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Quintek Technologies (OTCBB: QTEK) provides business process outsourcing 

(BPO) services and information lifecycle management (ILM) solutions to docu-

ment intensive industries. Quintek’s back office services and solutions improve 

efficiencies within customer  organizations.  The Company accomplishes this 

through outsourcing services, consulting services and solution sales.  These ser-

vices and solutions allow companies to secure and manage their key data de-

mands with optimal efficiency and minimal costs.  The Company’s basic services 

encompass the scanning, digitizing, indexing and uploading of source docu-

ments. Many of its clients are blue-chip firms in the Fortune 500 and Global 2000.  

Quintek enables these corporations to secure and manage their key data process-

ing demands with optimal efficiency and minimal costs.   

 

The Company has executed a number of multi-year service agreements with sev-

eral multi-billion dollar industry leaders within its targeted industries in the last 

few months. This is solid validation of the execution of its business plan and the 

team that has been assembled.  The Company operates through its two wholly-

owned subsidiaries, namely, Quintek Services, Inc., and Sapphire Consulting 

Services, Inc.  
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Quintek Services delivers business process outsourcing services and solutions that enable companies to 

secure and manage their key data processing demands with optimal efficiency and minimal costs. 

 

Sapphire Consulting Services, Inc., offers a broad range of supply chain management consulting ser-

vices.  It assists organizations in creating a higher level of customer satisfaction and efficiency, enhanc-

ing supply chain capabilities and achieving consistent competitive advantages through reduced product 

costs, reduced inventory investment and improved supply chain security. 

 

 

 

• Record Revenues for Fiscal Year Ending June 30, 2005 

• 418% Increase in Revenues Over 2004 

• Six Consecutive Quarters of Revenue Growth 

• Business Process Outsourcing (BPO) is an enormous, rapidly growing industry 

• Focused and effective business strategy 

• Rapid revenue growth 

• Strong industry partners to drive growth 

• Progress in securing financing which is the key to success 

• Long-term customer contracts with multi-billion dollar industry leaders 

Investment Highlights 
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Quintek’s strategy is to become a leading BPO services provider assisting 

companies in manage data gathered from various media sources (digital, paper, 

fax) and upload that data into customer information systems.  This helps to bridge 

the gap between US customers and overseas BPO providers.  Its core competencies 

are performing high-speed, high-quality document scanning, BPO project 

management expertise, identifying relationships with all of the partners necessary 

to deliver a complete solution on and offshore and executive level sales skill.    

 

 

Quintek solves many common problems that companies encounter while 

outsourcing tasks to an overseas BPO providers.    

 

Outsourcing may require steps that physically must be done domestically.  Many processes require 

ongoing information technology integration and document scanning to be done domestically in order to 

support the process being performed overseas. 

 

There may be individual processes that must remain domestic for security reasons.  Quintek can provide 

“rightsourcing,” an integrated service that is a combination of offshoring, domestic outsourcing and 

insourcing. 

 

Finding the right BPO partner is difficult because few overseas BPO providers have an extensive U.S. sales 

presence. 

 

Quintek has established and continues to seek new partnerships with industry leaders.  The Company also 

plans to grow rapidly through mutually beneficial business relationships with large organizations that 

provide a complementary piece of the BPO solution who require the capabilities that Quintek provides.  Its 

plans may be summarized as follows: 

 

• Serving unmet market demand as a next-generation BPO provider with a national presence that 

remains scalable to handle small or large contracts. 

• Achieving rapid revenue growth with sell-through relationships with major sales partners such as 

FedEx, Kinko's, Alteer, Iron Mountain and others. 

• Attracting the most experienced BPO professionals and maximize staff retention with more attractive 

stock option incentives than its competitors. 

• Expanding its customer base through partnerships with large organizations that provide 

complementary BPO solutions. 

Business Strategy 
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The industry categorizes BPO services from Level 1 to Level 5, depending on the level of strategic responsibil-

ity and supervision that the customer wants to delegate to the BPO provider.  Quintek offers ranges from basic 

scanning to Level 2 and 3 BPO services.  It does not offer Level 1 BPO services such as simple data entry as it is 

a low-margin business.  It mainly focuses on Level 2 and Level 3.   

 

• The Level 2 BPO services that it offers involve complex data capture from multi-page forms. 

• The Level 3 BPO services involve workers trained in the customer’s specific industry who are able to inter-

pret data. 

 

The Company’s business plan requires hiring and retaining talented staff.  A strong incentive stock option plan 

for salespeople and an operator incentive plan (OIP) for production people will be a powerful tool for hiring 

and retaining staff.  

 

The Company’s strategy for managing profitability is using the following business structure for its operations: 

• Template Engagement Team for each region comprised of a project manager, production manager and a 

senior sales representative 

• Leveraging of temporary staff 

• Production staff incentive plan 

• Flat organization with few layers of management 

• Offshore partners 

• Customer solution partnership 
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Quintek’s Focus

BPO Service Categories – Classification based on the degree of delegation 
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Document Management & Imaging Services Offered by Quintek 
 

Document process outsourcing is the assignment of an entire document-intensive business process, from end 

to end, to a service provider, who takes over every related task and provides the process at a lower cost and at 

a higher service level.  

