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Background

1.

I was retained in May 2014 by Attorney Charles John of the Dallas, Texas
Samson John Law Firm to provide analysis of a Panterra Insurance Claim
filed by A-Board, Inc. and their subsidiary All Electrical, Inc., both of
which are located in Dallas, Texas. A-Board, Inc. produces electronic
printed circuit boards (PCBs) and reportedly sells individual electronic
components, subassemblies and systems to customers. All Electrical sells
individual electronic components, subassemblies and systems to
customers, as well. A-Board, Inc. and/or All Electrical, Inc may be
referred to as “A-Board” throughout this report. The basis for the claim is
an alleged theft that took place on 7 January 2014 where selected items
were stolen from the A-Board warehouse. The amount of the A-Board
claim is approximately $4,000,000 ($4M) and coincides with the
maximum inventory coverage A-Board has with Panterra Insurance. A-
Board values the total pre-theft warehouse inventory at approximately
$42,000,000 ($42M). My instructions from both Everett Caldwell at
Panterra and Attorney John were to be proactive in looking at all possible
avenues to substantiate and validate the A-Board claim.

The purpose of this report and my review of the matter are to identify or
estimate what was actually stolen from A-Board along with the value of
items that may have been removed during the theft. To that end, | visited
A-Board for a facility tour and meeting on May 16, 2014 and a 5 day

physical warehouse inventory starting on May 25, 2014.



3. Until January 2011, | was Director of Engineering on the Department of
the Air Force Space Based Infrared Systems (SBIRS) satellite surveillance
program, and | have approximately 35 years of experience in the
manufacture, use, and design of electronic and electrical devices used in
commercial, military, and space systems. | have managed several PCB
production facilities and | am very familiar with required electronics
handling, storage, and packaging and how those practices affect
component and system reliability. | have also been employed by several
electronic component manufacturers and | am an experienced Computer
Forensics Examiner. | have a Bachelor’s degree in Electrical Engineering
and a Master of Science in Engineering Management. | am also a State
Registered Professional Electrical Engineer. My general resume is

attached as Exhibit 1.

Preface
4. The value and reliability of electronic devices and assemblies is highly

dependent on their age, proper storage, handling, and packaging.
Exposure to electrostatic discharge (ESD), moisture, dust, dirt, and
physical damage degrades electronics by imparting immediate loss of
functionality or latent defects that can result in future functional failures.
Use of these degraded electronics causes failures of higher level
assemblies and end products. The latter incurs costly repair, warranty
replacement, and intermittent problems that impact a producer’s bottom

line and reputation.



5. The international electronics industry ESD Association states in their 2013
ESD Fundamentals publication:

“Despite a great deal of effort during the past thirty years, ESD still
affects production yields, manufacturing cost, product quality, product
reliability, and profitability. The cost of damaged devices themselves
ranges from only a few cents for a simple diode to thousands of dollars for
complex integrated circuits. When associated costs of repair and rework,
shipping, labor, and overhead are included, clearly the opportunities exist
for significant improvements. Nearly all of the thousands of companies
involved in electronics manufacturing today pay attention to the basic,
industry accepted elements of static control.”

The entire ESD Association paper is attached as Exhibit 4. | have also
attached, as Exhibit 5, an Intel Corporation paper on ESD and Electrical
Overstress (EOS). Intel is a member of the ESD Association as are
virtually all significant electronics industry producers throughout the
world.

6. Exposure to moisture and other contaminants can also impact reliability by
causing degradation to external assembly materials and component
internals, particularly in non-hermetic packages.

7. 1 am unaware of any electronic components or assemblies that improve
with age, and most degrade over time due to corrosion, moisture intrusion,
and other factors.

8. The lifecycle of electronic components is quite short. Newer, faster, more

complex components with higher function density and enhanced



production methods evolve continually, rendering older components
obsolete. There is also an increasing tendency to replace rather than repair
end products, limiting the number of replacement components purchased.
Unfortunately, newer higher density components are typically more
susceptible to ESD damage due to their reduced geometries. Those
familiar with continuing cell phone advances may relate to this
commentary.

9. Many electronic devices are imprinted with a date code. A date code such
as 8807 typically signifies a manufacture date of week 7 in the year 1988.
Electronics with indeterminate age are of unknown reliability and would
typically be scrapped.

10. Consideration of handling, packaging, storage practices, and age were

significant factors in determining the value of the A-Board inventory.

