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1 INTRODUCTION 

 

 

Dear Contestants, 

 

Welcome to the 2018 CFI Financial Modeling Competition – World Case Championships! 

 

This Confidential Information Memorandum (CIM) contains extensive information on a private 

company – SHOX SUSPENSIONS INTERNATIONAL.  

 

The purpose of the CIM is to provide you with a data-set to create your financial model, value the 

company, and make an investment recommendation to the partners at a private equity firm. Given the 

time constraints of the competition, the financial information in the CIM has been simplified.  

 

The use of external sources of information to supplement your analysis is allowed but not required for 

the completion of this case. Please cite all sources of information, whether from this CIM or from 

external sources. 

 

If you have any questions or concerns, please submit them by emailing 

support@financialmodeling.org. 

 

We hope this case provides you with a unique learning experience and helps you sharpen your 

financial modeling skills. 

 

Good luck! 

 

 

 
 

Tim Vipond 

Chief Executive Officer 

Corporate Finance Institute® 

 

https://corporatefinanceinstitute.com 
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2 EXECUTIVE SUMMARY (INSTRUCTIONS) 

 

 
You are an Analyst at the private equity firm Silver Lane Management, which invests in high 

growth companies with an expected internal rate of return of 25% or more. This CIM was 

prepared by an investment bank, Mid-Market Advisors, to help their client SHOX raise a round of 

growth equity.  

 

Your task is to create a financial model for the company and price the intrinsic value of the 

business, then present a pitch on whether your firm should invest in the company or not. 

 

INSTRUCTIONS FOR THE CASE 

1. Download all files for the competition (CIM, Excel Data File, PowerPoint Template) 

2. Read the CIM to determine your forecast assumptions and drivers based on industry growth and 

Management’s Discussion and Analysis  

3. Build a financial model and determine the intrinsic value of the Company, and an illustrative internal 

rate of return (IRR) at different prices and under different scenarios 

4. Build a short presentation on the Investment opportunity – summarize your financial model 

(assumptions, financial forecast, valuation, etc) and provide a recommendation 

5. Record a quick 5-minute video presentation (screen recording) of your analysis 

6. Upload all files to My Account on the competition website before the deadline 

 

REQUIREMENTS 

1 REQUIREMENTS FOR YOUR FINANCIAL MODEL (Estimate: 75% of your time) 

1. Clearly laid out assumptions and drivers 

2. Fully linked three financial statements and supporting schedules 

3. Free cash flow and Discounted Cash Flow (DCF) analysis  

4. Expected IRR for the investment opportunity at different prices/scenarios 

5. Formatting must follow the financial modeling best practices guide 

2 REQUIREMENTS FOR YOUR POWERPOINT PRESENTATION (Estimate: 15% of your time) 

1. Key takeaways of the model summarized visually 

2. Clear presentation of Intrinsic Value and IRR under different investment prices/scenarios 

3. Discussion of risk and different scenarios 

4. Clear recommendation stated: 

4.2 Should the firm invest or not? 

4.3 What is the maximum price the firm can pay and still earn their targeted IRR? 

5. Maximum 10 slides  

3 REQUIREMENTS FOR YOUR VIDEO RECORDING (Estimate: 10% of your time) 

1. Screen recording – use screencast-o-matic or a software of your choice  

2. Introduce yourself (name, country, employer/university) 

3. Discuss key slides from your PowerPoint presentation  

4. Discuss and demonstrate inner workings of your Excel model 

5. Maximum 5 min long 

 

https://corporatefinanceinstitute.com/
https://financialmodeling.org/
https://financialmodeling.org/
https://financialmodeling.org/submission-for-the-competition/
https://screencast-o-matic.com/
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3 INVESTMENT THESIS 

 
SHOX: We are looking for $40 million in growth equity, by issuing new common shares. We will 

use the net proceeds from this offering to expand our production of suspensions for powered 

vehicles, and for general corporate purposes.  

 

We believe the high-end segments in which we participate are well positioned for growth due to 

several factors including: 

 

 

• Our premium products allow us to charge an 

increasing retail sales price that is justified by our 

feature-rich product with advanced technologies 

 

• The continuous innovation of our product has 

motivated consumers to upgrade and purchase 

new products for enhanced performance 

 

• Branded auto Original Equipment 

Manufacturers (OEMs) introducing vehicles with 

off-road capabilities  

 

• Increased sales opportunities for high-end 

mountain bikes in international markets. 

