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1.

INDEPENDENT AUDITOR'S REPORT

The Stockholders and Management of 
Mono Ceramics, Inc. and Subsidiaries
Benton Harbor, MI

Report on the Financial Statements 

We have audited the accompanying consolidated financial statements of Mono Ceramics, Inc. and 
Subsidiaries, which comprise the consolidated balance sheets as of March 31, 2017 and 2016, and the 
related consolidated statements of income, owners’ equity, and cash flows for the years then ended, and 
the related notes to the consolidated financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial 
statements in accordance with accounting principles generally accepted in the United States of America; 
this includes the design, implementation, and maintenance of internal control relevant to the preparation 
and fair presentation of consolidated financial statements that are free from material misstatement, whether 
due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audits. 
We conducted our audits in accordance with auditing standards generally accepted in the United States of 
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about 
whether the consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
consolidated financial statements. The procedures selected depend on the auditor’s judgment, including 
the assessment of the risks of material misstatement of the consolidated financial statements, whether due 
to fraud or error. In making those risk assessments, the auditor considers internal control relevant to the 
entity’s preparation and fair presentation of the consolidated financial statements in order to design audit 
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on 
the effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit also 
includes evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the 
consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 
qualified audit opinion.



2.

Basis for Qualified Opinion

The Company did not allocate the purchase price in excess of the tangible assets acquired from its 
acquisitions to other identifiable intangible assets, but rather allocated the entire amount to goodwill.   In 
our opinion, the allocation of the purchase price should have included an allocation to other identifiable 
intangible assets in order to be in conformity with accounting principles generally accepted in the United 
States of America.  The Company also has not tested goodwill for impairment which is required under 
accounting principles generally accepted in the United States of America.  The effects on the consolidated 
financial statements of these departures from accounting principles generally accepted in the United States 
of America are not reasonably determinable.

Qualified Opinion

In our opinion, except for the effects of the matters described in the Basis for Qualified Opinion paragraph, 
the consolidated financial statements referred to above present fairly, in all material respects, the 
consolidated financial position of Mono Ceramics, Inc. and Subsidiaries as of March 31, 2017 and 2016, 
and the results of their operations and their cash flows for the years then ended in accordance with 
accounting principles generally accepted in the United States of America.

Crowe Horwath LLP

South Bend, Indiana
April 17, 2017



MONO CERAMICS, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

March 31, 2017 and 2016
(Dollars in thousands)

See accompanying notes to consolidated financial statements.

3.

2017 2016
ASSETS
Current assets

Cash and cash equivalents $ 1,639 $ 501
Trade accounts receivable 4,473 3,382
Inventories 3,217 2,827
Prepaid expenses and other current assets 36 423

Total current assets 9,365 7,133

Property, plant and equipment, net 4,656 4,779
Goodwill 9,327 9,327
Other assets 12 12

Total assets $ 23,360 $ 21,251

LIABILITIES AND OWNERS’ EQUITY
Current liabilities

Current maturities of long-term debt $ 294 $ 978
Accounts payable 3,045 1,966
Other current liabilities 580 591

Total current liabilities 3,919 3,535

Long-term debt 696 991
Deferred income taxes 1,536 1,303

Total liabilities 6,151 5,829

Owners’ equity
Common stock, 4,010,000 shares authorized,
issued and outstanding, $1 par value 4,010 4,010

Retained earnings 13,193 11,404
Total owners’ equity 17,203 15,414

Non-controlling interest 6 8
Total shareholder’s equity 17,209 15,422

Total liabilities and owner’s equity $ 23,360 $ 21,251



MONO CERAMICS, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME

Years ended March 31, 2017 and 2016
(Dollars in thousands)

See accompanying notes to consolidated financial statements.

4.

