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OUR MISSION IS TO:

strive to recognize and meet customer challenges by providing 
ideal solutions through advanced sensor technology,  services, 
and people.



To Our Shareholders:
For the past six years, Digby has been steering toward long-
term financial growth by staying committed to our strategies 
and core values.  

We believe that operating our business in this manner 
will continue to produce considerable value for 
our shareholders.

 

IT IS all abOUT The lONg TeRM. 

Digby is continuing to be at the forefront of sensor innovation. through invest-
ing in areas of expansion and automation this fiscal year, we saw strong mar-
ket share gains and improved profits despite the general economic downturn 
of this year. 

We have demonstrated our dedicated commitment to our customers by engi-
neering our products to the pinnacle of the industry standards. We continually 
serve our customers by producing sensors of the highest quality in the world. 
We believe our reputation speaks for itself, but we believe our commitment 
and pursuit in producing technologically advanced sensors that are ahead of 
their time speaks louder! I believe our relentless commitment has enabled us 
to achieve 27% market share this year - the highest in the industry!

We are proud of the research, financial, and operational success  throughout 
Digby Corporation. our recent and long term success would not have been 
possible without the talents, expertise, and hard work of the dedicated Digby 
team. our associates have proven themselves as one of the finest units in the 
world. I am incredibly proud of them! As a result of our combined efforts and 
cutting-edge technology, we believe that Digby is better positioned than ever 
before to create profitable market share growth in the future.

Adam Ficken
Digby, Chief Executive Officer
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Chief executive officer, Chairman of the Board, Chairman of 
the executive Committee and Director of Digby since 2010.
CSSBB

Chief Financial officer and executive Vice president since 
February 2011.

Chief operations officer, executive Vice president since 
March 2011. 

Chief Information officer and executive Vice president 
since 2010.



hISTORy
Digby was founded in 2010 after a federal an-
titrust split our parent company into six identical 
pieces. From our inception, we’ve been anything 
but ordinary. We have developed a cost advan-
tage through favorable negotiations with local 
governments and have been the industry leader 
in developing relationships with top engineering 
schools. Our strong government relations have al-
lowed us to get tax increment financing approved 
to help finance the past addition of a new assembly 
line at our Chesapeake, VA factory. 

We’ve also developed strong ties to top engi-
neering schools such as the University of Iowa, 
Georgia Tech, and Auburn University. Access to 
the classroom has allowed us to consistently re-
cruit the brightest and best engineers to implement 
our Total Quality Management programs which 
have cut costs across the board and streamlined 
research & development processes. These schools 
have customized their curriculum which exposes 
their students to our complete product line and its 
capabilities. When these graduates go out into the 
workforce they design products with specifications 
that Digby sensors can best satisfy.

Our products are manufactured to 
a higher standard because Digby 
manufactures their sensors to a 
higher standard. Our competitors 
worry about the quality of their 
components. We don’t have to.  

“

“

Dr. Christopher Shook 
Satisfied Customer



O
U

TlO
O

K

NeW glObal STRaTegy
In the past six years, we focused our attention on the 
domestic market, which allowed Digby to rapidly 
grow. our strategy has been successful, because 
we have always made products that have satisfied 
our customers. Due to our innovative technology 
and corporate culture, we are able to continuously 
create new sensors to meet our customers’ demand 
and shift our products as their desires change.

As one of the largest sensor manufacture company 
in the united States, we also notice increasing op-
portunity throughout the world. Since 2010, we 
have exported our products to major economic 
countries in europe and Japan. We have built 
branches in london, paris, and tokyo. We are 
satisfied with the foundation we have established 
but need to stay agile to respond to changes in the 
global market.

the foreign market has been declining recently. 
the worldwide recession has had a profound neg-
ative impact on their macroeconomic environment, 
which has resulted in declining demand in every 
industry. local companies have grown into more 
formidable threats to Digby. Compared to local 
industry, Digby is at a competitive disadvantage 
due to higher shipping costs and an unfavorable 
political environment .to counter this emerging 
threat, we are putting our sights on high growth 
potential markets in developing economies such 
as such as countries in Asia and latin American 
including China, India, and Brazil. those countries 
all have similar potential for high growth. they all 
have a low cost labor and open economic policies 
which should drive the manufacturing demand 

necessary for our growth. Manufacturers in those 
countries have been increasing production which 
has driven demand up for most manufacturing 
inputs including sensors. We have developed a 
three step plan to carry out our project. 

