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Perfisans Holdings, Inc. (OTCBB: PFNH) is a an emerging semiconduc-

tor firm that develops cost effective, system-on-chip (SoC) integrated 

circuits (IC) to address the performance needs of next-generation net-

work systems. The Company’s products are expected to have wide ap-

plications in data-telecommunications, storage networks, content deliv-

ery networks, broadband networks, and rich media streaming.  

 

Perfisans Holdings was formed in December 2003 through a reverse ac-

quisition of Ontario-based Perfisans Networks Corporation by Griffin 

Industries, Inc., a Maryland-based venture capital company incorpo-

rated in 1997.  

 

The firm’s main product focus is on developing cost-effective, high-

performance network processing and storage chips that are installed in 

network interface cards (NIC) which are present in network systems 

such as servers, routers, personal computers, and host bus adapters, and 

sometimes, directly on motherboards in desktop and laptop computers.  

COMPANY DESCRIPTION 
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• To enable expansion in the high growth Asian 

markets, Perfisans has partnered with Lestina 

International Ltd, which has sales offices 

throughout China and Hong Kong, and more 

than 17 years of experience in distributing 

Application Specific Integrated Circuits (ASIC) 

in the region.  It will market Perfisans' Gigabit 

Ethernet Accelerator and its next-generation 

broadband Customer Premises Equipment 

(CPE) solution in the China market.  

• Perfisans has also started witnessing an 

increased acceptance of its technology and products in the market place. Recently, it 

secured a new order from Kelytech Corporation for its TCP Offload Engine (TOE) 

network accelerator chips.  The Company will supply its ENA1001 Gigabit Ethernet 

Acceleration Chip to Kelytech Corporation for a 12-month period starting in the first 

quarter 2005. Kelytech Corporation, which is an electronic and mechanical assembler 

specializing in industrial, medical, telecommunication and military equipment, plans to 

integrate the ENA1001 Gigabit Network Chip into several of its product designs. 

• Perfisans will supply its ENA1001 Gigabit Ethernet acceleration chip to eIDS during a 12 

month period starting in the third quarter 2005 for $500,000.  Under the agreement, eIDS 

will incorporate Perfisans' high performance gigabit network accelerator solution into its 

product line. 

• Perfisans has developed the technology to support PCI-Express in a single chip Gigabit 

Ethernet Accelerator that provides TCP offload for true gigabit-per-second performance.  

The current problem with PCI-Express is that traditional server applications impose 

significant traffic bottlenecks on a server's processing unit and memory, which may 

become more severe as Ethernet connection speeds exceed the processing power and 

memory bandwidth of the server.  The PCI-Express products target customers with high 

performance requirements such as data centers, banking, insurance, financial services, 

and telecommunications.  

 

•  Perfisans recently received an additional design win from Zhejiang FSP Communications,   

 Co. Ltd for their WI-MAX 802.16 product, beating competition from Intel and Broadcom. 

 

RECENT DEVELOPMENTS 
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Companies and organisations rely increasingly on the fast, accurate exchange of information such as e-

mails, files and other data across their networks and the Internet. The amount of data being exchanged is 

growing inexorably as the level of commerce, the proliferation of personal computers (PCs), and the ease 

of access to the Internet, all steadily increase. 

 

This situation is exacerbated by the increasingly complex network and Internet infrastructure which re-

quires larger and larger “network address” information to be added to the e-mail, for example, to ensure 

that it speedily and accurately arrives at the desired destination.  (The “network address” is often referred 

to as the “overhead data” and the e-mail or other file as the “pay load data”.) 

 

However, existing network processing technology cannot keep pace with the growing traffic. This brings 

up several critical problems for companies today: 

 

• Bottlenecks increasingly arise in the networks 

• Information is exchanged too slowly. 

• Day-to-day operating efficiencies are reduced. 

• And, ultimately, the bottom line performance of enterprises is affected. 

 

 

While the “links” in the networks and the Internet have ample capacity, the weak link in the chain is the 

existing network processors, which are located at the interface between the computers and the networks, 

and which are unable to keep pace with the growing data rate.  This results in the computer processor 

(known as the “host CPU”), which already is tasked with managing the computer’s various programmes, 

being over loaded with work, and causing in turn the previously mentioned negative impact on organiza-

tional performance. 

 

Perfisans Gigabit Ethernet Accelerator, ENA1001, solves this problem by eliminating the bottlenecks, dra-

matically speeding up the data rate, increasing operating efficiencies, and boosting bottom line perform-

ance. 

 

The ENA1001 achieves this, in simple terms, by off-loading from the host CPU the burden of processing 

the “overhead” information, thereby leaving the host processor free to concentrate on pumping the “pay 

load” data across the networks. 

 

The overhead data is technically known as the TCP/IP layer stack.  The technology that performs the off 

loading of the TCP/IP is known as the TCP/IP Offload Engine, or “TOE”.  Currently 80% of network proc-

essing involves the TOE layer stack, so that Perfisans’ chips therefore can yield an 80% increase in data 

rates across the networks.   

NEED FOR FASTER NETWORK PROCESSING 
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Added to the TOE function is the fact that e-mails, attachments and files are actually divided into 

many small portions called “packets”, which each comprise the pay load and the TCP/IP layer stack.  

