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Executive Summary

Company Overview
Company Snapshot

Business Name

XYZ, Inc. ,
XYZ, LLC

Founded

1957

Entity Type

C-Corp, LLC

XYZ Group, LLC (the Company) manufactures turn key cabinets,
countertops and doors.
• One of the top names in cabinets and countertops since the mid-sixties

and its customers consist of some of the largest multi family / student
housing names in the US construction field.
• The customer groups consist of large General Contractors, individuals

and property management companies.

Owner

Smith, Henry

Industry Code

SIC/NAICS

Business Type

Manufacturer of cabinets and
countertops

HQ

Austin, Texas

• XYZ’s key growth drivers are new home constructions and remodelling

activity.
• Henry Smith has owned and managed the Company since 2002. Henry

Smith is the son of Morris Smith, founder of H&H Corporation, who
provided countertops to XYZ, Inc. for over 30 years.
• XYZ’s cabinets are KCMA/ANSI certified.
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Investment Highlights
Some of XYZ’s core strengths which has given the Company its market standing and have made it an investment target are
described below.

Reputational
Advantage

The business has flourished owing to the
reputation of the Company for the
quality of their products, ability to
service quick turnarounds, competitive
pricing and the timeliness of their
delivery.

Top Flight
Management

As a result of its impeccable reputation,
XYZ has been able to attract
outstanding talent and maintains long
term relationships. The management
team is experienced and competent,
committed to growing the Company.

XYZ has been highly profitable and cash
rich for decades. This is the primary
reason why the current owner acquired
the Company in 2002.

High ROI

Efficient
Operations
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The
Company
has
successfully
conducted business for over half a
decade owing to its high operational
efficiency which enables it to compete
with
its
considerably
bigger
competitors.
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Financial Summary
Equity & Assets

Revenue & EBITDA
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owing to the cutback of a number of projects by
National Campus Communities (NCC) which was one of
XYZ’s largest customers.

• 2018 revenue was about the same but is expected to
36.2%

2018
2019*
EBITDA Margin

grow due to the addition of a new customer, The Leo
Group. XYZ has several projects signed up with The Leo
Group for 2019 and 2020.

• While there will be much less reliance on NCC and

student housing going forward, XYZ still will have 4-6
student housing deals per year between The Cohen
Companies, NCC and EDB Construction in Dallas, TX.
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Transaction Details
The immediate opportunity is to buyout XYZ Group, LLC and XYZ Services, Inc. from the current owner.
• This would be an asset sale. The owner of the Company would retain the cash, accounts receivables and payables, and receive
payment for Work in Process and Inventory.
• Henry Smith is the sole owner of the Company and acquired the Company in 2002 from original owners who retired.
• The owner is willing to stay on for up to one year post transaction
• Henry Smith also owns the plant and leases it back to the Company, but the buyers do have the option of purchasing it as well.
• The sale would be a good investment for all individuals or firms owing to its high ROI but an especially enticing one for a
competitor who would want to grow its market or balance sheet. Millworkers who want to expand their financials and
penetrate the Houston market would significantly benefit from the acquisition.
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Business Description

Introduction
XYZ is a 60-year-old Texas based manufacturing company supplying cabinets and countertops to commercial clients
throughout the U.S.
• XYZ operates through two entities which are XYZ Group, LLC
and XYZ Services, Inc. XYZ Services is a pass through and was
incorporated to conduct business in states in which LLCs
cannot obtain a contractor license.
• The Company has been one of the top names in cabinets and
countertops since the mid-sixties. Their customers consist of
some of the largest multi family / student housing names in
the construction field.
• XYZ works with some of the biggest names in the
construction field, and has the capacity to meet large orders
for cabinets and countertops , custom work, doors, and
accessories.
• XYZ operates all over the U.S. and has licenses in Kansas,
Oklahoma, Missouri, Arkansas, Mississippi and Louisiana.
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Products and Services
XYZ manufactures and provides installation services of turn key cabinets, countertops and doors.

