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“Safe Harbor” Statement under the Private Securities Litigation Reform Act of 1995:  This 
presentation contains forward-looking statements as defined by the Private Securities Litigation Reform 
Act of 1995. These include statements concerning expectations, estimates, and projections about the 
industry, management beliefs and assumptions of Transcat, Inc. (“Transcat”, “we”, “us”, or “our”). Words 
such as “anticipates”, “expects”, “intends”, “plans”, “believes”, “seeks”, “estimates”, and variations of such 
words and similar expressions are intended to identify such forward-looking statements. These 
statements are not guarantees of future performance and are subject to certain risks, uncertainties and 
assumptions that are difficult to forecast. Therefore, our actual results may materially differ from those 
expressed or forecast in any such forward-looking statements. We undertake no obligation to publicly 
update any forward-looking statements, whether as a result of new information, future events or 
otherwise.  

 
The logos, trademarks, service marks, and trade names that appear in this presentation are the property 
of their respective owners. 
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Good afternoon and welcome to the Transcat annual meeting.   
 
It’s good to see some familiar faces back with us again this year.   
 
For those of you that are new shareholders in Transcat, we think 
you’ll like what you’re going to hear. 
 
Before we begin, let me remind you that this presentation 
contains forward-looking statements and that our company’s 
actual results could differ from those anticipated due to events 
that may be beyond our company’s control. 
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We had a great year in fiscal 2006. 
 
-Increased Sales 
 
-Increased Earnings 
 
-Reduced Debt 
 
Let’s take a closer look at the scorecard. 
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• We had significant increases in net sales – over 9% as a 
whole 

• Operating income increased by nearly 70% to $1.5 million.  
Remember, that number reflects all the investments we 
made in infrastructure and marketing. 

• We reduced our debt significantly by over 40%, resulting 
from our strong operating cash flow. 

• As a result of our income before taxes over the last four 
years and our belief that our future performance will result in 
sustained profitability and taxable income, we reversed a 
significant portion of the our deferred tax valuation allowance 
in fiscal year 2006.   This also signals the end of the 
business turnaround we started in 2002 and our focus for the 
future is on growth. 

 
• Net income increased $3.6 million, or $0.50 per diluted 

share. 
 



These positive results are due to the hard work of the entire 
Transcat team and the execution of our strategic plan.    
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As you all know, we are a leading distributor of test, 
measurement, and calibration instruments and an accredited 
provider of calibration services to customers primarily throughout 
the Process, Utility, Pharmaceutical and Electrical industries.   
 
Our business and market share initiatives are focused on markets 
where companies value quality systems and/or operate in 
regulated environments.  
 
We strive to build barriers to competitive entry by offering the best 
products and calibration services and integrating the two to 
benefit our customers’ operations and lower their costs.   
 

• Our ability to provide test and measurement instruments and 
calibration services within the same industry segments 
uniquely positions us to become a single source solution for 
our customers.   

 



• During fiscal year 2006, approximately 29% of our 
customers utilized both our distribution products and 
calibration services segments of our business.   

 
Let’s take a look at each of our two business segments in more 
depth, beginning with Distribution Products. 



Slide 5 
 

 
 
 
I know that you are all familiar with our Distribution Products 
business, so here’s a quick recap. 
 
We sell over 25,000 products of leading national and proprietary 
brands to a base of 12,000 customers primarily in the process 
and life sciences industries. 
 
We issue our master catalog annually, which goes out in 
September; that’s the new cover on the slide. 
 
We buy from over 250 manufacturers including the best brand 
names in the process industry – Fluke, Hart Scientific, Agilent, 
Ametek, Druck and GE Sensing.    
 
We also are the exclusive distributor of the Altek and Transmation 
calibration lines, which are products that we originally developed 
and manufactured prior to their divestiture in late 2001 to Fluke 
Electronics. 
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Our Distribution Products business operates in a large $1 billion 
overall market that has a growth rate of 1% to 5%.   
 
 
It’s a pretty simple strategy:   

• Carry the products that our customers need,  
• Make sure that the products we carry are the best in the 

industry,  
• Have superior customer service, and  

 
• Keep marketing to and prospecting for new customers 

relentlessly. 
 
It’s a proven formula that delivers results:  Distribution Products 
sales were up 10.1% last year. 
 
It’s also a strategy that demands our constant attention because 
the Distribution Products market is highly competitive.   
 



