
 

 



 

 



 

 



 

 



 

 



 

 

([HFXWLYH�6XPPDU\ 
 

/L]��.HDWRQ�DQG�.HUUL� 

 ³2XU�PLVVLRQ�LV�WR�NHHS�D�KLJK�TXDOLW\�UHSXWDWLRQ�DV�D�SLRQHHU�RI�WKH�ORFDO�IRRG�UHVWDXUDQW�LQGXV�
WU\��:H�EULQJ�VSHFLDO�PRPHQWV�DQG�PHPRUDEOH�H[SHULHQFHV�WR�RXU�FXVWRPHUV�WKURXJK�RXU�URDVW�
HG�EDUEHFXH�DQG�DXWKHQWLF�EDUEHFXH�VDXFH�ZLWK�WUDGLWLRQDO�WDVWH�DQG�D�PRGHUQ�WRXFK�´�,Q�������
\RXU�SDUHQWV�DQG�JUDQGSDUHQWV�FKRVH�WR�RSHQ�D�QHZ�EXVLQHVV��2YHU�WKH�QH[W����\HDUV��5DOSK��
(DUO��DQG�0DUWKD�PDGH�VWULGHV�WR�FRQQHFW�ZLWK�WKH�ORFDO�FRPPXQLW\��H[SDQGHG�WKH�UHVWDXUDQW��
DQG�KHOSHG�PDNH�5HG¶V�%DU-E-&XH�D�VWDSOH�RI�*DWOLQEXUJ��,Q�������<RX��/L]��WRRN�RQ�D�QHZ�FKDO�
OHQJH�E\�H[SDQGLQJ�WKH�IDPLO\�EXVLQHVV�DFURVV�WKH�IRRWKLOOV�DQG�6PRN\�0RXQWDLQV��7RGD\��\RX�
VLW�DW�DQ�LPSDVVH�DQG�D�FUXFLDO�PRPHQW�LQ�5HG¶V�%DU-E-&XH�KLVWRU\�DQG�IXWXUH��:H�KRSH�RXU�
WHDP¶V�DVVHVVPHQW�HQDEOHV�\RX�WR�PDNH�D�GHFLVLRQ�WRZDUGV�WKH�QH[W�VWHS�LQ�FRQWLQXLQJ�D�ZRQ�
GHUIXO�UHVWDXUDQW��D�IDPLO\�WUDGLWLRQ��DQG�D�OHJDF\�  

 
$IWHU�DQDO\]LQJ�PDQ\�YDULDEOHV��ZH�IHHO�FRQILGHQW�LQ�DQVZHULQJ�DOO�RI�\RXU�FRQFHUQV�E\�DGGUHVV�
LQJ�WZR�PDMRU�TXHVWLRQV��)LUVW��KRZ�ZHOO�ZLOO�HDFK�SODQ�ILW�ZLWKLQ�WKH�FXOWXUH�RI�5HG¶V�%DU-E-&XH"�
6HFRQG��LV�HLWKHU�RU�ERWK�SODQV�IHDVLEOH"�:H�IXUWKHU�EURNH�GRZQ�LQWR�WKUHH�VHSDUDWH�DQDO\VLV�
TXHVWLRQV��FDQ�WKH�SODQV�EH�FRPSOHWHG�ZLWKRXW�ODUJH�ILQDQFLDO�VWUHVV��FDQ�WKH�LQIUDVWUXFWXUH�EH�
EXLOW�WR�VXSSRUW�WKLV�HQGHDYRU��DQG�KRZ�ZLOO�WKH�PDUNHW�DFFHSW�WKLV�SURGXFW" 

 
:LWK�HDFK�RI�WKHVH�TXHVWLRQV��ZH�VWURYH�WR�FRQVLGHU�ERWK�.HUUL¶V�DQG�.HDWRQ¶V�SODQV��+RZHYHU��
\RX�ZLOO�VHH�VRPH�SRUWLRQV�RI�WKH�VHFRQG�SLHFH�DUH�VHOGRP�GLVFXVVHG�ZLWK�UHJDUGV�WR�.HUUL���
0DQ\�GHFLVLRQV�QHHG�WR�EH�PDGH�ZLWK�FRQMXQFWLRQ�RI�\RXU�WHDP�DERXW�KHU�SURGXFW�EHIRUH�ZH�
IHHO�FRPIRUWDEOH�SURYLGLQJ�WKH�VDPH�LQ�GHSWK�DQDO\VLV��7KDW�EHLQJ�VDLG��ZH�KRSH�RXU�WHDP�FDQ�



 

 
ZRUN�ZLWK�\RXU�IDPLO\�WR�FRPSOHWH�PDQ\�RI�WKH�VWHSV�.HDWRQ�KDV�FRPSOHWHG�DQG�SURYLGH�D�VLPL�
ODU�DQDO\VLV�ZKHQ�WKH�WLPH�FRPHV�LI�\RX�FKRRVH�WR�SXUVXH�.HUUL¶V�SURGXFW��:KLOH�ZH�ZHUH�QRW�
DEOH�WR�JLYH�DV�PXFK�GHWDLO�RQ�PDQ\�RI�WKH�WRSLFV�UHODWLQJ�WR�RSHUDWLRQV�DQG�ILQDQFLDO�DQDO\VLV�IRU�
.HUUL
V�SURGXFW��ZH�ZHUH�DEOH�WR�FRYHU�GLVWULEXWLRQ�PHWKRGV��SULFLQJ�VWUDWHJLHV��VSHFLILF�PDUNHW�
LQJ�WDFWLFV��KRZ�LW�ZLOO�PHVK�ZLWK�5HG
V�FXOWXUH��WKH�W\SH�RI�HPSOR\HH�PDQDJHPHQW�DQG�PRUH�  

 
2XU�WHDP�ZDQWV�WR�VWUHVV�WKDW�ZH�ZLOO�QRW�EH�UHFRPPHQGLQJ�RQH�SURMHFW�RYHU�DQRWKHU��:H�DQD�
O\]HG�HDFK�YLVLRQ�LQGHSHQGHQWO\�LQ�KRSHV�WR�SURYLGH�LQIRUPDWLRQ�WKDW�SHUPLWV�WKH�WKUHH�RI�\RX�WR�
GHFLGH�WKH�IXWXUH�IRU�5HG
V�� 

 
7KH�PLVVLRQ�VWDWHPHQW�ZH�VKDUHG�DW�WKH�EHJLQQLQJ�RI�WKH�SDSHU�LV�WKHUH�EHFDXVH�RXU�WHDP�IHHOV�
WKDW�WR�SXUVXH�D�QHZ�SURMHFW�\RX�PXVW�NQRZ�ZKHUH�5HG¶V�FXUUHQWO\�VLWV�DQG�FUHDWH�D�VLQJOH�PHV�
VDJH�DOO�WKUHH�RI�\RX�FDQ�EX\�LQWR�� 

 
$�PDMRU�IDFWRU�RI�DQ\�QHZ�SURMHFW�LV�PDQDJLQJ�HPSOR\HHV��7KLV�LPSDFWV�HYHU\WKLQJ�IURP�WKH�IL�
QDQFLDO�SURMHFWLRQV�WR�WKH�RSHUDWLRQDO�HIILFLHQF\��)RU�.HDWRQ¶V�DQG�.HUUL
V�SODQV�WKHUH�ZLOO�EH�D�
VLPLODU�FKDOOHQJH�DQG�MRE�GHVFULSWLRQ��7KH�ODUJHVW�GLIIHUHQFH�ZLOO�FRPH�LQ�WKH�NH\�MRE�UHTXLUH�
PHQWV�DQG�WKH�W\SH�RI�SHRSOH�WR�KLUH��.HDWRQ
V�WHDP�ZLOO�EH�PRUH�KHDYLO\�IRFXVHG�RQ�JHWWLQJ�WKH�
WDVN�GRQH�DW�KDQG��7KHUH�ZLOO�EH�D�ODUJH�HPSKDVLV�RQ�WKH�LQWHUQDO�FRQWURO��UHGXFLQJ�FRVW��DQG�DQ�
HPSKDVLV�RQ�LQFUHDVLQJ�HIILFLHQF\��.HUUL
V�WHDP�ZLOO�ORRN�IRU�RSSRUWXQLWLHV�IRU�DGYDQFHPHQWV�DQG�
ZLOO�QHHG�DQ�DWPRVSKHUH�WKDW�DOORZV�HPSOR\HHV�WR�GHYHORS�WKHLU�VNLOOV��&UHDWLQJ�D�WHDP�HQYLURQ�
PHQW�WKDW�PRWLYDWHV�HPSOR\HHV�WR�EHOLHYH�LQ�WKH�SURGXFW�ZLOO�EH�YLWDOO\�LPSRUWDQW�LQ�FUHDWLQJ�VXF�
FHVV�IRU�KHU�YLVLRQ� 

 
7KH�SHRSOH�\RX�KLUH�WR�ZRUN�RQ�\RXU�VWDII�DQG�PDNH�\RXU�SURGXFWV�ZLOO�LPSDFW�WKH�ILQDO�JRRGV�
GHOLYHUHG�WR�WKH�FXVWRPHUV��'HOLYHULQJ�D�KLJK�TXDOLW\�SURGXFW�WKDW�PHHWV�WKH�VWDQGDUGV�WKDW�ZHUH�



 