We will continue to export our products more 
through our strong distributor network. Secondly, 
we will also negotiate directly with local govern-
ments in our target countries to establish role into 
those countries’ industrial blueprints. 

In regards to other existing opportunities and 
risks, we have decided to pursue our new global 
strategy through four initiatives. First, we will found 
new sales offices in Beijing, new Delhi, and Rio 
de Janeiro. We will hire native employees into 
our management team who are familiar with lo-
cal customs and culture. Secondly, we will attempt 
to acquire local factories that can meet our high 
production standards to produce Digby’s sensors 
locally. We will also seek opportunities for produc-
tive and fruitful meeting with local governments to 
develop a bond that will protect us from protec-
tionist political policies. lastly, we will work with 
technical colleges in major cities in our emerging 
markets to develop a pipeline of engineering talent 
and to familiarize potential future customers with 
our products’ capabilities. We have followed a 
similar strategy in America which has allowed us 
to build the biggest market share in our industry. 
this has allowed us to recruit above average level 
workers and enhance our brand with engineers 
who are developing the products of the future.

the statements made in the outlook section of this annual report are based on the 
current assumptions of Digby management. In addition, these assumptions are 
based on a forecast that the market will increase more in the future, thus give us 
more opportunity to get growth.
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We have developed a broad line of technologi-
cally advanced sensors that are marketed to meet 
specific engineering requirements over today’s five 
dominant industry segments. Segments are classi-
fied as:  1) traditional, 2) low-end, 3) high-end, 
4) performance, and 5) size.  We strive to meet 
the segmented needs of the industry by produc-
ing products that will not only meet the needs, but 
delight the largest number of a given segment’s 
customer base. As a world class manufacturer 
of sensor technology, we take great pride in our 
products being incorporated into numerous cus-
tomers’ products over the 5 industry segments. no 
one product we produce is used by one single con-
sumer, but rather our products are used by various 
manufactures in a wide array of technological and 
industrial arenas. uses for our products range from 
the very broad in nature down to the very complex 
and specific. our customers operate in areas such 
as power generation, satellite production, and 
genetic engineering to name a few. We believe 
that our product line offers electronic and sensor 
dependent manufacturers the highest quality and 
most favorable devices found worldwide.

Beginning in 2010 and continuing today, we have 
compiled an extensive history of world renowned 
and sought after sensors. our sensors are preci-
sion engineered to the pinnacle of the industry 
specifications by unparalleled field research and 
development and world class manufacturing prin-
ciples. We are continually seeking to stay one step 
ahead of the electronic and industrial sensor fields 
in terms of both product and product production. 
By combining our excellent research and develop-
ment with sound marketing principles we have 
established Digby as the industry leader and the 
most widely used sensor manufacturer in the world 
today.  Digby boasts the largest market share 
across the industry when compared to producers 
of similar products. In six short years we have con-
sistently engineered our products to be segment 
leaders in terms of reliability, size, performance, 
and price in all five industry segments. our product 
portfolio recently included seven different products 
all engineered to meet the needs of customers in 
various industries.

To recap our results for 2016:
• In spite of the recent economic down turn, our 
sales for the year were $233 million, making Digby 
the industry leader in sales for the 5th consecutive 
year.

• Increased net Income to $8,64 million in 2016 
from $162,000 in 2015.

• Digby led the industry by claiming 27.3% of the 
total available market in 2016.

• Digby claimed majority market share in 4 of the 
5 industry segments. our strong sales in 2016 was 
the result of strong demand from the customers in 
our business segments, due in part to the continu-
ation of the upgrade of our products in the high, 
performance, and size segments and, increased 
market share with existing customers, and new 
customer wins.

• our 2016 stock price closed at $47.61, a 73% 
increase over 2015. We also improved our Market 
Cap to an industry leading $123.

• Average plant utilization of 130% for the fiscal 
year.

• Reduced long term debt by 21% to $77.86 mil-
lion from $98.7 million in 2015.

• net change in cash position -$17 million due 
largely to facilities and equipment investment of 
$29 million.

• We utilized investments in total Quality Manage-
ment to reduce material costs by 11.35%, reduce 
labor costs by 13.57%, reduce lead times for R&D 
by 40%, reduce administrative costs by 60%, and 
improve Digby demand by 14%. 

• eliminated Dell product from portfolio and liqui-
dated unneeded capacity.