To maintain our competitive position, we focus on quality, 
turnaround time, inventory availability, product brand name, and 
price.   
 
In addition, we employ a staff of highly trained technical 
application specialists to address our customers’ needs for 
technical support and product application assistance and to 
differentiate ourselves from competitors. 
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Our Master Catalog is the bible of the industry and we mail it out 
to over 50K customers each year in September.  It’s also 
available on-line and in CD-ROM formats as well. 
 
The reason the Master Catalog is so respected in the industry and 
why we have the success in Distribution Products sales that we 
do is because we are constantly updating the catalog to keep it 
current with industry trends. 
 
In our new 2007 catalog, we have over 111 new pages of 
products insuring we are carrying the latest technology.  If we 
don’t have a product that our customers need from one of our 
existing suppliers, we go out and find a quality vendor who can 
supply the products that our customers demand.  In the new 
Master Catalog, we have over 11 new brands represented. 
 
We annually refresh the Master Catalog with new products our 
customers want, as well as dropping products that our customers 
do not want.   
 



Of course, you all know that it’s important that we continually get 
in front of our customers and make them aware of the Transcat 
name and why they need us.  It’s classic direct marketing. 
 
We do 2 or 3 mailings of catalog supplements during the year.  
These are typically 52 pages and include new products, special 
product promotions, and more.  In fiscal 2006 we mailed 600K 
catalog supplements to prospects.  Our goal is to at least 
breakeven on these mailings and we’ve achieved profitability on 
both of our catalog supplement mailings this year, pulling in a 
substantial number of new prospects and new customers. 
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As you know, the Internet is a key marketing channel today for 
companies like Transcat who have a sophisticated customer 
base.    
 
The majority of our customers use the Internet to search for the 
products and services they need.  That’s why an Internet 
marketing strategy is vital to the success of our business. 
 
Our website is a key Internet destination for our customers.  Once 
they arrive at our website, they can find information on the 
products and services they need.  Then, they can call Transcat for 
a quotation or additional assistance.  They can even place an 
order online and they can do that anytime of the day or night. 
 
This year, in addition to our catalog and supplement mailings, we 
are investing in enhancing our presence on the Internet.    
 
Take a look at the webpage above.  That’s the new home page 
for our website.  As you can see, a user can find a wealth of 



information about any product or service that is needed.  It’s easy 
to use and even easier to place an order. 
 
On the new site, we’ll be actively promoting our products and 
calibration services.  As part of our Internet marketing strategy, 
we are implementing a search engine optimization strategy to 
ensure Transcat is in the top list of companies that you see when 
you use search engines like Google or Yahoo.   
 
We’ll be unveiling our new website during the fiscal third quarter 
and hope that you’ll come and check out our new site. 
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The focus for our Distribution Products business is on achieving 
steady organic growth: 

 The cornerstone is our Master Catalog with new products to 
meet customer needs. 

 We’ll continue to distribute catalog supplements and do 
targeted product mailings. 

 Our sales and marketing initiatives will be supported by our 
proactive customer service and application assistance from 
our sales staff. 

 
As you evaluate our progress going forward in this fiscal year and 
beyond, it’s important to understand that on a quarter-to-quarter 
basis, our growth can be influenced by promotions, as well as our 
customers’ business cycles, including capital spending decisions 
and vendor rebates we may earn from increased product 
purchases. 
 



The way we view and evaluate our business is on a yearly basis, 
which is the most accurate gauge of the health of our business 
and not on a quarter-to-quarter basis.    You should do the same. 
 
Of course, when we sell products for leading manufacturers of 
temperature, moisture, humidity, pressure, gas analysis and flow 
instruments to customers in the pharmaceutical, process and 
utility markets, those instruments also have to be calibrated on a 
regular basis.   
 
And that need creates business for our Calibration Services 
operations. 
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Our Calibration Services business provides precise, reliable and 
fast calibrations to the industries that we serve:  process, 
pharmaceutical, utility, and electrical.   
 
We have 12 Calibration Centers of Excellence in the US, Canada 
and Puerto Rico with approximately 8,000 customers.   
 
We are ISO 9000 registered with UL and accredited under the 
ISO 17025 regulation, the industry standard for calibration.   
 
We have a proprietary system called CalTrak that both manages 
workflow within our Centers, as well a as handling the metrology 
management of a customer’s calibration operation.   
 
It’s available on-line to the customer.   
 
So any instruments that they provide to us are entered into our 
system.   
 