Further, the packets making up one message are separated and transmitted to the destination com-

puter along different links in the networks, depending on the traffic load in the links.  At the desired 

destination, the packets are recombined in the correct sequence and presented to the recipient as an 

intelligible message or file.   

 

However, an overloaded host CPU may fail to perform these tasks adequately, resulting in frequent 

errors despite there being adequate capacity in the network links. 

 

Perfisans ENA1001 TOE off loads from the host CPU the burden of processing all this additional in-

formation and tasks, thereby yielding the dramatically faster data throughput speed combined with 

the assured accuracy and Quality of Service (QoS) in expected in Gigabit Ethernet Networks. 

“TOE” MARKET SEGMENTS 

There are four major market segments for TOE: 

 

• High-Performance computing and supercomputing plat-

forms 

• Multimedia content delivery systems  

• Next-generation IP storage including SAN, and iSCSI 

• Transaction processing systems such as e-commerce. 

 

There are some dissenting voices in the industry who question the 

commercial viability of TOE.  For example, according to Marc Far-

ley of Building Storage Inc., TOE cards are not required if the serv-

ers on the network have a processor speed of 2.4 gigahertz or more.  However, there is considerable 

evidence that the clock speeds of the processors may be touching natural limits due to heat related 

problems in the silicon chips (for example, already some Apple machines must utilize costly cryo-

genic cooling of the CPU to manage heat problems).  However, network speeds, and data transfer re-

quirements are expected to increase significantly in the years to come.  Any mismatch, in the network 

speed increase, when compared with the growth in the needs of network users, and the demands of a 

growing number of data intensive applications, will mean continued strong growth prospects for 

TOE into the foreseeable future.  In addition, Perfisans’ “backward compatibility” feature means that 

enterprise network operators can upgrade their network performance to true gigabit speed without the need to 

buy costly additional hardware with faster CPUs. 
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Just as companies and organizations rely on constant information exchange, they also depend upon 

the ability to efficiently store and retrieve information. 

 

And, as explained above, as data (such as personal, business, and government) exchange over the 

networks and the Internet, is steadily increasing and constantly plagued with bottlenecks, existing 

data storage and back up systems are also equally overwhelmed. This has led to a rapidly emerging 

solution—internet protocol-storage area network (IP-SAN) technology. 

 

The objective is to “universalize” storage networking by getting both message/file and storage input 

and output onto an Ethernet/IP network and ultimately “converging” networking and storage 

architectures. Ethernet has become the most popular networking protocol as it is inexpensive and 

offers ‘plug and play’ implementation. 

 

IP-based storage networking will simplify network systems management and lower the total cost of 

ownership, specifically by utilizing existing network administrators to manage both the Local Area 

Networks (LANs) and Storage Area Networks (SANs). The fast and efficient operation of these IP-

based storage systems depends on Internet Small Computer System Interface, or “iSCSI.”   

 

The iSCSI is responsible for connecting the Host Bus Adapter (HBA) or Network Interface Card (NIC) 

over the Ethernet LAN, and ensuring a high-speed, low-cost, long distance storage solution.  The 

proliferation of LANs and wide area networks (WANs), coupled with iSCSI, enables the storage and 

retrieval of data remotely and independent of location. 

 

The advantages of iSCSI technology include the following: 

 

• Provides quick acceleration of storage data delivery. 

• Provides server capacity to grow IP storage within a SAN. 

• Improves system efficiency by offloading storage I/O overhead, which provides more 

application processing capacity. 

• No special networking equipment or software is required to use it. 

• According to some analysts, IP is 30% cheaper than alternative fiber channels. 

• According to one user, Sawtel Inc., a satellite communications provider, the cost of using iSCSI 

is 16% of the cost of fiber channel SANs. 

 

iSCSI — A NEW INDUSTRY STANDARD 
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The products offered by the Company include chips and/or printed circuit boards which are in the form 

of reference designs, evaluation kits, or production-ready board level kits to facilitate the customer's 

product development, evaluation, and approval of the chips.  It 

also offers routine design support services.   

 

The Company currently has three main products, (with more to 

come in the new product development roadmap): 

 

• NIC TOE Gigabit Accelerator Chip—ENA1001 

• Dual Channel Gigabit network interface chip—ENA1002 

• iSCSI Protocol Accelerator Chip—iTA1001.   

 

Service and Support Plan 

For each key region, Perfisans will develop a local field application engineering support team to 

provide pre-sales and marketing and post-sales customer applications engineering support.  Special 

attention will be paid to strategic customers in growth regions such as China and Taiwan. 

Perfisans will also enhance its market penetration by offering the true production-ready board-level 

solution kits mentioned above to selected customers.  These kits will significantly boost Perfisans’ 

competitive edge by (a) substantially reducing the customer’s product develop costs, (b) reducing the 

customer’s time to market by several months, and (c) enabling the customer to accrue the additional 

sales revenues and profits by entering the market earlier than if he had developed the product in-

house. 