• Cabinets

XYZ offers a wide range of fine quality kitchen cabinets and bath cabinetry. XYZ
Cabinets has many styles and finish options to choose from. XYZ’s cabinets are
KCMA/ANSI certified. Cabinets installed in new homes, multi family and student
housing are of the same type. However, plywood and solid in lieu of particle
board are also used in if the customer desires and the project is viable. The rest
of construction and installation remains the same.
• Countertops
XYZ offers a wide range of countertop options. Raw materials such as
particleboard panels are made with low –emitting, 100% post consumer recycled
content and are certified as an EPP by the CPA. Postformed countertops are
prefabricated countertops formed as a single piece from the backsplash to the
front edge. Laminate is “wrapped” around the core material — from the curved
backsplash, to the cove and then over the front edge — to provide a seamless
surface.
• Doors
XYZ offers a choice of many different door styles in a variety of colors and stains.
These include:
1.Standard XYZ Doors (available in Slab, Shaker or Raised Panel)
2.Solid Wood Doors (available in Oak, Maple, Birch and Poplar)
3.Older Model Doors
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Management & Employees
Organizational structure of XYZ Group, LLC

Henry Smith
President & CEO

John Martin
Shop Manager

David Clark
Project Manager

Shop Laborers (31
shop employees as
of 6-1-17)

Jeffery Lewis
Installation
Manager

Jessica Jackson
Payroll, Accounting
& HR Manager

Thomson Cook
Sales

Andy Murphy
Sales

Alden Walker
Production Design,
Estimating
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Management & Employees

Henry Smith
CEO

John Martin
Shop Manager

Jessica Jackson
HR & Accounting Manager

▪ Henry Smith acquired XYZ in 2008
currently serves as the CEO of XYZ,
where he is responsible for running all
facets of the business.

▪ John Martin joined XYZ in 2014 as the
Shop Manager. He manages day to
day operations relating to purchasing,
personnel, logistics/DOT,
maintenance and production.

▪ Jessica joined XYZ in 2008 as
the HR Manager.

▪ Prior to XYZ, John had a flourishing
career in technology.
▪ Henry holds a bachelors degree in
Business Administration from Texas
A&M University.

▪ John holds a bachelors degree in
Criminal Justice/Law Enforcement
Administration from Michigan State
University.

▪ She holds a bachelors degree in
Psychology from Texas A&M
University.
▪ Prior to XYZ, Jessica had a
successful career at United
Airlines where she worked for
over 22 years.

▪ He joined the US Army after college
and served till 2014.
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Management & Employees
• As of May 2019, the Company has 41 full time employees operating in a single shift.
• Key employee turnover is low and laborer turnover is average with respect to the industry.
• Key employees that work for XYZ Services, Inc. including the owner get full medical under BCBS. Employees get vacation and

holidays per employment agreement.
• Following is the function wise break-up of the employees:
Shop

Shop

Management

76%
31

Assembly

Finishing

Others

24%

29%

23%

48%

10

9

7

15
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Suppliers
The Company procures all raw materials from
external suppliers. A sub-contractor is used for
installation of products.
• All contract labor is run through National Installation
Services, Inc. who’s sole purpose is to account for the
installation labor. XYZ owns contract for products and
services for the project.
• The Company constantly negotiates raw material prices
and does not have any long term purchasing contracts or
other agreements.

Raw Material/Component

Primary Supplier

Laminate

World Class Laminate

Particle board

Pionite Decorative

Door material

Haas Door

White pine

White Pine

Hardware/hinges

Multiple
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Customers
XYZ’s major customers are large established general contractors and they
consist of some of the largest multi family / student housing companies
in the industry.
• Multi-family apartments and student housing campuses generate almost 95%
of XYZ’s revenues. The remaining 5% comes from construction of new houses
(homes less than $300,000). XYZ rarely sells to distributors or retailers.
• The Company generates most of its revenue through repeat business and
majority of the customers place orders every year. XYZ has recently added
The Leo Group to their list of customers which has large projects in Dallas,
Austin and Houston for 2020.