 

According to InfoTrends/CAP Ventures in its United States Document Outsourcing Market Forecast, the document 

outsourcing market was estimated to be $30.5 billion in 2003.  Of this amount, approximately $691 million of 

the revenues were attributable to document process outsourcing.  It further forecasted that document process-

ing outsourcing revenues will reach $1.5 billion by 2008, which represents a compound annual growth rate 

(CAGR) of almost 18%.  Some of Quintek’s strengths in this market are listed below: 

 

High speed scanning at client site or QSI production center 

Many large organizations use Enterprise Content Management to manage documents.   

This process converts paper documents into a digital image.  In such a contract, Quintek receives paper 

documents and directly delivers these documents to the customer’s ECM system.      

Domestic/Offshore Data Entry, OCR and Indexing  

This process creates an indexing system for converting digital images.  Quintek uses manual and OCR 

technologies to accomplish this.  Indexing of documents facilitates efficient means of retrieving critical 

documents and information for future use.   It uses what is known as an “Enter – Enter – Compare” process 

to ensure superior quality.  In this process, two separate operators independently index the same docu-

ment and if discrepancies are found between the two separate operator versions, the indexing system is 

immediately halted until appropriate corrections are made to the indexing scheme. 

ASP (Application Service Provider) Hosting of Scanned Images  

The end-user needs Enterprise Content Management to access scanned documents in digital formats.  

Quintek resells web-based document-hosting ASP services to customers who do not want to install their 

own ECM system.  This solution provides Quintek’s clients with the efficient and immediate capability of 

viewing critical documents online.  

Mailroom 

Mailroom outsourcing of inbound hardcopy or electronic mail is the most efficient solution for the cus-

tomer.  Quintek physically retrieves the mail directly from the post office through a post office box, then it 

sorts, scans and captures key data fields from each document.  The scanned images and corresponding 

data are uploaded directly to the customer's ECM or one of Quintek's ASP (Application Service Provider) 

partner systems for online viewing by the customer's end user. 

 

In-House Imaging Solutions (Hardware, Software and Services) 

Quintek offers system design, professional services and expertise in the implementation of the hardware 

and software required for customers who want to use digital documents on an in-house ECM system.  Im-

age repository services help clients to streamline operations by digitizing the contracts, records, files, forms 

and images which allow them to automate the flow of information throughout the company.  
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Sales & Marketing Strategy 
 

Quintek is focusing on paper-intensive, vertical markets.  These markets 

include home mortgage processing, healthcare claim processing and ac-

counts payable.  The mortgage market has likely peaked and is expected to 

slow down, which will benefit outsourcing companies.  According to the 

Mortgage Banker Association, mortgage originations declined in 2004 to 

approximately $2.58 trillion as opposed to 2003 when it approached nearly 

$4 trillion.  The association further estimates that it will rebound in 2005 to 

$2.82 trillion and consequently should decline again in 2006 to around $2.56 

trillion.  

 

The healthcare claims processing market was estimated to be $10.6 billion in 2004 and it is expected to 

increase to $11.7 billion in 2005.  This translates to an annual growth rate of 10%.   

 

Accounts payable is one of the largest and the fastest-growing components of the total BPO market.  

According to an Assocham study, finance and accounting outsourcing services in the global market is 

expected to reach $47.6 billion in 2008.  The five year compounded growth rate should be 9.6 %.     

 

The Company’s sales strategy is to focus its marketing efforts on these key segments using an in-house 

sales team and to expand its existing partnerships, which are backed by robust delivery capabilities.  

Its future plans also include acquiring clients through organic and inorganic means.  

 

Target Specific Account Profiles 
 
Initially, Quintek is committing 50% of its sales efforts to targeting larger $500,000 to $2 million dollar 

multi-year contracts and 50% into closing smaller one-time jobs, ranging from $5,000 to $250,000 in 

revenue. 

 
Managing Rapid Revenue Growth 

 
It is planning to achieve rapid growth by simultaneously establishing customer rela-

tionships directly as well as with national sales partners and large prime contrac-

tors.  Quintek is also planning to increase revenues through organic growth, and by 

establishing a national sales foothold using a compelling incentive stock option plan 

to attract top sales talent.   



Beacon Equity Research  

Quintek Technologies Inc.  (OTCBB: QTEK)                      7                                                Initial Research Report 

October 18, 2005 Analyst:  Shailesh Dhuri, CFA 

www.BeaconEquityResearch.com  

 
Direct Sales, Prime Contractors and Sales Partners 
 
Currently, the Company has 2 full-time direct salespeople.  The Company plans 

to grow this to 35 salespeople.  The senior sales persons are experienced and paid 

fixed salary and sales commission based on their experience.  The new salesper-

sons annual quotas are estimated to be $1.4 million in year one, $2 Million in year 

two, and $3 Million  million in year three.  The Company’s business strategy also 

includes entering into mutually beneficial sales partnership agreements.  It has 

already signed several agreements with major organizations.   

