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San Diego, California-based Hendrx Corporation (OTCBB: HDRX) is engaged in 

the research and development, manufacture, marketing, and worldwide distribu-

tion of water generators, filtration, ionization, and purification devices. The Com-

pany’s various products include Atmospheric Water Generators (AWG), Alkaline 

Calcium Ionic Water Dispensers, Reverse Osmosis units, Reverse Osmosis under 

sink systems, as well as carbon filtration devices.  Hendrx’s principal operations 

have been the manufacturing and distribution of water dispenser systems since 

the acquisition of Fujian Yuxin Electronic Equipment Co. Ltd. in December 2004.  

 

Hendrx utilizes a revolutionary AWG technology to produce safe and drinkable 

water.  AWG refers to the technology of extracting and producing purified drink-

ing water from the humidity present in the air.  To produce pure water, it requires 

no plumbing or any type of external water source except for the water present in 

the air.  It follows the natural water cycle to capture water in its gaseous form and 

convert it back to its liquid form through condensation.  Thereafter, Hendrx util-

izes its key innovation to keep water captured through the AWG process fresh and 

available for drinking.   It is this unique technology and process that makes 

Hendrx stand out amongst its peers and a world leader in the AWG market. 

  Company Background 
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Subsidiaries - Eastway Global Investment, Ltd. 

Hendrx Corporation acquired Fujian Yuxin 

Electronic Equipment Co., Ltd. (Yuxin), and 

was incorporated under the law of China. 

The company currently conducts its princi-

pal business operation through its subsidi-

ary — Eastway Global Investment, Ltd., 

which in turn was established from the foreign invested enterprise — Yuxin. Earlier, Yuxin had been 

internationally recognized for its high quality consumer and commercial products including televi-

sions, air conditioners, computers, cellular phone battery and modems.  However, declining margins 

on these products forced Hendrx to discontinue these lines and focus its entire resources on the devel-

opment, manufacture and marketing of higher margin Atmospheric Water Generators.  

 

Hendrx is a member of the Water Quality Association with all of its products being ISO9002 certified 

as well as CE, CB and CCC certified.  The Company owns patents for atmospheric water generation in 

China and utilizes patents under a license registered in the U.S. It currently has two registered patents, 

four licensed patents as well as one pending patent. The Company’s manufacturing facility, based in 

China, utilizes over 200 skilled employees with a manufacturing capacity of more than 300,000 AWG 

units every year.  Hendrx currently has 11 distributors marketing and distributing AWG products, wa-

ter purifiers and filtration units in over 40 countries around the world. However, Lebanon, Indonesia, 

Israel, Thailand, United States, Malaysia and India account for a major part of its revenue.  For the six 

months ended June 2005, proportionate revenues generated from each of these countries has been 

graphically presented below.  

Revenue Generation by Region
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Hendrx Corporation appears well positioned to benefit from its investment and development of At-

mospheric Water Generator technologies.  Its innovative products enable the transformation of ordi-

nary air into pure and safe drinkable water. 

 

• Innovative Products — The lack of reliable and safe drinking water in most parts of the world 

places its products at a premium. Compared to other companies, which are seeking to convert con-

taminated water into drinkable water, Hendrx products offer a water creation system, which by 

itself is capable of producing fresh, clean, and drinkable water from thin air. 

 

• Advanced Technology — Hendrx’s patented technology is based on an innovative methodology of 

pumping and then filtering water extracted from the atmosphere.  While there are several competi-

tors with the capability of capturing atmospheric water, none have yet managed to achieve the 

high level of purity or the ability to rotate the water (to keep it fresh), which is integral to the Com-

pany’s technology 

 

• New Product Launch — The recent introduction of the Uti (the next generation of multi-functional 

Atmospheric Water Generators) in the market is also expected to boost the Company’s top line 

revenues going forward.  The “UTi,” or Utility model, is a multi-functional 6 in 1 machine, which 

not only produces water, but will also perform as an Air Conditioner, Heater, Dehumidifier, Air 

Purifier and Water Purifier. The product will initially be marketed in China, the U.S., the Middle 

East, Europe and Canada.  We believe the launch of the Uti or Utility model is likely to be a posi-

tive catalyst for the future growth of the company. 

 

• Expansion of Manufacturing Capacity — Hendrx’s expansion of its 

manufacturing capacity in China should help it meet the growing de-

mand for its products.  On October 17, the Company announced that an-

nual production has increased from 50,000 units earlier this year to 

100,000 units (marking an increase of 100%). Additionally, recent plant 

expansion and equipment modernization has increased the manufactur-

ing capacity to 300,000 units annually. 

 

• Leadership position — While the AWG technology is going to bring 

about the next big wave of growth in the water industry, Hendrx Corp. 

has already positioned itself to grab this opportunity and become the 

premier atmospheric water generating player in the world. 

Investment Highlights 
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• Low Cost of Operation — Once purchased, the cost of producing water 

is significantly less when compared to sources like bottled water.  

When purchasing a Hendrx unit, consumers receive highly purified 

water at a lower cost than conventional means.  With the realized sav-

ings, Hendrix’s AWG units can pay for themselves over a very short 

time span and the savings continue long into the future. 