May 16, 2014 A-Board Meeting
11. To gain a better understanding of the A-Board claim and operation, |
attended a May 16, 2014 meeting at their Dallas, TX facility. Meeting
attendees were:

e Harold Hone, A-Board President

e Charles John, Panterra Attorney

e Everett Caldwell, Panterra Adjuster
e Joan Sands, A-Board Employee

e Robert Abend, Panterra Consultant
e Mark Clark, Product Consignor

12. Mr. Hone stated that A-Board had been producing PCBs for eighteen

years.



13. During our meeting, Mr. Hone stated that no physical warehouse
inventory had been conducted for years prior to the theft, and that the theft
was evident based on empty warehouse shelves in a number of different
locations, but primarily on upper shelves. The loss was then subjectively
based on there being at least $4M in value removed by the thieves, which
was scaled as an estimate from the $42M total inventory value. Mr. Hone
had previously estimated that as much as $20M could have been stolen
from the warehouse but he initially estimated that figure to be $5M and
later concurred with Mr. John’s suggestion that he did not know what was
stolen or its value.

14. Photo 1 on the following page shows a portion of the warehouse as

currently depicted on the All Electrical web-site:



Photo 1.

Photo 1A.




Photo 1 metadata shows that it was taken before the theft on December 20, 2013 at 11:51
AM. Itis then notable that there are empty shelves at various pre-theft inventory
locations, and the criteria delineating empty shelves prior to the theft from those allegedly
created by the theft have not been identified by A-Board. The Photo 1 empty shelves are
primarily in the upper rack areas in a similar manner to the post-theft photos I took on
May 16th. While Mr. Hone stated that the upper shelves were safer and where high-
value product was stored, the lower shelf population preference could be to minimize the
need for equipment such as ladders, and was observed to be consistent throughout the

warehouse. The metadata for Photo 1 is shown below in Figure 1.

Figure 1.
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15.

16.

17.

18.

Photo 1A, above, is an excerpt of a post-theft picture | took during our
May 16" A-Board meeting. Photo 1A was taken from a different
perspective than Photo 1, but it can be seen by comparing Photo 1A to the
red rectangle in Photo 1 that the inventory, location, type, shape, and
orientation of shelved goods are the same, as is the empty shelf. While
this is a small section of the warehouse, it is immediately adjacent to the
reported theft point of entry and appears to have been untouched during
the theft.

A May 1, 2014 Royce & King (R&K) report (shown in Exhibit 2) states
that they were unable to obtain warehouse inventory shelf locations from
Mr. Hone and the 43,000 item pre-theft inventory spreadsheet provided by
A-Board does not include shelf locations. The complete pre-theft
inventory spreadsheet provided by A-Board is hundreds of pages and not
included in this report. It can be provided in electronic form upon request.
The R&K report also documents Mr. Hone’s statement that up to $20M in
parts may have been stolen.

As can be seen in Photo 2 on Page 11, taken during my May 16" visit, all
warehouse shelves have unique sequential identifiers as do most bins on

the shelves:
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Shelf Locations:

13-A-6, 13-A-5
P &13-A4. ...
Shelf Location Label|
Photo 2.

As previously stated, A-Board and All Electrical sell items to customers
from their warehouse. That process includes the following steps:

a. A customer order is received

b. An A-Board employee reviews the inventory database for quantity

available and inventory location

c. An A-Board employee uses the inventory location to find the

item(s) in the warehouse and removes them for delivery to the
customer
d. The inventory database is debited for the item(s) sold and shipped
Selling from a 43,000 item warehouse without an inventory database
containing item shelf locations would be virtually impossible.
19. During my May 16" visit, | asked Mr. Hone what the shelf labels (shown

in Photo 2) were for. He confirmed that they were to identify item


Bob
Callout
Shelf Location Label

Bob
Line
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20.

locations, and stated that all items are identified by location in his
inventory database/spreadsheet. Several hours later, he said that some
items are identified by location in his database, and some are not.

Mr. Hone stated that much of the warehouse inventory (= 90%) was on
consignment and belonged to entities other than A-Board. As such, he had
Mr. Mark Clark attend the meeting as a consignor of A-Board warehouse
inventory. Mr. Clark said he had approximately $1.7M in A-Board
resident product. Mr. Hone stated that he had approximately twenty
consignors. The pre-theft inventory spreadsheet, provided by A-Board,
shows four warehouses numbered as 2, 3, 9, and 11 in Column F. | asked
Mr. Hone where the four different warehouses were located and he said
there was only one warehouse and he initially stated the warehouse
numbers did not mean anything. When pressed, he said that each
warehouse represented a consignor. | then asked Mr. Hone if he only had
consignors 2, 3, 9, and 11 (four) or the twenty previously stated. He had

no answer for that question.