 

An additional benefit to Perfisans is that the kits will “lock-in” customers to Perfisans’ chips, help 

develop deep customer relationships, and provide early visibility into the customer’s future product 

plans, thereby yielding continual, profitable repeat business.  

 

Product 1 - NIC TOE Accelerator Chip—ENA1001 

NIC TOE Accelerator Chip - ENA1001 offers TOE functionality, the PCI-X interface, and it was 

launched in second quarter of 2004.  Microsoft TCP/IP Offload features are supported by fully 

configurable dedicated hardware protocol engines.  In addition, Application Programming Interface 

(API) is also provided in this product to allow customized transport protocols and other applications, 

including iSCSI, Storage over Internet Protocol, virtual interface, Internet Protocol Security (IPSEC), 

Virtual Private Network (VPN), voice-over internet protocol, content classification, streaming media, or 

web caches.  

PERFISANS’ PRODUCTS AND SERVICES 



Beacon Equity Research  

Perfisans Networks Corp. (OTCBB: PFNH)                        7                                               Initial Research Report 

June 6, 2005 Analyst: Shailesh Dhuri, CFA 
www.BeaconEquityResearch.com  

Product 2 - Dual Channel Gigabit network interface chip - ENA1002 

The ENA1002 is a low-cost and highly integrated system-on-chip network accelerator which provides 

high performance full TCP/IP offload and iSCSI protocol processing to enable system developers to 

design and market emerging network products quickly.  

 

Moreover, it addresses the requirements in Gigabit Ethernet LAN environments where Network 

Interface Cards (NICs) are used and application servers need enhanced performance.  

 

This device features two independent media access control (MAC) engines where each has a 

dedicated, fully featuredTCP/IP offload engine (TOE) along with customized hardware circuitry to 

accelerate offload processing. External DDR SDRAMs are used for data buffering.  This product is 

will offer replacement opportunities against existing 10/100 Mbit products and is scheduled for 

release by the end of the third quarter of 2005.  

 

Product 3: iSCSI Protocol Accelerator Chip—iTA1001 

This new storage networking device uses Internet Protocol for SANs and addresses several challenges 

faced by companies operating SANs over fiber channel.  For example, it enhances the processing 

speed of a hardware component, usually by taking over some of the tasks originally assigned to that 

component.  Also, it lessens the load on the central processing unit.  

 

It allows standard storage traffic to travel through general-purpose IP data networks instead of the 

specialized fiber channel storage networks that are widely used. The Internet Engineering Task Force 

ratified iSCSI as an official standard on February 11, 2003.  The Company believes that the primary 

factor in the increasing demand for Internet Protocol SANs is that most enterprise customers do not 

have the in-house expertise in fiber channel to construct, deploy, and maintain an FC-SAN. 

PRODUCT ADVANTAGES 

Price-led Market Focus to give competitive advantage  

According to the Company, many current competitors are targeting the high-end enterprise market.  

Most current products have a price point well above $70, while Perfisans’ low-cost TOE chips will be 

available to OEMs in the price range of approximately $10.  

 

Perfisans is initially planning to target Taiwan, China, Korea, and Hong Kong for mass production.   

The Company has already developed strong relationships in these areas, which the firm sees as a 

critical the to success of its business strategy. 
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Next Generation Networking Technology 

According the Company, its network and storage 

chips offer a powerful design advantage over the 

competition.  Perfisans’ ASICs employ a unique, 

modular, micro-engine purpose designed architecture 

which yields industry leading performance in a small 

sized chip which is inexpensive to manufacture.  By 

contrast, the leading competitive chips typically 

utilize over-kill, CPU intensive architectures which 

result in large and costly chips. 

 

Perfisans’ semiconductor Application-Specific Integrated Circuits (ASICs) are designed to handle 

efficient offloading of TCP/IP processing from the CPU.  The TOE technology increases the data input 

speed in complex network applications in video and voice-over-internet protocols (VoIP) and storage 

networking. According to a recent estimate by Gartner Dataquest, there could be 11 million storage 

ports in need of TOEs by end of 2005.   The Company’s technology may have a ready market because 

of this if it can meet all the technical specifications. 

 

Efficient and Cost-Effective Products 

Perfisans has designed a range of Gigabit Ethernet Accelerator chips 

for network card manufacturers, including the ENA 1001 TOE 

Accelerator Chip and the ENA 1002 Single Chip dual-port Gigabit 

Network Interface Chip.  The Company has also developed the 

ENA 5031 board level NIC which is available for sale for private 

labeling and as a fully production-ready kit.  The latter gets OEMs 

to market quickly and avoids the costly product development 

program otherwise necessary. In addition, Perfisans has designed 

the iTA1001 chip containing a new iSCSI interface that has proven 

critical to emerging and increasingly popular internet protocol SANs.  This latter market sector will 

exert continuing strong pull for Perfisans’ products. 

 

These products will deliver high-performance data path optimization and protocol engines.  They 

possess true wire speed delivery (Gigabit), which maximizes utilization of the wire bandwidth.  Data 

transfer speed is optimized as there is no data replication or copying during data processing. The 

previously mentioned, unique patentable micro-engine modular architecture creates small, 

inexpensive, and highly efficient chips and also enables scaling into new products a quick and low-

cost exercise.  
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MARKET OUTLOOK 

According to estimates, network and storage chips will have a market in revenue terms of $3.2 billion 

within the $185 billion network and storage markets. More specifically, Perfisans’ target market of 

SOHO, Small Enterprise, and Consumers is expected to be $1.5 billion for its NIC and iSCSI chips.  