 

• Encouraging market trends — Water is the second-most purchased non-alcoholic beverage in the 

United States and other developed countries.  With the world facing a problem of water shortage 

there is a growing need for alternative sources of water.  Currently the water market, which gener-

ates annual sales of more than $7.7 billion, continues to grow at the rate of 5% per year. Hendrx 

Corp. thus appears set to benefit from this trend as consumers become more aware about the qual-

ity of water that the AWF product offers. 

 

• Competent Management Team — Hendrx is backed by an efficient and capable management team, 

which has the requisite experience, vision and focus to make the Company commercially viable in 

the future. These executives are industry veterans with proven track records in the fields of devel-

opment, commercialization, marketing, and sales of electronics and water-related products. 

 

• Focused Strategy — Management has set forth well-defined short-term as well as long-term strate-

gies for the Company.  Its ultimate focus is to capture market share and emerge as a leader in the 

industry.  Through a carefully constructed strategy, the firm expects to be able to accelerate market 

penetration, drive sales and enhance shareholder value. 
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In the Middle Ages, alchemists tried unsuccessfully to transform lead into 

gold.  Modern-day scientists have become more successful in transforma-

tions, and although it's still not possible to achieve the original goal of the 

alchemist, Hendrx Corporation has devised another remarkable feat -- 

turning air into drinkable water. 

 

This company is capitalizing on two different global needs: the need to pu-

rify existing water, and the need to provide water where there is none. 

 

Bottled water has long been a staple in European countries and now has grown in popularity in the U.S. 

as more people have become concerned about health issues and purity.  Water, the second largest com-

mercial beverage in the U.S., accounts for $7.7 billion in annual sales in the U.S. alone.  

 

Water is a commodity humans can not live without, yet the supply of it is often polluted, undrinkable or 

inaccessible--and in countries around the world, there is a vital and urgent need for a pure supply.  The 

Company has six products in its lineup, all manufactured in China.  Its water filtration units are capable 

of "hyper filtration," which removes the smallest ions from the water to improve the water's color and 

taste, as well as to remove impurities.  The breakthrough Desalinator product removes salt from sea-

water, transforming a massive supply of undrinkable water into pure, drinkable water.  Perhaps the 

most innovative product however, is the Rainmaker, an Atmospheric Water Generation (AWG) machine 

that literally takes water out of the air, purifies and dispenses it, without any attached plumbing. Hendrx 

also produces a small household unit that can produce up to 12 liters of water a day, as well as an indus-

trial unit that can produce up to 5,000 liters a day.  In addition to providing an inexpensive supply of 

pure drinking water in advanced countries, the AWG unit has obvious utility in more distressed coun-

tries that lack a viable infrastructure for delivering pure water.  

 

The stock is currently trading around its 52-week low, which presents an interesting opportunity to in-

vestors.  This month, the Company announced the completion of its expansion project, which has in-

creased annual production from 50,000 to 100,000 units. The firm is experiencing a tremendous ramp-up, 

with the quarter ending June 30 seeing revenues of $1.2 million, up from zero in the year-ago quarter, 

primarily from sales of its AWG units.  Profitability is on the horizon as sales continue to come online 

and the firm expands its marketing efforts to include not only “big box” commercial retailers, but also to 

establish sales in the industrial, military and disaster relief sectors.  To reach that point, Hendrx success-

fully obtained a private equity placement of $7.9 million this April.  A profitable year in 2005 is likely, 

and we set a target share price of $7.94 based on our analysis - which would be about a 150% return from 

current levels.  

Report Overview 
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The following chart shows the recent trend for the Dow Jones US Water Index versus the performance 

of Hendrx Corporation.  The recent pullback in the price of HDRX stock may present an opportunity 

to investors as the spread between the two is currently at the upper end of its historical range.  History 

would dictate that either the DJ Water Index will fall further, or that Hendrx will rebound and close 

this gap. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

In the chart below, notice the drastic pullback recently in the DJ Water Index from over 800 to bottom-

ing out at 650 – a decline of nearly 25% in a matter of weeks.  This index appears to be highly oversold 

and poised to turnaround in the near-term.  Hendrx should be a beneficiary of any rebound in this sec-

tor. 
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The company utilizes an innovative Atmospheric Water Generation (AWG)  technology to make avail-

able safe, affordable and great tasting drinking water.  Since this technology enables the production of 

water from air, water can be produced in places even where no source of water exists. Air is made to 

pass through a filter and thereafter condensed to form droplets of water. Once water is captured, it is 

processed through a series of filters and ultra violet rays to purify it and make it fit for human con-

sumption.  To make the collected water completely pure, it is first pumped through a collection tray 

where it gets purified and disinfected.  Thereafter it is again filtered using ultra filtration and granu-

lated activated carbon, and finally sent through UV Disinfections and pumped into storage tanks.  The 

Company’s advanced technology enables it to first produce water and then keep the accumulated wa-

ter fresh.  The combination of all of these technologies is expected to make Hendrx a leader in the rap-

idly growing water production sector. 

Technology 

Air Air Air Condenses  

Into Water 
Pump 
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In the near term, Hendrx remains focused on five key areas —generating positive cash flow from op-

erations, expanding marketing efforts, increasing manufacturing capacity, continuing research and de-

velopment, and ensuring that the Company is recognized as a global leader in AWG industry.   

 

Management intends to increase sales of its AWG products internationally as well as locally in China 

by re-evaluating existing distribution agreements, developing new markets and considering alterna-

tive marketing models.  The Company also plans to align itself with major distribution partners and 

“big box” retailers.  By targeting residential and commercial customers, Hendrx plans to enter the 

North American market in the near future.    