 
VHW�E\�\RXU�UHVWDXUDQW�DQG�IDPLO\�LV�LPSHUDWLYH�ZKLOH�H[SDQGLQJ�WKLV�EUDQG��)RFXVLQJ�RQ�GHOLYHU�
LQJ�WKLV�SURGXFW�DV�HDVLO\�DV�SRVVLEOH�WR�WKH�FRQVXPHU�ZLOO�EH�DQ�LPSRUWDQW�GHFLVLRQ�WR�PDNH�LI�
\RX�GHFLGH�WR�JR�IRUZDUG�ZLWK�WKLV�SURMHFW��<RX�ZLOO�ILQG�DQ�HYDOXDWLRQ�RI�WKH�GLVWULEXWLRQ�PHWKRGV��
SULFLQJ�VWUDWHJLHV��DQG�JHQHUDO�PDUNHWLQJ�VWUDWHJLHV�WKURXJKRXW�WKLV�SDSHU�IRU�ERWK�.HDWRQ�DQG�
.HUUL
V�SURGXFWV��:H�HYDOXDWHG�WZR�GLVWULEXWLRQ�RSWLRQV��ZKROHVDOH�GLVWULEXWRUV�DQG�EURNHUV��:H�
IRXQG�ZKROHVDOH�GLVWULEXWLRQ�ZDV�WKH�EHVW�RSWLRQ�IRU�WKH�EUDQG�.HDWRQ�ZDQWV�WR�JURZ��'XH�WR�WKH�
QDWXUH�RI�WKH�LQGXVWU\��KDYLQJ�D�KLJKO\�VSHFLDOL]HG�GLVWULEXWRU�IRFXVHG�RQ�WKH�FRQGLPHQW�PDUNHW�
ZLOO�DOORZ�5HG
V�WR�FRPSHWH�ZLWK�WKH�PDVVLYH�FRPSHWLWRUV�LQ�FRQWURO�RI�WKH�FXUUHQW�PDUNHW��:H�
IRUHVHH�D�KLJKHU�IL[HG�PDUNHWLQJ�FRVW�IURP�WKLV�RSWLRQ��EXW�EHOLHYH�LW�ZLOO�UHVXOW�LQ�EHWWHU�VKHOI�
SODFHPHQW�DQG�D�EHWWHU�RYHUDOO�H[SHULHQFH�IRU�WKH�FXVWRPHUV��2XU�UHVHDUFK�KDV�VKRZQ�WKH�GLV�
WULEXWRUV�ZLOO�KDYH�D�KLJKHU�SURGXFW�SODFHPHQW�LQ�VXSHUPDUNHWV��WKH�SULPDU\�VKRSSLQJ�ORFDWLRQ�
IRU�.HDWRQ
V�SULFH�VHQVLWLYH�WDUJHW�PDUNHW�LQ�WKH�6RXWKHDVWHUQ�8QLWHG�6WDWHV� 

 
:H�VHH�D�GLIIHUHQW�GLVWULEXWLRQ�PHWKRG�IRU�.HUUL
V�SURGXFW��+HU�WDUJHW�PDUNHW�LV�WKH�PLGGOH�WR�XS�
SHU�FODVV��\RXQJ��ZRUNLQJ�SURIHVVLRQDOV�WKDW�DUH�ORRNLQJ�IRU�PRUH�VRFLDOO\�UHVSRQVLEO\�DQG�VXV�
WDLQDEOH�SURGXFWV��.HUUL¶V�SURGXFW�EHVW�DOLJQV�ZLWK�D�EURNHU�GLVWULEXWHU��$�EURNHU�RIIHUV�D�FKHDSHU�
SULFH��ZKLFK�LV�LPSRUWDQW�DV�ZH�SURMHFW�D�VPDOOHU�VFDOH�RSHUDWLRQ�IRU�.HUUL��7KH\�KDYH�VWURQJ�WLHV�
WR�WKH�VSHFLDOW\�VWRUHV��ZKLFK�ZH�VHH�EHLQJ�PRUH�VXFFHVVIXO�LQ�GLVSOD\LQJ�KHU�SURGXFWV�WKDQ�VX�
SHUPDUNHWV��.HUUL¶V�SULFLQJ�VWUDWHJ\�ZLOO�EH�GLIIHUHQW�DV�ZHOO��'XH�WR�WKH�WDUJHW�PDUNHW��D�KLJKHU�
SULFHG�JRRG�LV�VXLWDEOH�ZKLOH�RIIHULQJ�D�VLJQLILFDQWO\�KLJKHU�TXDOLW\�SURGXFW��7KLV�ZLOO�DOORZ�WKH�
EUDQG�WR�PDLQWDLQ�D�VWURQJ�LPDJH�JRLQJ�IRUZDUG�  

 
7KH�SUHOLPLQDU\�ZRUN�SXW�LQWR�.HDWRQ¶V�SURGXFW�DOORZHG�XV�WR�HYDOXDWH�ILQDQFLDO�DQG�RSHUDWLRQDO�
VSHFLILFV�RI�WKH�LGHD��:KHQ�VWDUWLQJ�DQ\�QHZ�SURMHFW��WKH�ILQDQFLDO�IHDVLELOLW\��UDQJLQJ�IURP�WKH�
GHEW�QHHGHG�IRU�WKH�SURMHFW�WR�WKH�FDVK�IORZV�JHQHUDWHG�WR�SURYLGH�UHWXUQV��LV�D�NH\�IDFWRU��:H�
HYDOXDWHG�WKUHH�GLIIHUHQW�VFHQDULRV��D�EDVH�PRGHO��H[SDQGLQJ�WKH�SURGXFW�DIWHU�\HDU����DQG�
VFUDSLQJ�WKH�SURGXFW�DIWHU�\HDU����:LWK�HDFK�RI�WKHVH�VFHQDULRV��ZH�XVHG�D�KDQGIXO�RI�DVVXPS�



 

 
WLRQV�GHULYHG�IURP�PDUNHW�UHVHDUFK��0DUNHWLQJ�VWXGLHV�FRPSOHWHG�RQ�5HG
V�EDUEHFXH�VDXFH�OHG�
XV�WR�GHWHUPLQH�GHPDQG�RI�MXVW�XQGHU�����PLOOLRQ�LQ�\HDU����$ORQJ�ZLWK�WKLV�FDPH�WKH�SULFH��ZH�
EHOLHYH�WKDW�.HDWRQ¶V�YLVLRQ�RI�5HG
V�EDUEHFXH�VDXFH�SRVLWLRQV�WKH�SURGXFW�DW�D�KLJKHU�TXDOLW\�
IRU�WKH�VDPH�SULFH�DV�FRPSHWLWRUV��%DVHG�RII�WKLV�SRVLWLRQLQJ��ZH�GHWHUPLQHG�D�SULFH�RI��������DQ�
H[WUHPHO\�FRPSHWLWLYH�SULFH�LQ�WKH�EDUEHTXH�VDXFH�PDUNHW��)URP�WKHVH�DVVXPSWLRQV��PDUNHWLQJ�
FRVWV��LQWHUHVW�SDLG�RQ�D�ERQG�QHHGHG�WR�ILQDQFH�WKH�SURMHFW��DQG�JURZWK�UDWHV�EDVHG�RI�WKH�LQ�
GXVWU\�RXWORRN��ZH�FDPH�WR�D�OHVV�WKDQ�UHDVVXULQJ�UHWXUQ��7KH�ILUVW�SURMHFWLRQV�UHVXOWHG�LQ�DQ����
UHWXUQ�RQ�WKH�LQLWLDO�LQYHVWPHQW�QHHGHG�WR�PDNH��ZKLFK�LV�OHVV�WKDQ�WKH�UHTXLUHG�UHWXUQ�ZH�FDOFX�
ODWHG�IRU�\RXU�FRPSDQ\��:H�ZDQW�WR�VWUHVV�WKDW�WKLV�GRHV�QRW�PHDQ�WKH�SURMHFW�QHHGV�WR�EH�VKXW�
GRZQ��7KH�IL[HG�PDUNHWLQJ�FRVW��WKH�YDULDEOH�ZDJHV��DQG�RWKHU�H[SHQVHV�DUH�DOO�DVVXPSWLRQV��
7KHUH�LV�PRUH�WKDQ�HQRXJK�URRP�WR�JHQHUDWH�D�SRVLWLYH�RXWFRPH�RI�WKH�SURMHFW�� 

 
$V�GHFLVLRQV�DUH�PDGH��EDVHG�RII�RXU�DQDO\VLV�LQ�WKH�PDUNHWLQJ��PDQDJHPHQW��DQG�RSHUDWLRQV�
VHFWLRQV��\RX�ZLOO�FDQ�ORRN�DW�KRZ�WKH�GHFLVLRQ�PD\�LPSDFW�\RXU�UHWXUQV�E\�XVLQJ�VHQVLWLYLW\�WD�
EOHV�LQ�WKH�([FHO�PRGHO�SURYLGHG��:H�DOVR�SXW�WRJHWKHU�WKH�RWKHU�WZR�VFHQDULRV�DQG�KDYH�LQFOXG�
HG�WKHP�LQ�RXU�([FHO�PRGHO��7KH�H[SDQVLRQ�RI�WKH�SURMHFW�DIWHU�\HDU���VDOHV�ZDV�H[WUHPHO\�HQ�
FRXUDJLQJ�RIIHULQJ�D�����UHWXUQ��ZHOO�DERYH�WKH�FRVW�RI�FDSLWDO�PHQWLRQHG�SUHYLRXVO\��:H�DOVR�
KDYH�VKRZQ�WKH�H[SHQVHV�WKH�SURMHFW�ZRXOG�LQFXU�LI�VDOHV�JRDOV�ZHUH�QRW�KLW�LQ�WKH�6FUDS�3URMHFW�
H[FHO�VKHHW��7KLV�JLYHV�D�UHDOLVWLF�YLHZ�RI�ZKDW�ZRXOG�KDSSHQ�LI�\RX�GLG�QRW�OLNH�WKH�\HDU���VDOHV�
QXPEHUV� 

