well as a “right-to-work” state; therefore, none of 

XYZ’s employees are subject to any employment contracts or collective bargaining agreements.  XYZ provides 

excellent benefits, some of which are partially funded by the company: health, dental and vision insurance; 

company-paid life insurance; company-paid LTD for exempt personnel; STD benefits available on a voluntary 

basis; 401(k) with a company match; Cafeteria POP plan for premium tax savings; and a voluntary life insurance 

program for those employees requiring higher limits of life insurance. 

XYZ boasts high employee retention: this year two of the Company’s employees will celebrate their 12-year 

anniversaries and five personnel will celebrate their 10-year anniversaries.  Management believes this long tenure 

of employment is maintained by positive relationships between management and staff, a healthy working 

environment, competitive wages and excellent benefits. 

Management Team 

The following table highlights the Company’s management team: 

 

Name Functional Area Ownership 

 President 100% 

 Sales & Marketing 0% 

 Production & Engineering 0% 

 Quality Assurance 0% 

 Materials 0% 

 Information Technology 0% 
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Organizational Chart 
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Financial 

Outlook 
Financial Outlook 

The Company believes that its customized engineering solutions, quality assurance, manufacturing capabilities 

and other competitive advantages provide a unique growth opportunity for a potential buyer due to: (i) its strategic 

market positioning; (ii) the domestic volume of customized industrial printed circuit boards; (iii) favorable market 

and customer economics; and (iv) additional revenue generating and value creation opportunities that are 

embedded in the Company’s core business model.  XYZ’s progress to date has established a substantial growth 

platform that is easily capable of generating sustainable and profitable growth by expanding on its already large 

number of customers with a long-term horizon. 

Management believes that the immense EMS markets, within the United States and across the Globe, represent a 

significant EBITDA expansion opportunity.  The Company intends to drive EBITDA growth through both 

immediate and long-term cost saving and revenue enhancing initiatives in conjunction with a balanced capital 

improvement budget.  Assuming these initiatives are fully implemented, the Company projects revenues of $10.0 

million and EBITDA of $2.0 million for 2007.  XYZ’s reputation and presence within the market will continue 

to expand revenue and EBITDA through continued sales to existing and new customers.  By expanding its base 

of commercial and industrial customers, the Company expects revenue to reach $17.6 million by 2012, and 

EBITDA to reach $3.5 million (20.0% of revenue). 

Summary of Assumptions 

The accompanying Projected Financial Results (“PFR”), including forecast income statements, balance sheets 

and cash flow statements, have been prepared by the Company’s management on the basis of certain assumptions, 

estimates, projections and forecasts, which it believes are reasonable.  Accordingly, the PFR reflect management’s 

judgment as of September 15, 2007 of the expected conditions and its expected course of action.  The assumptions 

disclosed herein are those management believes are significant.  However, these assumptions are subject to 

variation and uncertainty, and are largely dependent on factors that are outside the control of the Company.  

Accordingly, there can be no assurance that the projected results will actually be achieved.  There will be 

differences between projected and actual results, because events and circumstances frequently do not occur as 

expected, and those differences can be material.  The Company’s independent accountants have not examined or 

compiled the projections presented herein and, accordingly, assume no responsibility for them.  The projections 

were not prepared with a view to public disclosure or compliance with published guidelines of the Securities and 

Exchange Commission or the guidelines established by the American Institute of Certified Public Accountants.  

The Company reserves the right to conduct business in a manner different from that set forth in the assumptions 

as changing circumstances may require.  PFR statements begin December 2007 and conclude December 2012. 