 

 

Solid Growth Strategy 
 
Quintek is planning to expand geographically by recruiting new business development representa-

tives.  It plans to maximize the value of its services by delivering excellence to the customer, identify-

ing and tracking additional opportunities within existing prospects and by winning subsequent work 

within newly created accounts.  Outside of internal growth, the Company plans to develop working 

relationships with investment banks to help identify acquisition targets. The focus will be on acquisi-

tion candidates who have binding long-term profitable contracts. The Company will pursue equity-

based agreements in order to avoid encumbering the firm with excessive debt.  

 

Successfully Securing Expansion Finances 
 
A key milestone of the Company’s business strategy will be when its national expansion financing has 

been secured.  Initially, it is planning 5 million in equity financing and $3.5 million in lease financing.  

By completing these financing agreements, sales are projected to grow to more than $35 million in less 

than 3 years.  Sales growth will likely be at slower pace until this financing has been completed. On 

completion of this financing, it will expand using a two-step process: 

   

1. The first step will be to expand its existing salesforce of experienced sales personnel. 

2. The second is to secure business opportunities where it can earn minimum annual revenues of $1 

million.  The Company will then fund the necessary resources such as production space, staff and 

equipment. 
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Sales Partnerships 
 

FedEx Kinko’s 

The Company entered into an agreement with FedEx Kinko's (NYSE: 

FDX) to provide outsourced services to its customers in June 2004.  

According to the agreement, FedEx Kinko’s will sell Quintek services 

such as: Quintek production center, ASP hosting of scanned images, 

in-house imaging solutions (hardware, software and services), mailroom outsourcing (inbound), do-

mestic/offshore data entry, OCR and indexing.  FedEx Kinko’s has selected Quintek as a preferred 

Document Imaging & Document Scanning Partner for its Western Region.  Quintek has completed 

work for several customer agreements under this relationship.  Quintek and FedEx Kinko’s are cur-

rently providing service for AMGEN under a multi year agreement. Its business strategy will focus on 

active document digitizing as well as back-file conversions in the insurance, healthcare, government 

and financial markets.  This relationship is developing into a solid partnership and a strong key to the 

Company's future growth.  

 

Single Source Partners (SSP) 

On April 2004, the Company entered into an open agreement with Single 

Source Partners (SSP) to advance sales in the mortgage industry.  SSP is a 

large provider of mortgage solutions in Southern California.  Both of the 

companies have identified, and are pursuing, more than $60 million in po-

tential business from SSP’s client companies in Southern California. 

  

GCAP Services, Inc. (GCAP) 

GCAP Services provides Business Process and Systems Redesign solutions 

to the federal, state and local governments in California.  It has entered 

into an agreement where both companies will provide a total end-to-end 

solution in document management conversions for government clients.  

They assist the federal government and public agencies to meet compliance requirements by the de-

sign and implementation of business systems and the establishment of new or streamlined procedures. 
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Currently, Quintek has three financing agreements in place.  Quintek’s new business growth strategy 

will require new equity capital from investors.   Initially, it seeks to raise $3-5 million in equity financ-

ing to help it initiate the first phase of national expansion.  It has also entered into a financing agree-

ment with Golden Gate Investors.  Further, it has entered into an agreement with a Langley Park In-

vestments PLC to purchase $2.3 million of Quintek’s common stock with a two-year lock-up.  It has 

also entered into a lease financing agreement with Vencore Solutions.  

 

Golden Gate Investors 

In August 2004, the Company signed an agreement with Golden Gate, Private Equity Fund, to provide 

capital of $3.3 million with the help of WestPark Capital.  The structure of the investment is to pur-

chase:  

 

2-year $300,000 convertible note payable at 5.75 %.  

3,000,000 warrants to purchase common stock for a period of 3 years at $1.00. 

 

The notes will be converted into the Company’s common stock periodically over the next two years at 

prices up to $0.50 a share based on the market price of Quintek's common stock prior to conversion.  

Upon conversion of the note, Golden Gate Investors is obligated to simultaneously exercise the $1.00 

warrants providing added funding to the Company. 

 

Langley Park Investments 

On Aug. 5, 2004, the Company announced that it has signed an agreement with Langley Park Invest-

ments, PLC, for the purchase, by Langley, of $2.38 million of Quintek's restricted common stock in ex-

change for tradable shares of the investment company.  Langley Park proposed investments in 23 U.S. 

based micro-cap companies currently valued at $139 million.    

 

Langley Park Investments PLC has entered into a "lock-up" agreement which prevents it from selling 

the Quintek shares it received as a result of this transaction, for two years from the closing date.  In full 

payment for the shares of Quintek, the investment company will issue to Quintek $2.38 million equiva-

lent of its shares at a price per share valued at One Pound Sterling.  Langley’s shares have declined 

roughly 85% since closing this transaction. 