 

 

 

WE ARE LOOKING TO ENHANCE: 

GROWTH OPPORTUNITIES  

▪ New powered vehicles category 

▪ Aftermarket growth potential  

▪ International markets remain underpenetrated  

▪ Solid top line and EBITDA growth 

 

OUR COMPETITIVE STRENGTHS  

▪ Broad offering of high-performance products across multiple consumer markets 

▪ Premium brand with strong consumer loyalty 

▪ Strategic brand for OEMs, dealers, and distributors 

▪ Experienced management team 

  

https://corporatefinanceinstitute.com/
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4 OVERVIEW OF THE MARKET 

 

Current Market Segments 

Below is an overview of the mountain bike suspensions and e-bikes suspensions markets in the 

United States, as well as Shox’s market share (mountain bikes and e-bikes combined) in 2018. 

 

 

 

 

 

 

 

 

 

 

 

 

 

Future Market Segment 

Below is an overview of the global off road vehicles (ORV) suspensions market, which Shox plans 

to enter. 

  

 

 

 

 

 

 

 

Source: Internal Research (More information on Excel Data File). 
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5 OVERVIEW OF THE COMPANY 

 

The Company  

Shox Suspensions International (referred to as “Shox”, “the Company”, or “Shox Suspensions”) 

manufactures high-performance suspensions for mountain bikes. The suspensions are focused 

on enhancing the ride dynamics and providing a smooth ride with performance and control. 

Their brand is associated with technologically advanced products which allow them to charge a 

premium price.  

The Company’s products are typically used by high-performing athletes in elite power sports 

events such as Crankworx, the X-Games, and the UCI Mountain Bike World Championships. This 

connects/associates Shox’s brand with high-performance. Therefore, recreational users seek 

their products to mimic high-performance athletes.  

Shox’s sales are comprised of sales to aftermarket customers and sales to Original Equipment 

Manufacturers (OEM).  Shox sells mountain bike suspension products to more than 150 

domestic and international bike OEMs, including Scott, Specialized, and Giant. These are long-

standing relationships with top mountain bike OEMs. The OEMs incorporate Shox suspension 

products into their mountain bikes and sell the bikes to independent dealers. These dealers then 

sell directly to consumers.  

In the aftermarket, Shox sells to dealers in the U.S. and through distributors internationally. The 

U.S. dealers sell directly to aftermarket consumers. Shox overseas distributors sell to 

independent dealers, which then sell directly to consumers. 
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MANAGEMENT’S DISCUSSION OF FUTURE PROSPECTS 

 
Revenue Growth 

BULL: In the bull scenario, we expect an increase in aftermarket sales that would drive our total 

market share for US bikes to 36% by 2022. For our powered vehicles segments, we estimate that 

we will have about 4.5% of global market share of all suspensions in ORVs by Fiscal Year End 

2023.   

BASE:  Aftermarket sales should increase at the same rate as it has for the last 2 years. Sales for 

our powered vehicle suspensions should represent 2.5% market share of the global suspensions 

market in ORVs by Fiscal Year End 2023. 

BEAR: In the worst-case scenario, the penetration into the powered vehicle segment may take 

longer than anticipated. Therefore, we foresee that we would only have 1% of global market 

share of all suspensions in ORVs by Fiscal Year End 2023. 

Costs and Expenses 

BULL: In the bull scenario, costs and expenses would increase at a lower rate relative to our 

revenue and would therefore represent a lower percentage of our revenue. 

BASE: We expect that costs and expenses will increase proportionally to our revenue. 

BEAR: In the worst-case scenario, our costs and expenses would increase at a higher rate than 

our revenue and margins will be compressed. 

 

Capital Assets 

We plan capital expenditures of $10 Million for the next three years to ramp-up production of 

suspensions of our powered vehicle segment.  

Debt and Interest 

We have used the cash generated from our operations, to repay a significant portion of our debt 

which has greatly reduced our interest expense. We don’t foresee making any anticipated 

repayments of our debt, which principal is due in 8 years.  

R&D 

In order to keep our reputation as a high-tech top performance product, we plan to keep 

investing in R&D. We budget that R &D expense will increase at an annual growth rate of around 

20%. 

 

Shares Outstanding 

We currently have a total of 7,000,000 common shares outstanding. We do not have any 

preferred shares. 