2017 2016

Net sales $ 26,177 $ 23,074

Cost of sales 18,409 16,993

Gross profit 7,768 6,081

Selling and administrative expenses 5,124 4,835

Income before other income (expense) 2,644 1,246

Other income (expense)
Interest expense (43) (83)
Other income, net 58 104

15 21

Income before income tax expense 2,659 1,267

Income tax expense 871 413

Net income including non-controlling interests 1,788 854
Net income (loss) attributable to non-controlling interests (1) 4

Net income after non-controlling interests $ 1,789 $ 850



MONO CERAMICS, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OWNERS’ EQUITY

Years ended March 31, 2017 and 2016
(Dollars in thousands)

See accompanying notes to consolidated financial statements.

5.

Non- Total
Common Retained Stockholder’s Controlling Owners’

Stock Earnings Equity Interest Equity

Balance at April 1, 2015 $ 4,010 $ 10,554 $ 14,564 $ 7 $ 14,571

Distributions - - - (3) (3)

Net income - 850 850 4 854

Balance at March 31, 2016 4,010 11,404 15,414 8 15,422

Distributions - - - (1) (1)

Net income - 1,789 1,789 (1) 1,788

Balance at March 31, 2017 $ 4,010 $ 13,193 $ 17,203 $ 6 $ 17,209



MONO CERAMICS, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

Years ended March 31, 2017 and 2016
(Dollars in thousands)

See accompanying notes to consolidated financial statements.

6.

2017 2016
Cash flows from operating activities

Net income $ 1,788 $ 854
Adjustments to reconcile net income to net cash 
  from operating activities

Depreciation 345 417
Bad debt expense 22 13
Deferred income taxes 233 136
Changes in operating assets and liabilities

Trade accounts receivable (1,113) 640
Inventories (390) 209
Other current and noncurrent assets 387 (65)
Accounts payable 1,079 (83)
Other current liabilities (11) (38)

Net cash from operating activities 2,340 2,083

Cash flows from investing activities
Proceeds on sale of equipment - 14
Purchase of property, plant and equipment (222) (236)

Net cash used in investing activities (222) (222)

Cash flows from financing activities
Distributions to non-controlling interest owner (1) (3)
Proceeds from short-term borrowings - 776
Payments of short-term borrowings - (951)
Payments of long-term debt (979) (1,662)

Net cash used in financing activities (980) (1,840)

Change in cash and cash equivalents 1,138 21

Cash and cash equivalents at beginning of year 501 480

Cash and cash equivalents at end of year $ 1,639 $ 501

Supplemental cash flow information
Cash paid during the year for

Interest $ 38 $ 78
Income tax payments, net 421 180



MONO CERAMICS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

March 31, 2017 and 2016
(Dollars in thousands)

(Continued)

7.

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation:  The consolidated financial statements include the accounts of Mono Ceramics, Inc. 
(“Mono Ceramics”) and its wholly owned subsidiaries, Hofman Ceramic L.L.C., IFGL Inc., E.I. Ceramics 
L.L.C. (“E.I. Ceramics”) and its 51% owned subsidiary Hofmann Pyemetric L.L.C. (individually and 
collectively, the “Company”).  All material intercompany balances and transactions have been eliminated.

Nature of Business:  The Company manufactures and distributes specialized refractories and requisite 
operating systems for the steel industry.  Manufacturing facilities are located in Benton Harbor, Michigan, 
Cincinnati, Ohio, and Hamilton, Ohio. 

Revenue Recognition and Accounts Receivable:  The Company recognizes revenue as its products are 
shipped to its customers and the customer takes ownership and assumes risk of loss.  The Company 
accounts for accounts receivable based on the amounts billed to customers.  Most billing and past due 
receivables are based on the contractual terms.  The Company does not accrue interest on any of its 
accounts receivable.

The allowance for doubtful receivables is determined by management based on the Company’s historical 
losses, specific customer circumstances, and general economic conditions.  Periodically, management 
reviews accounts receivable and adjusts the allowance based on current circumstances and charges off 
uncollectible receivables against the allowance when all attempts to collect the receivable have failed.  At 
March 31, 2017 and 2016, the Company had no allowance for doubtful receivables.  