 
0DQ\�RI�WKH�ILJXUHV�LQ�WKHVH�PRGHOV�DUH�GHSHQGHQW�RQ�WKH�GHFLVLRQV�KLJKOLJKWHG�LQ�WKH�RSHUD�
WLRQV�VHFWLRQ��:H�FRYHU�SURGXFWLRQ�DQG�SDFNDJLQJ�RI�WKH�SURGXFW��DV�ZHOO�DV�DQ�HYDOXDWLRQ�RI�WKH�
FXUUHQW�SURFHVV��:H�KRSH�WKLV�ZLOO�SURYLGH�PRUH�LQVLJKW�LQWR�WKH�FRVWV�\RX�ZLOO�LQFXU�RQ�WKH�YDULD�
EOH�FRVW�IDFWRU�DV�ZHOO�DV�WKH�VWDUWXS�FRVWV��,Q�UHJDUGV�WR�WKH�SDFNDJLQJ��ZH�HYDOXDWHG�WZR�GLIIHU�
HQW�ER[�PDQXIDFWXUHV�DQG�PDGH�D�GHFLVLRQ�RQ�RQH��-DFN�LQ�WKH�%R[�&RUUXJDWHG��7KLV�ZDV�WKH�
ORZHVW�SULFHG�RSWLRQ�DW�ERWK�\HDU���DQG�\HDU���SURGXFWLRQ�OHYHOV�� 



 

 
 
&XUUHQWO\��DV�\RX�NQRZ��\RX�XVH�D�KDQG�ILOOLQJ�SURFHVV�IRU�DOO�RI�\RXU�ERWWOHV��:H�LQFOXGHG�DQ�
HYDOXDWLRQ�RI�WKLV�DQG�IRXQG�HQRXJK�HYLGHQFH�IRU�XV�WR�FRQFOXGH�WKDW�WKH�SURFHVV�ZDV�RXW-RI-
FRQWURO�DQG�QHHGV�WR�EH�IL[HG��,QFOXGHG�LQ�WKH�RSHUDWLRQV�DSSHQGL[�LV�D�FKDUW�VKRZLQJ�WKH�VXF�
FHVV�DQG�IDLOXUH�UDWHV�RI�SURGXFWLRQ�UXQV�IRU���GLIIHUHQW�RSWLRQV��RXWVRXUFLQJ�WKH�SURGXFWLRQ�WR�
WZR�GLIIHUHQW�FRPSDQLHV��SURGXFLQJ�LQ-KRXVH�ZLWK�WKH�FXUUHQW�VHWXS��SURGXFLQJ�LQ-KRXVH�ZLWK�DG�
GLWLRQDO�PDFKLQHU\�ZLWK�DQ�DGGLWLRQDO�LQYHVWPHQW��DQG�SURGXFLQJ�LQ-KRXVH�ZLWKRXW�DQ�DGGLWLRQDO�
LQYHVWPHQW��:H�EHOLHYH�LQYHVWLQJ�LQ�WKH�FXUUHQW�SURFHVV�ZLOO�EULQJ�WKH�SURFHVV�EDFN�LQWR�FRQWURO�� 

 
$IWHU�UXQQLQJ�D�PRGHO�WR�GHWHUPLQH�WKH�SULFH�SHU�ERWWOH�DW�GLIIHUHQW�RUGHU�TXDQWLWLHV�IRU�HDFK�RI�
WKH�RSWLRQV��ZH�IRXQG�ZLWK�RYHUZKHOPLQJ�VXSSRUW�WKDW�SURGXFLQJ�LQ-KRXVH�LV�WKH�EHVW�GHFLVLRQ��
)URP�WKHUH��ZH�IRXQG�WKDW�DGGLWLRQDO�LQYHVWPHQWV�ZLOO�KHOS�ORZHU�SRWHQWLDO�YDULDEOH�FRVWV�E\�HOLP�
LQDWLQJ�WKH�QHHG�IRU�DV�PDQ\�ZRUNHUV��7KLV�OHG�XV�WR�WKH�ILQDO�VXJJHVWLRQ�RI�SURGXFLQJ�LQ-KRXVH�
ZLWK�XSJUDGHG�PDFKLQHU\�DQG�DQ�DGGLWLRQDO�LQYHVWPHQW�WR�PD[LPL]H�HIILFLHQF\��$�PDMRU�EHQHILW�
IURP�WKLV�LV�WKH�VXFFHVV�UDWH�RI�HDFK�EDWFK�LPSURYLQJ�IURP�����WR������7KLV�ZLOO�DLG�LQ�ORZHULQJ�
FRVWV��NHHSLQJ�WKH�SURFHVV�LQ�EHWWHU�FRQWURO��DQG�PDUNHWLQJ�D�KLJK�TXDOLW\�FRQVLVWHQW�SURGXFW�� 

 
&XOWXUH�LV�QRW�D�TXDQWLILDEOH�LWHP�WKDW�FDQ�EH�SXW�RQ�D�VFDOH�RI���WR�����&XOWXUH�LV�EXLOW�RYHU�JHQ�
HUDWLRQV�DQG�FDQ�EH�DW�ULVN�ZLWK�D�SURMHFW�RI�WKLV�VL]H��/L]��LQ�RXU�FRQYHUVDWLRQV�\RX�PHQWLRQHG�
WKDW�RYHU�WKH�ODVW����\HDUV�\RX�RSHQHG�QHZ�UHVWDXUDQWV�DQG�VSHQW�D�ORW�RI�WLPH�GHFLGLQJ�ZKR�WR�
SXW�LQ�FKDUJH�DQG�ZKR�WR�ZDVK�WKH�GLVKHV��7KLV�GHFLVLRQ�ZLOO�RQO\�EH�DPSOLILHG�GXULQJ�D�SURMHFW�RI�
WKLV�VL]H��:H�VHH�LW�DV�RQH�RI�WKH�PRVW�LPSRUWDQW�GHFLVLRQV�WKDW�ZLOO�QHHG�WR�EH�PDGH�ZKHQ�HYDO�
XDWLQJ�ERWK�LGHDV��DQG�LW�LV�KHUH�WKDW�ZH�GLVSOD\�RXU�FRQFHUQ�IRU�ERWK�LGHDV��7KH�YHU\�ILUVW�SDUD�
JUDSK�FRQWDLQV�WKH�PLVVLRQ�VWDWHPHQW�ZKHUH�ZH�EHOLHYH�\RX�FXUUHQWO\�DUH�SRVLWLRQHG��:H�DUH�
QRW�HQWLUHO\�FHUWDLQ�WKDW�.HDWRQ
V�SODQ�FRQWLQXHV�RQ�WKH�SDWK�\RX�KDYH�VHW��DQG�ZKLOH�ZH�GR�QRW�
TXHVWLRQ�WKH�ILQDQFLDO�JDLQV�\RX�PD\�VHH�IURP�WKLV�SURMHFW�ZH�GR�EHOLHYH�5HG
V�%DU-E-&XH�ZLOO�
PRYH�RQ�D�GLIIHUHQW�SDWK�LI�\RX�SLFN�WKLV�URDG��7KDW�EHLQJ�VDLG��.HUUL
V�SURGXFW�ZLOO�DOVR�EH�D�OHDS�



 

 
RI�IDLWK�DQG�KDV�D�ORW�RI�ZRUN�WR�EH�FRPSOHWHG��:H�GR�VHH�D�EHWWHU�FXOWXUDO�ILW�IRFXVLQJ�RQ�WKH�
6PRN\�0RXQWDLQ�RULJLQV�RI�5HG
V�%DU-E-&XH��+RZHYHU��LW�LV�QRZ�LQ�WKH�KDQGV�RI�WKH�WKUHH�SHRSOH�
WKDW�NQRZ�WKH�PRVW�DERXW�WKLV�EXVLQHVV�DQG�FDUH�DERXW�LW�DV�D�SLHFH�RI�WKHLU�IDPLO\��2XU�WHDP�
KRSHV�RXU�SUHVHQWDWLRQ�FDQ�KLJKOLJKW�WKH�EHQHILWV�DQG�SRWHQWLDO�FRQFHUQV�RI�HDFK�RSWLRQ��:H�
ORRN�IRUZDUG�WR�UHFHLYLQJ�IHHGEDFN�DQG�KDYH�DWWDFKHG�RXU�QDPHV�DQG�HPDLOV�WR�WKH�HQVXLQJ�SD�
SHU�VR�WKDW�ZH�PD\�FRQWLQXH�WKLV�FRQYHUVDWLRQ�EH\RQG�WRGD\��*RRG�OXFN� 