 

Vencore Solutions 

On August 2004, Quintek received approximately $500,000 in equipment leasing from Vencore Solu-

tions, a venture leasing company headquartered in Portland, Oregon. 

 Financing Strategy 
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Services & Solutions Delivery Partnerships 
 

Specialization improves efficiency and increases profitability.  Many large companies attempt to inter-

nally provide all aspects of BPO solution and fail to compete with companies that provide a multi-

vendor solution.   Quintek has realized that the growing trend is towards multi-vendor solutions and 

therefore it has entered into partnership agreements with major firms in the industry.  Due to these 

agreements it can offer specialty services which many other competitors will not.       

 

Offshore Partnerships 
 

Outsourcing reduces costs because outsourcing companies develop economies of scale, and a high 

level of expertise and efficiency in the process in which they specialize.  When these services are out-

sourced, additional advantages of cost savings due to lower costs of labor are achieved.  The diagram 

below reflects the current and future attractiveness of offshore BPO market region by region.   

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The Indian outsourcing industry is entering a new stage of evolution.  Despite increasing competition 

from the Far East and other regions, Indian suppliers provide the benefit of cost competitiveness and a 

skilled workforce.   

 

In order to reap the benefits of outsourcing, many BPO companies are building relationships with off-

shore BPO providers. Quintek has developed a deal-by-deal relationship with various offshore BPO 

providers.  The Company believes that there are many skilled providers available and that is should 

follow a multi-vendor relationship in order to receive the best quality output for deliveries.   
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Document Management and Imaging Market  
According to a recent IDC report, the global document management and imaging outsourcing market 

reached $13 billion in 2003 and is expected to expand at a compound annual growth rate of 19.7% over 

the following three years. 

  

The rapid growth of the document management market has been largely unnoticed by industry watch-

ers because it is manifested very differently from industry to industry. While some industries are sim-

ply shifting their efforts from paper to electronic media in order to save money, others, such as the 

health care industry as part of its Health Insurance Portability and Accountability Act requirements, 

are attempting to implement cross-company document management standards and technologies.  

 

Growth in this market is due to rapid adoption of imaging, document, and content technologies over-

all, user demand for easy access to documents, as well as the evolving need for imaging and document 

management within particular vertical segments.   

 

 

Business Process Outsourcing Market 
The Business Process Outsourcing (BPO) Market is rapidly growing.  According to Gartner Research, 

the global BPO market will reach $133.7 billion by the end of 2005, which translates into an increase by 

8% over the previous year.   Gartner further estimates that the worldwide BPO Market will grow from 

$112.9 billion in 2003 to $176.1 billion in 2008, leading to a compound annual growth rate of 9.3%.  The 

US constitutes the majority of the market size.  The chart below shows the BPO market size region by 

region and by billions of dollars from 2002 and 2007. 
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 The global BPO spending in 2003 was $405 billion and is expected to reach to $682.5 billion by 2008.  

This accounts to Compounded growth rate of 11%.  The table given below, shows region wise BPO 

spending and CAGR % from 2002-2008. 

 

 

 

 

 

 

 

 

 

 

 

 

 

Earlier Gartner predicted that approximately 8-12 BPO contracts worth $300 million are likely to be 

signed by the end of first quarter of 2005.  This prediction by Gartner is becoming a reality and it is 

likely that the number of BPO deals will surge in the future. 

 

Key Drivers of Growth 

 

In the United States, outsourcing reduces costs because outsourcing companies develop economies of 

scale, and a high level of expertise and efficiency in the process in which they specialize. When these 

services are outsourced, the additional advantages of cost savings due to lower costs of labor are 

achieved.  According to a survey conducted by Outsourcing Institute, some of the key reasons for the 

growth of outsourcing include: 

 

• Improves the company’s focus 

• Reduces and controls operating costs 

• Frees resources for other projects 

• Gains access to world-class capabilities 

• Resources not available internally 

• Accelerates reengineering benefits 

• Reduces time-to-market 

• Shares risk 

• Takes advantage of offshore capabilities 

• Functions difficult to manage / control 

  2004 2005 2006 2007 2008 CAGR % 

Americas 291072 321492 354636 389511 426612 10.1 

EMEA 98565 108451 119796 131406 145390 9.9 

Asia/

Pacific 
58013 67866 80397 93942 110458 17.0 

World-

wide 
447650 497809 554830 614858 682460 11.0 

Global BPO Spending By Region ($ million) 2004-2008 

Source: IDC, Worldwide and US Business Process Outsourcing 2004-2008 Forecast, April 2004  
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The diagram below shows the advantages of outsourcing: 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Most firms are now becoming more focused on growing bottom-line margins, cutting costs and focus-

ing on core competencies.  Outsourcing labor-intensive processes to Quintek allows firms to achieve 

all of these points.  Interestingly, the U.S. now accounts for 60% of the global BPO market spending 

and this trend is likely to continue. 