 

 

Market Potential for iSCSI 

According to Natalya Yezhkova, senior research analyst for IDC Storage Systems, the 2004 market for 

iSCSI SAN grew beyond the $100 million mark, led mostly by the adoption of mid-range systems 

priced between $15,000 and $149,999. Also, the total network storage market (NAS along with Open 

and iSCSI SAN) posted 11.6% YOY growth in Q4FY04 to more than $2.4 billion. 

 

Over the next three years sales of iSCSI storage devices are expected to grow from about $100 million 

in 2004 to about $1.8 billion by 2007 (12% of total revenue).  

Data & Storage Networking Chips 

$3.2 Billion 

NIC & iSCSI 

Chips 

$1.5 Billion 

Chips for Small 

Enterprise, SOHO 

& Consumers 

$1.0 Billion 

Perfisans ’ Products: Market Structure & Size 
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NIC & iSCSI 
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Enterprise, SOHO 

& Consumers 

$1.0 Billion 

Products: Market Structure and Size 
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Source: IDC 

 

As the SAN market migrates from FC to iSCSI, Perfisans’ target storage market is expected to grow 

close to 17 %. 

 

Apart from the special features of iSCSI, the other reason for expected strong growth can be traced to 

the fact that Microsoft has already announced support for iSCSI and had begun shipping a version of 

Windows Server that included an iSCSI initiator since June 2003. The flipside of this is that some 

users may not switch to paid iSCSI initiator from another vendor when they already have a “free” 

iSCSI initiator from Microsoft.  However, if the chip is compatible with Microsoft’s product, the 

vendor may not face problems.  IBM’s AIX and HP’s UX version of UNIX already include an iSCSI 

software initiator.  Red Hat is also expected to include support for iSCSI in its next enterprise Linux 

release.  

 

One of the problems that the iSCSI market faces is that established firms may see it as a threat.  Since 

iSCSI is significantly cheaper than fiber channel SAN, any promotion of iSCSI will lead to lower 

revenues for established players in the fiber channel SAN market.  However, increased demand from 

consumers may help smaller companies who have survived in the iSCSI market to gain market share. 

 

The iSCSI market has been slow to take off in the past.  However, positive reviews in trade magazines 

predict that by 2006 the iSCSI market will be a viable competitor to fiber channel SAN.  The relatively 

slow growth of the industry in the two years prior to 2004 when compared with more robust initial 

expectations lead a wave of M&A activity in this segment. The table on the following page shows a 

few of the more recent acquisitions in this space. 

Total iSCSI Revenue Forecast (in Millions $) 
2004 2005 2006 2007 

SAN Hardware Revenue         

Fiber Channel SAN 6274 7305 8242 9300 

iSCSI  SAN 40 173 447 893 

iSCSI  share 0.6 % 2.3 % 5.1 % 8.8 % 

DAS Hardware Revenue         

Traditional DAS 6006 5326 5267 4670 

DAS replaced with iSCSI  SAN 61 298 463 934 

iSCSI  share 1.0 % 5.3 % 8.1 % 16.7 % 

Total 101 471 910 1827 

iSCSI  share of total DAS and SAN 1 % 4 % 6 % 12 % 
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According to SBE Inc., the acquirer in this deal, the demand for iSCSI products is seen to be strong in 

the near future.  

The semiconductor market experienced a 

slowing growth in the second half of 2004 

when compared to the stunning 40% 

growth in the first half of 2004. According 

to the Gartner Group, Asia-Pacific 

semiconductor sales showed the greatest 

growth in 2004 in the entire world, with 

revenue rising 34.6 percent over the 

previous year.  Revenue from Europe, the 

Middle East, and Africa grew by 19.8 

percent, outpacing growth in the Americas 

(16 percent) and Japan (14.6 percent). 

 

The Gartner Group also said that the 

semiconductor market is expected to generate revenues of $246 billion in 2005.  $185 billion of this 

amount is likely to be comprised of network and storage markets.  Perfisans is planning to enter a 

market that is projected to be $1 billion in 2005 for its NIC and iSCSI chips for small enterprises, 

SOHO, and individual consumers. 

 

The chart below clearly suggests an increase in billing for shipment of semiconductor industry 

products in early 2005 as companies respond quickly to excess capacity.  The semiconductor market is 

categorized into various products namely, DRAM, Non-DRAM, Microcontroller, Microprocessor, 

DSP, Logic, Analog, and Flash Memory.  