 
DŝƚĐŚĞůů�DŽƌƌŝƐ    ŵŝƚĚŵŽƌƌΛŝŶĚŝĂŶĂ͘ĞĚƵ 
 
 
�ĂŶŝĞů�WĂƚŶĂƵĚĞ   ĚƉĂƚŶĂƵĚΛŝŶĚŝĂŶĂ͘ĞĚƵ 
 
 
�ŽŚŽƵŶŐ�<ŝŵ    ĚŬϱϰΛŝŶĚŝĂŶĂ͘ĞĚƵ 
 
 
DŝĐŚŝŬŽ�:ĂŚũĂ    ŵũĂŚũĂΛŝŶĚŝĂŶĂ͘ĞĚƵ 
 
 
sŝŶĐĞŶƚ�ZĞĞƐĞ    ǀƌĞĞƐĞΛŝŶĚŝĂŶĂ͘ĞĚƵ 
 
 
>ƵĐ�>Ă'ĂƐƐĂ    ůŐĂƐƐĂΛŝŶĚŝĂŶĂ͘ĞĚƵ 







 

0LVVLRQ�6WDWHPHQW�DQG�2EMHFWLYHV�RI�5HG¶V�%DU-E-&XH 

0LVVLRQ�6WDWHPHQW�RI�5HG¶V�%DU-E-&XH 
7KH�PLVVLRQ�VWDWHPHQW�FRQWDLQV�5HG¶V�%DU-E-&XH¶V�XOWLPDWH�REMHFWLYHV�DV�D�GHFLVLRQ�VWDQGDUG�� 

7KH�PLVVLRQ�VWDWHPHQW�LV��³2XU�PLVVLRQ�LV�WR�NHHS�D�KLJK�TXDOLW\�UHSXWDWLRQ�DV�D�SLRQHHU�RI�WKH�
ORFDO�IRRG�UHVWDXUDQW�LQGXVWU\��:H�EULQJ�VSHFLDO�PRPHQWV�DQG�PHPRUDEOH�H[SHULHQFHV�WR�RXU�
FXVWRPHUV�WKURXJK�RXU�URDVWHG�EDUEHFXH�DQG�DXWKHQWLF�EDUEHFXH�VDXFH�ZLWK�WUDGLWLRQDO�WDVWH�
DQG�D�PRGHUQ�WRXFK�´ 

60$57�JRDO�REMHFWLYHV�RQ�5HG¶V�VDXFH�ODXQFKLQJ 
7KH�HOHPHQWV�RI�%DODQFHG�6FRUHFDUG�DUH�&XVWRPHU�([SHULHQFH��/HDUQLQJ�DQG�*URZWK��,QWHUQDO�
%XVLQHVV�3URFHVVHV��DQG�)LQDQFLDO�3HUIRUPDQFH�� 

&XVWRPHU�([SHULHQFH�� 

ϭ͘ ([FHHG����RI�PDUNHW�VKDUH�ZLWKLQ�WZR�\HDUV�E\�VDWLVI\LQJ�WDUJHW�VHJPHQW¶V�QLFKH�
WKURXJK�ORQJ-WHUP�FXVWRPHU�UHODWLRQVKLSV��VWURQJ�SRVLWLRQLQJ��DQG�HQKDQFHG�&XVWRPHU�
/LIHWLPH�9DOXH��&/9�� 

5HG¶V�%DU-E-&XH¶V�FRUH�REMHFWLYH�LV�PDNLQJ�SURILWV�DV�D�EXVLQHVV�RUJDQL]DWLRQ��0DUNHW�VKDUH�
VKRZV�5HG¶V�%DU-E-&XH�VXFFHVV�LQ�WKH�PDUNHW�E\�FRPSDULQJ�UHYHQXH�RU�XQLWV�VROG�WR�WKH�ZKROH�
FRPSHWLWRUV¶�LQ�WKH�VDPH�LQGXVWU\��%\�H[FHHGLQJ����RI�PDUNHW�VKDUH��5HG¶V�%DU-E-&XH�ZLOO�KDYH�
IDYRUDEOH�SURILW�DQG�HQVXUH�LWV�SUREDELOLW\�IRU�WKH�VXFFHVV� 

Ϯ͘ 3DUWQHU�ZLWK�RQH�EDUEHFXH�IHVWLYDO�DQG�WZR�ORFDO�EDUEHFXH�EORJV�LQ�6RXWKHDVWHUQ�8QLWHG�
6WDWH�ZLWKLQ�WKUHH�\HDUV�WR�DFKLHYH�FXVWRPHU�YDOXH� 



 

5HG¶V�%DU-E-&XH�ZDQWV�WR�VXFFHHG�LQ�WKH�EXVLQHVV��3DUWQHUVKLS�EHWZHHQ�D�IHVWLYDO�DQG�EORJV�
RSHQV�XS�D�FKDQQHO�WR�FRPPXQLFDWH�ZLWK�WKH�WDUJHW�VHJPHQW��%\�LQWHUDFWLQJ�ZLWK�FRUH�
FXVWRPHUV��5HG¶V�%DU-E-&XH�FDQ�EXLOG�D�VWURQJ�FXVWRPHU�UHODWLRQVKLS�DQG�PHHW�D�FXVWRPHU�
YDOXH��6WURQJ�FXVWRPHU�HTXLW\�ZLOO�OHDG�WR�5HG¶V�%DU-E-&XH�IXWXUH�VXFFHVV� 

/HDUQLQJ�DQG�*URZWK�� 

ϭ͘ ,PSURYH�IXOO-WLPH�HPSOR\HH�WXUQRYHU�UDWH�WR�EHORZ����DQG�SDUW-WLPH�HPSOR\HH�WXUQRYHU�
UDWH�WR�EHORZ�����ZLWKLQ�ILYH�\HDUV�E\�SURYLGLQJ�HIIHFWLYH�IHHGEDFN��JURZWK�RSSRUWXQLW\��
HPSOR\HH�EHQHILWV��DQG�HQKDQFHG�ZRUNLQJ�FRQGLWLRQV 

7XUQRYHU�UDWH�LQGLUHFWO\�VKRZV�WKH�FRPSDQ\¶V�VXFFHVV��+LJK�WXUQRYHU�UDWH�LQFUHDVHV�KLULQJ�FRVW�
DQG�KXUWV�FRPSDQ\¶V�UHSXWDWLRQ��/RZ�WXUQRYHU�UDWH�PHDQV�D�KLJK�SHUFHQWDJH�RI�UHPDLQLQJ�
ZRUNHUV�ZKR�DUH�PRUH�H[SHULHQFHG��SURGXFWLYH��DQG�SUREDEO\�OR\DO��%\�UHDFKLQJ�ORZHU�WXUQRYHU�
UDWH��5HG¶V�%DU-E-&XH�ZLOO�DFFRPSOLVK�KLJKHU�SURGXFWLYLW\�DQG�HPSOR\HH�HQJDJHPHQW�ZKLFK�
OHDGV�WR�VXFFHVV� 

Ϯ͘ $FKLHYH�JUHDWHU�WKDQ�D�³%´�LQ�SHUIRUPDQFH�PDQDJHPHQW�JUDGH�ZLWKLQ�WKUHH�\HDUV�E\�
DSSO\LQJ�YDOLG�DQG�UHOLDEOH�SHUIRUPDQFH�HYDOXDWLRQ�VWDQGDUGV 

2Q�DYHUDJH��RQO\�WZR�SHUFHQW�RI�RUJDQL]DWLRQV�UHFHLYH�D�JUDGH�³$´�LQ�SHUIRUPDQFH�PDQDJHPHQW��
5HG¶V�%DU-E-&XH�FDQ�WDNH�DGYDQWDJH�E\�DFKLHYLQJ�PRUH�WKDQ�D�³%´��(IIHFWLYH�SHUIRUPDQFH�
PDQDJHPHQW�HQDEOHV�WKH�FRPSDQ\¶V�VWUDWHJLF�FRQJUXHQFH��HPSOR\HHV¶�FKDQFH�WR�OHDUQ�DQG�
JURZ��DQG�FOHDU�DGPLQLVWUDWLYH�GHFLVLRQ��,I�5HG¶V�%DU-E-&XH�UHFHLYHV�PRUH�WKDQ�D�³%´�LQ�WKH�
SHUIRUPDQFH�PDQDJHPHQW�JUDGH��5HG¶V�%DU-E-&XH¶V�HPSOR\HH�VDWLVIDFWLRQ�LQFUHDVHV��7KLV�
JHQHUDWHV�OR\DO�DQG�FRQWULEXWLYH�HPSOR\HHV�WKDW�ZLOO�GULYH�5HG¶V�%DU-E-&XH�WR�VXFFHVV� 

,QWHUQDO�%XVLQHVV�3URFHVVHV�� 

ϭ͘ &RPSOHWH�EDUEHFXH�VDXFH�ODXQFKLQJ�SURMHFW�VFKHGXOH�ZLWKLQ�����GD\V 



 

5HG¶V�%DU-E-&XH�QHHGV�WR�EXLOG�D�QHWZRUN�GLDJUDP�DQG�SXOO�RXW�LQIRUPDWLRQ�WR�ILQLVK�WKH�SURMHFW�
ZLWKLQ�����GD\V��%UHDNLQJ�GRZQ�WKH�SURGXFWLRQ�SURFHVV�DQG�EXLOGLQJ�D�QHWZRUN�GLDJUDP�ZLOO�
DOORZ�5HG¶V�%DU-E-&XH�WR�PDNH�UDWLRQDO�GHFLVLRQV��(IIHFWLYH�RSHUDWLRQ�V\VWHPV�UHGXFHV�FRVW�DQG�
LQFUHDVHV�SURGXFWLYLW\��5HG¶V�%DU-E-&XH�ZLOO�VXFFHVV�WKURXJK�WKH�HIIHFWLYH�RSHUDWLRQV�V\VWHP�� 