21. An excerpt of the pre-theft inventory is shown in Figure 2. below:

4

Figure 2.




22. Mr. Hone told us several times during our meeting that A-Board had
generated the “Pre-Theft” inventory approximately one week prior to the
reported January 7, 2014 break-in and theft. In reviewing the metadata for
the EXCEL spreadsheet he provided, it appears that an “A-Board User”
generated the purported Pre-Theft Inventory on February 25, 2014 at
11:04 PM, weeks after the reported theft. Figure 3 below shows the pre-

theft Inventory file metadata:

A-Board

Figure 3.

23. | asked Mr. Hone why 20,015 items listed in Warehouse 9 all had a

quantity of three since it does not seem possible for that many items in an

13
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active inventory to have the exact same quantity. Mr. Hone did not have
an explanation for that phenomenon. Warehouse 9 represents
approximately half the A-Board warehouse inventory value. An excerpt

of Warehouse 9 pre-theft inventory is shown in Figure 4 below:

/

Figure 4.

24. 1 asked Mr. Hone what the “9 LT, under the lead time column, meant for
Warehouse 9. He said it had no meaning even after | expressed surprise
that the 9_LT code had been developed for no reason. | suggested that
9 LT might be an acronym for “Warehouse 9 Lead Time”, and Mr. Hone
said that was not the case. In Figure 2, as an example, the term “Stock”
under the lead time column means that an item is resident in warehouse
inventory and the lead time is essentially zero, sans packing and shipping.
Another lead time term could be “2 Weeks” or a specific date indicating

when an item would be available to a customer from the date of their
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order. If Warehouse 9 inventories were in stock at the A-Board
warehouse, as claimed, it is not clear why the lead time was not “Stock” as
is shown for some items in Warehouse 2. All Warehouse 9 items have the
9 LT lead time and, again, Warehouse 9 represents approximately half the
total A-Board inventory value, or roughly $20M. The pre-theft inventory
also lists quite a number of Warehouse 2 items with lead time dates well
beyond the January 7, 2014 theft date. The latter could indicate those
items were not in A-Board inventory during the theft and therefore not
“pre-theft” inventory as claimed. Figure 5 below shows a “pre-theft”

inventory excerpt with lead times beyond the January 7, 2014 date of theft.

Figure 5.




25. The All Electrical web-site provides consignors an online method to
upload their inventory database or to email their inventory list to All
Electrical so that items can be posted for sale and remain at the
consignor’s inventory location. That type of inventory would, of course,
not have been at A-Board during the reported theft. Figure 6 below shows
the consignor “Upload Tab” inventory entry page on the All Electrical

web-site:

Figure 6.

16
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26.

27.

When asked about the All Electrical upload web-page, Mr. Hone insisted
that All Electrical/A-Board does not allow consignors to upload electronic
inventory lists to the web-site. He also stated that all consignor
inventories physically reside in the A-Board warehouse.

As stated earlier, Mr. Mark Clark (an A-Board consignor/seller) attended
our 16 May meeting. He indicated that he had consignment goods worth
roughly $1.7M in the A-Board warehouse. Mr. Clark went on to explain
that he had obtained his inventory from companies such as Electrax that
had gone bankrupt. Mr. Charles John (Panterra Attorney) asked Mr. Hone
to provide a list of the goods Mr. Clark had in the A-Board warehouse
inventory. Mr. Hone left our meeting room and returned with a two page
list valued at approximately $2.3M as is shown in Exhibit 3 of this report.
That represented a $600,000 increase from what Mr. Clark thought he had.
Mr. John took note of an A-Board product on the list and asked Mr. Hone
why an A-Board product was listed as Mr. Clark’s inventory. Mr. Hone
was unable to explain that anomaly.

Mr. John then asked Mr. Hone if we could go to the A-Board warehouse
and physically locate Mr. Clark’s product. We moved to the warehouse
and, after spending 15 or 20 minutes, Mr. Hone was unable to locate any
of Mr. Clark’s products on the list he had provided. His inability to find
the product supports my hypothesis in Paragraph 20, of this report that an
inventory database including warehouse locations is crucial to warehouse

operation.