 

 

 

https://corporatefinanceinstitute.com/
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5.1 PRODUCTS AND SERVICES 

 

Current Mountain Bike Products: 

 

 

 

 

 

New Segment (Powered Vehicle Suspensions): 

 

 
 

We believe sales of suspensions for powered vehicles can become 40% of our total 

revenue in approximately 5 years. 

 

 

https://corporatefinanceinstitute.com/
https://financialmodeling.org/
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35%

56%

7%

2% SALES BY END-DESTINATION

Europe

North America

Asia

South America

5.2 REVENUE PROFILE 

 
Our sales of bike suspension products continue to exceed expectations and we believe that our 

company will be able to keep expanding on this segment, especially with aftermarket sales. With 

key relationships with OEMs such as Ford, Chevrolet, and Polaris, we believe that the sales of 

suspensions for the powered vehicles category will be a success.  

 

This new product offering will provide us with a new revenue stream. Our brand is associated 

with innovative technology and high-performance suspensions. We believe that our strong 

reputation and brand recognition from our mountain bike segment will transfer at least partially 

to the powered vehicles category.  

 

Polaris has requested us to design and manufacture high-performance suspensions for their 

side-by-side vehicles, part of their ORV segment. Ford and Chevrolet have requested that we 

manufacture suspensions for their Light-duty and Heavy Duty Trucks part of their Off Road 

Vehicles.  
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5.3 CUSTOMER PROFILE 

 
Our select OEM relationships are a great competitive advantage, as they are leaders of their 

respective segments. This positions us to be at the forefront of innovation. As industry leaders, 

OEMs analyze and shape the latest trends in their industry, capturing consumer demands and 

expectations. Our success is, of course, dependent on the success of these OEM customers.  
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6 FINANCIAL INFORMATION 

 

6.1 BALANCE SHEET 

 

For years ended Oct. 31 
(USD ’000s )  2015 2016 2017 2018 

       

 Assets        

 Cash                2,900              6,595  
           

10,839  
           

17,583  

 Accounts Receivable   

           
18,415  

           
19,583  

           
22,417  

           
25,141  

 Inventory    

           
28,865  

           
31,143  

           
33,923  

           
36,978  

 Property & Equipment   

           
12,656  

           
13,792  

           
15,154  

           
16,635  

 Goodwill    

           
27,393  

           
27,393  

           
27,393  

           
27,393  

       

 Intangibles, net                 4,102              4,102              4,087              3,874  

 Total Assets      
           

94,331  
         

102,608  
         

113,813  
         

127,604  

       

 Liabilities        

 Accounts Payable   

           
15,000  

           
17,000  

           
19,500  

           
21,500  

 Debt    

           
55,000  

           
48,500  

           
42,000  

           
35,500  

 Total Liabilities      
           

70,000  
           

65,500  
           

61,500  
           

57,000  

 Shareholder's Equity       

 Equity Capital    

           
10,331  

           
11,351  

           
13,494  

           
15,594  

 Retained Earnings   

           
14,000  

           
25,757  

           
38,819  

           
55,010  

 Shareholder's Equity    
           

24,331  
           

37,108  
           

52,313  
           

70,604  

 Total Liabilities & Shareholder's Equity  
           

94,331  
         

102,608  
         

113,813  
         

127,604  
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6.2 INCOME STATEMENT 

 

 

For years ended Oct. 31  
(USD ’000s )   2015 2016 2017 2018 

      

 Revenue   

         
171,762  

         
201,854  

         
240,754  

         
283,579  

 Cost of Goods Sold (COGS)   

         
122,597  

         
144,765  

         
179,198  

         
206,716  

 Gross Profit    
           

49,165  
           

57,089  
           

61,556  
           

76,863  

 Expenses       

 Sales and Marketing               8,146  
           

10,547  
           

11,407  
           

13,054  

 General and Administrative               6,700              8,002              9,401  
           

15,984  

 Stock Based Compensation                   331              1,020              2,143              2,100  

 Depreciation & Amortization               3,239              3,146              3,373              3,644  

 R&D Expense               8,102              9,815  
           

10,302  
           

13,105  

 Total Operating Expense     
           

26,518  
           

32,530  
           

36,626  
           

47,887  

 Operating Income   

           
22,647  

           
24,559  

           
24,930  

           
28,976  

      

 Interest                8,625              7,763              6,788              5,813  