Acquirer Target 

McDATA Nishan Systems 

Emulex Corp Trebia Networks Inc 

NVIDIA Corp iReady Corp 

Network Appliance Alacritus 

SBE, Inc PyX Technologies 
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The image below shows the classification of products in the semiconductor market. Each of the sub-

segments of the semiconductor industry can move at its own pace, which may or may not be in synch 

with the overall industry growth trends. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Inventory: 

A good predictor of the 

general fortunes of the 

semiconductor industry 

is the amount of 

inventory held by the 

industry.  The chart to 

the right shows the 

semiconductor day’s 

inventory adjusted by 

sales.  This chart clearly 

shows that the inventory 

increased rapidly in 2000, 

leading to a slowdown in 

2001. However, a sharp 

correction in the 2003 

inventory led to steady 

and stable growth in 

2004.  
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Telecom and consumer product systems assemblers had grossly overestimated demand for their 

products about a year ago, adding to the subsequent inventory surplus.  The problem was partly a 

result of Asian suppliers, especially in China, which stocked up on parts to enter new markets.  This 

was subsequently unsuccessful and firms dumped the inventory back onto the resale market, causing 

prices to collapse.  

 

On the other hand, computer manufacturers and their specialized suppliers suffered a less extreme 

business cycle. This was due to two factors. First, the growing use of the build-to-order sales model 

(pioneered by Dell) that keeps inventories very low and which reacts quickly to imbalances.  

Secondly, the 2004 boom in PC sales to businesses that were flush with cash from record profits and 

who were anxious to upgrade systems purchased before the last recession.  

 

Sales  

The average selling price of the semiconductor has declined due to excess production capacity.   This 

has resulted in delays in production growth until the second quarter of 2005, when the excess 

inventories are expected to be fully absorbed.   

 

The chart below shows the global revenues of the semiconductor market: 

 

World semiconductor Market Revenues
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Regional Market Growth 

Not all regions in the world show similar growth trends for semiconductor sales growth. The 

semiconductor sales growth declined in U.S., Japan, and Europe during the second half of 2004.  Sales 

are expected to rise again in those regions by the end of the first quarter of 2005, as manufacturers 

quickly respond to the rising parts inventories, as shown in one of the previous charts.  

 

Perfisans is planning to target Taiwan, China, Korea, and Hong Kong for mass production, areas 

where many of its high volume customers are located. In addition, the Company will concentrate on 

design centers in North America and Europe since many of their designs ultimately are produced in 

Asia.  

 

America's Annual % change by Market growth
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Although the previous chart shows that the American market is expected to show a 5% decline in 

2005, the European market is expected to be flat in 2005 as evidenced by the following chart. 

However, the Asian region is expected to outperform both the Europe and the Americas in 2005. In 

addition the Japanese market is expected to be flat in 2005 (see charts on the following pages.) 
 

 

Europe's Annual % growth in Market
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 Asia Pacific Annual % Market Growth
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Japan's Annual % Market Growth
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The slow sales growth has now moved to South Korea, Taiwan, and China.  This can be attributed to 

a number of causes; the year-end fall in DRAM prices, delayed order cutbacks at Asian 

semiconductor foundries (for custom telecom and consumer product circuits), and much-delayed 

inventory adjustments in Chinese electronics assembly factories.  Sales in the Asia/Pacific region are 

expected to rise in the second half of 2005, and telecom and consumer products will again be the 

fastest growing semiconductor end-markets. According to analysts, this trend will continue through 

2006 and will help the Asian demand for this technology. 

 

Supply / Capacity 

One of the important parameters for predicting semiconductor pricing movement is to look at the 

capacity utilization.  When capacity utilization is low, companies in the industry do not have pricing 

power.  The chart below shows that the capacity utilization has considerably improved since 2001. 

Capacity Utilization
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It is expected that capacity utilization will be more or less stable through mid-2005 as orders for 

production equipment have been declining for nine months.  Renewed growth in semiconductor 

production in the second half of 2005 should begin to absorb the surplus capacity that appeared in the 

last nine months.  However, capacity utilization will remain below the mid-1990s level into next year 

at low enough levels to permit small market-wide price declines. A substantial reserve capacity is 

already in the pipeline and should become operational in a few months. 

PRICING OUTLOOK 

Although the integrated circuits market includes 

three main types of semiconductors, it also includes 

all other semiconductors with the exception of the 

negligibly priced, one-function discrete 

semiconductors. These other semiconductors include 

analog parts, optoelectronics, and bipolar parts, all of 

which are whole considerably cheaper, explaining 

why the integrated circuits price tends to be much 

lower than the increasingly sophisticated flash 

memory, DRAM, or microprocessor types.  

 

According to the Economist Intelligence Unit, the 

average selling price for integrated circuits during 

2005 is forecast to remain unchanged from its late 

2004 level.  In other words, the annual average price for the year as a whole will be 7% higher from 

that of 2004.  Note that the price declines late in 2004 and early 2005 result from a short inventory 

cycle; prices are expected to rebound mid-year when demand returns to more elevated levels.  Prices 

should decline marginally in 2006, consistent with a forecast of general weakening in world economic 

activity. 

 

However, the price declines next year will be larger for commodity DRAMs, flash memories and 

microprocessors. The decline in flash memory prices will be more pronounced for NAND parts that 

are used for mass storage rather than for NOR parts that are used in every system for code storage.  

 

The chart on the next page shows the average selling price of the semiconductor market. 
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Drivers of Semiconductor Industry 

The main drivers of the current market growth are electronics end-market growth rates, growth of 

semiconductor content in electronics, changes in semiconductor pricing, and inventory swings.  