• our operating margin percentage decreased 
from 24.6% in 2015 to 22.1% in 2016 due 
primarily to the decrease in sales in the low end 
market segment. Where we once held 30% of 
the low end market with two products (DAZe & 
Dell), we reduced our presence in the low end 
market by eliminating Dell and claiming only 
15% of the market in 2016. Furthermore, to 
remain competitive in the low end segment 

MaNageMeNT’S DISCUSSION &
ReSUlTS OF OPeRaTIONS OVeRVIeW
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we reduced our sales price by nearly $1 in hopes 
of boosting sales of the single low end product 
offering (DAZe). this decrease in our gross margin 
rate was due primarily to sales mix, as a higher 
percentage of our total sales was comprised of our 
lower-margin business categories. Additionally, 
competitive pricing strategies also detracted from 
the gross profit margins.

• In spite of challenging worldwide economic
conditions that persisted throughout 2016, we 
continued to maintain strong sales, developed the 
industry’s newest and highest performing high end 
product (DRoID), acquired new state of the art 
production facilities generated an industry lead-
ing $8.6 million in profits from operations, and 
entered 2017 well-positioned.

Our strategic business objectives for 2017 include 
the following:

• Increase our industry wide market share to 
greater than 30%.
• Acquire 20% market share in low end segment 
alone.
• Continue to develop and position Digby sensors 
as industry-leading technologies and products in 
the high end, performance, and size segments.
• Improve overall gross profit margins across all 
product lines. 
• Continue to evaluate potential new product de-
velopments/modifications that may enhance our 
product portfolio/business.

We intend for the following discussion of our finan-
cial condition and results of operations to provide 
information that will assist in understanding our 
consolidated financial statements, the changes in 
certain key items in those financial statements from 
period to period, and the primary factors that ac-
counted for those changes, as well as how certain 
accounting principles, policies and estimates affect 
our consolidated financial statements.

Digby is at the forefront 
of technical innovation. 
We’re the industry leader 
in research and develop-
ment and are continuously 
surpassing our customers’ 
expectations.

“

liwei Xue 
Digby, Chief Operations Officer
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MaRKeT FOR COMMON STOCK         

year end    Close    Change    Shares     MarketCap   book Value    ePS      Dividend      yield     P/e
Dec. 31, 2016      $47.61         $20.12          2,586,484         $123,000,000            $37.46         $3.34             $0.00        0.00%       14.3
Dec. 31, 2015      $27.49         $11.50          2,586,484          $71,000,000             $34.12         $0.06             $0.00               0.00%       432.7

hISTORICal STOCK PRICe TReNDS COMPaReD TO INDUSTRy     
    

  

hOlDeRS
As of December 31, 2016, there were 2,586,484 shares outstanding which is unchanged from the prior fiscal 
year.

DIVIDeNDS   
Digby has never declared or paid cash dividends on its common stock.   

TReND   
Stock has increased in value by 198% over the last two fiscal years which is the highest return in the industry. 
last year the stock price increased $20.12 which was the highest increase in the industry.   

Profits have risen significantly for the 
past two years and we expect that 
trend to continue. Smart investors 
trust Digby to deliver results.

“ “

Ben Kuehner  Digby, Chief Financial Officer
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SeleCTeD FINaNCIal DaTa   
Cash Flow Statement Survey year ended December 31  
 2016  2015  2014
Cash flows from operating activities   
net Income (loss) $8,638  $162   ($8,825)
Adjustment for non-cash items:   
   Depreciation $14,927  $13,647  $13,713 
   extraordinary gains/losses/writeoffs ($10,080) $1,350  $0 
Changes in current assets and liabilities:   
   Accounts payable $1,079  ($5,405) $5,059 
   Inventory ($6,923) $34,872  ($60,526)
   Accounts receivable $5,204  ($4,008) ($377)
net cash from operations $12,845  $40,618  ($50,955)
   
Cash flows from investing activities   
plant improvements (net) ($29,880) ($7,150) ($24,500)
Cash flows from financing activities   
Dividends paid $0   $0   $0 
Sales of common stock $0   $0   $17,000 
purchase of common stock $0   $0   $0 
Cash from long term debt issued $0   $38,360  $0 
early retirement of long term debt $0   $0   $0 
Retirement of current debt $0   ($52,441) $0 
Cash from current debt borrowing $0   $0   $0 
Cash from emergency loan $0   $0   $38,541 
net cash from financing activities $0   ($14,081) $55,541 
   