Ϯ͘ 8WLOL]H�FRQWURO�FKDUWV�WR�DFKLHYH�����RI�FRQWURO�SURFHVV�VXFFHVV�UDWH�ZLWKLQ�D�\HDU�E\�
HOLPLQDWLQJ�VSHFLDO�FDXVHV 

5HG¶V�%DU-E-&XH�UHTXLUHV�ORZ�TXDOLW\�YDULDQFHV�WR�DYRLG�SURGXFW�SUREOHPV�DQG�GHIHFWV��%\�
DFKLHYLQJ�����RI�FRQWURO�SURFHVV�VXFFHVV��5HG¶V�%DU-E-&XH�ZLOO�HQKDQFH�FRQVLVWHQW�TXDOLW\�RI�
WKH�EDUEHFXH�VDXFH��&RQVLVWHQW�TXDOLW\�LV�LPSRUWDQW�WR�PHHW�FXVWRPHU¶V�H[SHFWDWLRQV��6DWLVILHG�
FXVWRPHUV�WHQGV�WR�UHSXUFKDVH�5HG¶V�%DU-E-&XH¶V�EDUEHFXH�VDXFH��%\�DFKLHYLQJ�WKLV�JRDO��
5HG¶V�%DU-E-&XH�ZLOO�JHW�LQFUHDVHG�VDOHV�UHYHQXH� 

)LQDQFLDO�3HUIRUPDQFH�� 

ϭ͘ (VWLPDWH�ULVN�DQG�UHWXUQ�RI�WKH�SRWHQWLDO�SURMHFW�E\�FDOFXODWLQJ�XQOHYHUHG�EHWD�WR�FRQILUP�
LQWHUQDO�UDWH�RI�UHWXUQ�LV�JUHDWHU�WKDQ�FRVW�RI�FDSLWDO� 

5HG¶V�%DU-E-&XH�PXVW�PDNH�D�VHQVLEOH�GHFLVLRQ�WR�LQYHVW�OLPLWHG�FDSLWDO�LQWR�D�SURILWDEOH�SURMHFW��
,QWHUQDO�UDWH�RI�UHWXUQ�DQG�HVWLPDWHG�ULVN�DQG�UHWXUQ�ZLOO�EH�D�VWDQGDUG�RI�LQYHVWPHQW�GHFLVLRQ��%\�
FRPSDULQJ�LQWHUQDO�UDWH�RI�UHWXUQ�DQG�FRVW�RI�FDSLWDO��5HG¶V�%DU-E-&XH�FOHDUO\�LGHQWLILHV�D�
SURPLVLQJ�SURMHFW�WR�LQYHVW��3URPLVLQJ�SURMHFWV�EULQJ�SURILW�WR�5HG¶V�%DU-E-&XH� 

Ϯ͘ (QVXUH�XQLWV�VROG�LV�JUHDWHU�WKDQ�PLQLPXP�WKUHVKROG�WR�PDNH�DQ�H[SDQVLRQ�GHFLVLRQ�RI�
WKH�FRPSDQ\ 

8QLWV�VROG�LV�GLUHFWO\�UHODWHG�WR�WKH�VDOHV�UHYHQXH�DQG�SURILW��5HG¶V�%DU-E-&XH�QHHGV�XQLWV�VROG�
ZKLFK�LV�JUHDWHU�WKDQ�WKH�PLQLPXP�WKUHVKROG�WR�DVVXUH�SURILWDELOLW\�RI�WKH�EDUEHFXH�VDXFH�
EXVLQHVV��,I�XQLWV�VROG�DUH�EH\RQG�H[SHFWDWLRQ��5HG¶V�%DU-E-&XH�FDQ�H[SDQG�WKH�EXVLQHVV�DQG�
WDNH�D�JUHDW�RSSRUWXQLW\� 



 

3URGXFWLRQ�0DQDJHU�-RE�'HVFULSWLRQ�DQG���.H\�.6$26 

3URGXFWLRQ�0DQDJHU¶V�-RE�'HVFULSWLRQ�–�0DQDJHPHQW�$SSHQGL[��� 

5HG¶V�%DU-E-&XH�ZLOO�QRW�H[SDQG�LWV�FXUUHQW�UHVWDXUDQW�EXVLQHVV��LW�ZLOO�SRVLWLRQ��SDFNDJH�DQG�
PDUNHW�5HG¶V�VSHFLDO�IDPLO\�UHFLSH�EDUEHTXH�VDXFH��7KH�3URGXFWLRQ�0DQDJHU�SOD\V�D�FHQWUDO�
UROH�WR�UHDOL]H�WKH�ILUP¶V�YLVLRQ�DQG�VWUDWHJ\��7KXV��ERWK�.HDWRQ�DQG�.HUUL�UHTXLUH�D�GHWDLOHG�MRE�
GHVFULSWLRQ�WR�LGHQWLI\�3URGXFWLRQ�0DQDJHU¶V�MRE�TXDOLILFDWLRQV��FRUH�WDVNV�DQG�GXWLHV� 

-RE�'HVFULSWLRQ�)RUPDW�$GMXVWPHQW 
5HG¶V�%DU-E-&XH�DOUHDG\�KDV�D�ZHOO-VWUXFWXUHG�MRE�GHVFULSWLRQ�IRUPDW�WKH\�SUHYLRXVO\�XVHG�IRU�
UHVWDXUDQW�PDQDJHU��.HDWRQ�DQG�.HUUL�OLNH�WKH�FXUUHQW�MRE�GHVFULSWLRQ�IRUPDW��VR�RXU�FRQVXOWLQJ�
WHDP�GHFLGHG�WR�XVH�WKH�RULJLQDO�IRUPDW�IRU�WKH�3URGXFWLRQ�0DQDJHU�SRVLWLRQ�ZLWK�WKH�DGGLWLRQ�RI�
D�IHZ�DGMXVWPHQWV��2XU�WHDP�GHFLGHG�WR�DGG�D�³-RE�SXUSRVH´�VHFWLRQ��DQG�ZH�GLYLGHG�³-RE�
TXDOLILFDWLRQ´�VHFWLRQ�LQWR�³(GXFDWLRQ�DQG�H[SHULHQFH�TXDOLILFDWLRQV´�VHFWLRQ�DQG�³.QRZOHGJH�
6NLOOV�$ELOLWLHV´�VHFWLRQ�� 
7KH�³-RE�SXUSRVH´�VHFWLRQ�SURYLGHV�D�FRQFLVH�VXPPDU\�IRU�3URGXFWLRQ�0DQDJHU¶V�SRVLWLRQ�
DQG�UHVSRQVLELOLWLHV��3URGXFWLRQ�0DQDJHU¶V�TXDOLILFDWLRQV�DQG�UHVSRQVLELOLWLHV�DUH�QXPHURXV�DQG�
FRPSOLFDWHG��7KHUHIRUH��WKLV�VHFWLRQ�FDQ�LOOXVWUDWH�D�VSHFLILF�DQG�FOHDU�LPDJH�RI�WKH�3URGXFWLRQ�
0DQDJHU� 

7KH�³(GXFDWLRQ�DQG�H[SHULHQFH�TXDOLILFDWLRQV´�VHFWLRQ�DQG�³.QRZOHGJH�6NLOOV�$ELOLWLHV´�
VHFWLRQ�VSOLW�³-RE�TXDOLILFDWLRQ´�FRQGLWLRQV�LQWR�WZR�FDWHJRULHV��³(GXFDWLRQ�DQG�H[SHULHQFH�
TXDOLILFDWLRQV´�VHFWLRQ�DQG�³.QRZOHGJH�6NLOOV�$ELOLWLHV´�VHFWLRQ��7KH�SXUSRVH�RI�WKH�MRE�
TXDOLILFDWLRQ�VHFWLRQ�ZDV�WR�VKRZ�HOLJLELOLW\�FRQGLWLRQV�IRU�WKH�3URGXFWLRQ�0DQDJHU���+RZHYHU��
IRUPDO�HGXFDWLRQ�TXDOLILFDWLRQV�DQG�H[SHULHQFH�TXDOLILFDWLRQV�DUH�PRUH�FRQFUHWH�WKDQ�
NQRZOHGJH��VNLOOV�DQG�DELOLWLHV��%\�VSOLWWLQJ�MRE�TXDOLILFDWLRQV�LQWR�WZR�FDWHJRULHV��ZH�FDQ�



 

FRQFHQWUDWH�RQ�WKHP�LQGHSHQGHQWO\��7KLV�DOORZV�RXU�WHDP�WR�PRUH�HDVLO\�HVWDEOLVK�NQRZOHGJH��
VNLOOV��DQG�DELOLWLHV�TXDOLILFDWLRQ�WR�LGHQWLI\�³��.H\�.6$2V´�DQG�GHFLGH�D�VWDQGDUG�SHUIRUPDQFH�
PDQDJHPHQW�VHOHFWLRQ�V\VWHP�� 

