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Earnings

Northmeadow Construction’s earnings for 2007 are up from the previous year. In fiscal year 2006, we earned $32,500,000 in our Services Division, while our Products Division earned close to $16,900,000. We are currently running above that mark at this point in the year.

Services Division 

The Services Division posted an impressive $7,712,000 profit for Fiscal Year 2006, largely as a result of providing new services to customers. We are planning on implementing three additional services by the 2nd Quarter of this fiscal year that we expect will generate even more revenue for the division. We are also implementing some cost-saving measures and exploring new subcontractors to make additional gains in our Services Division.

Products Division 

The Products Division increased earnings by $3,900,000 in the Fiscal Year 2006. This increase is credited largely to Thomas Smith, Vice President of the Products Division, coming onboard in January 2005. Mr. Smith has reorganized the division and streamlined many tasks, thus saving the company hundreds of thousands of dollars. In addition, Thomas has brought a number of great development ideas to the company. While our Services Division hits a broad market spectrum, our Products Division is fairly specialized for a niche market.  

Growth Years

The following table illustrates which fiscal years showed growth for the Services Division and the Products Division.

Table 1-1

	
	FY 2001
	FY 2002
	FY 2003
	FY 2004
	FY 2005
	FY 2006

	Services Division
	X
	
	X
	X
	
	X

	Products Division
	
	X
	X
	
	X
	X


Outlook

The outlook for 2007 is promising. Nationally, new home construction is showing slow but steady gains, although the North Central region remains somewhat sluggish. Commercial construction is showing modest gains, and we expect that our increased presence in that market will increase sales significantly. In addition, a new company Web site and a marketing campaign targeting office build-outs should help bump up sales. We also have a new Development Division in the launch phase, and we will keep everyone posted on that.

New Business

Marika Lorenz and the rest of the Bids and Proposals team have been working very hard to get a number of bids out. If we are successful in landing those bids, we will stand to gain a significant amount of business. These contracts could realize more than $5 million of additional revenue this year. Table 1-2 highlights some of the projects we have submitted proposals for, and the potential revenue of each job.

Table 1-2

	Proposal Number
	Project
	Date of Proposal Submission
	Potential Revenue

	230
	Milton Market
	2/2/07
	950,000.00

	222
	Valley Homes 
	1/20/07
	762,000.00

	205
	Pellman Farms 
	12/20/06
	$1,876,000.00

	220
	Bulow Road, private residence
	1/12/07
	642,000.00

	233
	Condor Road, private residence
	2/11/07
	389,000.00

	221
	Rowe’s Lane, private residence
	1/14/07
	453,000.00


Forecast

Our Accounting department is forecasting sales revenues for Fiscal Year 2006 to be close to $35,000,000 for Services and more than $55,000,000 for Products. These forecasts do not include the revenue stream from our latest residential-development project, Pinewood Hills Estates. Numbers from that transaction will be available at the end of 2007.

Partnerships

Northmeadow Construction is developing partnerships with other vendors and subcontractors to stretch our market coverage of the construction industry in the region. The creation of these industry-based, long-term relationships with a number of smaller service providers will place as in the same category as the leading full-service construction companies. This will allow us to bring down overall costs for our clients while boosting our profits and making us more competitive in the bidding process. Some of these partnerships-in-the-making include:

DeLopez Group (framing/construction)

Crawler Excavation (excavation/foundations)

Monko’s Homes (framing/construction)

Jimson Bros. Masonry (concrete/masonry)

Constant Concrete (concrete/masonry)

Franson Sisters Foundations (excavation/foundations)

We look forward to long and profitable working relationships with these companies and will keep you posted on these exciting changes.

Important Upcoming Meetings

The following meetings are scheduled over the next three months. Department heads should plan on attending all meetings. All employees will be expected to attend the Corporate Policies Meeting scheduled for May 14, 2007. 

Sales Kick-Off Meeting – 4/17/07

Products Overview Meeting – 3/20/07

Services Review Meeting – 3/22/07

Corporate Policies Meeting – 5/14/07