28. In my process of reviewing the pre-theft inventory, | sorted the top valued

items as is shown below in Figure 7:

1
2

23
24
25
26
27

A B

Item  Part Number
339 0603YC104KAT2A

38407 SY-6165F15

2096 269425-001

2064 264564-001
14162 MWT2405-12
36140 SAM-820TN2
34309 NEC-X551T9

6961 CL10C510JBNC
4421 923345-01-C
36139 SAM-820DN2
42000 5650F5

2382 310-13-136-41-001000
34183 NEC-8205

34305 NEC-X463T9
18571 TLC27L4BID
40302 TS-B75FN8X

9242 ERJ-3EKF1913V
19017 TX25A-L-4.5V

1992 252260-001

2033 258936-001
40300 TS-B75FN6X
40301 TS-B75FNSM
34310 NEC-X551TM
13049 MC68HC11K1CFU4
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Description
CAP CERM .1UF 10% 16V X7R 0603
SM/ 5Y5-6016GT-TF-SF105

PCB ASSY, FET POWER DAR 4.2 K REV E( 100% CALIBRATION BY PROBE SPECIALIST)

PCB ASSY, PENU MDL3 MATERIAL HANDER ( NO CALIBRATION)

DC-DCCONVERTERS

82" SAMSUNG LCD BLK

55" 3%3 VIDEQ WALL LED
CAP CER 51 PF NPO 5% 0603

JUMPER WIRE 0.1" LONG PKG OF 200

82" SAMSUNG LCD BLK

LED GREEN T1 QUAD RIGHT ANG PCB

CONN SOCKET STRIP 36P0S GOLD
82" NEC 2000:1 DVI HDMI BNC
NEC FOUR X463UN BUNDLED

IC PREC QUAD OP AMP 14-501C (TUBE)

4U, FT774, C602

RES 191K OHM 1/10W 1% 0603 SMD
RELAY LATCH 2A 4.5VDC 100MW SMD

PCB ASSY, INKER SENSOR 100% CALIBRATION BY PROBE SPECIALIST

PBC ASSY TESTER I/F COND Il 258936-001 ) NO CALIBRATION

4U, FT774, C602
4U, FT774, €602
55" 2X2 VIDEQ WALL LED

IC 8-Bit HC11 CISC ROMLess 5V 80-Pin PQFP (Quote: $3.50)

Manufacture

AVX CORP CORP
Supermicro barebone
ELECTROGLAS
ELECTROGLAS

IPD

SAMSUNG LCD MONITOR
NEC LCD MONITOR
SAMSUNG

3M

SAMSUNG LCD MONITOR
Visual Communications
Mill-Max Manufacturing Corp.
NEC LCD MONITOR

NEC LCD MONITOR
Texas Instruments

Tyan barebane
PANASONIC

Panasonic Electric Works / NAIS
ELECTROGLAS
ELECTROGLAS

Tyan barebane

Tyan barebone

NEC LCD MONITOR
FREESCALE

Figure 7.

E F

Lead Time Warehouse Qty

G

20E 10004800
9_LT 9 0E=5 3
STOCK 20E=1 105
STOCK 2 OE=1000 1000

2 OE=1000 1000
9_LT 9 OE=5 3
9_LT 9 0E=5 3
STOCK 2 OE=4000 4000
STOCK 2 OE=10000 10000
9_LT 9 0E-10 3
STOCK 2 OE=1500 1500
STOCK 2 OE=70000 70000
9_LT 9 0E=5 3
9.LT 9 0E=10 3
STOCK 2 OE=98670 98670
9 LT 9 OE=5 3
STOCK 2 OE=4900 4300
STOCK 2 OE=35000 35000
STOCK 20E=174 174
STOCK 2 0E=50 50
9_LT 9 0E=5 3
9T 9 OE=30197 3
9_LT 9 0E=5 3
STOCK 2 0E=1975 1980

H

1 J K

Unit Price ExtentPrice

0.04
839025
2200
223
187.5
620114
60709
45
16.53
49608.9
94
2
45098.9
44592.9
1.29
40647.2
23.16
2.99
600
2000
31807.6
30107
29393.1
24.98
Total

400192.00
251707.50
231000.00
223000.00
187500.00
186034.20
182127.00
180000.00
165300.00
148826.70 Two Values
141000.00 $0.94 @ Digikey
140000.00
135296.70
133778.70 5 @1/2 value
127284.30
121941.60
113484.00 $0.10 @ Digikey
104650.00
104400.00
100000.00
95422.80
90321.00
88179.30
49460.4
3700906.20

29. When | asked Mr. Hone for a copy of the All Electrical web-site inventory

database or spreadsheet, he stated that it was the same as the pre-theft

inventory he had already provided. | showed him the differences in the

pre-theft inventory and the All Electrical inventory shown in Figure 7 and

he agreed to provide the All Electrical inventory, but has not done so as of

this writing. As an example, Line 8 in Figure 7 shows 3 each 82”

Samsung monitors in the pre-theft inventory and the All Electrical

inventory shows 5 each. When | initially mentioned the 82" monitor Unit

Price of $62,011.40 Mr. Hone stated they were only worth $600 or $700

each. Additionally, I found some valuations to be orders of magnitude

above market price such as the highlighted 191K surface mount resistor

that A-Board had valued at $23.16 each. As is shown in Figure 8 below, |

found that component available at DigiKey, a major electronic component

distributor in small quantities, for $0.10 each:
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30.