5HG¶V���.H\�.6$2V�DQG�([SODQDWLRQ 
7KH�3URGXFWLRQ�0DQDJHU¶V�MRE�GHVFULSWLRQ�LV�WKH�VDPH��EXW�.HDWRQ�DQG�.HUUL�HPSKDVL]H�
GLIIHUHQW�FRUH�.QRZOHGJH�6NLOOV�$ELOLWLHV�2WKHUV��.6$2V��GXH�WR�WKHLU�GLIIHUHQW�H[SDQVLRQ�
VWUDWHJLHV��.HDWRQ�DQG�.HUUL�ZLOO�KDYH�GLIIHUHQW�RUJDQL]DWLRQ�FXOWXUH��GLIIHUHQW�FRPPXQLFDWLRQ�
FKDQQHOV�EHWZHHQ�HPSOR\HHV��DQG�GLIIHUHQW�H[SHFWDWLRQ�RQ�MRE�SHUIRUPDQFHV��7KXV��.HDWRQ�DQG�
.HUUL�KLJKOLJKW�GLIIHUHQW�³��.H\�.6$2V�´ 

.HDWRQ¶V�³��.H\�.6$2V´�� 

.HDWRQ�GHVLUHV�FRVW-HIIHFWLYH�SURGXFWLRQ��HPSOR\HHV�ZKR�KDYH�KLJK�MRE�HIIHFWLYHQHVV��DQG�MRE�
HIILFLHQF\��7KXV��.HDWRQ¶V�³��.H\�.6$2V´�DUH� 

· .QRZOHGJH�RI�EDUEHTXH�VDXFH�SURGXFWLRQ�SURFHVVHV 

· .QRZOHGJH�RI�SURGXFWLRQ�WHFKQRORJLHV�DQG�WRROV 

· 3ODQQLQJ�DQG�RUJDQL]LQJ�VNLOOV� 

· 7LPH�PDQDJHPHQW�VNLOOV�� 

· 0RQLWRULQJ�DQG�VXSHUYLVLQJ�VNLOOV 

.QRZOHGJH�RI�EDUEHTXH�VDXFH�SURGXFWLRQ�SURFHVVHV�–�.HDWRQ�IRFXVHV�RQ�HIIHFWLYH�DQG�HIILFLHQW�
EDUEHTXH�VDXFH�SURGXFWLRQ��7KXV��3URGXFWLRQ�0DQDJHU�VKRXOG�RSWLPL]H�VDXFH�PDQXIDFWXULQJ�
SURFHVV�E\�RUGHULQJ�UDZ�PDWHULDOV�DQG�IUHVK�LQJUHGLHQWV�DW�D�ULJKW�WLPH��EXLOGLQJ�HIIHFWLYH�
SURGXFWLRQ�SURFHVV��HVWLPDWLQJ�DQG�PDQDJLQJ�SURGXFWLRQ�FRVW��$OVR��3URGXFWLRQ�0DQDJHU�VKRXOG�
VWD\�XS�WR�GDWH�ZLWK�QHZ�DQG�DGYDQFHG�WHFKQRORJLHV�DQG�WRROV�WR�LPSURYH�SURGXFW¶V�TXDOLW\�E\�



 

KDYLQJ�EHWWHU�SDFNDJLQJ��XVLQJ�OHVV�SUHVHUYDWLYHV��DQG�PHHWLQJ�JRYHUQPHQW�UHJXODWLRQV�RQ�IRRG�
PDQXIDFWXULQJ�� 

.QRZOHGJH�RI�SURGXFWLRQ�WHFKQRORJLHV�DQG�WRROV�–�.HDWRQ�ZLOO�H[SDQG�KLV�VDXFH�EXVLQHVV�VWHS�
E\�VWHS��EXW�KH�VWLOO�ZDQWV�WR�PDVV�SURGXFH�5HG¶V�SRSXODU�VDXFH��7KXV��3URGXFWLRQ�0DQDJHU�LV�
H[SHFWHG�WR�VNLOOIXOO\�RSHUDWH�WRROV�DQG�WHFKQRORJ\�GHYLFHV�LQ�GDLO\�ZRUN�� 

3ODQQLQJ�DQG�RUJDQL]LQJ�VNLOOV�–�3URGXFWLRQ�0DQDJHU�VKRXOG�SURGXFH�WKH�ULJKW�DPRXQW�RI�
EDUEHTXH�VDXFH�ZLWKLQ�D�GHDGOLQH�DQG�VHQG�WKHP�WR�WKH�GLVWULEXWRUV�DQG�ZKROHVDOHUV��$OVR��
EDUEHTXH�VDXFHV¶�TXDOLW\�VKRXOG�EH�VWDQGDUGL]HG�DV�SRVVLEOH�WR�PHHW�FXVWRPHU�H[SHFWDWLRQV��
7KHUHIRUH��3URGXFWLRQ�0DQDJHU�PXVW�GHYHORS�IHDVLEOH�SURGXFWLRQ�SODQV�DQG�WLPH�VFKHGXOHV�WR�
DFKLHYH�SURGXFWLRQ�JRDO�ZLWKLQ�WLPH�DQG�EXGJHW�FRQVWUDLQWV�� 

7LPH�PDQDJHPHQW�VNLOOV�–�.HDWRQ¶V�VWUDWHJ\�UHTXLUHV�LPSUHVVLYH�WLPH�PDQDJHPHQW�VNLOOV�DORQJ�
ZLWK�SODQQLQJ�VNLOOV��3URGXFWLRQ�0DQDJHU�VKRXOG�KDYH�DQ�DELOLW\�WR�DOORFDWH�RQH¶V�WLPH�DQG�VWDII¶V�
WLPH�WR�SURGXFWLRQ�SURFHVVHV�E\�FRQVLGHULQJ�SULRULW\�RI�HDFK�SURGXFWLRQ�VWHS�� 

0RQLWRULQJ�DQG�VXSHUYLVLQJ�VNLOOV�–�.HDWRQ¶V�VWUDWHJ\�GRHV�QRW�DVN�IRU�FUHDWLYLW\�QHZ�SURGXFWV��
EXW�UHTXLUHV�D�IULHQGO\�DWPRVSKHUH�DQG�HPSOR\HH�HQJDJHPHQW��3URGXFWLRQ�0DQDJHU�VKRXOG�
REVHUYH�HPSOR\HHV¶�MRE�SHUIRUPDQFHV�DQG�SURYLGH�IDLU�HYDOXDWLRQ�ZLWK�WLPHO\�IHHGEDFN�� 

.HUUL¶V�³��.H\�.6$2V´�� 

.HUUL�ZLVKHV�WR�SURGXFH�XQLTXH�DQG�KLJK�TXDOLW\�SURGXFWV�E\�VKDULQJ�FUHDWLYH�LGHD�DQG�FUHDWLQJ�
D�V\QHUJ\�HIIHFW��7KXV��.HUUL¶V�³��.H\�.6$2V´�DUH� 

· .QRZOHGJH�RI�SURGXFWLRQ�TXDOLW\�FRQWURO 

· .QRZOHGJH�RI�KXPDQ�UHVRXUFHV�PDQDJHPHQW 

· ,QWHUSHUVRQDO�VNLOOV 



 

· &ULWLFDO�WKLQNLQJ�VNLOOV� 

· $QDO\WLFDO�DQG�GHFLVLRQ�PDNLQJ�VNLOOV 

.QRZOHGJH�RI�SURGXFWLRQ�TXDOLW\�FRQWURO�–�.HUUL�ZDQWV�WR�SURGXFH�KLJK�TXDOLW\�VSHFLDO�VDXFHV�
ZKLFK�FDQ�VDWLVI\�WDUJHW�FXVWRPHUV¶�QLFKH��,GHQWLI\LQJ�FXVWRPHUV¶�H[SHFWDWLRQ�DQG�VHWWLQJ�TXDOLW\�
VWDQGDUGV�LV�LPSRUWDQW�WR�SRVLWLRQ�DQG�PDUNHW�KHU�VDXFHV��EHFDXVH�.HUUL�GRHV�QRW�ZDQW�KHU�
EDUEHTXH�VDXFH�WR�EH�D�PHUH�FRPPRGLW\��7KXV��3URGXFWLRQ�0DQDJHU�VKRXOG�PHHW�FXVWRPHUV¶�
QHHGV�E\�VWUXFWXULQJ�V\VWHPDWLF�TXDOLW\�FRQWURO�V\VWHPV� 

.QRZOHGJH�RI�KXPDQ�UHVRXUFHV�PDQDJHPHQW�–�.HUUL�XQGHUVWDQGV�5HG¶V�SRSXODU�EDUEHTXH�
VDXFH�KDV�JUHDW�SRWHQWLDO��EXW�VKH�ZDQWV�WR�RIIHU�VDXFHV�ZLWK�GLIIHUHQW�FRORU�ZLWK�GLIIHUHQW�
PDJLFDO�UHDOLVP�VWRULHV��6KH�GRHV�QRW�ZDQW�KHU�HPSOR\HHV�WR�EH�PHFKDQLFDO�SDUWV��LQVWHDG�VKH�
QHHGV�FUHDWLYH�LGHDV�IURP�KHU�HPSOR\HHV�WR�LPSURYH�KHU�SURGXFWV��3URGXFWLRQ�0DQDJHU�VKRXOG�
PDQDJH�VWDII�ZLWK�H[WUD�FDUH�E\�KDYLQJ�DQ�LQVLJKW�RI�VWDIIV¶�VNLOOV�DQG�SHUVRQDOLW\��VHOHFWLQJ�WKH�
ULJKW�SHUVRQ��SURYLGLQJ�WUDLQLQJ�RSSRUWXQLWLHV��DQG�IDLUO\�UHZDUGLQJ�HPSOR\HHV� 