 

An increase in demand has to be met by increasing the Company’s manufacturing capacity.  In addi-

tion to its state-of-the art manufacturing facility in China, the Company is currently exploring addi-

tional manufacturing facilities in Central America, Eastern 

Europe and Turkey to bolster its manufacturing capacity.  

Hendrx has been manufacturing its AWG products for the past 

three years and the current manufacturing capacity of the plant 

exceeds 300,000 units of AWG, RO, and Alkaline Ionic Water 

Dispensers annually.  Research and development activities are 

focused on AWG units, reverse osmosis devices, related filtra-

tion systems, and development of the next generation of the 

"ERIVA" brand unit.  

 

In order to meet its financial requirements, the Company recently raised $7.96 million through a pri-

vate equity placement in April 2005.  These funds were earmarked for expanding marketing opera-

tions, expanding its manufacturing facility, streamlining operations, as well as for improving product 

quality and for research and development activities.  The proceeds were also utilized for meeting 

pending obligations in relation to the Yuxin acquisition.   

 

Over the long term, management plans to establish sales in the industrial, military, commercial, disas-

ter relief and humanitarian market segments of the water industry. The Company also plans to set up 

a new manufacturing/assembly facility in Mexico to take advantage of low labor costs and the North 

America Free Trade Agreement, which would enable Hendrx to obtain a "GSA" number, and permit it 

to supply AWG units to the U.S. government.  By focusing on product improvement, the Company 

plans to maintain its position of technological leadership and innovation in AWG technology. Manage-

ment also intends to continue growing its intellectual property portfolio by registering patents and 

Business Strategy  
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Hendrx Corporation has six primary products, all of which are manufac-

tured in China under strict quality guidelines.  All of these highly innovative 

products have the following features — advanced digital widescreen dy-

namic display; electronic sensors; microcomputers; Venturi fan; proprietary-

activated carbon filters; UV sterilization; cool, warm and hot water output; 

and Dow chemical reverse osmosis filters. These products benefit the con-

sumer by providing them a permanent water source, are economical, reliable, efficient & convenient, 

and provide safe water at all times at any required place.  Additionally, these products have large envi-

ronmental benefits as well some of which include that they do not create any kind of pollution, waste, by 

products, or utilize any chemical in the process.  Each of the six products are discussed in detail below: 

 

Rainmaker  

 

The Rainmaker is a multifunctional Atmospheric Water Generation machine capable of gen-

erating water, dehumidifying and filtering air. While dehumidifying air helps protect furni-

ture and electronic goods from adversities caused by humid air, filtering of air enables to 

get rid of dust, bacteria, and fungus and makes air fresh for breathing.  The Rainmaker has 

been designed to fit on the countertop and can be used in a number of environments, in-

cluding the home, office, hospitals, boats, and schools. The product has many advantages, 

some of which have been outlined below: 

 

• The unit is capable of performing three vital functions of generating water, dehumidifying and 

filtering air.    

• It is a cost effective means of procuring safe drinking water costing about 10% of the                 

bottled water. 

• The water creation process is 100% free of chemicals.  

• It does not have to be attached to any pipes or require plumbing. 

 

As the name suggests the Rainmaker makes rain, however this rainwater is safe, uncontaminated and fit 

for human consumption.  With consumers widely looking for alternate sources of high quality, fresh 

drinking water; the Rainmaker offers a tremendous growth opportunity to the company.     

Products 
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 The Uti 

 

Hendrx recently announced that they are soon going to launch a new product —The 

Uti — which is a multi-functional unit capable of performing six different functions, 

which include, water generator, air conditioner, space heater, dehumidifier, air puri-

fier and water purifier.  The Uti is one of the most versatile and cost effective units.  It 

can be utilized all year round, and in all seasons.  Given the growing demand for 

clean water, air conditioning, and heating in China, USA, The Middle East, Europe, 

and Canada, management intends to first introduce the unit in these areas.  The 

multi-functionality of the Uti will enable Hendrx to simultaneously penetrate markets 

for air conditioning, heating, dehumidifier, air purification, water purification, and 

water. The main advantages of the Uti include — production of water at a fraction of 

the cost of bottled water, low noise air conditioning, heater with 3 levels of fan 

speeds, air cleansing & odor reduction, and water filtration.  Given that a customer 

could meet the needs of many electronic gadgets by purchasing this one unit, The Uti provides con-

sumers an excellent value, and gives Hendrx an extraordinary opportunity to market to millions of 

households around the world.   

 

The Osmo   

 

The Osmo is primarily a water filtration unit utilizing a five-stage filtration 

process to provide hot, warm, and cold water. The five stages of filtrations 

consist of a muddy filter, a sediment filter, a carbon filter, a reverse osmosis 

membrane, and a PI-water filter. This machine utilizes the reverse osmosis 

process, also known as hyper filtration, which is known to be the finest filtra-

tion process around the world.  The process allows for the removal of the 

smallest of ions from the water.  The unit purifies water and removes salts and 

other impurities in order to improve color, taste, and properties of the fluid. 