Net change in cash position ($17,035) $19,386  ($19,914)

balance Sheet Survey   
Cash $2,351  $19,386  $0 
Accounts Receivable $19,181  $24,385  $20,377 
Inventory $48,536  $41,613  $76,486 
total Current Assets $70,068  $85,385  $96,862 
   
plant and equipment $223,900  $209,700  $205,700 
Accumulated Depreciation ($83,327) ($94,160) ($82,313)
total Fixed Assets $140,573  $200,925  $123,387 
total Assets $210,642  $200,925  $220,249 

OVeRVIeW
Cash position declined from $19,386 to $2,351 due primarily to higher than forecasted inventory lev-
els. no new bond or stock offerings were made in the last fiscal year. that should position us well to go 
back to the capital markets for more financing if future needs require us to do so. Decision not to go to 
the capital markets while investing in plant improvements led to a lower cash position. $29,880 invested 
in plant improvements positions us well to continue to be an industry leader in all segments of the sensor 
industry. net income has increased each of the last three years from -$8,825 to $162 to $8,638.
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2016 INCOMe STaTeMeNT        
 
               2016    Common
(Product Name:)      Daze      Dixie        Dot          Dune       Duke       Droid        Total       Size
Sales                          $33,373        $60,371        $45,578          $40,434          $37,221         $16,392         $233,369         100.00%
        

Variable Costs:         

Direct labor             $13,851        $18,868        $17,393          $16,939      $14,886            $7,083   $89,020           38.10%
Direct Material         $10,825        $22,988        $19,300          $14,369      $13,444            $6,075   $86,999           37.30%
Inventory Carry       $3,056         $1,035           $880              $854      $0               $0   $5,824             2.50%
Total Variable          $27,731        $42,890         $37,573         $32,162      $28,330            $13,157   $181,844         77.90%
        

Contribution            $5,642          $17,481         $8,005           $8,272      $8,891               $3,235   $51,526            22.10%
Margin        

Period Costs:        
Depreciation            $6,000         $4,267         $1,907             $1,320     $600          $833  $14,927              6.40%
Sg&a: R&D             $0                $224            $414                $414     $416          $297  $1,765             0.80%
    Promotions          $1,500         $1,500         $1,500             $1,500     $1,500          $1,500  $9,000             3.90%
    Sales                   $1,500          $1,500         $1,500             $1,500     $1,500          $1,500  $9,000             3.90%
    admin                 $138            $250             $189               $167     $154          $68                   $965                   0.40%
Total Period             $9,138         $7,741          $5,509            $4,901     $4,170          $4,198  $35,657            15.30% 
       
Net Margin             ($3,496)        $9,740         $2,496             $3,371      $4,721           ($963) $15,869           6.80%

OVeRVIeW        

We were profitable in the low end, high end, size, and performance sectors. the low-end sectors had 
slower sales than anticipated. We expect that a new plan to reposition the Daze product more precisely 
to customers’ expectations will improve sales for subsequent years. the Droid product line was released 
as a brand new product at the end of this year. We anticipate that it is well positioned to become a leader 
in the high end sector and be profitable next year.         

      
bOND MaRKeT SUMMaRy       

  Series#                Face               yield   Close$      S&P    
    10.8S2021         $5,000,000            12.20%    88.38      CCC   
11.0S2022         $14,000,000          12.60%    87.62      CCC   
11.8S2023         $20,500,000          13.10%    89.77      CCC   
13.7S2025         $38,360,000          14.00%    97.55      CCC   

OVeRVIeW       
no new bonds were issued in the last fiscal year.       
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RISK FaCTORS

Fluctuations in demand for our sensors may harm 
our financial results and are difficult to forecast. 

If demand for our sensors fluctuates as a result of 
economic conditions or for other reasons, our reve-
nue and profitability could be impacted. Important 
factors that could cause demand for our sensors to 
fluctuate/decline include:

1. Changes in business and economic conditions,       
     including downturns in the sensor industries 
     (including: genetic, power generation, satellite, 
     advanced technology industries) and/or the     
     overall economy

2. Changes in the level of customers’ components    
     inventories (a customer’s product becomes 
     obsolete/no longer demanded)

3. Competitive pressures, including pricing pres-     
     sures, from companies that have competing     
     sensors, manufacturing abilities and technolo- 
     gies, and marketing/availability programs

4. Changes in consumer confidence caused by   
     changes in market conditions, including 
     changes in the credit market, expectations for 
     inflation, and energy prices;