,QWHUSHUVRQDO�VNLOOV�–�6KDULQJ�LQIRUPDWLRQ�DQG�FUHDWLQJ�LGHDV�DUH�LPSRUWDQW�WR�IXOILOO�.HUUL¶V�
VWUDWHJ\��7KXV��3URGXFWLRQ�0DQDJHU�VKRXOG�KDYH�RXWVWDQGLQJ�LQWHUDFWLRQ�VNLOOV�WR�EXLOG�VWURQJ�
UHODWLRQVKLS�DQG�KDUPRQLRXV�ZRUN�DWPRVSKHUH�ZLWK�VPRRWK�FRPPXQLFDWLRQ�DQG�OLVWHQLQJ�VNLOOV� 

&ULWLFDO�WKLQNLQJ�VNLOOV�–�.HUUL¶V�VWUDWHJ\�DVNV�WKH�3URGXFWLRQ�0DQDJHU�WR�XVH�ORJLFDO�DQG�FULWLFDO�
WKLQNLQJ�VNLOOV�WR�DVVHVV�HIIHFWV�RI�FXUUHQW�SURGXFWLRQ�SURFHVVHV�DQG�HYDOXDWH�SRWHQWLDO�
RSSRUWXQLWLHV��3URGXFWLRQ�0DQDJHU�PXVW�LGHQWLI\�VWUHQJWKV�DQG�ZHDNQHVVHV�RI�WKH�FXUUHQW�
PDQXIDFWXULQJ�SURFHVV�DQG�UHVROYH�SUREOHPV�E\�V\VWHPDWLFDOO\�HYDOXDWLQJ�DOWHUQDWLYH�VROXWLRQV�� 

$QDO\WLFDO�DQG�GHFLVLRQ�PDNLQJ�VNLOOV�–�3URGXFWLRQ�0DQDJHU�LV�H[SHFWHG�WR�XVH�FULWLFDO�WKLQNLQJ�
VNLOOV�ZLWK�DQDO\WLFDO�DQG�GHFLVLRQ�PDNLQJ�VNLOOV��3URGXFWLRQ�0DQDJHU�PXVW�HYDOXDWH�WKH�
FRPSDQ\¶V�RSSRUWXQLW\�E\�DQDO\]LQJ�DQG�LGHQWLI\LQJ�SRWHQWLDO�ULVNV�DQG�UHWXUQV��/DVWO\��



 

3URGXFWLRQ�0DQDJHU�VKRXOG�PDNH�D�WLPHO\�GHFLVLRQ�E\�FRQVLGHULQJ�FRVWV�DQG�EHQHILWV�XQGHU�D�
FHUWDLQ�SUHVVXUH�DQG�VWUHVV� 

3URGXFWLRQ�0DQDJHU�6HOHFWLRQ�6\VWHP 

)RXU�&DWHJRULHV�RI�6HOHFWLRQ�'HFLVLRQ�&ULWHULD 
3HUIRUPDQFH�PDQDJHU¶V�MRE�GHVFULSWLRQ�FRQWDLQV�TXDOLILFDWLRQV��WDVNV��GXWLHV�DQG�UHVSRQVLELOLWLHV�
RI�WKH�RFFXSDWLRQ��7KH�HOHPHQWV�LQ�WKH�MRE�GHVFULSWLRQ�FDQ�EH�FODVVLILHG�DV�IRXU�FDWHJRULHV�IRU�
VHOHFWLRQ�GHFLVLRQ�FULWHULD���7KH�FDWHJRULHV�DUH�H[SHULHQFH�DQG�SDVW�SHUIRUPDQFH�FULWHULD��
SHUVRQDO�FKDUDFWHULVWLFV�DQG�SHUVRQDOLW\�FULWHULD��IRUPDO�HGXFDWLRQ�FULWHULD��DQG�SK\VLFDO�
FKDUDFWHULVWLFV�FULWHULD��%\�FRQVLGHULQJ�.HDWRQ¶V�DQG�.HUUL¶V�EXVLQHVV�VWUDWHJ\�DQG�WKH�MRE�
GHVFULSWLRQ��ZH�FDQ�HYDOXDWH�LPSRUWDQFH�RI�HDFK�FULWHULD�FDWHJRU\�� 
3K\VLFDO�FKDUDFWHULVWLFV�DUH�OHVV�LPSRUWDQW�FULWHULD�IRU�VHOHFWLRQ�GHFLVLRQ��8VLQJ�SK\VLFDO�
FKDUDFWHULVWLFV�DV�D�VHOHFWLRQ�FULWHULD�ZLOO�GLVFULPLQDWH�SRWHQWLDO�DSSOLFDQWV�DQG�DJDLQVW�WKH�
)HGHUDO�ODZ��EHFDXVH�ZH�FDQQRW�GHILQH�VSHFLILF�SK\VLFDO�FKDUDFWHULVWLFV�GLUHFWO\�UHODWHG�WR�WKH�
MRE��7KXV��ZH�VKRXOG�QRW�VFUHHQ�RXW�FDQGLGDWHV�EDVHG�RQ�KHLJKW��ZHLJKW��DSSHDUDQFH�DQG�RWKHU�
UHTXLUHPHQWV�� 
)RUPDO�HGXFDWLRQ�LV�LPSRUWDQW��EXW�QRW�DV�LPSRUWDQW�DV�H[SHULHQFHV�DQG�SDVW�
SHUIRUPDQFHV��(GXFDWLRQDO�DFKLHYHPHQW�VLJQDOV�FRJQLWLYH��SK\VLFDO�DQG�LQWHUSHUVRQDO�DELOLWLHV�
DQG�DWWLWXGHV�IRU�VXFFHVVIXO�SHUIRUPDQFH��7KLV�LV�ZK\�IRUPDO�HGXFDWLRQ�UHTXLUHPHQWV�DUH�
FRPPRQO\�XVHG�WR�VFUHHQ�RXW�DSSOLFDQWV��8VLQJ�HGXFDWLRQDO�UHTXLUHPHQWV�LV�OHJDO�IRU�3URGXFWLRQ�
0DQDJHU��EHFDXVH�D�FHUWDLQ�OHYHO�RI�H[SHUW�NQRZOHGJH��VNLOOV��UHDGLQJ�DQG�ZULWLQJ�VNLOOV��DQG�
DULWKPHWLF�DELOLWLHV�DUH�UHTXLUHG�WR�VXFFHVVIXOO\�SHUIRUP�WKH�MRE�� 
+RZHYHU��IRUPDO�HGXFDWLRQ�UHTXLUHPHQWV�PD\�WDNH�DZD\�RSSRUWXQLWLHV�IURP�DSSOLFDQWV�ZKR�
KDYH�VWURQJ�SDVW�DFKLHYHPHQWV�DQG�H[SHULHQFHV�ZKLOH�ODFNLQJ�HGXFDWLRQDO�VXFFHVV��
)XUWKHUPRUH��WKH�SULPDU\�UHTXLVLWH�RI�SRWHQWLDO�FDQGLGDWH�LV�VXFFHVVIXO�MRE�SHUIRUPDQFH��:KLFK�



 

PDNHV�H[SHULHQFHV�DQG�SDVW�DFKLHYHPHQW�UHFRUGV�D�PRUH�YDOLG�FULWHULD�WKDQ�IRUPDO�HGXFDWLRQ�
UHTXLUHPHQWV��%\�FRQFHUQLQJ�5HG¶V�OLPLWHG�EXGJHW��ZH�VKRXOG�SXVK�IRUPDO�HGXFDWLRQ�
UHTXLUHPHQWV�EDFN�RQ�WKH�SULRULW\�OLVW� 
3HUVRQDO�FKDUDFWHULVWLFV�DQG�SHUVRQDOLW\�W\SHV�VKRXOG�EH�XVHG�FDUHIXOO\��3HUVRQDO�
FKDUDFWHULVWLFV�LQFOXGHV�PDULWDO�VWDWXV��VH[�DQG�DJH��8VLQJ�SHUVRQDO�FKDUDFWHULVWLFV�FDQ�EH�
FRQVLGHUHG�GLVFULPLQDWLRQ��HVSHFLDOO\�SHUVRQDO�FKDUDFWHULVWLFV�WKDW�DUH�QRW�UHODWHG�WR�WKH�
HPSOR\HH¶V�MRE�SHUIRUPDQFH�� 
3HUVRQDOLW\�WHVWV�VXFK�DV�³%LJ�ILYH�SHUVRQDOLW\�IDFWRUV´�FDQ�H[SODLQ�XS�WR����SHUFHQW�RI�DQ�
LQGLYLGXDO¶V�SHUVRQDOLW\�DQG�FDQ�EH�D�XVHIXO�WRRO�WR�SUHGLFW�MRE�SHUIRUPDQFH��+RZHYHU��LW�LV�
GLIILFXOW�WR�FODULI\�UHODWLRQVKLS�EHWZHHQ�D�FHUWDLQ�SHUVRQDOLW\�DQG�D�KLJK�MRE�SHUIRUPDQFH��DQG�
XVLQJ�SHUVRQDOLW\�WHVW�PD\�LQIULQJH�DQ�LQGLYLGXDO�SULYDF\��3HUVRQDOLW\�W\SHV�VKRXOG�EH�XVHG�
ZLVHO\��ZKHQ�FOHDU�HYLGHQFH�EHWZHHQ�SHUVRQDOLW\�DQG�MRE�SHUIRUPDQFH�H[LVWV�� 
,Q�5HG¶V�%DU-E-&XH¶V�VLWXDWLRQ��FRQVFLHQWLRXVQHVV�DQG�HPRWLRQDO�VWDELOLW\�FDQ�EH�VWDQGDUGV�WR�
VHOHFW�3URGXFWLRQ�0DQDJHU��EHFDXVH�WKHVH�WZR�IDFWRUV�FDQ�SUHGLFW�SHUIRUPDQFH�IRU�PRVW�
RFFXSDWLRQV��+RZHYHU��LW�LV�KDUG�WR�ILQG�SUHFLVH�FRQQHFWLRQ�EHWZHHQ�SHUVRQDOLW\�W\SH�DQG�KLJK�
MRE�SHUIRUPDQFH� 
([SHULHQFHV�DQG�SDVW�SHUIRUPDQFHV�DUH�LPSRUWDQW�DQG�FUXFLDO�WR�5HG¶V�IXWXUH�VXFFHVV��
3DVW�DFKLHYHPHQWV�DQG�H[SHULHQFHV�LQ�D�VLPLODU�MRE�FDQ�LQGLFDWH�SRWHQWLDO�FDQGLGDWH¶V�ZRUN-
UHODWHG�VNLOOV��DELOLWLHV��DQG�DWWLWXGHV��3DVW�VXFFHVVHV�DQG�JRDO�DFFRPSOLVKPHQWV�GR�QRW�
JXDUDQWHH�DSSOLFDQW¶V�VXFFHVVIXO�IXWXUH�MRE�SHUIRUPDQFH��EXW�FDQ�EH�XVHG�DV�VWDQGDUGV�LQ�
VWURQJO\�SUHGLFWLQJ�IXWXUH�WDVN�SHUIRUPDQFH�DQG�DQ�DSSOLFDQW¶V�DELOLW\�WR�KDYH�IXWXUH�VXFFHVV� 