ABC
PBA Builders

17%
46%

17%

5% 6%

9%

The Dave
Companies
David Brothers
Construction
Goffin Building
Others

ABC
PBA Builders

2.47

The Dave Companies

1.41

David Brothers Construction

0.99

Goffin Building

0.79

Others
Total

Cabinets

10%

87%

Installation
Services
Countertops

Revenue by Geography

Texas
Others

Total Project
Value (in $ mn)
2.50

Name

3%

30%

• Typical payment
terms Contract
offered toValue
the customers
is Net-30.
Current
in Production
by
Customers

Revenue by Product Type

6.84
15.00
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70%

Revenue by Business Source
25%

New

Repeat
75%
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History and Key Milestones
2002

Company acquired from founders

2004

Addition of new 9600 square feet building

2006

First property for National Campus Communities (NYSE : NCC) signed

2011

All acquisition loans paid in full in less than 3 years

2013

Obtained Contractor’s licenses in Kansas, Oklahoma, and Missouri.

2015

Beat all prior year’s profits and owner’s salary

2016

Beat all prior year’s profits and owner’s salary

2018

Beat all prior year’s profits and owner’s salary

2019

Highest half yearly revenue and profits recorded (till June 24)
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Facility
• XYZ has a single facility in Austin, Texas which has a land area of
land area is 305,402 square feet with 3 separate buildings of over
42,000 square feet. It is centralized and in close proximity to many
major vendors.
• These are the only premises that have been used to operate the
business since the Company was founded in 1957. Additional
buildings were constructed to increase capacity in 2011 and 2012.

Estimated value of capitalized assets is provided below.
Asset
Shop Equipment – Cabinet Shop
Leasehold Improvements
Office Equipment
Office Furniture & Fixtures
Vehicles

Estimated Value
$865,705
$215,517
$2,368
$22,070
$220,847

• The facility is leased from PGC (owned by Henry Smith). The
tenure of the lease is 6 years and the rental is $16,000 per month.

• The buyer will have the option of buying the building or entering
into a long term lease agreement. Estimated fair market value of
the facility is $3 mn.
• Major equipment and vehicles/trucks are properly maintained and
are operational. They typically last 5 years on average.
• General age of the equipment used for manufacturing is New to
25 years of age.
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Future Plan and Strategy
Focus on Existing Business
Expand Sales and
Marketing

The Company plans to hire sales personnel to grow both the direct and channel sales segments. XYZ
also plans to increase marketing efforts to direct customers.

Potential New Opportunities
Product Development

Demand for frameless cabinets and stain doors has increased multifold in the recent years. The
Company plans to expand its frameless cabinet line as well as start or acquire a stone countertop
business.

Increase in Capacity

XYZ is building a new facility next to the existing one. The plans for this 23,000 square feet facility are
in the final stages and construction is expected to start before the end of 2017 and shall take
approximately 1 year to finish. This expansion will require $1.7 mn and is expected to increase the
revenue and EBITDA by approximately 50%.

Cost Reduction

The Company would be able to reduce costs significantly by importing Chinese granite and quartz
which is a much cheaper alternative to domestic materials.
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Industry Overview

Industry Description
The US Cabinet and Vanity Manufacturing (C&VM) Industry
comprises of operators that manufacture kitchen cabinets,
bathroom vanities and countertops, primarily made of wood
or wood coverings.
US C&VM Industry Data 1

$13.9
3.3%

1.4%
$654.9
$88.8
13,970
$14.9

billion is the estimated revenue generated by
the Industry in 2018
is the estimated annual growth rate of the US
industry between 2013 and 2018
is the expected growth rate of the Industry
between 2019 and 2023
million is the profit generated by the Industry
million is the revenue generated through
Exports by the Industry in 2018
is the estimated number of C&VM businesses
operating in the US
billion is the expected revenue generated by
the Industry in 2023

All the products of C&VM Industry are further
distributed to wholesalers, contract outfitters and home
improvement stores throughout the US.
Key Highlights
Improvement in Economy growth and employment rate has led to increase in
consumer confidence and household formation. As a result, the overall
apartment market continued to remain strong.