 

  



Project Circuit Confidential Information Memorandum 

Financial Outlook  | 28 

Projected Financial Outlook 

Given the Company’s revenue growth, cost cutting and infrastructure positioning initiatives, management 

believes XYZ is well positioned to experience material earnings growth over the next five years and well beyond, 

as highlighted in the following charts: 

 

XYZ Historic & Projected Revenue ($000) XYZ Historic & Projected EBITDA ($000) 

  
Source: XYZ  
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Projected Income Statements 

 

 

Source: XYZ 

 

 

Schedule 4

Base Year

Interim

2004 2005 2006 8/31/2007 2007 2008 2009 2010 2011 2012

Revenue 6,691.6$   7,470.9$   6,996.6$   5,521.8$    10,000.0$  11,200.0$   12,544.0$   14,049.3$   15,735.2$   17,623.4$   

% Growth 11.6% -6.3% 42.9% 12.0% 12.0% 12.0% 12.0% 12.0%

Total Cost of Sales 3,072.2     3,366.0     2,765.4     1,719.7      4,000.0      4,480.0       5,017.6       5,619.7       6,294.1       7,049.4       

% of Sales 45.9% 45.1% 39.5% 31.1% 40.0% 40.0% 40.0% 40.0% 40.0% 40.0%

Gross Profit 3,619.3     4,104.9     4,231.2     3,802.1      6,000.0      6,720.0       7,526.4       8,429.6       9,441.1       10,574.1     

% of Sales 54.1% 54.9% 60.5% 68.9% 60.0% 60.0% 60.0% 60.0% 60.0% 60.0%

Operating Expenses 2,533.5     3,250.2     3,363.7     2,257.3      4,000.0      4,256.0       4,641.3       5,057.7       5,507.3       5,992.0       

% of Sales 37.9% 43.5% 48.1% 40.9% 40.0% 38.0% 37.0% 36.0% 35.0% 34.0%

Other Operating Income 0.6            2.3            3.2            0.5             -               -               -               -               -               -               

Gain (Loss) on Sale -             (0.4)          -             -               -               -               -               -               -               -               

EBITDA 1,086.4    856.7       870.7       1,545.3     2,000.0     2,464.0      2,885.1      3,371.8      3,933.8      4,582.1      

% of Sales 16.2% 11.5% 12.4% 28.0% 20.0% 22.0% 23.0% 24.0% 25.0% 26.0%

Depreciation 179.8        153.6        176.9        142.1         185.6         205.9          225.9          245.9          19.6            100.0          

Amortization -             -             -             -               -               -               -               -               -               -               

EBIT 906.6        703.1        693.8        1,403.3      1,814.4      2,258.1       2,659.2       3,125.9       3,914.2       4,482.1       

% of Sales 13.5% 9.4% 9.9% 25.4% 18.1% 20.2% 21.2% 22.2% 24.9% 25.4%

Non-Operating Income -             -             -             -               -               -               -               -               -               -               

Gain (Loss) on Sale -             -             -             -               -               -               -               -               -               -               

Other Expense -             -             -             -               -               -               -               -               -               -               

Interest 55.7          59.8          61.5          37.1           -               -               -               -               -               -               

Pretax Profits 850.9        643.3        632.3        1,366.2      1,814.4      2,258.1       2,659.2       3,125.9       3,914.2       4,482.1       

% of Sales 12.7% 8.6% 9.0% 24.7% 18.1% 20.2% 21.2% 22.2% 24.9% 25.4%

Taxes 20.8          -             -             -               -               -               -               -               -               -               

Net Income 830.1        643.3        632.3        1,366.2      1,814.4      2,258.1       2,659.2       3,125.9       3,914.2       4,482.1       

% of Sales 12.4% 8.6% 9.0% 24.7% 18.1% 20.2% 21.2% 22.2% 24.9% 25.4%

Pro FormaAdjusted
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Projected Balance Sheets 

 

 

Source: XYZ 

 

 

 

Schedule 5

Base Year

2004 2005 2006 8/31/07 2007 2008 2009 2010 2011 2012

Assets

Current Assets

Cash (and cash equivalents) 326.2$  235.4$  (107.2)$ 474.5$  576.3$      610.9$   647.5$   686.4$   727.6$   771.2$   

Accounts Receivable 772.9    1,134.7 991.3    1,048.9 821.9        920.5     1,031.0  1,154.7  1,293.3  1,448.5  