Slower market growth depends upon the slowdown in the global economy, the impact of 

semiconductor capital spending on the semiconductor pricing environment, and shifts in inventory 

demand.  Market growth appears slower in 2005, but continued strength in the economy will be offset 

by an inventory correction and downward price pressures, resulting in a flat year for semiconductor 

market revenue growth. 
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  2003 2004 2005 

Global Economy Positive Positive Positive 

Semi Content Positive Positive Positive 

Pricing Environment Positive Positive Negative 

Inventory Neutral Positive Negative 

Source: Ken Davis Freescale Semiconductor “Semiconductor Industry Overview 2005”  
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Gigabit Ethernet Market 

The Gigabit Ethernet Market has remained a strong candidate for growth in the semiconductor 

industry.  According to a study by Pioneer Consulting, Gigabit Ethernets networks will evolve from a 

corporate network backbone into a mainstream technology over the next few years.  The advantages 

of Perfisans’ Gigabit Ethernet implementation are that it is 10 times faster than current 10/100M 

network products in the market, exhibits up to twice the speed of some competitive products that 

claim Gigabit speeds, eliminates network bottlenecks, and yields fast and accurate network 

communications, thereby increasing enterprise operational efficiencies and boosting the bottom line 

performance of network system users. 

 

According to a Pioneer Consulting report, the estimated worldwide growth for Ethernet equipment 

suppliers over the next five years with the Gigabit Ethernet networks market is likely to reach $44 

billion (USD) by the end of 2005.  The table below shows the market opportunity for the worldwide 

Gigabit Ethernet Market. 

 

 

It is estimated that worldwide equipment sales for all types of Ethernet will increase from 2001’s total 

of $17.3 billion to $145.2 billion by the end of 2005.  North America is expected to have the greatest 

market opportunity for Ethernet equipment, primarily due to its intense competitive environment, its 

leadership in equipment production and supply, and its concentration of Internet traffic.  Another 

reason for its market growth is that its simplicity and inexpensiveness makes it extremely attractive to 

potential customers. 

Pioneer Consulting also forecasts an increase in market opportunity for Ethernet service providers.  

According to a recent report, the worldwide ESP revenue market will increase from $217.2 million to 

$14.081 billion by the end of 2005. 

  2001 2005 

1 Gbps Ethernet Parts 5.0 100.0 

10 Gbps Ethernet Parts 0.0 3.9 

Total Parts 5.0 103.9 

1 Gbps Ethernet Sales $M USD $ 4,579.5 $ 30,557.3 

10 Gbps Ethernet Sales $M USD $ 0.0 $ 13,464.8 

Total Sales $M USD $ 4,579.5 $ 44,022.0 

Source: Pioneer Consulting  
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In 2001, North America’s share in the Gigabit market was 80% and is expected to decline to only 45% 

by year end 2005 with the majority of expansion coming from outside the US and mainly from 

Europe. 

The detailed analysis of the semiconductor industry and the sub-segments in which the Company is 

concentrating leads management to believe that Perfisans may have the ability to grow significantly 

faster than the average industry rate. This, coupled with the strong product pipeline of the Company 

and the confidence of the Company’s management, indicates to a period of strong growth in the near 

future for the Perfisans. 

COMPETITOR PROFILES 

Alacritech 

Alacritech, a San Jose, California-based company, was founded in 1997 to provide data acceleration 

solutions that enable the highest performance and efficiency in networked systems. Alacritech has 

sixteen U.S.-issued patents, and their product line includes various types of Gigabit Ethernet 

Accelerators and iSCSI Accelerators. 

 

Adaptec (NASDAQ: ADPT) 

Based in Milpitas, California, Adaptec provides solutions that simplify storage deployments and 

allow organizations to easily upgrade to higher levels of capacity, data protection, and performance 

to meet their growing storage needs.  The company’s product line includes the following type of 

storage devices: 

 

• Serial Attached SCSI 

• Serial ATA 

• SCSI Adapters 

• iSCSI Snap Servers 

• Network Attached Storage 

• RAID Controllers 

• Host Adapters 

• Storage Software 

• Storage Expansion JBODs 

• Firewire 

• UBS 
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Intel (NASDAQ: INTC) 

This Santa Clara, California- based company is one of the largest semiconductor companies. It 

supplies the computing and communications industries with chips, boards, systems, and software 

building blocks that are the "ingredients" of computers, servers and networking, and communications 

products. These products are used by industry members to create advanced computing and 

communications systems.  The following list shows Intel’s main storage products: 

 

• I/O Processors 

• PCI Bridges 

• Storage Building Blocks 

• Intel RAID Controllers 

• Serial ATA Controllers 

• Server Processors 

• Intel Architecture Processors 

 

QLogic Corporation (NASDAQ: QLGC) 

An Aliso Viejo, California based-company, QLogic provides solutions that simplify the process of 

networking storage for OEMs, resellers, and system integrators.  The following list shows the main 

products of this company: 

 

• Fiber channel and iSCSI HBAs 

• Fiber channel switches 

• QMS fabric management software 

• ISP fiber channel, iSCSI, and SCSI controller chips 

• Ultra SCSI HBAs 

 