Cash and Cash Equivalents:  Cash and cash equivalents include cash and highly liquid cash investments 
with original maturities of three months or less.  The Company has cash deposited in a financial institution 
which, at times, may exceed the limits provided by the Federal Deposit Insurance Corporation. 

Concentration of Credit Risk: The Company has three customers within consolidated groups which 
accounted for 34%, 14% and 9% of accounts receivable at March 31, 2017. These customers accounted 
for 18%, 25% and 17% of net sales for the year ended March 31, 2017.

The Company had two customers within consolidated groups which accounted for 30% and 22% of 
accounts receivable at March 31, 2016. These customers accounted for 19% and 24% of net sales for the 
year ended March 31, 2016.

Inventories:  Inventories, net of allowances for obsolete and slow-moving inventories, are stated at the 
lower of cost (first-in, first-out basis) or net realizable value. 

Property, Plant and Equipment:  Property, plant and equipment are stated at cost less accumulated 
depreciation.  Expenditures for additions, renewals and betterments are capitalized at cost.  Depreciation 
is computed by the straight-line method over the estimated useful lives of the respective classes of assets 
as follows:

Buildings and improvements 10 to 39 years
Machinery and equipment    5 to 10 years
Furniture and fixtures    3 to 10 years
Vehicles    4 to 5 years

Maintenance and repair costs are expensed as incurred.



MONO CERAMICS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

March 31, 2017 and 2016
(Dollars in thousands)

(Continued)

8.

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Goodwill:  Goodwill resulting from business acquisitions represents the excess of the purchase price over 
the fair value of acquired tangible assets and liabilities.  The Company has not considered intangible assets 
in allocating the excess purchase price from business acquisitions and has not tested goodwill for 
impairment which represents departures from accounting principles generally accepted in the United States 
of America as described in Note 4.

Long-Lived Assets:  The Company periodically evaluates whether changes in events or circumstances have 
occurred that would indicate that the carrying amount of long-lived assets, other than goodwill, may not be 
recoverable.  An impairment charge would be recorded when the undiscounted cash flows estimated to be 
generated by the assets are less than the carrying amount of those assets.  There were no impairment 
charges recognized in the years ended March 31, 2017 and 2016.

Income Taxes:  Deferred income taxes are recognized using the liability method.  Under the liability method, 
deferred income taxes are recognized for the income tax consequences of temporary differences by 
applying enacted tax rates applicable to future years to differences between the financial statement carrying 
amount and the tax bases of existing assets and liabilities.  The effect on deferred income taxes of a change 
in tax laws or rates is recognized in income in the period that includes the enactment date.

The Company accounts for uncertainty in income taxes in accordance with accounting principles generally 
accepted in the United States of America (“GAAP”) whereby a tax position is a benefit only if it is “more 
likely than not” that the tax position would be sustained in a tax examination, with a tax examination being
presumed to occur. The amount recognized is the largest amount of tax benefit that is greater than 50% 
likely of being realized on examination.  For tax positions not meeting the “more likely than not” test, no tax 
benefit is recorded. Based on the Company’s analysis of the “more likely than not” tax positions there has 
been no liability recorded for uncertain tax positions at March 31, 2017.

The Company is subject to federal income tax as well as various state income taxes.  The Company is no 
longer subject to examination by taxing authorities for years before 2012.  The Company does not expect 
the total amount of unrecognized tax benefits to significantly change in the next year.

The Company recognizes interest and/or penalties related to income tax matters in income tax expense.  
The Company did not have any amounts for accrued interest and penalties at March 31, 2017.

In November 2015, the Financial Accounting Standards Board (“FASB”) issued new accounting guidance 
that requires deferred tax assets and liabilities be classified, on a net basis, as noncurrent in the 
consolidated balance sheets. The Company adopted this guidance for the year ended March 31, 2017, with 
a retrospective application to the balances reported at March 31, 2016. The impact of the adoption as of 
March 31, 2016, was a reduction of total assets and liabilities of $106. 

