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Item 9.01.   Financial Statements and Exhibits.
 

Patrick Industries, Inc. (the “Company”) filed a Current Report on Form 8-K with the Securities and Exchange Commission (“SEC”) on May 24, 2007, disclosing that
on May 18, 2007, the Company had acquired all of the outstanding capital stock of Adorn Holdings, Inc., (“Adorn”) an Elkhart, Indiana-based manufacturer and supplier of
interior components to the recreational vehicle and manufactured housing industries for $78,814,000 in cash including estimated transaction costs. The Company subsequently
filed Amendment No. 1 to the Form 8-K on July 5, 2007 with the purpose of providing:
 
(a), (b), and (c) Financial Statements of Businesses Acquired and Pro Forma Financial Information.
 
 (a) The consolidated financial statements of Adorn as of December 31, 2006 and 2005 and for the years ended December 31, 2006, December 31, 2005 and December

31, 2004 and independent auditors’ report attached as Exhibit 99.1 and incorporated therein by reference.
 

 (b) Unaudited condensed consolidated financial statements of Adorn as of March 31, 2007 and December 31, 2006 and for the thirteen week period ended March 31,
2007 and the twelve week period ended March 25, 2006 attached as Exhibit 99.2 and incorporated therein by reference.
 

 (c) The unaudited pro forma financial information as of March 31, 2007 and for the year ended December 31, 2006 and the three month period ended March 31, 2007 of
Adorn and the Company on a condensed combined basis attached as Exhibit 99.3 and incorporated therein by reference.
 
The purpose of this Current Report on Form 8-K/A (Amendment No. 2) is to amend the original Form 8-K to include the unaudited pro forma financial information

for the six-month period ended June 30, 2007 of Adorn and the Company on a condensed combined basis. This pro forma financial information is attached hereto as Exhibit
99.1 and is incorporated herein by reference. The pro forma financial information attached as Exhibit 99.1 is for your information only and is not an offer to sell or a solicitation
of any offer to buy any securities, including any of the securities that may be referenced in the exhibit.

 
 (d) The following exhibits are included with this report:

 
 Exhibit 99.1 Unaudited pro forma financial information for the six-month period ended June 30, 2007 of Adorn and the Company on a condensed combined

basis.
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Exhibit 99.1
 

UNAUDITED PRO FORMA CONDENSED COMBINED FINANCIAL STATEMENTS
 

On May 18, 2007, Patrick Industries, Inc. (the “Company”) consummated its acquisition of all of the outstanding capital stock of Adorn Holdings, Inc., (“Adorn”) an
Elkhart, Indiana based manufacturer and supplier of interior components to the recreational vehicle and manufactured housing industries for $78,814,000 in cash. The Company
believes the acquisition of Adorn will result in significant benefits to the Company, including increased market penetration into its core manufacturing sectors, improved
operating efficiencies based on increased capacity utilization and the implementation of “best practices” among two of the industry’s leading suppliers, the addition of strong
management team members, and other synergy opportunities including logistics, personnel, product base, and certain strategic purchasing opportunities. The acquisition was
financed through both debt and equity financing which was structured to provide additional liquidity to facilitate the combined companies’ future growth plans and working
capital needs. The purchase of Adorn represents an acquisition of a business and has been accounted for in accordance with SFAS No. 141 Business Combinations. The financial
position and the results of operations for Adorn are included in the Company’s condensed combined financial statements as of and for the six-week period ended June 30, 2007
from the date of acquisition, and are accordingly reflected in the Company’s Report on Form 10-Q for the period ended June 30, 2007.
 

The unaudited pro forma condensed combined financial statements contained herein are based on a preliminary allocation of the purchase price as if the transaction
had been completed on January 1, 2007, and have been derived by combining the Company’s statement of operations for the six-month period ended June 30, 2007, and
Adorn’s statement of operations for the twenty-week period ended May 18, 2007. The Company’s statement includes the results of operations of Adorn for the six-week period
from May 18, 2007 through June 30, 2007. Pro forma adjustments are based on preliminary estimates and assumptions, and do not assume any cost savings or synergies. The
unaudited pro forma condensed combined statements of operations do not purport to represent what the results of operations actually would have been if the acquisition had
occurred as of such date, or what results will be for any future periods.