Analysis of Competitive Environment 

Vendor Model Media 

Wire Speed 

Read & Write 

Operation 

802.3 ad Link 

Aggregation 

Network 

Support 

Network 

Acceleration 

Alacritech Accelerator Copper Fiber Yes Yes Yes Yes 

Alacritech SES 1001 iSCSI Copper Fiber Yes Yes Yes No 

Adaptec iSCSI ASA 7211 Copper Fiber No No No No 

Intel 
PRO/1000 T IP Stor-

age Adapter 
Copper Fiber No No No No 

QLogic SANblade 4010 Copper Fiber No No No No 

Source: www.alacritech.com 
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Financial Projections 

The following financial projections have been prepared with guidance from Company management 

on the revenue and gross profit margin targets for FY05 and FY06.  Perfisans is forecasting very 

strong revenue growth in the next two years based on the belief that its products will find market 

acceptance in the near-term. 

 

Perfisans Revenue and Gross Profit Projections and Past Data 

 
Source: Company Information 

 

For the fiscal year to date, the Company has announced an order win for $500,000 in the month of 

May.  Since management remains confident in its projection of $8 million for the current financial 

year, we have not scaled down the growth projections. 

 

However, given that this Company has a negative net-worth at this stage, and has negative working 

capital, we have assigned a high discount rate of 16% to our model for calculating the present value 

of the firms’ future cash flows. 

 

In addition, we believe that the Company needs to take urgent steps to correct its negative working 

capital situation in order to address the growth opportunities that management is predicting.  Thus, it 

is likely that Perfisans will need to offer new shares, in addition to existing planned dilutions, to raise 

further substantial capital.  Our analysis shows that the Company may need to issue 19.68 million 

new shares for cash (at current market prices) in order to address the growth opportunities.  As of 

April 12, 2005 the Company had issued 38.18 million shares. 

 

Should the Company need to achieve this dilution, we project that Perfisans’ stock may be fairly 

valued at $0.79, a significant rise over current share price. 

 

 As already discussed earlier in the report, this industry is seeing increased M&A activity.  Given the 

current position of the Company, it may become an attractive target for acquisition.  However, we 

have not explicitly built this possibility in our forecasts. 

  2002 2003 2004 2005E 2006E 

Revenue 0 0 1,095,526 8,000,000 36,000,000 

Gross Profits 0 0 61,803 4,018,000 18,119,000 
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Company Management 

 

To-Hon Lam - CEO and CTO 

Mr. Lam co-founded Perfisans Networks in February 2001, and has acted as its President and CEO 

since its inception. Mr. Lam successfully launched the Matrox Toronto Design Centre, has managed 

over 100 software and hardware projects, co-founded Sicon Video, and was responsible for several 

state of the art ASIC designs at ATI.  Mr. Lam brings more than 21 years of engineering and ASIC 

design management experience to the team.   

 

Bok Wong - Vice President Operations 

Mr. Wong co-founded Perfisans Networks in February 2001, and has acted as its Vice President of 

Operations since its inception. He previously served as a co-founder Intervis Corporation, a system 

on a chip (SoC) design consulting company. Intervis is a multi-million dollar company which 

designed complex network ASIC chips and processors for companies such as 3COM, Nortel, and 

Cabletron. Mr. Wong was the principal consultant of Intervis from 1998 to 2000 and Director of ASIC 

Technology at Trebia from 2000 to February 2001, and has also worked with ATI Technologies, 

Genesis Microchip, and Philips in Hong Kong.   

 

David Green - Vice President Sales and Business Development 

David Green serves as Vice President Sales & Business Development at Perfisans Networks. Perfisans 

is the fourth semiconductor start-up for Mr. Green, who has filled general management, and sales 

and marketing management positions at several leading semiconductor companies, including ITT, 

Zilog, Rockwell International, Genesis Microchip, Sicon Video, and LTRIM Technologies. Mr. Green 

has a record of successful new business start-up, developing global markets for new products, and 

creating global sales and distribution networks in the high-tech area. He is also a past member of the 

Board of Directors of SolVision, and has a record of attracting venture capital to start-up companies. 

  

Chao Kuan - Director Engineering 

Mr. Kuan has acted as Director of Engineering since February 2001. He has more than 15 years of 

design and management experience in ASICs, FPGA and hardware products. From 1998 to February 

2001, he was Vice President of Hardware Development for VIDIX Technologies Corporation. 

Previously with Leitch Technologies, Mr. Kuan was involved in video server and router design. Mr. 

Kuan has demonstrated strong leadership and management skills over a period of 15 years. As an 

entrepreneur, Mr. Kuan developed high performance local area network based video streaming 

systems.   

MARKET OUTLOOK 
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Dwayne Bennett - Senior Manager, ASIC Design 

Mr. Bennett is Senior Manager, ASIC Design. Dwayne Bennett has extensive ASIC digital design and 

chip synthesis experience. He worked for several years at Hewlett-Packard on fiber channel switch 

design and over 10 years at Matrox on complex graphic accelerators. Dwayne career focus has been 

on ASIC design methodology, validation, and synthesis.   