Use of Estimates in the Preparation of Financial Statements:  The preparation of consolidated financial 
statements in conformity with accounting principles generally accepted in the United States of America
requires management to make estimates and assumptions that affect the reported amounts of assets and 
liabilities and disclosure of contingent assets and liabilities at the date of the consolidated financial 
statements and the reported amounts of revenues and expenses during the reporting period.  Actual results 
could differ from those estimates. Significant estimates include the determination of the allowance for 
doubtful receivables, inventory reserves, and valuation of deferred tax assets.

Subsequent Events: Management has performed an analysis of the activities and transactions subsequent 
to March 31, 2017 to determine the need for any adjustments to and/or disclosures within the consolidated 
financial statements for the year ended March 31, 2017.  Management has performed their analysis through
April 17, 2017, the date the consolidated financial statements were available to be issued.



MONO CERAMICS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

March 31, 2017 and 2016
(Dollars in thousands)

(Continued)

9.

NOTE 2 - INVENTORIES

Inventories consist of the following:
2017 2016

Raw materials $ 1,055 $ 1,143
Work in process 568 464
Finished goods 1,705 1,330

3,328 2,937
Less, allowances for obsolete and slow-moving inventories 111 110

$ 3,217 $ 2,827

NOTE 3 - PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment consist of the following:

2017 2016

Land $ 527 $ 527
Buildings and improvements 3,578 3,578
Machinery and equipment 4,494 4,175
Furniture, fixtures and office equipment 99 99
Vehicles 142 157
Construction in progress 113 210

8,953 8,746
Less, accumulated depreciation 4,297 3,967

$ 4,656 $ 4,779

NOTE 4 - PURCHASE BUSINESS COMBINATIONS

The 2010 acquisitions of E.I. Ceramics and CUSC International, Ltd. (which was merged into E.I. Ceramics)
and 2008 acquisition of Hofmann Ceramic L.L.C. were not accounted for in accordance with accounting 
principles generally accepted in the United States of America.   At the date of the acquisitions, the purchase 
price was allocated to the fair value to the tangible assets acquired, including property and equipment and 
inventories, however management did not allocate the excess purchase price to other identifiable intangible 
assets, but rather allocated the entire amount to goodwill.  In addition, management does not perform an 
impairment analysis of the recorded goodwill.

NOTE 5 - DEBT

On September 6, 2012, Mono Ceramics entered into a Credit Agreement (the “Mono Ceramics Credit 
Agreement”) with Fifth Third Bank which includes a Term Note A, Term Note B and a Revolving Credit 
Note.  Outstanding borrowings under the Mono Ceramics Credit Agreement are secured by all of the assets 
of the Company and bear interest at the one-month LIBOR plus 2.15% (3.13% and 2.59% effective rates
at March 31, 2017 and 2016, respectively). During 2017, the debt obligation was paid in full.   



MONO CERAMICS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

March 31, 2017 and 2016
(Dollars in thousands)

(Continued)

10.

NOTE 5 - DEBT (Continued)

On December 28, 2012, E.I. Ceramics entered into a Credit Agreement (the “E.I. Ceramics Credit 
Agreement”) with Fifth Third Bank which includes a Term Note.  The Term Note is collateralized by specific 
real estate and property and bears interest at the one-month LIBOR plus 1.93% (2.91% and 2.37% effective 
rates at March 31, 2017 and 2016, respectively).  

Short-term borrowings:  The Revolving Credit Note provides for borrowings of up to $1,000, subject to a 
borrowing base, maturing on March 23, 2018. As the note had matured as of March 31, 2017, the Company
had $0 outstanding borrowings, but has secured a commitment from the lender to extend the terms of the 
agreement for an additional year.  