The unit utilizes four gallons of water to produce one liter of purified water. Its 

advantages include UV lamp sterilization; FDA approved materials, overheating protection, a micro-

computer control system, and availability in both the counter and the floor models (both pictures have 

been displayed above). The machine is so efficient in purifying water that it is capable of even filtering 

bacteria, salts, sugars, proteins, particles, dyes, and other micro-fine particles.  
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The Ionic  

 

Hendrx also produces Alkaline Calcium Ionic Water dispensers, whose main 

function is to ionize water.  Ionized water refers to water that has been fil-

tered and infused with electrons that can be supplied to active oxygen in the 

human body to help block the oxidation of normal cells. Ionized water pro-

duces hydroxyl ions which help with oxygen production, neutralizing harm-

ful free radicals, increasing energy level, correcting body's acid/alkaline bal-

ance, hydrating cells and in general reducing many of the symptoms of ag-

ing. Ionized water has many benefits some of which have been outlined be-

low: 

 

• Ionized water is up to six times more hydrating than conventional water  

• It helps improve the taste and quality of food, as it is able to hydrate food better thereby bring-

ing out its flavor.  

• Acidic Ionized water is great for the skin and itchy scalp —application of acidic ionized water 

to the skin helps to clear up bacteria (reducing acne and other blemishes) and works like an as-

tringent to tighten skin. It can also be used to reduce the inflammation and itchiness caused by 

insect bites. 

 

Given the large number of benefits of ionized water, consumers around the world are expected to buy 

the Ionic as they become more aware about the advantages of utilizing ionized water. 

 

The Desalinator  

 

The Desalinator is a machine capable of removing salt from seawater, thereby mak-

ing available fresh water for homes and offices. Pretreated water is delivered to the 

Desalinator by a centrifugal pump to the spiral wound membrane where high sa-

linity water is separated into two streams. The water passing through the mem-

brane experiences a pressure drop and flows to the outlet point through the central 

tube. Salt, which gets captured on the membrane, leaves the system on the other 

side of the module with a pressure valve similar to the inlet.  
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The Big Blue  

 

Hendrx manufactures two types of AWG systems—

conventional small units that can produce between 5-12 liters of 

drinking water every day and large, industrial water generators 

which are capable of producing up to 5,000 liters of drinking 

water every day for use in military, commercial, humanitarian, 

and disaster relief applications.  The Big Blue refers to the sec-

ond variety of the AWG.  The unit is currently in the pre-production stage and will be available in 3 

capacity sizes which will allow for 1,000 liters, 3,000 liters, and 5,000 liters of fresh drinkable water 

generation every day. 

The water industry consists of tap water, bottled water and “point of use” filtration technologies (like 

AWG, RO, carbon and media filters).  The overall market has grown significantly in the last few dec-

ades as many consumers have displayed a shift in their preference for water over other beverages. As a 

basic necessity of life, water demand also follows the natural growth rate of the population.  Wary of 

potential contaminants, many people around the world have been replacing plain tap water with bot-

tled or filtered water at a rapid pace. Currently the bottled water industry is the fastest-growing non-

alcoholic beverage industry in the world.  It is estimated to grow to $35 billion annually in the near fu-

ture. The annual consumption of bottled water worldwide, which currently stands at 30.8 billion gal-

lons, is expected to increase to 50 billion gallons by 2008.  In the last decade, annual bottled water sales 

in the U.S. increased from $2.6 billion to $7.7 billion.  

 

According to the Beverage Manufacturing 

Corporation (a market research firm which 

issues annual reports on bottled water con-

sumption), water is the second largest com-

mercial beverage in the U.S.  In 2004, total 

U.S. sales of bottled water surpassed 6.8 bil-

lion gallons, marking an 8.6% increase over 

year-ago levels.  In the U.S., carbonated soft 

drinks remain the most popular beverage, 

but the gap is narrowing.  The following 

chart illustrates the volume of the U.S. bot-

tled industry. 

Industry 
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As for revenues, the U.S. bottled water market has grown from a $6 billion market in 2000 to a $9.8 bil-

lion market in 2004.  It is likely that the high growth of the bottled water industry is attributable to 

more and more people becoming conscious of the purity of water they drink, preferring to use purified 

bottled water rather than tap water which is increasingly found to be high in contaminates and impu-

rities.     

 

Although the U.S. continues to constitute the largest single market for bottled water, there are many 

other countries around the world, which have also demonstrated a growing bottled water market in-

dustry. Ten countries have been identified to have the largest market for the worldwide bottled water. 

The sizes of the individual markets for bottled water in these top ten countries have been presented 

below. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Water is the most important resource for life to exist on this planet.  The average human body is com-

prised of 70% water and can only survive for five days (sometimes even less) without replenishing the 

water in the body.  This simple fact of human survival arguably makes water the most precious natu-

ral resource on earth.  The consumption of water is outpacing production in many parts of the world.  

Lack of preparation and planning has led to water scarcity in many regions with increasing popula-

tions. As the current supply is drying up, many regions are finding it increasingly difficult to ensure 

that there will be enough water to support human life in the future. The availability of fresh drinking 

water is relatively fixed in most parts of the world.  Finding new sources and means of delivery is a 

serious challenge for city administrators and other government officials in high-growth areas.  Some of 

the world’s experts in this field are predicting that as early as 2025 the world could face a major water 

crisis.  