Private spending
on home
renovation and
Consumer
confidence Index
are the key
indicator of the
industry product
demand.

Key
Highlights

Two-third of the
Industry revenue
were generated
through installation
of cabinets and
vanities during the
home renovation
projects.

From 2013- 2018, the imports of the industry has increased at an annualized
rate of 17.5% to $1.3 billion. This increase was due to the comparative
advantage that most International operator hold over US manufacturers.

1. IBIS Report - Cabinet & Vanity Manufacturing Industry, June 2017
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Key External Drivers
Private Spending
As private spending on home
improvement rises, demand for
industry goods also increases. Private
spending on home improvements is
expected to increase in 2016, creating
a potential opportunity for the
industry.

Consumer Confidence Index
If consumers believe their
incomes, employment and
housing are secure, they are more
inclined to remodel homes and
shop for industry products. The
Consumer Confidence Index is
expected to decrease in 2016.

Price of sawmill lumber
As the costs of sawmill lumber & other
industry inputs decrease, the price of
finished cabinets, vanities and counter
tops can be lowered, bolstering demand
for industry products. It is expected to
increase in 2016, a potential threat to
the industry.

Key External
Drivers
Value of Residential Construction
The value of residential construction
increases, more homes are being built,
leading to higher demand for cabinets,
vanities and countertops. The value of
residential construction is expected to
increase in 2016.
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Per capita disposable income
When the level of disposable income
drops or growth slows, consumers will
delay purchases of new cabinets,
vanities and countertops, or opt to
repair existing fixtures, rather than
purchase new items.
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Industry Analysis
Revenue Source for C&VM Industry (2016)
8%

Independent Wholesalers

17%
46%

Retailers

Retailers
Construction Contractors

29%

Independent
Wholesalers

Construction
Contractors

Other

Others

7%
40%

12%

Smaller retail outlets generally are supplied by independent wholesalers, larger outlets with
the scale to do so have increasingly sourced products directly from manufacturers and
internalized distribution functions.
This segment largely purchases custom cabinetry from local producers for installation in new
construction or residential renovation projects. Construction companies indirectly account
for a much larger proportion of industry sales, since they also purchase industry products
through intermediary retail or wholesale channels.
Other market that constitutes 8% of the total revenue includes exports that constitutes less
than 1.0% of revenue, which are minimal in this industry and sales to directly to consumers.

Kitchen Cabinets

In 2018, kitchen cabinets are estimated to constitute the industry’s largest product segment.
With more single-family homes being built and residential renovation spending on the rise,
demand for new kitchen cabinets increased.

Kitchen Cabinets

Custom Cabinets

As residential renovation spending and per capita disposable income have risen over the past
five years, more consumers have been able to afford customized industry products.

Custom Cabinets

Other Cabinetwork
& Accessories

Products in this segment has generated 12.1% of the industry revenue in 2016, and include
medicine cabinets, drain boards and other cabinet and vanity-related items.

Countertops

This industry only includes wood countertop sales. Wood kitchen countertops laminated
with plastic account for the majority of this segment; wood is less resistant to moisture than
other materials and is therefore a less suitable material for bathroom countertops.

Bathroom Vanities

Bathroom vanities are manufactured using various types of wood, and are offered in a
variety of colours and styles. Increase in home remodeling and residential construction help
to increase demand for bathroom vanities over the next five years.

Products and Services Segmentation (2016)

10%

Majority of products sold by the Industry through independent wholesalers are ultimately
resold to retailers, and also distribute products to construction contractors that purchase
cabinets and vanities for installation during home remodelling projects.

Other Cabinetwork &
Accessories
Countertops

31%
Bathroom Vanities
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Key Competitors
Some of the company's competitors are mentioned below and most of them are based out of Texas, US. XYZ are on average
about 20% of the size of our competitors listed below.
Company

Founded

Headquarters

Business Details

Texas, US

Leedo Cabinetry, produces and sells wood cabinet hardware and other products to
multi-families and single families in the United States. It offers European door styles,
traditional door styles, decorative hardware, and granite countertops, and other
similar products. The company sells its products through distributors.