 

According to Forrester Research, in an August 2003 report, the U.S. BPO market will expand to $146 

billion in 2008.  The report states that the trend is towards corporations spending more of their IT 

budgets on services. This provides dramatic costs savings to the companies instead of purchasing 

hardware and software.  
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Components of BPO market 
 
The Outsourcing Institute has conducted surveys of various companies and organizations on their out-

sourcing practices.  The total BPO market can be broadly categorized into various businesses.  The 

chart given below shows percentage of the business outsourced.   

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Human Resource and Financial and accounting are the fastest growing components of BPO.  Finance 

& accounting includes Accounts payable and accounts receivables outsourcing.    

Quintek is mainly focusing on three vertical markets Mortgage Processing, Healthcare Claims Process-

ing and Accounts Payable processing.  

 

Accounts Payable Market 
Due to increasing competition in the financial services industry, it appears that outsourcing will con-

tinue to grow at a healthy rate as large multi-national firms try to stay competitive.  Finance and ac-

counting outsourcing services in the global market is expected to reach $47.6 billion in 2008.  Accord-

ing to Assocham, this sector should be one of the largest and fastest growing segments within the BPO 

market, growing at a five year compound annual growth rate of 9.6 per cent.  The spending on out-

sourcing of the transaction management function is expected to grow the fastest, at 9.8 per cent in the 

next five years.  Over 70% of U.S. and European multinational enterprises use business process out-

sourcing (BPO) for financial functions.  Offshoring in the financial services industry in India has grown 

much faster accounting to 80% of the global market.  

 

According Deloitte annual offshore survey 2004 report, offshoring will continue to grow throughout 

this decade. The report estimates that by 2005 approximately $210 billion of industry costs will be off-

shore and by 2010 it will be $400 billion or 20% of the total industry cost base.   
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Source: Outsourcing Institute 
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Healthcare Claims Processing Market 
 
The health care industry is the largest single industry in the United States and expends enormous re-

sources.  Overall healthcare market revenues reached more than $1.4 trillion in 2004.  According to an 

IDC report on May 25, 2004, U.S. spending on claims process outsourcing services was $10.1 billion in 

2003.  IDC had forecasted that the market which is comprised of the commercial healthcare, govern-

ment healthcare, and insurance industries will increase to $15.7 billion in 2008, with a five year com-

pound annual growth rate of 9.1%.  

 

The health care industry is the largest single industry in the United States and expends enormous re-

sources.  Overall healthcare market revenues reached more than $1.4 trillion in 2004.  The total claim 

processing market in US is approximately $ 33 billion.  The total outsourced claim processing market 

in US is $ 10.6 billion, leading to an annual growth rate of 10 % as compare to 2003.  The chart given 

below shows the market size of outsourced claim processing market in US.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Home Mortgage Processing 
Home Mortgage companies are into origination of new loans and refinancing.  Mortgage companies 

outsource its document processing to minimize the time, eliminate the cost and to reduce the risk re-

lated to market fluctuations. 

 

According to Mortgage Banker Association, the total mortgage originated in 2003 was $ 4000 million.  

In 2004, the mortgage originator declined amounting to $ 2589 million.  It further forecasted that in 

2005 & 2006 mortgage originators will be $ 2829 million and $ 2567 million, respectively.   
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 The offshore addressable BPO market for US residential mortgage system is approximately $6-$7.4 bil-

lion, as per Trinity Report.  Currently, the mortgage-processing BPO market in India is approximately 

$150 million. As per Trinity report, US mortgage banking BPO market in India is estimated to reach 

approximately $1 billion over the next five years.   

 

Sales of new mortgage and refinancing have been driven by low interest rates.  We expect that the 

Home Mortgage processing industry will be slow down due to rising interest rates by Federal Reserve 

to stem inflation.  

 

We believe that as mortgage industry slows down, it will open up opportunities for companies like 

Quintek to expand their businesses.  The mortgage companies will be under pressure and addresses 

their documentation backlogs to outsourcing companies.  Further, when mortgage companies have 

plans to slower growth, it has to lower the cost and outsourcing is the best option available.         

 

 

The BPO Providers providing document imaging and BPO services are a 

mix of existing microfilm conversion service providers, scanning service 

providers, document management system integrators, and offshore data 

entry organizations.  Most of the companies are doing business on a local or 

regional level. There are very few truly national providers of BPO and 

Document Imaging.  Quintek Technologies competes with Affiliated 

Computer Services (NYSE:ACS) of Dallas, TX, SourceCorp 

(NASDAQ:SRCP) of Dallas, TX and EDS (NYSE:EDS). 

 

EDS is a Fortune 500 company with reported annual revenues of over $20 billion that provides a broad 

portfolio of business and technology solutions to help its clients worldwide improve their business 

performance. Our core portfolio comprises information-technology, applications and business process 

services, as well as information-technology transformation services. 

 

Affiliated Computer Services is a Fortune 500 company with more than 40,000 employees supporting 

client operations in 100 countries.  It provides business process and information technology outsourc-

ing solutions to world-class commercial and government clients.  ASC has grown from from inception 

in 1988 to reporting over 4 billion in revenues in 2004. 

