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Item 1.01 Entry into a Material Definitive Agreement.
 
The Asset Purchase Agreement
 
On August 16, 2016, Sypris Electronics, LLC (the “Seller”), a wholly-owned subsidiary of Sypris Solutions, Inc. (the “Company”), completed the sale of
certain assets, intellectual property, contracts and other assets (the “CSS Sale”) comprised principally of its SioMetrics, Cyber Range, Information
Security Solutions and Data Systems product lines. The assets were sold pursuant to the Asset Purchase Agreement between the Company, Seller, and
Analog Devices, Inc. (the “Buyer”) dated August 16, 2016 (the “Agreement”) pursuant to which the Company received $42,000,000 in cash
consideration.
 
The Agreement contains customary representations, warranties and covenants of the Seller, the Company (as guarantor of Seller’s obligations) and the
Buyer as further set forth in the Agreement. The Buyer deposited $1,500,000 of the cash consideration into an escrow account to be held for up to 12
months in connection with certain post-closing obligations under the Agreement.
 
The Agreement also includes provisions governing: (a) the retention by the Seller of certain responsibilities with regard to environmental, tax,
intellectual property and other liabilities; (b) the administration of employee compensation and benefits during a transitional period; and (c) post-closing
indemnities between the Seller and the Buyer.
 
A portion of the proceeds from the CSS Sale was used to pay off the Company’s Term Loan (as defined below) and pay down the outstanding balance
under the Company’s Revolving Credit Facility (as defined below). The retained portion of the Sypris Electronics business segment will continue to
provide electronic manufacturing services to customers in the aerospace, defense, medical and severe environment markets, among others.
 
Consent and Second Amendment
 
On August 16, 2016, the Company applied a portion of its proceeds from the CSS Sale to repay all current borrowings outstanding under its Amended and
Restated Loan and Security Agreement (the “Revolving Credit Facility”) with Siena Lending Group, LLC and its affiliates (“Siena”).
 
The Company and Siena concurrently entered into a Consent and Second Amendment to the Revolving Credit Facility (the “Consent and Second
Amendment”) which: (i) consented to the CSS Sale; (ii) released all collateral rights of Siena with respect to Sypris Electronics, LLC and the Company’s
operations and subsidiaries in Mexico; and (iii) reduced the maximum loan commitment from $15.0 million to $8.0 million. The Consent and Second
Amendment also reduced certain fees and provided for ongoing borrowings in the ordinary course of business for a period of 90 days following execution
of the agreement, with the intention of further amending or terminating the Revolving Credit Facility within that period.
 
Item 1.02 Termination of a Material Definitive Agreement.
 
On August 16, 2016, the Company applied a portion of the proceeds from the CSS Sale to pay in full its obligations under the Company’s Loan and
Security Agreement (the “Term Loan Credit Agreement”) with Great Rock Capital Partners Management, LLC (“Great Rock”). The Term Loan Credit
Agreement and all outstanding obligations, mortgages, liens and other collateral rights related thereto were terminated upon such payment. The key terms
of the Term Loan Credit Agreement and the amendment to the Term Loan Credit Agreement were disclosed on the Company’s Current Report on Form 8-
K, dated October 30, 2015, as filed with the Securities and Exchange Commission on November 3, 2015 and on the Company’s Current Report on Form
8-K, dated February 25, 2016, as filed with the Securities and Exchange Commission on March 2, 2016.
 
In connection with the early repayment and termination of the Term Loan Credit Agreement, the Company paid Great Rock approximately $1.3 million
in early termination fees, make whole payments and other earned amounts, and Great Rock paid the Company approximately $6.0 million representing
the return of the Company’s cash collateral account.
 
 

 
 



 
 
Item 2.01 Completion of Acquisition or Disposition of Assets
 
On August 16, 2016, Seller completed the CSS Sale. The information under Item 1.01 above is incorporated by reference into this Item 2.01.
 
The accompanying unaudited pro forma condensed consolidated financial statements have been prepared to illustrate the effect of the CSS Sale on the
Company’s historical results of operations and financial position. The accompanying unaudited statements of operations give effect to the CSS Sale as if
it occurred at the beginning of the fiscal periods presented. The unaudited pro forma condensed consolidated balance sheet assumes the sale occurred on
July 3, 2016. The actual effect of the sale could differ from the pro forma adjustments presented. However, management believes that the assumptions
used and the adjustments made are reasonable under the circumstances and given the information currently available.
 
The unaudited pro forma information is based on the historical financial statements of the Company and its subsidiaries after giving effect to the
proposed transaction and the assumptions and adjustment in the accompanying notes to the pro forma condensed consolidated financial statements and
are not necessarily indicative of the financial position or results of operations of the Company that would have actually occurred had the transaction been
in effect as of the date or for the periods presented. The unaudited pro forma financial information should be read in conjunction with the Company’s
historical financial statements, including notes thereto.
 