Figure 8.

I also found several items that had reasonable market pricing, but none
that were underpriced with finite value. There were a number of pre-theft
inventory items inexplicably listed at zero value.

When we toured the warehouse, | asked Mr. Hone to show us the listed
82” Samsung LCD monitors. He told us they had been stolen during the
break-in and pointed out the specific shelf locations where they had been.
| looked up the shipping dimensions for a similar Samsung 82” monitor
and found them to be 24” Deep X 59” High X 83” Wide with a weight of
340 pounds. With shelf dimensions at the specified locations that are 45”
Wide x 9.25” High x 30 Deep on an aisle width of 29.5”, it does not seem
to have been possible for the monitors to be stored on those shelves. |
found more than 50,000 items in the pre-theft inventory with the

designation “LCD Monitor”. LCD monitor is typically the description for
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an LCD flat panel display. That many displays would have taken more
empty shelf, floor space and volume than is currently available in the
entire A-Board warehouse. Removal of that many large items would have
also been challenging for what the Dallas Police Department called a
white pickup truck used for the theft. Photo 3 below shows the 82”

monitor shelves and their dimensions:

Photo 3.

31. Photo 4 below shows a collection of empty containers piled on the floor in

the front of the warehouse. Mr. Hone explained that the pile of containers
was left by the thieves as they dumped components into larger bins to steal
them. It is notable that the thieves took time to put the goods in larger
bins and that they took the time to stack and nest some similar containers.
Mr. Hone emphasized that the warehouse was on “lockdown” and that it
was exactly how the thieves left it. He also stated that no empty
containers were kept in the Photo 4 area prior to the theft. Later in the day

Mr. Hone explained that since he had not conducted a post-theft physical
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32.

Photo 4.

inventory, the only way he knew items were missing was when customers
tried to place orders and his people were unable to find the components in
the warehouse to fill the order. That seems to be inconsistent with keeping
the warehouse on “lockdown”. During our May 2014 inventory, R&K
personnel related that there was significant A-Board traffic in the
warehouse during their March 2014 visits.

To augment Photo 1A, | photographed the shelves equivalent to the All
Electrical web-site warehouse photo from a similar perspective during our

A-Board physical inventory. That is shown in Photo 5 below:
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Photo 5.

33. If Photo 5 is compared to Photo 1, it can be seen that the post-theft
inventory has not changed significantly and the empty shelves prior to the
theft in Photo 1 remain empty in Photo 5 after the theft and populated
shelves remain populated with what appear to be the same goods. Again,
these warehouse racks are immediately adjacent to the reported point of
entry used by the thieves. It also currently contains a new Asus LCD
monitor. For ease of comparison, Photos 1 (right) and 5 (left) are shown

side by side on the next page.
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The mirror image set of shelves on the right side of Photo 1 were an
Adobe Photoshop manipulation and do not exist in the warehouse. The
double door at the rear of the photo was also largely obscured in

Photoshop, and there may have been other minor touchups.

May 25t - May 30th 2014 A-Board Warehouse Physical Inventory
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34. In addition to myself, the following R&K personnel supported the

35.

36.

inventory:

e Sam Brandis

Karla Brandis
Peter Brandis
Bob Brandis
Garfield Prentiss
Brice Borden

We scheduled five days for the inventory based, in part, on Mr. Hone
stating at our May 16" meeting that he had a database showing inventory
locations for items. At the beginning of the inventory, | asked Mr. Hone
to provide the item location data and he said he had no such database or
spreadsheet.

The A-Board inventory is ESD sensitive, but Mr. Hone had stated several
times at our May 16" meeting that ESD precautionary measures were
unnecessary and not employed by A-Board personnel. As such, we
requested Mr. Hone’s permission to conduct the inventory process without

ESD precautionary measures. He gave us written permission to do so.
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37. General inventory observations:
a. As he stated at our May 16" meeting, Mr. Hone does not employ
ESD dissipative tiles on the warehouse floor. The electronics
industry uses ESD dissipative cardboard bins and other types of
dissipative containers to store electronics. Most of the A-Board
electronics storage bins were plain non-ESD rated cardboard. As
exemplified in Photo 6 below, opened packaging had been resealed

with standard office “Scotch Tape”.