Bottled Water Market Worldwide

4,668

3,140 3,062 2,814 2,723
2,257 1,944

1,454 1,353

6,807

0

1,000

2,000

3,000

4,000

5,000

6,000

7,000

8,000

U
ni
te
d 
S
ta
te
s

M
ex
ic
o

C
hi
na

Br
az
il

Ita
ly

G
er
m
an
y

Fr
an
ce

In
do
ne
si
a

Sp
ai
n

In
di
a

M
il
li
o
n
s
 o
f 
G
a
ll
o
n



Beacon Equity Research  

Hendrx Corporation (OTCBB: HDRX)                                14                                                Initial Research Report 

October 31, 2005 Analyst:  Jeff Lawrence, CFA 

www.BeaconEquityResearch.com  

Only 2.5% of all water on earth is fresh water suitable for human consumption, 

of which 70% is locked in glaciers. In the U.S., groundwater withdrawal is 25% 

higher than its replacement rate, which in turn will lead to a shortage of water 

supply in the future. Additionally, pollution is rapidly contaminating the al-

ready drinkable water resources. The United Nations recently reported that at 

least 1.4 billion people lack access to safe drinking water and more than 3 mil-

lion people die every year from water-related diseases.  As a result, develop-

ing nations are seeking solutions for their deteriorating water delivery infra-

structure. The search for viable alternative sources of fresh drinkable water is 

leading governments and world agencies to spend billions of dollars annually 

to upgrade and maintain water filtration plants. Scientific understanding of 

the natural water cycle along with innovative technologies allow for the re-creation of the water from 

air present in the atmosphere.  

 

The AWG machines extract moisture from the atmosphere and transform it into pure and healthy 

drinking water. Additionally, it makes water available at all time and places, regardless of the geo-

graphic region or season. Atmospheric water generation is substantially less expensive than bottled 

water and requires no plumbing, water lines or pipes, and can supply life-sustaining water to areas 

with little or no infrastructure as well as for humanitarian relief efforts.  Given that the atmosphere 

holds more than three trillion gallons of pure distilled water at all times, regardless of what is extracted, 

the potential of generating water from this technology seems immense. This amount exceeds all of the 

earth’s known ground water sources for fresh water. Hence we believe that the market potential for 

Atmospheric Water Generation technology exceeds $5 billion worldwide, which is further expected to 

grow at an annual rate of 12-15%. 

 

 

Hendrx Corp. operates in a highly competitive water generation, water purification and bottled water 

industry. The Company’s key product — the AWG — competes extensively with the five-gallon bot-

tled water dispenser. However, given the absence of delivery and bottle storage requirements, the 

AWG is expected to capture a large portion of this multi-billion market. The main competitors of 

Hendrx Corp. have been outlined as follows: 

 

 

Competition 
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AirWater Corporation                                         

                                 

AirWater Corporation holds a number of U.S. patents, but it has li-

censed its patent rights to the AWG Technology to Hendrx Corp., 

which in turn manufactures the AWG lines of machines for AirWater 

Corporation (under the “Air+Water" brand). Though this company is making an aggressive and coor-

dinated effort to penetrate the market, it does not manufacture any of its machines. Without any pro-

prietary merchandise and an in-house research and development capacity, the company may find it-

self forced to sell antiquated, second-generation machines within a very short period of time.  

 

Excel Water Technologies, Inc.  

 

Excel Water Technologies, Inc., specializes in the development and sale of water 

filtration systems including reverse osmosis and ultra-violet systems for both 

residential and commercial applications. Though the primary focus is on water 

filtration, the company has the manufacturing capacities, technical know-how 

and marketing capabilities to enter the AWG market. However, Excel Water 

Technologies, Inc., has not yet achieved significant sales volumes to be considered a threat to Hendrx 

Corp.    

 

Air2Water  

 

Air2Water is currently a competitor in the AWG market but is 

considering employing Hendrx Corp. as its manufacturing 

partner in the future. If this agreement is finalized, it would 

remove Air2Water as a manufacturing competitor of Hendrx Corp. The company currently sells its 

AWG machines under the Dolphin and Aquosous brand names.   

 

TTW International  

 

TTW International develops and distributes quality water products using the latest ultra-

violet technology. The company produces both small as well as full-sized treatment sys-

tems. Its Aqua-Star (atmospheric generator) system produces pure and safe water 

around the world.  
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Acquamaker  

 

Acquamaker is a Houston-based company, which manufactures AWGs in Asia, and 

then imports them for distribution and sales in the United States. Though its own 

manufacturing, distribution and sales network backs the company, it currently has 

only one product, which has little market appeal and a limited targeted customer base.  

 

Hyflux  

 

Hyflux, founded in 1989, is an active large-scale water purification project manufac-

turer. The company is expected to move into consumer products, although to date 

they have no products in the market. 

 

The above list of competitors is not exhaustive, as there are a large number of other players in the 

market.  Several other competitors include Dectron Intenationale, Vapaire and Electric & Gas Tech-

nology, Inc.  However, given the Company’s strong intellectual rights, these should not companies 

pose a serious threat to Hendrx. Although competitors exist and the attractiveness of the market po-

tential is likely to draw additional competitors, the inherent advantages Hendrx have (including R&D 

capacity, manufacturing capacity, and marketing reach) make the Company a formidable market par-

ticipant. Hendrx Corporation has several competitive advantages, which have been outline below: 

  

• Hendrx Corp. is the market veteran with more than three years of manufacturing experience. 

• It has the largest number of product offerings as well as a well-developed distribution chan-

nel. 