Long-term debt:  Long-term debt consists of the following:
2017 2016

Term Note A $ - $ 533

Term Note B - 155

Term Note 678 783

Equipment Note 312 498
990 1,969

Less, current maturities of long-term debt 294 978

$ 696 $ 991

Term Note A required monthly principal payments of $89 plus interest through maturity on September 1, 
2016.  Term Note A contained a quarterly mandatory prepayment based on a percentage of excess cash 
flows as defined by the Mono Ceramics Credit Agreement.  Fifth Third Bank waived the calculation of the 
mandatory prepayment for periods prior to and including the quarters ended March 31, 2016.  The note 
was paid off during fiscal year 2017. 

Term Note B required monthly principal payments of $26 plus interest through maturity on September 1, 
2016.  The note was paid off during fiscal year 2017. 

The Term Note requires monthly principal payments ranging from $8 to $11 plus interest through maturity 
on December 28, 2022 when all remaining principal is due.

In 2014, E.I. Ceramics obtained an equipment facility (“Equipment Note”) providing for borrowings of up to 
$748 through November 24, 2014 at which point the outstanding balance converted to a term note payable
in equal monthly installments $16 plus interest at LIBOR plus 2.15% (3.13% and 2.59%, effective rates at 
March 31, 2017 and 2016, respectively) through maturity in November 23, 2018.

The credit agreements contain, among other provisions, certain restrictive covenants including the 
maintenance of certain required financial ratios. 

Maturities of long-term debt:  Maturities of long-term debt for each of the next five years are as follows:  
2018 - $294, 2019 - $236, 2020 - $115, 2021 - $118 and 2022 - $123. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

March 31, 2017 and 2016
(Dollars in thousands)

(Continued)

11.

NOTE 6 - INCOME TAXES

Income tax expense consists of the following:

2017 2016
Federal

Current $ 638 $ 277
Deferred 233 136

$ 871 $ 413

For the years ended March 31, 2017 and 2016 the provision for income taxes are different than expected 
from applying statutory rates to pretax income.  The difference is primarily due to permanent tax differences. 

Deferred tax assets and deferred tax liabilities are as follows:

2017 2016
Deferred tax assets

Inventories $ 50 $ 51
Other assets 94 105
Accrued expenses 106 64

Total deferred tax assets 250 220

Deferred tax liabilities
Property, plant and equipment (390) (329)
Goodwill (1,396) (1,185)
Other - (9)

Total deferred tax liabilities (1,786) (1,523)

$ (1,536) $ (1,303)

NOTE 7 - EMPLOYEE BENEFIT PLANS

The Company sponsors an employee retirement savings plans that allow eligible employees of the 
Company to provide for their retirement on a tax-deferred basis.  The Company is not required to match 
participants’ contributions.  Expense under these employee benefit plans aggregated $69 and $70 for the 
years ended March 31, 2017 and 2016, respectively. 

NOTE 8 - RELATED PARTY TRANSACTIONS

The Company is a wholly-owned subsidiary of IFGL Refractories Ltd., India through Monocon Overseas 
Ltd. UK.  The Company regularly transacts business with its related parties.  The following represents 
transactions with the related parties for the years ended March 31, 2017 and 2016:  

2017 2016

Sales $ 83 $ 70
Purchases 2,255 1,647
Expenses paid 120 69



MONO CERAMICS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

March 31, 2017 and 2016
(Dollars in thousands)

12.

NOTE 8 - RELATED PARTY TRANSACTIONS (Continued)

The following represents outstanding balances with related parties as of March 31, 2017 and 2016:

2017 2016

Accounts receivable $ 2 $ 63
Accounts payable 1,629 423

NOTE 9 - LEASES

The Company leases certain equipment and a building under leases expiring through June 2018.  These 
leases are accounted for as operating leases. Total lease expense aggregated $46 and $47 for the years
ended March 31, 2017 and 2016, respectively.  Future minimum lease commitments at March 31, 2017
aggregate $43 and are payable as follows: 2018 - $31; 2019 - $9; and 2020 - $3. 