The unaudited pro forma condensed consolidated balance sheet of the Company as of July 3, 2016 and the notes thereto and the unaudited pro forma
condensed consolidated statements of operations of the Company for six months ended July 3, 2016 and for the years ended December 31, 2015 and
2014 and the notes thereto are filed as Exhibit 99.1 to this Current Report on Form 8-K.
 
Item 3.01 Notice of Delisting or Failure to Satisfy a Continued Listing Rule or Standard; Transfer of Listing.
       
On August 19, 2016, the Company confirmed by telephone to the NASDAQ Stock Market (“Nasdaq”) that its stockholders’ equity, as reported in its Form
10-Q filing for the second quarter of 2016, was below Nasdaq’s minimum listing requirement that we maintain at least $10 million of stockholders’
equity. However, as of the date of this report, the Company believes that its consummation of the CSS Sale has restored the Company to full compliance
with this requirement. Our discussion with Nasdaq had no effect on the listing or trading of our common stock on the Nasdaq Global Market at this time,
but the Company understands that Nasdaq will continue to monitor the Company’s ongoing compliance with the stockholders’ equity requirement.
 

Item 5.02 Departure of Directors or Certain Officers; Election of Directors; Appointment of Certain Officers; Compensatory Arrangements
of Certain Officers.

       
On August 16, 2016, in connection with the CSS Sale, John J. Walsh resigned from his positions as Vice President of the Company, and President of
Sypris Electronic, LLC to join Buyer’s team.
 
Item 9.01 Financial Statements and Exhibits.
      
(b) Pro Forma Financial Information
 
The unaudited pro forma condensed consolidated balance sheet of the Company as of July 3, 2016, and notes thereto and the unaudited pro forma
condensed consolidated statements of operations of the Company for the six months ended July 3, 2016, and the fiscal years ended December 31, 2015
and 2014, and notes thereto are filed as Exhibit 99.1 hereto and incorporated by reference herein.
 
(d) Exhibits.
  
Exhibit
Number

Description of Exhibit

  
99.1 Pro Forma Condensed Consolidated Balance Sheet (Unaudited) of Sypris Solutions, Inc. as of July 3, 2016, and notes thereto, and the Pro

Forma Condensed Consolidated Statements of Operations (Unaudited) of Sypris Solutions, Inc. for the six months ended July 3, 2016, and
the fiscal years ended December 31, 2015 and 2014, and notes thereto.

  
 

 
 



 
 

SIGNATURES
 
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned hereunto duly authorized.
 
 
 Sypris Solutions, Inc.  
    
Dated: August 22, 2016    
 By: /s/ John R. McGeeney  
  John R. McGeeney  
  General Counsel and Secretary  
 
 

 
 



 
  

INDEX TO EXHIBITS
             
Exhibit
Number

Description

  
99.1 Pro Forma Condensed Consolidated Balance Sheet (Unaudited) of Sypris Solutions, Inc. as of July 3, 2016, and notes thereto, and the Pro

Forma Condensed Consolidated Statements of Operations (Unaudited) of Sypris Solutions, Inc. for the six months ended July 3, 2016, and
the fiscal years ended December 31, 2015 and 2014, and notes thereto.



Exhibit 99.1
 

Sypris Solutions, Inc.
Unaudited Pro Forma Condensed Consolidated Statements of Operations

For the Six Months Ended July 3, 2016
(in thousands, except for per share data)

 
      Divested      
  Historical   Business (a)   Pro Forma  
             
Net revenue  $ 50,442  $ 9,310  $ 41,132 
Cost of sales   48,993   7,297   41,696 

Gross profit   1,449   2,013   (564)
             
Selling, general and administrative   11,744   1,445   10,299 
Research and development   214   178   36 
Nonrecurring expense, net   522   -   522 
             

Operating (loss) income   (11,031)   390   (11,421)
Interest expense, net   1,840   1,237   603 
Other (income), net   (2,571)   -   (2,571)
             

(Loss) income before income taxes   (10,300)   (847)   (9,453)
Income tax expense   2   -   2 

Net (loss) income  $ (10,302)  $ (847)  $ (9,455)
Loss per common share:             

Basic  $ (0.52)      $ (0.48)
Diluted  $ (0.52)      $ (0.48)

             
Weighted average shares outstanding:             

Basic   19,725       19,725 
Diluted   19,725       19,725 

 
(a) To eliminate the operating results of the product lines sold to Analog Devices, Inc. and to eliminate the interest expense allocated to the

debt repaid as a result of the disposition for the six month period ended July 3, 2016.
 