5. Rapid changes in customer product needs (our  
     product quickly becomes obsolete); 

6. Changes in employment levels and  
     turnover rates; 

7. Strategic actions taken by our competitors; and 

8. Market segment demand/acceptance of 
     our products. 

If sensor demand decreases, our manufacturing 
could be under utilized, and we may be required 
to record a loss on our material assets, including 
facilities and equipment as well as administrative 
assets, which would increase our expenses. In ad-
dition, if product demand decreases or we fail to 
forecast demand accurately, we could be required 
to write off inventory, which would have a nega-
tive impact on our gross margin. Future product/
manufacturing planning decisions may shorten 

the useful lives of material assets, including facili-
ties and equipment, and cause us to accelerate 
depreciation. In the long term, if sensor demand  
increases rapidly, particularly in the performance, 
size, and high end segments we may not be able 
to add manufacturing capacity fast enough to meet 
market demand. these changes in demand for our 
products, and changes in our customers’ product 
needs, could have a variety of negative effects on 
our competitive position and our financial results. 
In certain cases, such events may reduce our rev-
enue, increase our costs, lower our gross margin 
percentage, or require us to recognize significant 
loss of our assets.

The sensor industry and our operations are char-
acterized by a high percentage of costs that are 
fixed or difficult to reduce in the short term, and by 
product demand that is highly variable and subject 
to significant and unexpected downturns that may 
harm our business, results of operations, and finan-
cial performance. 

the sensor industry and our operations are char-
acterized by high costs, such as those related to 
facility expansion and construction, needed equip-
ment, R&D, and employment and training of a 
highly skilled workforce, that are either fixed or 
difficult to reduce in the short term. At the same 
time, demand for our products has proven to be 
highly variable and difficult to predict. there have 
been downturns in demand for our products, often 
in connection with maturing product cycles as well 
as natural delays in responding to the alignment 
of our sensors with present and anticipated future 
market conditions. Down turns have also been evi-
dent as the general economic condition has less-
ened and demonstrated variability across the in-
dustry. these downturns have been characterized 
by reduced product demand, manufacturing over-
capacity in some sectors and resulting costs, high 
inventory levels, and less than desirable selling 
prices. the combination of these conditions may 
cause our revenues, gross margins, cash flows, 
and profitability to vary significantly in both the 
short and long term.
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The sensor industry operates in a highly compettive 
environment that can be threatened by cut throat 
competition. 

the sensor industry is characterized by intense 
competition based primarily on product charac-
teristics/positioning, availability, price, age, reli-
ability/quality, and proper marketing of product 
lines. our competition is fragmented and varies 
across the five industry segments, and, accord-
ingly, we do not compete with any one company 
in the same way across all product segments. We 
compete with a variety of companies, some of 
which have greater financial resources (cash on 
hand). our ability to remain competitive in this 
industry depends in part on our ability to success-
fully identify new product opportunities in open 
product segments, develop and introduce new 
products and enhancements on a timely and cost 
effective basis, as well as our ability to successful-
ly market within the segments we serve. there can 
be no assurance that our product offerings will 
be, and/or remain competitive while achieving 
the type, extent, and amount of success or busi-
ness generation that we expect them to achieve. 
As we are not able to predict what our competi-
tors are doing in terms of automation, pricing, 
and cost reductions, the sales of our products and 
sensor technology may not occur or grow in the 
manner we expect, and thus we may not recoup 
costs incurred in the R&D, marketing, and pro-
duction capacity expansion of these products as 
quickly as we expect, if at all. 

We invest in new product development for strategic 
reasons and may not realize a long term return on 
our investments.

We make investments in new product develop-
ments to further our strategic objectives and 
support our key business initiatives. When the 
strategic objectives of an investment have been 
achieved, are no longer deemed needed/prof-
itable, or if the investment diverges from our 
strategic objectives, we may decide to dispose 
of the investment. this often occurs in the high 
end segment where customer requirements de-
mand product modification and/or readjustment 

quickly and significantly. Any failure to anticipate 
or respond adequately to customer requirements, 
or any significant delays in product development 
or introduction, may have an adverse effect on 
our operating results, financial condition and 
cash flows. In addition, the introduction of new 
products may require significant expenditures for 
R&D, manufacturing process capability, sales pro-
motion, and marketing. In order to achieve high 
volume production of any new product, we may 
have to make substantial investments in inventory 
and expand our production capabilities without 
the promise of a long term payback period.  As 
we seek to establish a majority market share 
(greater than 30%), it may require new product 
development for short term growth that may never 
mature to a long term profitable product line.  this 
is a condition of the industry and can often times 
be driven in response to a competitor’s actions – 
which are difficult to predict.