1975

Texas, US

Republic Industries manufactures and sells doors, cabinets, and counter tops for
kitchen and bath projects. The company provides wood and thermofoil doors; framed
or frame-less cabinets. The company markets its products through a network of
distributors, as well as showrooms in Marshall, Texas.

2008

Texas, US

Master Woodcraft Cabinetry, L.L.C. provides home improvement products. The
Company provides Traditional Cabinetry, European Cabinetry and Countertop
products.

1982

Oregon, US

The Company's line of business includes the manufacturing of wood kitchen cabinets.

Texas, US

ACPI manufactures and distributes kitchen and bath cabinets throughout the US
under the brand Echelon Cabinetry and Advanta Cabinets. The introduction of these
brands complete ACPI’s conversion from Armstrong Cabinets, which was purchased
in October, 2012, by American Industrial Partners (AIP) and taken private.

1971
LEEDO

Republic Industries

Master Wood Craft

Lanz Cabinets

Armstrong
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Financials

Income Statement (Consolidated)
All figures are in USD
Revenues
Sales
Management Fees
Other Income
Total Revenues
Y-o-Y Growth Rate
Cost of Sales
%age of Revenue
Gross Profit

2016

2017

2018

2019*

12,832,272
501,488
16,624

10,205,274
531,648
13,427

10,725,700
784,992
8,695

6,508,510
0
0

13,350,384

11,519,387
7%
7,647,820
66%

6,508,510

8,657,404
65%

10,750,349
-19%
7,065,765
66%

4,692,980

3,684,584

3,871,567

3,007,747

3,500,764
54%

%age of Revenue
Expenses:
Selling, General & Administrative
Depreciation & Amortization
Rent
Other Expenses

29%

34%

34%

46%

1,927,730
172,701
62,546
54,493

1,733,736
128,096
187,200
43,657

2,023,637
80,158
187,200
0

692,644
0
78,000
11,840

Total Expenses

2,217,470

2,092,689

2,290,995

782,485

EBIT

2,475,510
172,701

1,591,895
128,096

1,580,572
80,158

2,225,262
0

EBITDA
%age of Revenue
Net Other Income

2,648,211
20%

1,719,990
16%

1,660,730
14%

2,225,262
34%

34,375

1,466

312

-1,381

Net Income

2,682,586

1,721,457

1,661,042

2,223,881

20%

16%

14%

34%

Depreciation & Amortization

%age of Revenue
* From 1st Jan to 3rd May 2019
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Balance Sheet (Consolidated )
All figures are in USD
Assets
Cash and Cash Equivalent
Accounts Receivable - Trade
Other Current Assets
Total Current Assets
Net Property & Equipment
Less: Accumulated Depreciation
Total Fixed Assets
Accounts Receivables – Related Party
Loan to Shareholders
Organizational Costs
Notes & Accounts Receivables
Net Other Assets
Total Assets
Liabilities & Shareholder Equity
Accounts Payables
Line of Credit
Accrued Taxes
Loans from Shareholders
Other Current Liabilities
Total Current Liabilities
Total Shareholder Equity
Total Liabilities & Shareholder Equity

2016

2017

736,746
661,146
101,120
1,499,012

64,833
64,833
-541
-

-540.8
64,292
354,328

-

2018

602,143
826,929
96,547
1,525,620
1,236,556
-1,169,248
67,308
10,721 -541 7,450
17,630
84,938
224,333

8,033
362,361
1,200,943
1,563,304

2019*

141,774
1,817,213
91,199
2,050,185
1,346,133
-1,248,124
98,010

347,563
3,102,114
533,319
3,982,996
1,346,133
-1,248,124
98,010
-86,720
-

6,478
6,478
104,488
462,887

-

20,514
244,847
1,365,710
1,610,558

18,765 541 94,950
577,143
1,577,530
2,154,673

6,478
30,854
-49,389
48,621
503,260
-8,070

18,242
513,431
3,518,185
4,031,616

* As on 3rd May, 2019; 2019 data for XYZ Group LLC only
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Appendix
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Facility
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XYZ Services Inc.- Income Statement
All figures are in USD
Revenues
Sales