Inventory 713.5    717.8    467.4    855.9    750.0        840.0     940.8     1,053.7  1,180.1  1,321.8  

A/R Ditron Corp. -          -          -          -          -              -           -           -           -           -           

Inventory Allowance (34.0)     (24.0)     (24.0)     (24.0)     -              -           -           -           -           -           

Due from Employees 0.1        -          (0.1)       0.7        -              -           -           -           -           -           

Total Current Assets 1,778.8 2,064.0 1,327.3 2,355.9 2,148.2     2,371.4  2,619.3  2,894.8  3,201.0  3,541.5  

Non-Current Assets

Fixed Assets - Net 629.7    382.8    633.3    1,052.4 547.4        441.5     315.6     169.6     250.0     250.0     

Total Non-Current Assets 629.7    382.8    633.3    1,052.4 547.4        441.5     315.6     169.6     250.0     250.0     

Total Assets 2,408.5 2,446.8 1,960.7 3,408.4 2,695.6 2,812.9 2,934.9 3,064.4 3,451.0 3,791.5

Liabilities & Equity

Current Liabilities

Accounts Payable 418.8    716.3    331.0    888.1    658.0        736.0     825.0     924.0     1,035.0  1,159.0  

Advances, Accrued Expenses 50.7      231.3    160.9    123.5    250.0        280.0     314.0     351.0     393.0     441.0     

Total Current Liabilities 469.5    947.6    491.9    1,011.6 908.0        1,016.0  1,139.0  1,275.0  1,428.0  1,600.0  

Non-Current Liabilities

Long-Term Debt 764.4    527.9    702.3    299.4    -              -           -           -           -           -           

Total Non-Current Liabilities 764.4    527.9    702.3    299.4    -              -           -           -           -           -           

Total Liabilities 1,234.0 1,475.5 1,194.2 1,311.0 908.0        1,016.0  1,139.0  1,275.0  1,428.0  1,600.0  

Stockholders' Equity 1,174.5 971.3    766.5    2,097.4 1,787.6     1,796.9  1,795.9  1,789.4  2,023.0  2,191.5  

Total Liabilities & Equity 2,408.5 2,446.8 1,960.7 3,408.4 2,695.6     2,812.9  2,934.9  3,064.4  3,451.0  3,791.5  

Pro FormaAdjusted
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Projected Statements of Cash Flow 

 

 

Source: XYZ 

 

 

Schedule 6

Base Year

2007 2008 2009 2010 2011 2012

Cash Flows from operations

Pretax Profits 1,814.4$   2,258.1$   2,659.2$   3,125.9$   3,914.2$   4,482.1$   

Add: depreciation 185.6        205.9        225.9        245.9        19.6          100.0        

Change in: Cash (and cash equivalents) 101.8        34.6          36.7          38.9          41.2          43.7          

Change in: Accounts Receivable 227.0        (98.6)        (110.5)      (123.7)      (138.6)      (155.2)      

Change in: Inventory 105.9        (90.0)        (100.8)      (112.9)      (126.4)      (141.6)      

Change in: Inventory Allowance (24.0)        -             -             -             -             -             

Change in: Due from Employees 0.7            -             -             -             -             -             

Change in: Accounts Payable (230.1)      78.0          89.0          99.0          111.0        124.0        

Change in: Advances, Accrued Expenses -             30.0          34.0          37.0          42.0          48.0          

Total Cash Flow from Operations 2,181.3     2,417.9     2,833.5     3,310.1     3,863.0     4,500.9     

Cash Flow from Investing

Capital Expenditures (100.0)      (100.0)      (100.0)      (100.0)      (100.0)      (100.0)      

Total Cash Flow from Investing (100.0)      (100.0)      (100.0)      (100.0)      (100.0)      (100.0)      

Cash Flow from Financing

Increase in Long-Term Debt (299.4)      -             -             -             -             -             

Total Cash Flow from Financing (299.4)      -             -             -             -             -             

Pre-Tax Cash Flow 1,782 2,318 2,734 3,210 3,763 4,401

Pro Forma