We depend greatly upon a specialized labor force 
which is becoming incredibility difficult to match 
competitors and industry standard labor rates and 
remain competitive. 

In order to compete, we must maintain competi-
tive labor wages and benefits without sacrificing 
profit margins across all product lines. In addi-
tion, hiring and retaining qualified executives, sci-
entists, engineers, technical & managerial staff, 
and sales representatives are critical to our busi-
ness, and competition for experienced employees 
in the sensor industry can be intense. our ability 
to achieve growth in the future will depend, in 
part, on our success in negotiating acceptable la-
bor contracts with our unionized work force.  Ad-
ditionally, our competitors seek to recruit and hire 
the same key personnel. overall, industry wage 
rates have risen over the past 5 years and pre-
dictions indicate a continuation of such a trend. 
therefore, if we fail to stay competitive in salary/
wages and benefits within the industry it may neg-
atively impact our ability to remain competitive in 
industry segments, not to mentioning hiring and 
retaining key personnel. labor rates could drasti-
cally be affected by our competitors who utilize 
higher levels of automation in their production 
processes.  
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By utilizing higher automation and specializing 
in one or two market segments, they depend less 
upon manufacturing labor.  thus, they have the 
ability to offer employees higher wages as they 
utilize a smaller labor force.  Such a condition in-
flates wage rates and could force us to exit a par-
ticular market segment as it would become less at-
tractive and/or profitable to the overall strategy. 
the inability to effectively manage labor nego-
tiations and keep wages at a fair and profitable 
position could harm our results of operations. 

We operate in intensely competitive industry seg-
ments, and our failure to respond quickly to market 
developments and shifts with our offered products 
could harm our ability to compete. 

We operate in intensely competitive industry that 
experiences rapid changes in customer require-
ments, and frequent new product introductions 
and improvements. If we are unable to respond 
quickly and successfully to these developments, 
we may lose our competitive position, and our 
sensors may become uncompetitive. to compete 
successfully, we must maintain a successful R&D 
effort and effectively match production capaci-
ties to market demand by industry segment.  We 
must continually improve our existing products 
and capacities at the same pace or ahead of our 
competitors. these types of events could have a 
variety of negative effects on our competitive po-
sition and our financial results, such as reducing 
our revenue, increasing our costs, lowering our 
gross margin percentage, and requiring us to rec-
ognize losses on our assets.

Because of the wide price differences among and 
within our offered sensors and types of perfor-
mance capabilities of sensors sold affect the aver-
age selling price of our products and have a sub-
stantial impact on our revenue and gross margin. 
When compared to our competitors, Digby finan-
cial results depend in part on the mix of sensors 
that we sell, such as traditional, high end, low 
end, size and performance products. In addition, 
more recently introduced sensors tend to have 
higher associated costs because of initial overall 
development and production ramp. Fluctuations 
in the mix and types of our sensors may also af-

fect the extent to which we are able to recover 
the fixed costs and investments associated with a 
particular product, and as a result can harm our 
financial results.

We have a low bond rating which limits our abil-
ity to generate working capital and increases our 
costs to borrowed needed funds.

presently, we have a less than desirable bond rat-
ing, which means that while we may be paying 
a high yield, we are also presenting a greater 
risk than comparable securities. Junk bonds are 
identified through the lower grades assigned by 
rating services. Because the possibility of default 
is great, junk bonds are usually considered too 
risky for investment by the large institutional in-
vestors (savings and loan associations, pension 
funds, insurance companies, and mutual funds) 
that provide companies such as ours with much of 
their investment capital. Without working capital 
to invest it may be difficult to achieve desired or 
timely growth and the industry evolves and shifts.  
A poor bond rating may affect our ability to se-
cure funding which will ultimately limit our short 
term and long term financial results. 

We currently have a low cash position, which 
could hinder our responsiveness to quickly shifting  
market demands

A low cash position increases the likelihood 
that we will need to go to the capital markets 
to acquire additional funding through the sale of 
bonds or additional stock. If demand falls short 
of our sales forecast, low working capital may 
force to us to utilize an emergency loan, requiring 
us to borrow money at an inflated interest rate. 
Additionally, an emergency loan can have a pro-
foundly negative affect on our profitability and 
shareholder value. low working capital also can 
make it more difficult to expand as we become 
subject to higher interest rates in the bond market 
and can acquire less capital per share through 
future stock issuances. Future stock issuances may 
dilute shareholder value.
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