2016

2017

2018

2019*

12,832,272

10,205,274

10,725,700

6,508,510

501,488

531,648

784,992

0

Other Income

16,624

13,427

8,695

0

Total Revenues

13,350,384

10,750,349

11,519,387

6,508,510

8,657,404

7,065,765

7,647,820

3,500,764

65%

66%

66%

54%

4,692,980

3,684,584

3,871,567

3,007,747

1,927,730

1,733,736

2,023,637

692,644

172,701

128,096

80,158

0

Rent

62,546

187,200

187,200

78,000

Other Expenses

54,493

43,657

0

11,840

Total Expenses

2,217,470

2,092,689

2,290,995

782,485

Net Ordinary Income

2,648,211

1,719,990

1,660,730

2,225,262

34,375

1,466

312

-1,381

2,682,586

1,721,457

1,661,042

2,223,881

Management Fees

Cost of Sales
%age of Revenue
Gross Profit
Expenses:
Selling, General & Administrative
Depreciation & Amortization

Net Other Income
Net Income
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XYZ Services Inc.- Balance Sheet
All figures are in USD
Current Assets
Cash and Cash Equivalent
Accounts Receivable – Trade
Other Current Assets
Total Current Assets
Fixed Assets
Property & Equipment
Less: Accumulated Depreciation
Total Fixed Assets
Other Assets
Loan to Shareholders
Accounts Receivables – Related Party
Organizational Costs

2017

736,746
661,146
101,120

602,143
826,929
96,547

141,774
1,817,213
91,199

347,563
3,102,114
533,319

1,499,012

1,525,620

2,050,185

3,982,996

64,833

1,236,556
-1,169,248

1,346,133
-1,248,124

1,346,133
-1,248,124

98,010

98,010
-86,720

64,833
-541
-

Net Other Assets
Total Assets
Current Liabilities
Accounts Payables
Other Current Liabilities
Loans from Shareholders

2016

-

67,308
10,721 -541 7,450
-

2018

2019*

6,478

6,478
30,854

-541

17,630

6,478

-49,389

64,292

84,938

104,488

48,621

224,333

462,887
541 94,950

503,260

354,328
-

8,033

20,514

18,242

362,361

244,847

577,143

513,431

Total Shareholder Equity

1,200,943

1,365,710

1,577,530

3,518,185

Total Liabilities & Shareholder Equity

1,563,304

1,610,558

2,154,673

4,031,616

Total Current Liabilities
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Disclaimer
Whilst every effort has been made to ensure the quality and accuracy of the contents of this document, ABC Advisors or its
affiliates, agents, associates, subsidiaries or any of their respective officers, directors, employees, or agents make no warranty,
express or implied, concerning the accuracy, completeness or updating of content. The Contents of the document is not tax or
professional advice or any kind of services and should not be relied upon as such.
This document is not an offer of any kind. There are risks involved in investment in securities, commodities and derivatives. The
document may have some forwarding looking statements. Any views expressed are not necessarily endorsed by ABC Advisors.
Information has been gathered from public sources. XYZ assumes no responsibility towards investments / trading in
commodities, securities, currency or futures done based on the information / recommendation given in the report. It is assumed
that you will make independent judgment / assessment of the information with independent inquiries and arrive at decisions
that meet your requirements.
ABC Advisors, its affiliates, officers, directors, and employees, including persons involved in the preparation or issuance of this
material; (a) from time to time, may have long or short positions in, and buy or sell the securities / commodities or derivatives
thereof, mentioned here in; (b) be engaged in any other transaction involving such securities /commodities or derivatives and
earn brokerage or other compensation; (c) may have any other potential conflict of interest with respect to any recommendation
and related information and opinions.
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