Tape —

Photo 6.
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In their “Primer on Electrostatic Discharge” the Teledyne
Corporation states:
“Never use ordinary plastic adhesive tape near an ESD sensitive

device or to close an anti-ESD bag. The act of pulling a piece of

standard plastic adhesive tape, such as Scotch” tape, from its roll
will generate a static charge of several thousand or even tens of
thousands of volts on the tape itself and an associated field effect
that can discharge through or be induced upon items up to a foot
away.”

From my own experience, | have found the use of Scotch Tape to
be very destructive.

Many components have no identifiable date codes, so their age
cannot be determined.

Almost all assemblies and components were unpackaged or in
opened packaging, and the majority were partially used and less
than the original contained quantity.

The microelectronics inventory was in opened packaging with
older date codes typically in the 1980’s and 1990’s. The majority
of those components were non-hermetic plastic packages

A number of items in inventory were not listed on the A-Board
pre-theft inventory.

Many bins have no part numbers listed along with a variety of
unlabeled contents and are therefore not traceable to the pre-theft

inventory.



g. Most printed circuit boards were unpackaged and piled on top of
each other resulting in physical damage as is shown in Photo 7

below:

_| Physical Damage

Photo 7.

h. R&K personnel complained about large spiders, some of which
were in bins with electronics. 1 also took a picture of a large lizard
on the warehouse floor adjacent to a rack of shelves containing

electronics as shown below in Photo 8:

Photo 8.

i. Another example of PCB damage that could be related to animal

infestation or other contaminants is shown in Photo 9 below:

27
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Corrosion

Photo 9.

Most racks of shelving had some empty upper shelves similar to

those evident in pre-theft Photo 1.

. The shelves along the warehouse back wall (Rack 31) containing

connectors and sockets were fully populated possibly indicating no
component theft in that area. The Warehouse Layout diagram is
shown on Page 33 of this report. Most connectors were beyond a
seven year age and some had evidence of degradation as is shown

in Photo 10 and 11 below.



Corrosion \

Bent Pin

Photo 10.

Corrosion

N

Photo 11.

38. During their March 2014 visits, R&K had valued selected A-Board
warehouse items. During the inventory, Sam Brandis showed me some of
the items he had established the values on. An example of PCBs in a bin

is shown below in Photos 12 and 13:



Engineering

— | Only

Molten
Solder
Splash

Photo 12.

Photo 13.

39. As can be seen from the R&K label, the bin of PCBs was valued at over
$344,000.00. Sam Brandis explained that the valuation was largely based

on what Mr. Hone told him with regard to value.



31

40.

41.

The PCBs with circular cutouts are “probe cards” used to test
semiconductor devices in wafer form. As can be seen, they are hand wired
and likely for very specific devices and types of tests. The “Engineering
Only” designation indicates the probe cards are for engineering analysis of
some type and are likely not for resale as a commercial product. After tiny
needle-like probes are attached to the probe cards, they can be used for
testing replicated individual semiconductors with specific geometry on a

wafer. A semiconductor wafer example is shown in Photo 14 below:

Photo 14.
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41. In comparing the bin of PCBs shown in Photos 12 and 13 to industry

standard requirements outlined in the Preface of this report, | found the

following:

a.

b.

C.

The boards are stacked on top of each other without packaging
There are essentially no ESD measures employed

The boards are not protected from moisture by a moisture barrier
bag or desiccant

There are no date codes on the boards | examined, so the age of the
boards cannot be discerned.

A label on the bin indicates it contains 41 part types,
“SY-625WTRB” through SY627AXR3”. On the pre-theft
inventory those appear to be Supermicro Barebone Servers. The
probe cards described above are not listed in the SY-625WTRB
through SY627AXR3 sequence of part numbers, and | saw nothing
that looked like a bare bones server. Sam and Karla Brandis told
me with certainty that Mr. Hone had told them several times that
the bin labels containing a part number, a dash, and then a second
part number, as discussed above, indicated the applicable sequence
of product on the pre-theft inventory spreadsheet. | asked Mr.
Hone to confirm that during the inventory and he said sometimes
that is the case and sometimes it is not.

There were other containers valued at six figures of the same type

and condition.



A-Board Warehouse Layout
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42. Mr. Hone had previously stated that no empty bins had been at the Photo 3
location until the thieves put them there during the robbery. During the

inventory, | noticed the bin shown in Photo 15 below:

Photo 15.