 

 Competition 
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 SourceCorp provides business process outsourcing solutions to clients throughout the U.S. It focuses 

on business processes in information-intensive industries including healthcare, legal, financial ser-

vices, government, transportation and logistics. Headquartered in Dallas, the company has offices in 

24 states and operates in approximately 40 states, Washington D.C., Mexico and both domestically and 

offshore through alliances. SourceCorp has grown from inception in 1998 to reporting $385 million in 

2004. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
Accounts Payable Services 
 

The development of Quintek’s outsourced Accounts Payable (AP) service, which can benefit almost 

any major corporation.    As a result of increased corporate reporting requirements spurred on by the 

Sarbanes-Oxley Act of 2002, demand is on the rise for solutions such as this. 

 

Last fall Quintek entered into an agreement with a $3 billion provider of industrial and institutional 

applications.  Quintek provides a suite of services that streamline and outsource this company’s ac-

counts payable (AP) function.   

 
 

 

 Recent Business Developments 

50% 

National Expansion 

Plan Secured -

$ 10 million

Equity Financing 

& $ 3-4 million 

Leasing Financing

50% 
Lease Financing 

Secured-
additional
$ 4.5 million

lease financing

Commencement of 
National Expansion-

planning 
10 offices 
in four 

geographical 
regions

Created
process manual 

template 
for 

new office-
to cost control & 
improve efficiency 

Break even in 
19 months 

after completing 
National 
Expansion 
Financing

Recent Progress in Plan Implementation
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Mortgage Services 

The Company entered into an open agreement with Single Source Partners (SSP) in April 2004 to advance 

sales in the mortgage industry.    

 

Last fall, after identification by SSP, Quintek began providing services to a Fortune 10 lending institution, 

with reported annual revenues of over $20 billion.  The Company has seen continued growth in revenues 

within this account.  

 

In July 2005, Quintek executed an Exclusive Sales and Marketing Agreement with SSP targeting approxi-

mately $15 million in new business over the next twelve months. 

 
Healthcare 

Through a subcontracting agreement with a healthcare technologies integrator Precyse Solutions Inc., 

Quintek has been providing imaging service for over 12 months for a major medical center in Los Angeles, 

CA.   

 

Through an agreement with Alteer, Quintek is offering services to the medical market.  It has executed and 

performed on numerous contracts under this agreement. 
 
FedEx/ Kinko’s Partnership 

In the spring of 2004, the Company entered into an agreement with a national recognized business solutions 

and overnight delivery company, to provide outsourced services to their customers. 

 

To date Quintek has provided services for several customer under this agreement and continues to actively 

work with FedEx Kinko’s to further penetrate their customer base.  

 

In February 2005, the Company began work on its first multi-year agreement through the  above mentioned 

relationship.  Under this agreement Quintek is providing services in Thousand Oaks, CA for a lAmgen, a 

leading life sciences and biotechnology company.  

 

 
Supply Chain Management 

Quintek announced the creation of the Sapphire Consulting Services, Inc. business unit, a Supply Chain 

Management (SCM) consulting company that is a wholly-owned subsidiary of Quintek.  Sapphire is rapidly 

contributing to the overall growth of Quintek and it is expected to continue to add new customers and create 

new revenue channels.  Sapphire is headed up by Scott Hine, former Director of Supply Chain implementa-

tion for PeopleSoft in North America. Sapphire has already identified a pipeline of potential business with 

major customers across all markets that exceed $30 million.  

 

Sapphire is penetrating all targeted markets.   Customers to date include Memorex, Avail Medical, Wilbur 

Curtis and Alberto Culver. 
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Financials Through FY 2005 
 

Quintek witnessed strong revenue growth during FY 2005.  Sales revenues for FY 2005 were 

$1,547,923, which represents an increase of 418% compared to the previous fiscal year.  This significant 

growth was a direct result of change in its sales focus to service business.  Cost of goods sold increased 

from $184,964 in 2004 to $1,070,000 in 2005, or 69% of its total revenues.  Quintek has projected that 

gross margins should increase to 52% from its present 31% in the next 2-3 years. 

 

The Company reported a net loss of $7,417,686 in 2005 in spite of a steep rise in revenues.  This was 

primarily due to one-time increases G&A expenditures to retain and recruit key personnel.  The selling 

and distribution expense based on Company projections is expected to decline to 35% in 2009 from the 

present 146% in 2005.  Management also projects a net profit margin in the range of 6% - 15 % during 

the 2006-2009 period.    

 

Quintek has been able to post strong revenues despite keeping its investments in plant and machinery 

to a minimum.  It is very important that the Company raises the necessary finances to fuel its future 

growth and shore up a negative working capital deficit.   

 

Valuation Estimates 
 

We have relied on revenue projections and cost estimates provided by Quintek as well as our own in-

ternal projections based on peer analysis for deriving the value of the business.  

 

We have assumed cost of equity, or discounting rate, of 17% in our DCF calculation.  This comprises 

the Company’s beta of 1.5, a broad market return of 13% and a risk-free rate of 4.5%.  In addition to 

that, we have assumed a long-term growth rate of 5%.   