 
 



 
 

Sypris Solutions, Inc.
Unaudited Pro Forma Condensed Consolidated Statements of Operations

For the Year Ended December 31, 2015
(in thousands, except for per share data)

 
      Divested      
  Historical   Business (a)   Pro Forma  
             
Net revenue  $ 145,323  $ 16,715  $ 128,608 
Cost of sales   145,005   14,982   130,023 

Gross profit   318   1,733   (1,415)
             
Selling, general and administrative   27,845   4,092   23,753 
Research and development   779   673   106 
Severance and equipment relocation costs   1,338   -   1,338 
             

Operating loss   (29,644)   (3,032)   (26,612)
Interest expense, net   4,223   3,289   934 
Other (income), net   (8,643)   -   (8,643)

Loss before income taxes   (25,224)   (6,321)   (18,903)
Income tax expense, net   1,992   -   1,992 

Net loss  $ (27,216)  $ (6,321)  $ (20,895)
Loss per common share:             

Basic  $ (1.38)      $ (1.06)
Diluted  $ (1.38)      $ (1.06)

             
Weighted average shares outstanding:             

Basic   19,688       19,688 
Diluted   19,688       19,688 

 
(a) To eliminate the operating results of the product lines sold to Analog Devices, Inc. and to eliminate the interest expense allocated to the

debt repaid as a result of the disposition for the year ended December 31, 2015.
 

 
 



 
 

Sypris Solutions, Inc.
Unaudited Pro Forma Condensed Consolidated Statements of Operations

For the Year Ended December 31, 2014
(in thousands, except for per share data)

 
      Divested      
  Historical   Business (a)   Pro Forma  
             
Net revenue  $ 354,776  $ 15,530  $ 339,246 
Cost of sales   315,946   14,722   301,224 

Gross profit   38,830   808   38,022 
             
Selling, general and administrative   35,531   4,516   31,015 
Research and development   579   376   203 
Severance and equipment relocation costs   -   -   - 
             

Operating loss   2,720   (4,084)   6,804 
Interest expense, net   617   638   (21)
Other (income), net   (1,282)   -   (1,282)

Loss before income taxes   3,385   (4,722)   8,107 
Income tax expense, net   4,569   -   4,569 

Net loss  $ (1,184)  $ (4,722)  $ 3,538 
Loss per common share:             

Basic  $ (0.06)      $ 0.18 
Diluted  $ (0.06)      $ 0.18 

             
Weighted average shares outstanding:             

Basic   19,586       19,586 
Diluted   19,586       19,586 

 
(a) To eliminate the operating results of the product lines sold to Analog Devices, Inc. and to eliminate the interest expense allocated to the

debt repaid as a result of the disposition for the year ended December 31, 2014.
 

 
 



 
 

Sypris Solutions, Inc.
Unaudited Pro Forma Condensed Consolidated Balance Sheets

As of July 3, 2016
(in thousands)

 
      Divested   Pro Forma      

  Historical   Business (a)   
Adjustments

(b)   Pro Forma  

ASSETS                 
Current assets:                 

Cash and cash equivalents  $ 1,819  $ 37,548  $ (9,710)  $ 29,657 
Restricted cash   6,000   1,500   (6,000)   1,500 
Accounts receivable, net   12,277   -   -   12,277 
Inventory, net   20,622   (4,534)   -   16,088 
Other current assets   3,624   (637)   (543)   2,444 

Total current assets   44,342   33,877   (16,253)   61,966 
Property, plant and equipment, net   22,330   (776)   -   21,554 
Other assets   3,142   -   -   3,142 

Total assets  $ 69,814  $ 33,101  $ (16,253)  $ 86,662 
LIABILITIES AND STOCKHOLDERS' EQUITY                 

Current liabilities:                 
Accounts payable  $ 10,949  $ -  $ -  $ 10,949 
Accrued liabilities   14,504   -   -   14,504 
Revolving credit facility   4,853   -   (4,853)   - 
Current portion of long-term debt and capital lease obligation   1,912   -   (1,714)   198 

Total current liabilities   32,218   -   (6,567)   25,651 
Long-term debt and capital lease obligation   10,862   -   (7,796)   3,066 
Note payable - related party   6,500   -   -   6,500 
Other liabilities   10,820   -   -   10,820 

Total liabilities   60,400   -   (14,363)   46,037 
Total stockholders’ equity   9,414   33,101   (1,890)   40,625 
Total liabilities and stockholders’ equity  $ 69,814  $ 33,101  $ (16,253)  $ 86,662 

 
(a) Represents cash proceeds from the sale of assets to Analog Devices Inc. consisting of a sale price of $42,000, net of estimated transaction-

related costs of $2,952 and $1,500 reserved in escrow. Also reflects the elimination of assets included in the business lines sold to Analog
Devices, Inc. The tax impacts related to the proceeds from the sale have not been included in the unaudited pro forma condensed
consolidated balance sheet because some significant facts are uncertain at this time. Therefore, income tax-related adjustments could
materially change as we finalize our accounting to be reported in the annual report on Form 10-K for the fiscal year ending December 31,
2016.

  
(b) Represents the repayment of amounts outstanding under the Company's Revolving Credit Agreement, the pay off and retirement of the

Term Loan and the write-off of unamortized debt costs of $1,890. Also includes the release of $6,000 from a restricted cash account held as
additional collateral for the Term Loan.
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