43. Joan Sands was assigned as our support point of contact during the
inventory by Mr. Hone. Since I could not find aisle 60, in the warehouse,
| asked Ms. Sands where aisle 60 was located at A-Board. She left, came
back and said Mr. Hone stated “it was just a number on a box and did not
mean anything”. Since Mr. Hone had stated that no electronics inventory
was stolen from anywhere but the warehouse and aisle 60 appears to be a
location external to the warehouse, it is unlikely the thieves placed that bin
in the Photo 3 area.

44. The May 25" Inventory methods employed were as follows:

a. Zero value items were sampled for date codes. As an example, the
shelves in rack 20 contained unpackaged reels that had been

partially used. They were visibly dirty, had been handled without
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ESD precautionary measures, were unpackaged and exposed to
moisture, and the vast majority of date codes were in the 1990s or
early 2000s. Based on the above, | deemed the value of these
components to be zero. In this case we recorded the date codes on
a sample of ten reels per column of shelves. We skipped those
reels with no date codes to achieve ten recordings

b. In some cases such as the connector and socket inventory on the
back wall, bins were counted in each column. The age of most
connectors could not be determined, but Photos 10 and 11 above
are likely indicative of age

c. | supervised inventory methods used on each type of product and
some areas were inventoried by an actual component count where
deemed appropriate.

45. Many of the surface mount device (SMD) reels had date codes as old as
1983, were completely unpackaged, dirty, and frequently had components
on the tape dangling off the shelf. More than half the reels had no date
code at all, and many original labels had been obscured and covered by
All Electrical labels. Photo 16, 17, and 18 below exemplify some of those

findings:
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Photo 16.

Photo 17.

I

<RTV=Retu rn to Vendor

Photo 18.
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46.

47.

48.

49.

On May 30", the last day of the inventory, | asked Mr. Hone to show me
the labeling system used at A-Board to identify shelf and position
locations within the warehouse. In the morning he told me he would have
to find his IT person. Around lunch time, | stopped by his office and he
showed me the label printer. When | asked to see it in operation, he told
me he would have to find his IT person since it was not hooked up. |
came back to his office toward mid-afternoon and he had left the A-Board
facility. Itis likely the label printing system is part of the inventory
database.

The detailed record of our physical inventory is a spreadsheet that is
hundreds of pages long and can be supplied electronically upon request.
By Friday May 30th, | had found very little value in the A-Board
inventory. Per my instructions from Panterra Insurance, | wanted to be
sure | had done everything possible to credit the insured with the
maximum possible inventory value. As a result, myself and the R&K
team conducted two passes through the warehouse to identify properly
packaged goods with reasonable age. For most items, | relaxed my criteria
to a seven year age limit. | also counted some items with recent date
codes that were not hermetically sealed. Those searches yielded a total
value of $416,883.

As one example of credited value, we had found properly packaged flash
memory devices, with a date code of 2007, that had Mark Clark labeled as

the consignor. In performing a search, I found the device listed as
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obsolete at Arrow Electronics, a major US electronics distributor. Their

web-site excerpt is shown in Figure 9 below:

I Figure 9.

I also received quotes from other sources, one such quote for $4.00 is
shown in Figure 10 below and the lowest was $1.66 each. The A-Board
claimed unit price was $18.00 each, and I still gave A-Board their claimed
$54,000 value credit for that inventory. There is a very unlikely
possibility that a customer might want this device for the A-Board price if
they could not find it elsewhere. As described in the Preface of this report,
the life cycle of electronic components is very short, and flash memory, in

particular, evolves at a very rapid pace.



Hi ,
It's our pleasure to got your RFQ).

The Following is our best gquotation, please check:

PartNo. Description Qty Mfz DC Price

MT29F16GOSFAAWC 100 MICRON 2013 $4.00/pes

Our company is one of leading Electronics components distributor.We sale IC(Integrated Circuit),Modules, Capacitor,Connectors etc.

Any other goods do you need?

You can send RF Q) to me if yvou looking for these produce.

We sell Only Original New item. If you have any inguiry, please feel free to sent any time.

Yours Sincerely

Brenda Figure 10.
HongDa Electronics Co.,Ltd

Conclusions

50. Mr. Hone said that he has been in business for 18 years. Since the vast
majority of warehouse electronic components are opened in partially used
packages, they are likely overages from PC Boards produced over the 18
years. The date code ranges are also somewhat consistent with that time
period. The printed circuit boards, exemplified in Photo 12 are also, in
part, likely to be production overages.