 

Using these assumptions, we arrive at a target price of $0.15.  This represents a potential appreciation 

of 114% from the Company’s current price of $0.07.  This target is contingent on the firm’s ability to 

achieve the projections made in this analysis. 

 Valuation 
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Free Cash Flow 2006 2007 2008 2009 
Terminal 

Value 

            

            

Net Profit/Loss 1,142,585 2,420,240 3,968,257 4,323,804   

Depreciation 634 906,000 906,000 906,000   

            

Inc/Dec in WC -4,672,108 -315,564 -137,669 0   

Inc/Dec in Other Assets 363,086 0 0     

Capex -3,416,703 -188,750 0 0   

Cashflow from Financing 9,323,012 -623,340 -866,477 -924,507   

            

Free Cash Flow 2,740,506 2,198,586 3,870,111 4,305,297 35,877,473 

            

Discount Rate 1 2 3 4 5 

17%           

  1.17 1.37 1.60 1.87 2.19 

            

Growth Rate           

5%           

            

            

PV  $  2,342,312  $1,606,097  $2,416,383  $2,297,522  $     16,364,116 

Firm Value $25,026,430 

Less: Cash on Hand 12,669 

Total Firm Value  $25,039,099 

    

Expected Diluted Number of Shares 163,905,000 

    

Target Price  $      0.15 



Beacon Equity Research  

Quintek Technologies Inc.  (OTCBB: QTEK)                      21                                                Initial Research Report 

October 18, 2005 Analyst:  Shailesh Dhuri, CFA 

www.BeaconEquityResearch.com  

 

Robert Steele, Age 39, Chief Executive Officer and Director 

In 1999, Mr Steele founded iBrite, a wireless information software company in Reston, VA, and from 

May 1999 through June 2001 served as its Chief Executive Office.  The company established contrac-

tual partnerships with AOL and Global Knowledge.  Navigated a seed round of $1M and a Venture 

Funded Series A round of $3.5M with apost-money valuation of $10.5Million.  At iBrite Mr. Steele 

managed a staff of twenty-five with reports from the VP of Sales and the VP of Engineering.  For nine 

years, from 1988 through 1998, Mr. Steele served as Corporate Vice President & Chief Technology Offi-

cer for CADD Microsystems, Inc. (CMI), currently the leading provider of Autodesk Computer Aided 

Design software, consulting, training and integration services in the Washington, DC Metropolitan 

Area. During his time at CMI, the company grew from $50,000 in annual sales to more than $3,000,000.  

Mr. Steele sold and supervised significant systems integration contracts with clients such as Lucent 

Technologies, Long Airdox Mining (Division of the Fortune 500 Marmon Group), ABB, GSA (General 

Services Administration), FAA (Federal Aviation Administration) and NRO (National Reconnaissance 

Office).  Mr. Steele received a Bachelor of Science in Electronic and Computer Engineering from 

George Mason University in 1988. 

 

Andrew Haag, Age 38, Chief Financial Officer and Director 

Andrew Haag has been the Company's Chief Financial Officer and a Director since January 31, 2003. 

Prior to that, from December 2001, he was employed by the Camelot Group, Inc., an investment bank-

ing firm.  From November 1998 through April 2001 he was employed by Nutmeg Securities, Ltd., 

Based in Westport CT.  From 1992 through 1998 he was employed by Auerbach, Pollak & Richardson, 

an investment banking firm located in Stamford, CT.  Mr. Haag attended the University of Maine and 

CUNY Hunter College. 

 

Mr Haag has assisted in the development of numerous small cap investment banking firms, attracting 

and referring new hires and clients to all offices; developed a national and international client base that 

participated in a majority of the firm's corporate offerings; he has set up and managed road shows for 

firm's corporate clientele; attracted a wide variety of corporate clientele; assisted in the structuring and 

funding of offerings for corporate clientele; and increased visibility of the firm through networking of 

research and offerings. Mr Haag has worked in the capital markets, performed corporate advisory 

work for both public and private companies and raised funds 

 Management 
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Roger Lents Age 55, Director of Sales 

Mr. Lents has 13 years of Executive experience at Applied Materials (Nasdaq:AMAT).  He recently 

completed a long term consulting assignment with Veeco Instruments of New York.  Previously, he 

worked for Intel (Nasdaq:INTC) in a startup business capacity. Mr. Lents has a 20-year history of sales, 

operations and account management experience both nationally as well as internationally. His execu-

tive experience includes sales strategies, customer account management, and operational processes. 

 

Rom Solene Director of Financial and Accounting Services 

Mr. Solene has 18 plus years of industry experience. Prior to Quintek he was with TCS, a division of 

The Tata Group, as Director of all finance and accounting related business process outsourcing (BPO) 

services for North America.  TATA is one of India's largest and most respected business conglomerates 

with reported revenues in 2004-05 of $17.6 billion.   Prior to TCS, Solene, was with ACS (NYSE: ACS), a 

premier worldwide providers of diversified business process and information technology outsourcing 

solutions. ACS is a fortune 500 Company headquartered in Dallas, Texas achieving nearly $5 billion in 

annual revenues.   