 

Clarence Wu - ASIC Technology Manager 

Clarence Wu serves as ASIC Technology Manager at Perfisans Networks. He has over 10 years of 

experience in ASIC design and implementation, including router ASICs and network processors, 

establishing chip integration and backend design methodology and infra-structure, and he played a 

major role in the tape out of Perfisans¡¦ first 2G TOE ASIC. Prior to joining Perfisans, Clarence 

worked with Avici Systems, Motorola (previously C-Port Corporation), Cadence Design Systems, 

ATI, where he developed their 3D graphic chips for mobile computers, and was the senior ASIC 

application engineer with NEC Hong Kong.  

 

Sam Wu - Software Manager 

Sam Wu serves as Director of Software at Perfisans Networks. Sam has extensive experience in 

project leadership, hardware and software network system design, Voice over the Internet (VoIP) 

gateway design and IP phone design. Sam is a recognized expert in TCP/IP stack and routing 

protocols, as well as complex FPGA design for network applications.   

RISK FACTORS OF PERFISANS CORP. 

Gap between Revenue and Related Cost Time Period: 

As the Company is still in the product development stage, it may not be able to generate sufficient 

revenues to cover for unanticipated research and developmental expenses, employment costs, and 

administrative expenses. However, the company has incurred substantial operating expenses in the 

past without generating significant revenues. 

 

Inadequate Additional Financing Agreements: 

The Company does not have any additional financing agreement beyond the period of 18 months. To 

secure additional financing, they may have to borrow money or sell more shares, which may reduce 

the value of the shares to be sold by the Selling Stockholders in this offering. Selling additional stock 

may lead dilution of the equity interests of the existing stockholders. 
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High Dependence on Key Personnel: 

The competition for technical personnel is intense in the semiconductor industry. The company will 

face difficulty in attracting and retaining key personnel during periods of poor operating 

performance given, among other things, the use of equity-based compensation by them has less 

value. 

 

Narrow Product Range: 

As the operations of the company are small, the company is unable to provide complete range of 

networking and storage solution. 

 

Cyclical Nature of Business: 

The semiconductor industry is a cyclical industry which is sensitive to economic downturn. 

Inventories among original equipment manufacturers are at a higher than normal level. 

 

Competitions against Large Players: 

Most of Perfisans’ competitors have substantially greater financial, technical, and marketing resources 

which bring the ability to serve larger customer bases with better name recognition. Intel, Broadcom, 

and AMD may possibly develop alternative solutions for their own product lines.  

 

Rapid Technological Changes: 

The market for the products requires rapid technological developments and product evolution due to 

rapid changes in customer requirements. There is demand for higher levels of integration, decreased 

size, and decreased power consumption. 

 

Reliance on OEMS and ODMS of Electronics Products: 

If a manufacturer integrates another supplier's product into one of its product platforms, it will be 

more difficult for Perfisans to achieve future design wins with that platform because changing 

suppliers involves significant cost, time, effort, and risk on the part of the manufacturer. 

 

Lengthy Product Development: 

After a product has been developed, tested, and manufactured, customers need time to integrate, test 

and evaluate the product. Also, additional time is needed to begin volume production of equipment 

which incorporates any changes to the product. 

 

Uncertainties Involving the Ordering and Shipment: 

Uncertainties in ordering and shipment result in high inventory cost for the company. Sales may be 

pursuant to individual purchase orders and not to any long-term supply arrangement with 

customers. 
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Short PLC: 

In this industry, product lifecycles tend to be short relative to the sales and development cycles. This 

may lead to a distress sale of inventory. 

 

Fluctuations in the Personal Computer Market: 

PC processor product lines are closely tied to the personal computer industry. As a result, industry-

wide fluctuations in the PC marketplace have am enormous impact on sales of the industry.  

 

Non Compatibility with Some Industry Standard: 

Since the industry standards keep evolving in this fast growing industry, the Company may find its 

product incompatible with any or all of new standards that may emerge in future. 

 

Negative Working Capital: 

The Company currently has negative working capital. If the Company is not able to issue further 

capital to meet its working capital needs, it may not be able to manage the growth impetus which the 

management is planning to have. 



Beacon Equity Research  

Perfisans Networks Corp. (OTCBB: PFNH)                        28                                               Initial Research Report 

June 6, 2005 Analyst: Shailesh Dhuri, CFA 
www.BeaconEquityResearch.com  

 
 

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 minimizing 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 in-

formation in this report should be construed as an endorsement to either buy or sell any securi-

ties 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 accu-

rate.  All conclusions in this report are deemed reasonable and appropriate by the author.  Bea-

con Research Partners has been compensated eighteen-thousand dollars by Pasadena Capital 

Partners, Perfisans’ investor relations firm, 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 ex-

pressed or implied by such forward-looking statements.  Investors should exercise good judg-

ment 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 con-

strued as recommendations or stock price predictors.  Conflicts are inimical to credible profes-

sional 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. 

 
All material contained in this report is the sole property of Beacon Research Partners, LLC.  

No information contained herein may be copied or reproduced in any manner without the 

express written consent Beacon Research Partners, LLC. 