51. Inventory such as that shown in Photo 12 is scrap material whose value is
not more than can be obtained via metal recovery. The latter is miniscule

relative to the intended product sale price, or the $344,000 valuation.

39
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52.

53.

54.

A-Board applies considerable effort to maintain unique shelf location
labels throughout their warehouse. They print shelf location labels and
even delineate position within a shelf for the majority of bins in the
warehouse and they have invested in a location labeling system and printer
to facilitate the above. As previously stated, it would be a virtual
impossibility to routinely sell product from their warehouse without a
location database coupled to product type and quantities. That leaves two
possibilities:

a. A-Board does not sell product from their warehouse

b. Mr. Hone is unwilling to share the location database
An inventory/location database would have made it much easier to
conduct our inventory and to establish a deterministic loss value.
From a business perspective, it is unusual that Mr. Hone has made little or
no attempt to establish his loss. He claims that 90% of the inventory
belongs to consignors, yet he states that he has not notified any of them of
their loss. Along similar lines, it would seem important to understand loss
of product availability in order to continue selling items from the
warehouse to customers.
Mr. Hone believes that ESD precautionary measures are unnecessary.
That position is diametrically opposed to electronics industry standards as

well as my personal experience.
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55.

56.

57.

58.

Mr. Hone’s statement that he stores the most valuable products on upper
shelves in the warehouse was not born out during our inventory. Upper
shelf inventories were, for the most part, similar to those on lower shelves,
except that upper shelf products were probably accessed less frequently. It
is logical that lower shelves would be easier to access without a ladder and
therefore preferable, resulting in the likelihood that upper shelves would
tend to be more empty.

Since even one 82” LCD monitor listed in Warehouse 9 could not possibly
fit on the shelves Mr. Hone identified as their pre-theft location, and the
whole warehouse could not contain the thousands of LCD monitors and
other equipment specified in the pre-theft inventory provided to Panterra
Insurance, the pre-theft inventory is quite inaccurate. In fact, the “pre-
theft” inventory, based on its metadata appears to have been generated
approximately 2.5 weeks after the January 7, 2014 theft.

The fact that the number of monitors and other equipment on the pre-theft
inventory would not physically fit in the warehouse, coupled with the All
Electrical web-site consignor “Upload” page and the lead times shown in
Figure 5, point to a very significant portion of pre-theft inventory items
not having been resident at A-Board during the reported theft.

The pre-theft All Electrical warehouse web-site photo taken on December
20™ 2013 appears to have the same inventory in the same locations, and
the same empty shelves as the photo of the same shelves | took on May
25" 2014. It then seems that nothing was stolen from that area of the

warehouse at all, and it was directly adjacent to where the reported thieves
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59.

60.

61.

62.

entered the warehouse. It also contains what appears to be a new ASUS
computer monitor.

In some cases, older components or assemblies can demand high prices
due to lack of availability for older equipment. | did not identify
warehouse inventory in that category.

Based on our inventory and resultant valuation, the total current
warehouse product is worth approximately $418,000. That spreadsheet
tally is shown in Exhibit 6.

Because of my involvement in the claim analysis, | became privy to
product handling and other issues that typical customers might not be
aware of. That could allow higher valuation than I allocated, but I am
assuming A-Board accurately represents their goods to customers.

As has been described in this report, there are many inconsistencies and
inaccuracies in data provided by the insured. Nevertheless, if | assume a
warehouse theft actually took place, which is certainly not a given, and
estimate the volume of empty bins that may have resulted from the theft,
the loss value would be roughly 15% of the pre-theft inventory. The value
of the pre-theft inventory could have been as high as $500,000 resulting in

a loss valuation estimate of $75, 000.



Summary

63. The process of establishing the value of the A-Board loss should have
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been a fairly straightforward process that might not have required the
services of a technical expert. If an accurate pre-theft inventory had been
provided by the insured along with warehouse shelf locations and
reasonably accurate valuations, a timely pre-theft minus post-theft
subtraction could have yielded an accurate estimate of the loss. The
insured also promised but never provided the All Electrical online
database and individual consignor spreadsheets that would have also been
helpful. Mislabeled bins, lack of part traceability to the pre-theft
inventory and frequent self-contradictions by the insured further
exacerbated the process. Despite the above encumbrances, | believe the
Panterra Insurance team applied considerable effort and took the time to
do a fairly accurate and best possible assessment of the loss. If additional
objective data can be obtained, | will be pleased to conduct further review

and augment or modify any of my conclusions, where appropriate.
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Respectfully submitted,

ROBERT J. ABEND, PE
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