 Total Expenses   

           
35,143  

           
40,293  

           
43,414  

           
53,700  

 Earnings Before Tax    
           

14,022  
           

16,796  
           

18,142  
           

23,163  

      

 Taxes               3,646              5,039              5,080              6,972  

 Net Earnings    
           

10,376  
           

11,757  
           

13,062  
           

16,191  
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6.3 STATEMENT OF CASH FLOWS 

 

 

For years ended Oct. 31 (USD ’000s )  2015 2016 2017 2018 

       

 Operating Cash Flow       

 Net Earnings    

           
10,376  

           
11,757  

           
13,062  

           
16,191  

 Plus: Depreciation & Amortization              3,239              3,146              3,373              3,644  

 Plus: Stock Based Compensation                 331              1,020              2,143              2,100  

 Less: Changes in Working Capital               3,500              1,446              3,114              3,779  

 Cash from Operations    
           

10,446  
           

14,477  
           

15,464  
           

18,156  

       

 Investing Cash Flow       

 Investments in Property & Equipment  (2,596)  (3,667)  (4,120)  (4,512)  

 Purchase of Intangibles                        -  (615)  (600)  (400)  

 Cash from Investing   (2,596)  (4,282)  (4,720)  (4,912)  

       

 Financing Cash Flow            

 Issuance (repayment) of debt   (5,000)  (6,500)  (6,500)  (6,500)  

 Issuance (repayment) of equity                       -                     -                     -                     -  

 Dividends Paid                       -                     -                     -                     -  

 Cash from Financing   (5,000)  (6,500)  (6,500)  (6,500)  

              

 Net Increase (decrease) in Cash               2,850              3,695              4,244              6,744  

 Opening Cash Balance                    50              2,900              6,595  
           

10,839  

 Closing Cash Balance               2,900              6,595  
           

10,839  
           

17,583  
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6.4 ACCOUNTING POLICIES 

 

REVENUE RECOGNITION  

We recognize sales when persuasive evidence of an arrangement exists, the title has transferred, 

the sales price is fixed or determinable, and collectability of the receivable is probable. Provisions 

for discounts, rebates, sales incentives, returns, and other adjustments are provided in the period 

the related sales are recorded based on management’s assessment of historical trends and 

projection of future results. Sales are recorded net of sales tax. 

 

RESEARCH AND DEVELOPMENT 

Research and development expenses consist primarily of salaries and personnel costs, including 

wages and employee benefits for our engineering, research and development teams, occupancy 

related expenses, fees for third-party consultants, service fees, and expenses for prototype tooling 

and materials, travel, and supplies. The Company expenses research and development costs as 

incurred. 

 

GOODWILL, INTANGIBLE ASSETS AND LONG-LIVED ASSETS 

Goodwill 

Goodwill represents the excess of purchase price over the fair value of the net assets of businesses 

acquired. Annually, we either make a qualitative assessment prior to proceeding to step one of 

the annual goodwill impairment tests or perform a two-step impairment test. If we make a 

qualitative assessment and it determines that the fair value of the reporting unit is less than its 

carrying amount, we perform step one of the annual goodwill impairment test and, if necessary, 

proceed to step two. Otherwise, no further evaluation is necessary. For the two-step impairment 

test, we first compare the fair value of the reporting unit to its carrying value, including goodwill. 

We determine the fair value of the reporting unit based on a weighting of net income and market 

approaches. If the fair value of the reporting unit exceeds the carrying value of the net assets 

assigned to that unit, goodwill is not impaired and no further testing is performed. If the carrying 

value of the net assets assigned to the reporting unit exceeds the fair value of the reporting unit, 

then we perform the second step of the impairment test in order to determine the implied fair 

value of the reporting unit’s goodwill. Impairments, if any, are charged directly to earnings. We 

have a single reporting unit for purposes of assessing goodwill impairment. We completed our 

most recent annual impairment test in the second quarter of 2013. No impairment charges have 

been incurred to date. 
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Finite-lived intangible assets 

We assess the impairment of identifiable finite-lived intangible assets whenever events or changes 

in circumstances indicate that an asset group’s carrying amount may not be recoverable. 