• The Company also has manufacturing efficiencies, which enable it to keep manufacturing 

costs low. 

 

Management is very focused on its research and development practices and has several products un-

der development. 
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Hendrx Corporation currently trades at around $3.60 per share with its 52-week high and low stand-

ing at $7.05 and $3.10, respectively.  Projections of operations for the fiscal years ending 2006 through 

2010 are contained herein for the sole purpose of arriving at a fair valuation of the stock.  The financial 

projections made in the table below are based on ongoing presentations made by management as well 

as our own assumptions and inferences.  

 

 

Revenue  

Though for the last three years, Hendrx has primarily been generating revenues through the sale of its 

AWG units. However, going forward we expect the new products being introduced in the market to 

lead to significant top line growth. Management also plans to significantly expand sales in the coming 

years through a combined strategy of aggressive marketing and highly visible campaigns.  

 

 

Financial Projections  

Income Statement Summary 

  (In $’000)  2006E  2007E  2008E  2009E  2010E 

 Revenues                6,000                 12,000                 50,000                 80,000                      100,000 

 Cost of Sales                  2,400                    4,800                  20,000                  32,000                          40,000 

 Gross Profit (Loss)                  3,600                    7,200                  30,000                  48,000                          60,000 

  Operating Expenses           

 Total R&D Expenses                      83                      110                      138                      165                              193 

 Total Sales and Mar-

keting 

                   505                      773                      971                   1,296                           1,699 

 Total General and 

Administrative 

                   612                      676                   1,352                   1,485                           1,641 

 Total Operating Ex-

penses 

                 1,200                    1,559                    2,461                    2,946                            3,533 

 EBITDA                  2,400                    5,641                  27,539                  45,054                          56,467 

  Depreciation                     240                       564                    2,754                    4,505                            5,647 

  Operating Profit 

(EBIT) 

                 2,160                    5,077                  24,785                  40,549                          50,820 

 Provision for Income 

Taxes (33% Per Year) 

                    713                    1,675                    8,179                  13,381                          16,771 

  Net Income (Loss)                  1,447                    3,402                  16,606                  27,168                          34,050 



Beacon Equity Research  

Hendrx Corporation (OTCBB: HDRX)                                18                                                Initial Research Report 

October 31, 2005 Analyst:  Jeff Lawrence, CFA 

www.BeaconEquityResearch.com  

 Costs and Expenses 

Cost of sales has been calculated as 25% of revenue for manufacturing and an additional 15% for sales 

commission.  

 

Research and Development  

R&D costs are made up of two components, including salaries and other expenses. R&D manpower 

needs have been estimated at three in the year 2005, growing to seven by 2009.  Salaries are estimated 

at $25,000 per employee per year in 2005. Other expenses are 10% of wages. 

 

Marketing and Sales 

Marketing and sales comprises various expenditures associated with operating and maintaining strat-

egy based on strategic partnerships and a small dedicated sales force. While salaries are estimated at 

$7,000 per month per employee, wages are increased by approximately 10% annually. Other expenses 

are considered to be 20% of these salaries.  

 

General and Administrative 

G&A expenses consist of salaries and other expenses such as general and administrative, business de-

velopment and management. Executive salaries were calculated at $10,000 per month per executive. 

Administrative salaries were calculated at $5,000 per month per employee. Wages are increased by ap-

proximately 10% annually. Additional expenses were calculated at 20% of executive wages. 

 

 

 

Discount Rates for NPV 

 

We have assumed a discount rate of 15% and a perpetuity rate of 6%.  

Based on these projections, the NPV of the cash flows = $40,164,294 

The total NPV of the Cash Flows and Perpetuity = $327,600,066 

Based on the current 37,238,067 shares outstanding and our estimate for an additional 4 million shares 

issued to fund operations, the NPV per share is estimated at $7.94, which is our price target over the 

next 12 months.  Given that the stock is currently trading at $3.25, the target price of $7.94 represents a 

significant upside from the current levels.   

 

 

Valuation  
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 A snapshot of our DCF model is shown below: 

 

 

  2005 2006 2007 2008 2009 

Net Income                     1,687,200 

               

3,965,623 

       

19,359,917 

       

31,672,962 

       

39,696,301 

(inc)/dec in Working 

Capital                   (1,285,015) 

             

(2,314,220) 

       

(3,596,823) 

       

(4,963,122) 

       

(6,078,366) 

capex                   (1,500,000) 

             

(1,000,000) 

       

(1,000,000) 

       

(1,000,000) 

       

(2,000,000) 

Free Cash Flow                   (1,097,815) 

                  

651,403 

       

14,763,094 

       

25,709,840 

       

31,617,935 

            

Discount Rate           

15.0%                                   1 

                             

2 

                       

3 

                       

4 

                       

5 

                                    1 

                             

1 

                       

2 

                       

2 

                       

2 

Present Value                      (954,621) 

                  

492,554 

         

9,706,974 

       

14,699,685 

       

15,719,702 

            

10.0%           

            

            

EV                   39,664,294         

Cash                        500,000         

Terminal Value                 287,435,773         

Total EV                 327,600,066         

Shares O/S                   41,238,067         

            

Target Price                              $7.94         
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On September 12, Hendrx announced impressive results for the second quarter ended June 2005. The 

Company’s revenues increased to $1.2 million (including fuel surcharge) in Q2 FY05 compared to zero 

in the previous year.  The entire revenue for the quarter was derived from the sale of AWG units.  