They can go on-line and check them and have access to them 
and immediately know where they are in our process and print 
certifications that we’ve done. 
 
Calibration Services is a strategic core competency of our 
company and is where we see the growth coming from in the 
years ahead. 
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We have a very strong customer base.  Our top 200 customers – 
about 34% of our business – are Fortune 500 and include 
companies Wyeth, Johnson & Johnson, and DuPont.   
 
It’s a large market – well over $1 billion in the US and Canada – 
with five principal players – we estimate we are #3 or #4, in an 
industry with little independent research.    
 
The Calibration Services market is highly fragmented.   
 
A large percentage of calibration companies are small businesses 
that provide only basic measurements and service markets in 
which quality requirements may not be as demanding as the 
markets that we strategically target.   
 
Very few of these small businesses are structured to compete on 
the same scale and level of quality as us. 
 



One of the emerging trends we’ve seen during the past few years 
is that our targeted customers are looking to outsource their 
calibration services needs to firms such as ours.   
 
These are companies that have a commitment to quality and 
need the assurance that the calibrations they need are going to 
be provided in a quality, timely fashion, at a fair and reasonable 
price, leaving them free to focus internally on their own core 
competencies.   
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In fiscal 2006, we made two strategic acquisitions that have 
expanded our Calibration Centers to Excellence to twelve centers. 

• We established a presence in the Puerto Rican market with 
the acquisition of Hilton Engineering’s calibration services 
facility.  Almost all of our top customers have plants on the 
island and this is a natural expansion of our relationship with 
the top pharmaceutical companies 

• We acquired N.W. Calibration Inspection, Inc. (NWCI) in Fort 
Wayne, Indiana, which has expanded the services we offer 
our customers and is allowing us to become a more integral 
service supplier within our identified target markets.   

We will continue to target companies that value quality and expect 
documentation of the work performed.  Also, we will continue to 
invest in expanding the capabilities of our calibration laboratories.   
As you look at our results going forward, please keep in mind that 
the selling cycle for Calibration Services can be lengthy, 
sometimes 6 to 12 months.   
 



So as with Distribution Products, you need to view and evaluate 
our Calibration Services business on a yearly basis, which is the 
most accurate gauge of the health of our business and not on a 
quarter-to-quarter basis.   
 
That’s how we do it. 
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Our strategy for growth in this fiscal year is simple:  We will 
continue to be focused primarily on the Process, Utility, 
Pharmaceutical and Electrical industries.   
 
Before I share our outlook for growth in each of our two business 
segments, I want to highlight our first quarter results. 
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Here’s our scorecard for the fiscal year 2007 first quarter.  As you 
can see, we are building on the solid platform that we’ve 
established over the past two years. 
 

 Net sales increased 10.3% to $15.5 million. 
 If you exclude the non-cash expense related to stock options 

vesting during the quarter that we are now required to take, 
operating income increased by 45.2%. 

 Because we have been profitable for the past few years, we 
now need to include a provision for income taxes.  That why 
net income declined this quarter. 

 Distribution Products Net sales continued to grow - 12.3% 
this quarter.. 

 Calibration Services Net sales also grew – 6.5% this quarter.  
However, our Calibration Services growth, excluding NWCI, is 
short of our expectations.  
So in fiscal 2007, we are making changes in our selling processes 
designed to improve our growth rate in this segment. 



Slide 15 
 

 
 

 
 
Next, I want to comment on our balance sheet. 
 
Our receivables are well controlled with our Days Sales 
Outstanding rock solid around 38 days. 
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Our inventory goes up and down as seasonal demand dictates 
and runs around $3.5 to $6.0 million.  At the same time we are 
focused on maintaining a high fill rate on products we stock for 
immediate shipment. 
 
Our debt has been coming down over the past few years and, as 
increased sales and earnings generate cash, we expect to reduce 
it further. 
 
Overall, it’s a solid story in all three areas. 
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While we don’t make specific projections, I’d like to share with you 
our outlook for fiscal year 2007 
 
We expect to build on the solid foundation that has been 
established over the previous four years, with continued steady 
growth in revenues.  We expect the business overall will 
experience growth in fiscal year 2007 similar to that of fiscal year 
2006.   
 
Distribution Products revenues in our direct distribution channel 
should grow in the mid single digits.   
 
Calibration Services revenues should grow in the low to mid 
teens, inclusive of the 5% increase resulting from the acquisition 
of NWCI in February 2006.   
 