Recoverability of certain finite-lived intangible assets, particularly customer relationships and core 

technology, would be measured by a comparison of the carrying amount of the asset group to 

which the assets are assigned to the sum of the undiscounted estimated future cash flows the 

asset group is expected to generate. If the asset is considered to be impaired, the amount of such 

impairment would be measured by the difference between the carrying amount of the asset and 

its fair value. Recoverability and impairment of other finite-lived intangible assets, particularly 

developed technology and patents, would be measured by the comparison of the carrying amount 

of the asset to the sum of undiscounted estimated future product revenues offset by estimated 

future costs to dispose of the product to which the asset relates. No impairment charges have 

been incurred to date. 

 

STOCK-BASED COMPENSATION 

The Company measures compensation expense for all stock-based payments awards, including 

stock options granted to employees based on the estimated fair values on the date of the grant. 

The fair value of each stock option granted is estimated using the Black Scholes option pricing 

model. Stock-based compensation is recognized on a straight-line basis over the requisite service 

period, net of estimated forfeitures. The forfeiture rate is based on an analysis of the Company’s 

actual historical forfeitures. 

 

INVENTORY VALUATION 

Inventories are stated at the lower of standard cost (which generally approximates actual costs on 

a FIFO basis) or market value. Costs include raw materials, direct labor, and manufacturing 

overhead. Market value is based on current replacement costs for raw materials and on a net 

realizable value for finished goods. Adjustments to reduce the cost of inventory to its net realizable 

value are made, if required, for estimated excess, obsolescence or impaired balances. 

 

DEBT 

We have regularly committed to paying off our incurred debts. We have made regular repayments 

of $6.5 million, that was financed with the cash generated from our operations. We currently have 

an outstanding debt balance of over $35 million. 

https://corporatefinanceinstitute.com/
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7 COMPARABLE COMPANY ANALYSIS 

 

 

Comps Table – ALL COMPANIES 

 

Company Comp Set 

Company 

Name 

TEV/Total 

Revenues 

LTM-

Latest 

TEV/EBITDA 

LTM – 

Latest 

TEV/EBIT 

LTM – 

Latest 

P/Diluted 

EPS 

Before 

Extra LTM 

– Latest 

P/TangBV 

LTM – 

Latest 

NTM 

TEV/forward 

Total 

Revenue 

(Capital IQ) 

NTM 

TEV/Forward 

EBITDA 

(Capital IQ) 

NTM 

Forward 

P/E 

(Capital 

IQ) 

Tesneco Inc. 

(NYSE:TEN) 
0.4x 4.7x 6.3x 6.7x 2.7x 0.25x 2.47x 4.83x 

LCI Industries 

(NYSE:LCII) 
0.9x 7.6x 9.7x 13.4x 5.0x 0.80x 6.81x 10.81x 

KYB 

Corporation 

(TSE:7242) 

0.3x 3.5x 6.4x 5.0x 0.4x 0.31x - 4.44x 

Polaris 

Industries, Inc 

(NYSE:PII) 

1.1x 10.3x 14.9x 22.7x 50.5x 1.02x 7.77x 13.41x 

Thor 

Industries, 

Inc. 

(NYSE:THO) 

0.5x 5.3x 6.1x 9.6x 3.5x 0.46x 5.71x 9.07x 

Harley-

Davidson, Inc. 

(NYSE:HOG) 

2.3x 12.5x 16.0x 13.8x 3.2x 2.53x 13.41x 10.61x 

Brunswick 

Corporation 

(NYSE:BC) 

1.1x 9.1x 11.1x 34.2x 5.6x 0.97x 7.11x 12.15x 

 

 

Comps Table – STATISTICS 

 

Summary 

Statistic 

TEV/Total 

Revenues 

LTM-

Latest 

TEV/EBITDA 

LTM – 

Latest 

TEV/EBIT 

LTM – 

Latest 

P/Diluted 

EPS 

Before 

Extra LTM 

– Latest 

P/TangBV 

LTM – 

Latest 

NTM 

TEV/forward 

Total 

Revenue 

(Capital IQ) 

NTM 

TEV/Forward 

EBITDA 

(Capital IQ) 

NTM 

Forward 

P/E 

(Capital 

IQ) 

High 2.30x 4.7x 16.0x 34.20x 50.80x 2.53x 13.41x 13.41x 

Low 0.30x 3.50x 6.10x 5.0x 0.40x 0.25x 2.47x 4.44x 

Mean 0.94x 7.57x 10.07x 15.06x 10.17x 0.91x 7.21x 9.33x 

Median 0.90x 7.60x 9.70x 13.40x 3.50x 0.80x 6.96x 10.61x 

 

 

Source: S&P Capital IQ Platform 
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