 
The Company is planning to conduct a $13,500,000 rights offering of common stock to its shareholders in the fourth quarter of 2007, subject to regulatory filing

requirements and shareholder approval. The rights offering will grant shareholders one right to purchase 0.2 of a share of common stock, for each share of the Company’s
common stock they own, at a purchase price of $11.25 per share. In connection with the rights offering, the Company entered into a standby purchase agreement, which is
subject to shareholder approval, with Tontine Capital Partners, L.P. and Tontine Capital Overseas Master Fund, L.P. (collectively “Tontine”) pursuant to which Tontine has
agreed to purchase (i) its pro rata portion of the shares offered in the rights offering, and (ii) any and all shares of the Company's common stock issuable upon the exercise of
any rights that remain unexercised by other shareholders at the closing of the rights offering subscription period. In addition, the Company also plans to offer certain
management employees, subject to shareholder approval, the opportunity to purchase up to 130,000 shares of common stock at the same price of $11.25 per share. The
Company expects to use the proceeds from the rights offering and the sale of common stock to certain management employees to prepay $13,975,000 in principal amount of the
Company’s 9.5% Senior Subordinated Promissory Notes owing to Tontine, to pay related accrued interest, and to reduce borrowings under its senior secured credit facility.
Because the rights offering is still subject to regulatory filings and shareholder approval, the effects are not reflected in the unaudited pro forma condensed combined financial
statements.
 
 
 



See accompanying notes to unaudited pro forma condensed combined financial statement.
 



Patrick Industries, Inc.
Notes to unaudited pro forma condensed combined financial statement for the six-months ended June 30, 2007
(dollars in thousands, except per share information)
 

Note 1. Acquisition of Adorn
 The following table summarizes the aggregate consideration paid for Adorn:

 

 
The cash consideration exchanged for the capital stock of Adorn was funded through the issuance of the Company’s common stock in a private placement to Tontine of
$11,025, the issuance of senior subordinated debt to Tontine of approximately $13,975, term debt borrowings of $50,000 under the Company’s new $110,000 credit
facility, and borrowings under the Company’s revolving line of credit of $3,814.
 
Assets acquired and liabilities assumed in the acquisition were recorded on the Company’s balance sheet based on their estimated fair values as of the date of the
acquisition. The purchase price allocation is preliminary and a final determination of required purchase accounting adjustments will be made upon finalization of asset
valuations and deferred income tax matters. Revision to the fair values will be recorded by the Company as further adjustments to the purchase price allocation. The
following table summarizes the estimated fair values of the assets acquired and liabilities assumed:

As part of the purchase price allocation, the Company valued acquired inventory at fair value as of the date of the acquisition. The effect of this valuation adjustment was
to increase the acquired inventory by $200. Based on the average rate at which inventory turns, this adjustment was fully expensed through cost of sales during the
quarter ended June 30, 2007.

In connection with the Adorn acquisition and as part of the purchase price allocation, the Company recorded liabilities of approximately $1,700 related to involuntary
terminations and relocation of certain Adorn employees and related facility closure costs. As integration plans are finalized these liabilities may be increased or
decreased with the offset recorded in goodwill.

 
 

 



Note 2: Unaudited Pro Forma Condensed Combined Statement of Operations Adjustments
 
 A To record additional depreciation expense related to the fair value adjustment to property, plant and equipment. Depreciation is calculated on the fair value

adjustment using the straight-line method over a weighted-average period of 10 years. For purposes of the pro forma adjustments presented, depreciation is
assumed to be charged entirely to cost of goods sold. Upon completion of final asset appraisals and classifications, actual depreciation may differ from this
calculation and may be charged to other expense classifications.

 
 B To record amortization expense related to the estimated values of acquired identifiable finite-lived intangible assets, using average estimated lives ranging

from five to nineteen years. For purposes of pro forma adjustments presented, amortization is assumed to be charged entirely to selling, general and
administrative expense. Upon completion of final intangible asset appraisals and classifications, actual amortization may differ from this calculation and
may be charged to other expense classifications.

 
 C To eliminate Adorn’s historical interest expense.

 
 D To eliminate the Company’s historical interest expense on its term note and revolver, and record the interest expense adjustment on its new $75,000 term

loan at an estimated LIBOR rate of 5.32% (rate at closing) plus 250 basis points. A 1/8% change in the variable interest rate would have the effect of
increasing or decreasing the expense by $47.

 
 E To record amortization of deferred financing fees associated with the transaction. These fees are being amortized to interest expense over a period of five

years.
 

 F To record interest expense on approximately $13,975 of subordinated debt payable to Tontine at 9.50%.
 

 G To eliminate Adorn’s historical put warrant fair market value adjustment and refinancing fees consistent with pro forma adjustments to the combined
Company’s capital structure.

 
 H To record tax effects of pro-forma adjustments at a 38% combined federal and state tax rate, excluding permanent differences.

 
 

 
 