Gross margins should improve from potential leverage on 
increased Calibration Services revenues. 
 



Increased operating expenses are primarily targeted to support 
increased revenue growth.   
 
Our operating and net earnings will be significantly affected by the 
expensing of stock options, providing for income taxes, and 
recognizing a non-cash gain associated with a divestiture in fiscal 
year 2002. 
 
And once again, we urge you to evaluate our business on a yearly 
basis, and not on a quarterly basis. 
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Our strategic plan is solid and unchanged and we are focused on 
executing our strategy.   
 
Our Distribution Products strategy is simple:   

• Carry the products that our customers need,  
• Make sure that the products we carry are the best in the 

industry,  
• Have superior customer service, and  
• Keep marketing to and prospecting for new customers 

relentlessly. 
 
Our Calibration Services is a strategic core competency of our 
company and this is where we see the growth coming in the years 
ahead.   

• We are going to continue to target companies that value 
quality and expect documentation of the work performed.   



• We will continue to identify companies with in-house 
calibration operations and present benefits of outsourcing to 
Transcat.   

• In addition, we will continue to focus on cross selling our 
calibration services to our product customers and offer repair 
services on instruments that we calibrate. 

 
We’re also going to continue building relationships with key 
players in every segment of our industry. 

• We believe there are other quality operations like NWCI 
Calibration in both our business segments.    

• We want to be first in their minds when they decide to 
explore a merger or sale. 
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As we go forward into fiscal year 2007, there will be a few 
financial events that you will need to take into consideration if you 
are to properly assess our progress and the strength of our 
business. 
 
One is the issue of recognizing the expensing of stock options.   
 

• We have adopted SFAS 123R which requires us to record 
the expense associated with unvested stock options.   

 
• That expense is estimated to be $400,000 – about one-third 

occurred in the fiscal year 2007 first quarter.  
 
The second is recognition of the gain on the sale of TPG in fiscal 
year 2002.     
 

• This non-cash gain of $1.5 million we expect to recognize in 
our third quarter of this fiscal year. 

 



• In comparing our results for fiscal 2007 to fiscal 2006, you 
need to be aware of the effect of the tax valuation reverse 
reversal, FAS 123R expense and the TPG gain.  
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The success we have achieved during the past four years is the 
result of dedicated efforts by our superb executive officers. 
In May 2006, I was very pleased to announce the promotion of 
Charlie Hadeed to President, in addition to his position as Chief 
Operating Officer.  He is a terrific executive with a superb record 
of accomplishment.  In addition to his superb financial 
management expertise, Charlie has brought outstanding business 
management and leadership skills to Transcat over the past four 
years.  
We are also fortunate to have other strong players among our 
executive officers. 
• John De Voldre, Vice President of Human Resources, is 

celebrating his 35P

th
P anniversary with Transcat this year. 

• Robert C. Maddamma, Vice President of Customer 
Satisfaction, came to Transcat over four years ago from 
Xerox Corporation where he spent 30 years in technical 
services. 



• Andrew M. Weir, Vice President of Field Sales, joined us 
during fiscal year 2006 and has 25 years in business-to-
business sales management. 

• Jay F. Woychick, Vice President of Marketing/Inside Sales, 
has over 20 years in marketing and has been with Transcat 
for over seven years. 

• John J. Zimmer, Vice President of Finance and Chief 
Financial Officer, recently joined us in June 2006 and has 
over 20 years of financial management experience. 

Each of our executive officers shares Transcat's vision and is 
committed to outstanding service and quality.  Together, we are 
focused on achieving long-term, sustainable profitability and 
growth for our company. 
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From all that we’ve said in this presentation, you can understand 
why we believe the possibilities are pretty strong for achieving our 
growth objectives. 
 
We have established a profitable business model, built on proven 
sales and marketing techniques that we have implemented at 
both our Distribution Products and Calibration Services 
businesses. 
 
Our growth will continue to be organic.  We thus have the 
resources to invest in people and equipment as customer demand 
dictates. 
 
At the end of the day, this is what it’s all about:  keeping our 
customers happy by offering them superb service with a 
demonstrated commitment to quality.   
 
That’s what has built our business and what has helped to 
achieve our excellent results this first half and the past fiscal year. 
 



That’s what will help us to deliver excellent results going forward. 
 
Now, we’ll be pleased to answer any questions you may have. 
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