While gross profit margin improved to 22.24% in Q2 FY05, net losses for the quarter increased to 

$261,000 from $329,000 for the comparable quarter last year. The increase in net loss was largely on ac-

count of selling and general & administrative expenses incurred during the quarter, while no such ex-

penses were incurred in the Q2 FY04. The net loss for the Company is expected to decrease in future in 

anticipation of revenue increase and decrease in general and administrative costs. 

The various risks of the Company, which could impact future profitability and operations, have been 

discussed below: 

 

Competition  

The Company faces stiff competition from many companies like Aquamaker, Franken Group, and 

other large enterprises. While the competition is mounting, Hendrx has positioned itself as the premier 

atmospheric water generating player in the world. The company has a competitive advantage in terms 

of manufacturing, design, and distribution and enjoys the benefit of being the first mover to launch the 

Uti model.  

 

Demand for the products  

The Company’s financial condition and results of operations depend primarily on revenue generated 

from the sale of AWG units. If the Company fails to generate significant demand for its products going 

forward, future revenue generation capacity could be adversely impacted. Given the limited history of 

generating revenue, we are unsure if Hendrx Corp. will be able to consistently generate revenue and 

reduce or stabilize expenses.  

   

Liquidity concerns 

Generating sufficient cash flow to expand marketing, increase manufacturing capacity, and fund nec-

essary research and development is one of the main areas of concern for the company. Hendrx Corp. 

will need to seek financing from alternative sources in order to accomplish its objectives. The company 

needs huge amount of cash to fund its on-going research and development activities as well as expand 

marketing efforts.  

Quarterly  

Selected Risk Factors 
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Dependence on key personnel 

The operations of Hendrx Corp. is based on the knowledge and ability of a few key personnel of the 

Company. The loss of any member of the core team could prove to be a hindrance to its future growth 

prospects. 

An experienced and competent management team backs Hendrx Corp., comprising of industry leaders 

and advisors with many years of experience in business administration, project management, manu-

facturing, international distribution, finance, marketing and sales. The Company has also been able to 

bring on a team of technical professionals with expertise and experience in environmental technology, 

mechanical, electrical, chemical engineering, plastics and blow mould, research and development. The 

core management team is comprised of the following key personnel:  

 

Hendrik Tjandra  

Chairman of the Board  

Mr. Hendrik Tjandra, the Chairman of the board, holds a graduate degree in Physics from the Fujian 

University in China. In 1983, he joined as a deputy general manager at Alim Steel, after which he has 

worked as general manager of PT AECO — electronics’ manufacturer from 1990 until 1993. He re-

turned to China in 1993 and opened two corporations — Tian Yu Steel and Fujian Yuxin Electronic 

Equipment Co. Fujian Yuxin Electronic Equipment Co. was set up to commercialize electronic innova-

tions, the most recent of which is the Hendrx brand of Atmospheric Water Generators. Other products, 

also manufactured at the company included DVD players, cell phone batteries, Televisions, and Air 

Conditioners. Mr. Tjandra currently holds nearly 35% of the outstanding stock of Hendrx Corp.   

 

Cherry Cai  

Chief Financial Officer  

Chery Cai has been appointed recently on September 29, 2005 as the company’s chief financial officer 

and principal accounting officer. She replaced James Shao who had resigned from his services. Ms. Cai 

is a graduate from the Institute of Finance Science in China with a post graduate degree in Accounting 

from the Beijing Economic Institute. Before joining Hendrx Corp. Ms. Cai was the executive producer 

for the development of a television program with the Beijing Skyarc Media Group. Prior to that she 

had worked as the general manager of Beijing UNIK Digital Network Co. Ltd. Before joining UNIK, 

Ms. Cai worked as the assistant manager for U.S. Conseco Global Investment Ltd. where she worked 

on the industrial sector analysis and product market research. Additionally, Ms. Cai acted as an Invest-

ment Manager of Mohan China Investment Management Limited — a pioneer in China’s private eq-

uity sector.  

Management  
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Anthony Lee  

Chief Marketing Officer/Director  

Mr. Lee, the Chief Marketing Officer and Director of Hendrx Corp., is a highly motivated team leader 

with over 20 years of entrepreneurial experience. He was the founder and CEO of Seymour Creek Fi-

nancial Corp. — a boutique consulting firm specializing in reorganization and strategizing with pri-

vate and public companies. He has a proven track record in management, mergers, acquisitions, struc-

turing strategic relations and international joint ventures. Mr. Lee has brought significant leadership 

and management skills to Hendrx Corp.   

 

David Tjahjadi 

Vice President of Business Development/ Director 

Mr. Tjahjadi has graduated with a Bachelor of Art Degree in e-Commerce from the Seattle University. 

Prior to joining Fujian in 2002, Mr. Tjahjadi acted as the export-import department manager for PT 

GALAKSI PERKASA (an Indonesian distributor), where he was responsible for acquiring distribution 

rights from China’s largest manufacturer of sanitary products — the Hengan Group. Mr. Tjahjadi is 

also the vice-president of Fujian’s international marketing department where he is responsible for 

maintaining existing contracts and distributors while focusing on new international markets. 