 

Quintek has attracted staff members with experience in sales & marketing, operations and administration. Their 

staff has a professional background that spans years at some of the largest organizations in the rapidly growing 

multi-billion-dollar BPO services industry. 

 

Christophe Bahamed- Senior Systems Engineer- His experience includes over five years with Affili-

ated Computer Systems (NYSE:ACS), a $4 billion player in the BPO space; Continental Graphics, an 

imaging services company acquired by Boeing (NYSE:BA) in 2003; and two years with Kofax, the 

world's leading provider of information capture solutions.  More recently, Bahamad has been working 

as an industry consultant.  

 

Sam Contreras - Operations Manager who has more than ten years operations experience completing 

jobs in this space for major corporations covering all verticals.  Sam has in this space for over a decade 

with ASC, ImageMax, Lason and Continental Graphics. 

 

Laura Reiter - Project Manager who has more than ten years experience in providing efficiency studies 

and administrative support for two national service providers.  Laura Reiter has worked in this space 

with Lason and Imagemax. 

 Management (cont.) 
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Uncertainty of Business Strategy 

The Company business plan includes acquisition of other companies.  If the company is not able to 

achieve business strategy, it may adversely affect the company’s projections. 

 

Professional Liability 

It is exposed to the risk of professional liability due to the nature of the industry.  The liability is for caus-

ing operation failure, property damage, personal injury, economic loss, etc.  Such liability may exceed the 

revenues the Company earns.  It has insurance policies to cover the risks, but if in future such insurance 

are unavailable it can adversely affect ability to compete.       

 

Fixed Contract prices 

The Company charges fixed price for its project.  The projections may go wrong if it fail to correctly esti-

mate the price or fail to complete contractual obligation.  This may adversely affect the financial condi-

tion.   

 

Employee Retention  

The Company is dependent on its management for future growth.  It may not be able to achieve the goals 

without key employees.   

 

Uncertainty of Projections 

The Company’s financial projections are based on strong growth expectations and controlling of costs. 

We have arrived at target price of $ 0.15, which indicates a 114% appreciation as compare to current price 

of $ 0.07 based on these projections.  The target price may change if there is any change in the business 

plan of the Company.   

 

Revise Plans 

The Company may have to incur unanticipated resources to complete some projects like changing project 

plan or changing project manager.  These things are unpredictable and may adversely affect Company 

financials or profitability.   

 

Capital Requirement 

The management believes that it can attain adequate funds available of $3 million - $ 5 million private 

placement which is expected to complete by the summer  of 2006.  It received a commitment of $ 3.3 mil-

lion in financing on August 2004.  Of this it has received $1.125 million.  There are funds available for cur-

rent requirements.  But if funds are not available in future, it may adversely affect the Company as it will 

not be able to grow through acquisitions.  This may affect our target price in future. 

 Selected Risk Factors 
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Disclaimer 

Beacon Equity Research (otherwise known as BER) is an independent research firm specializing in small and 

micro capitalization companies.  BER has no investment banking or consultation conflicts thereby minimiz-

ing the inherent conflicts of interest between the research analysts and the companies they cover.  BER is not 

a registered investment advisor or broker dealer.  No information in this report should be construed as an 

endorsement to either buy or sell any securities mentioned in this report.  The analyst(s) who prepared this 

report rely on publicly available information which neither the analyst, nor BER, can guarantee to be error-

free or factually accurate.  All conclusions in this report are deemed reasonable and appropriate by the au-

thor. Beacon Equity Research has been compensated eighteen-thousand dollars by Quintek Technologies for 

a one year enrollment in its research program.  All decisions are made solely by the analyst and independ-

ent of outside parties or influence.  The Private Securities Litigation Reform Act of 1995 provides investors a 

“safe harbor” in regard to forward-looking statements.  To fully comply with the requirements of this law, 

BER cautions all investors that such forward-looking statements in this report are not guarantees of future 

performance. Unknown risk, uncertainties, as well as other uncontrollable or unknown factors may cause 

actual results to materially differ from the results, performance or expectations expressed or implied by such 

forward-looking statements.  Investors should exercise good judgment and perform adequate due-diligence 

prior to making any investment.  In accordance with the “Standards for Independent Research Providers” 

issued by the FIRST Research Consortium, BER makes the following assertions: ratings and price targets in 

this report should not be construed as recommendations or stock price predictors.  Conflicts are inimical to 

credible professional research; however, the analysts responsible for this report publicly state that they do 

not own a stake in any of the companies covered in this report.   

 

Readers of this report are urged to use due diligence in any purchase of security list herein.  Readers should 

consult the Company’s SEC filings as well as our initial report on the firm to better understand the inherent 

risks associated with this security. 

 

Other uncontrollable or unknown factors may cause actual results to materially differ from the results, per-

formance or expectations expressed or implied by such forward-looking statements.  Investors should exer-

cise good judgment and perform adequate due-diligence prior to making any investment. 
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