 

Saleem S. Mohamed 

Vice President of Marketing/ Corporate Secretary  

Mr. Mohamed has a graduate degree from Simon Fraser University, in Vancouver British Columbia 

with a Bachelor of Arts Degree and Certificate of Liberal Arts. Mr. Mohamed has an extensive experi-

ence in project management, strategic planning, marketing and communications. He is the co-founder 

of Opus Networks, Inc. — a leading early stage venture capital network, that partner with technology 

founders; venture groups, associates and investors with an expansive network to build leading high 

tech companies. Concurrent with Opus Networks, he is also the CEO of Pacific Seaboard Investments 

Ltd., a consultant company that assists companies in the design and implementation of their business 

plans, financial models, market evaluations, capital structure, re-organization of management, and 

funding requirements. Mr. Mohamed has served as the CEO of Pacific Seaboard Investments, Ltd. 

since 1987 and has raised over $40 million dollars for both private and public companies. 
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Dr. Ian Woods 

Director 

Dr. Woods graduated from the Queen’s University in Kingston, with a degree in Physics and Mathe-

matics, from the University of British Columbia, with a PhD in Physics and from the University of Brit-

ish Columbia’s Faculty of Medicine with an MD in medicine.  He had also conduced private practice 

as a physician. Dr. Woods was a founding member of the Burke Mountain Medical Center in Port Co-

quitlam, British Columbia and was also appointed as the vice-president of Science and Technology for 

Genesis BioVentures, Inc. (a public company involved in the development of novel protein technolo-

gies for breast cancer diagnosis and treatment). Dr. Woods subsequently accepted a position with Viral 

Genetics, Inc. to act as a Scientific Advisor and Consultant. Viral Genetics, Inc. is involved in develop-

ing a thymus protein to be used in the treatment of end-stage HIV patients. Since 2003, Dr. Woods has 

also provided leadership to BioVenture Holdings, Inc., a company working to develop breakthrough 

technologies including a solution for the emerging crisis in global water supplies. 

 

Nadir Walji 

Director 

Mr. Walji is a business consultant who has experience in developing the application of new technolo-

gies. He has partnered with ERA-GSM deploying wireless mobile communication networks in Poland 

and currently serves as an officer and director of certain public companies.  Mr. Walji had acted as a 

director of strategic planning for ValorInvest Limited, a Swiss based company that provides various 

financial and management services to organizations and technology incubators.  Mr. Walji has served 

since 2000 as the secretary for Brasiclica Mining Corp., a copper mining company; as a director of Su-

damet Ventures Inc., an inactive company from 2000; as a director of Chilean Gold Ltd., an inactive 

company since 2000; as a director of Orex Ventures Inc., an inactive company since 2000; and served as 

a director of ComCam, Inc. from 2002 until November of 2004. 

 

Paul Turner 

Director 

Mr. Turner graduated from England’s Sussex University and the London College of Law with an ad-

vanced degree in law. His experience includes private practice with London, England based law firms 

of Ince & Co. and Watson Farley, followed by senior positions with Cathay International Plc. a public 

company listed in the United Kingdom with extensive interest in China and Assetline Holdings, Ltd., a 

construction equipment exchange that utilizes an Internet based auction system.  Mr. Turner had also 

worked with Assetline Holdings, Ltd. and oversaw much of the company’s global expansion. Since 

2001, Mr. Turner has focused on his own consulting company, Turner & Co., offering legal advice and 

business consulting services to a variety of clients. 
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Jane Yang  

Director 

Ms. Yang had graduated from Shanghai University, holds a Masters of Business Administration from 

San Francisco State University and completed a two year International Management and Business Pro-

gram. Ms. Yang is currently the chief executive officer of Flixx-Avatar Ltd. of Birmingham, United 

Kingdom and the chief financial officer of Commercial Scientific Corporation, a private company 

based in Los Angeles, California. Ms. Yang’s prior experience includes acting as the chief financial offi-

cer of Makers International, Inc. (an exporter of technologically advanced medical equipment) and 

vice-president of the Shanghai Research Institute of Industrial Microbiology (a state owned enterprise 

involved in research and development, product development, marketing and sales). 

 

 

With over 13 years of operating history and positive EBITDA generation since 

2003, we Hendrx Corporation should continue to create shareholder value by 

providing viable solutions to the world’s water crisis.  Additionally, a strong 

asset base of over $47 million backs the Company, which will help it continue 

its research and development activities to develop new and innovative tech-

niques.  We expect Hendrx to improve its position in the market by identifying 

opportunities and executing well-formulated plans. Its state-of-the-art atmos-

pheric water generators target a $7.7 billion bottled water industry, providing 

far superior water at a fraction of the bottled water cost.  

  

We are particularly excited about the launch of the company’s new product — the Uti. Given that the 

demand for air conditioners is at a steep rise both in China and the U.S. we expect this product to 

largely drive the company’s topline. The multi-functionality of the product will allow Hendrx Corp. to 

target and penetrate simultaneously the multi-billion dollar markets for air conditioning, heating, de-

humidifying, air purification and water. Additionally, Hendrx Corp. already has a strong foothold in 

the industry and is expected to tap the growing demand for safe drinking water. Given the immense 

profit generating potential of the Company, the stock may prove to be a value at current levels. 

Conclusion 
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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 fifteen-thousand dollars by Hendrix Corporation for a 

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

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.  Neither they nor principals of this research 

provider are permitted to trade any form of equities of companies being covered prior to research being 

initiated. 

 

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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