7KH�6WURQJHVW�6HOHFWLRQ�'HFLVLRQ�&ULWHULD 
$PRQJ�IRXU�FDWHJRULHV�RI�VHOHFWLRQ�GHFLVLRQV�FULWHULD��H[SHULHQFHV�DQG�SDVW�SHUIRUPDQFHV�DUH�
WKH�VWURQJHVW�LQGLFDWRU�RI�KLJK�MRE�SHUIRUPDQFH�DQG�VXFFHVV��)RUPDO�HGXFDWLRQ�DQG�SHUVRQDOLW\�
W\SHV�KDYH�ERWK�DGYDQWDJHV�DQG�GLVDGYDQWDJHV��VR�WKH\�VKRXOG�EH�XVHG�FDXWLRXVO\��)RUPDO�



 

HGXFDWLRQ�UHTXLUHPHQWV�ZRXOG�HQDEOH�5HG¶V�WR�VFUHHQ�RXW�XQTXDOLILHG�FDQGLGDWHV�EDVHG�RQ�
HGXFDWLRQ�DFFRPSOLVKPHQW�OHYHO��+RZHYHU��.HDWRQ�DQG�.HUUL�KDYH�DOUHDG\�DVNHG�DURXQG�DQG�
KDYH�D�UHDVRQDEOH�QXPEHU�JRRG�SRWHQWLDO�FDQGLGDWHV�IRU�WKH�MRE��VR�WKH\�GR�QRW�QHHG�WR�VFUHHQ�
RXW�WKHLU�FDQGLGDWH�E\�XVLQJ�HGXFDWLRQ�UHTXLUHPHQWV��:KHQ�ORRNLQJ�DW�SHUVRQDOLW\�WHVWV��WKH�
FXUUHQWO\�DOORZHG�SHUVRQDOLW\�WHVW�LV�RQO\�IRU�WKH�FRQVFLHQWLRXVQHVV�IDFWRU��DQG�WKH�FRPSDQ\�KDV�
QR�GHILQLWH�HYLGHQFH�RI�UHODWLRQVKLS�EHWZHHQ�D�FHUWDLQ�SHUVRQDOLW\�IDFWRU�DQG�D�MRE�DFKLHYHPHQW� 

6HOHFWLRQ�6\VWHP�IRU�5HG¶V�3URGXFWLRQ�0DQDJHU 
.HDWRQ�DQG�.HUUL�ZDQW�WR�EXLOG�D�VWDQGDUG�HPSOR\HH�VHOHFWLRQ�V\VWHP�E\�XVLQJ�FXUUHQW�VHOHFWLRQ�
DFWLYLWLHV�ZLWKLQ�D������EXGJHW�SHU�HPSOR\HH�KLUHG��$V�PHQWLRQHG�HDUOLHU��5HG¶V�DOUHDG\�KDV�
VRPH�SRWHQWLDO�FDQGLGDWHV�DQG�PD\�QRW�QHHG�SK\VLFDO�FKDUDFWHULVWLF�DQG�SHUVRQDOLW\�W\SH�
UHTXLUHPHQWV��7KXV��ZH�FDQ�IRFXV�RQ�H[SHULHQFHV�DQG�SDVW�SHUIRUPDQFHV�DV�WKH�VWURQJHVW�
LQGLFDWRU�RI�MRE�SHUIRUPDQFH�� 
6WDQGDUG�6HOHFWLRQ�6\VWHP��³6WUXFWXUHG�LQWHUYLHZ´�DQG�³-RE�VDPSOH´�ZLOO�HQDEOH�.HDWRQ�
DQG�.HUUL�WR�SUHGLFW�SRWHQWLDO�DSSOLFDQW¶V�IXWXUH�MRE�SHUIRUPDQFH��LQVWHDG�RI�IROORZLQJ�FRVWO\�DQG�
XQQHFHVVDU\�W\SLFDO�VHOHFWLRQ�GHFLVLRQ�SURFHVVHV� 
����6WUXFWXUHG�,QWHUYLHZ��³6WUXFWXUHG�LQWHUYLHZ´�LV�UHFRPPHQGHG�DV�DQ�HPSOR\PHQW�
LQWHUYLHZ��EHFDXVH�HPSOR\HU�FDQ�REWDLQ�SOHQW\�RI�LQIRUPDWLRQ�DQG�VLJQDO�IRU�IXWXUH�MRE�
SHUIRUPDQFH�IURP�DSSOLFDQWV�ZLWK�UHODWLYHO\�ORZ�FRVW��$�VWUXFWXUHG�LQWHUYLHZ�WHQGV�WR�EULQJ�KLJK�
UHOLDELOLW\�DQG�YDOLGLW\��6WUXFWXUHG�LQWHUYLHZV�SUHSDUH�LQVLJKWIXO�TXHVWLRQV�WKURXJK�D�VSHFLILF�
IRUPDW�WKDW�LV�DSSOLHG�WR�DOO�DSSOLFDQWV��ZKLFK�PDNHV�TXHVWLRQV�FRQVLVWHQW�DQG�EXLOGV�DQ�DFFXUDWH�
SUHGLFWLRQ�RI�IXWXUH�SHUIRUPDQFH��,QWHUYLHZHUV�JR�WKURXJK�WUDLQLQJ�WR�UHGXFH�SRVVLELOLW\�RI�
LQWHQWLRQDO�DQG�XQLQWHQWLRQDO�ELDVHV��DQG�XVLQJ�VHYHUDO�LQWHUYLHZHUV�WRJHWKHU�ZLOO�SUHYHQW�
VXEMHFWLYH�HUURUV� 
6WUXFWXUHG�LQWHUYLHZV�FDQ�VXFFHVVIXOO\�PHDVXUH�.HDWRQ¶V���.H\�.6$2V�ZKLFK�DUH�FRUH�
HOHPHQWV�IRU�.HDWRQ¶V�VWUDWHJ\���$OWKRXJK�VWUXFWXUHG�LQWHUYLHZV�UHTXLUH�WLPH�DQG�HIIRUW�WR�EXLOG�



 

GLVFUHHW�DQG�LQVLJKWIXO�TXHVWLRQV��LW�LV�D�JUHDW�WRRO�WR�JHW�LQIRUPDWLRQ�IURP�SRWHQWLDO�FDQGLGDWHV��
6WUXFWXUHG�LQWHUYLHZ�TXHVWLRQV�FDQ�FRYHU�ZLGH�WRSLFV�VXFK�DV��FDQGLGDWHV¶�NQRZOHGJH�RYHU�UDZ�
PDWHULDO�DQG�IUHVK�LQJUHGLHQWV��IRRG�SURGXFWLRQ�SURFHVVHV��DQG�PDQXIDFWXULQJ�WHFKQRORJLHV��
6WUXFWXUHG�LQWHUYLHZ�TXHVWLRQV�FDQ�DVN�KRZ�WKH�DSSOLFDQW�LQWHUSUHWV�DQG�DFFHSWV�WKH�FRPSDQ\¶V�
PLVVLRQ�DQG�YLVLRQ�WR�FKHFN�VWUDWHJLF�FRQJUXHQFH��(PSOR\HUV�FDQ�UHFHLYH�GHHS�LQIRUPDWLRQ�
DERXW�DSSOLFDQWV¶�SDVW�H[SHULHQFHV��VNLOOV�DQG�FHUWLILFDWHV��DQG�HYHQ�FOXHV�IRU�WKHLU�SHUVRQDOLW\�
W\SHV� 
6WUXFWXUHG�LQWHUYLHZ�LV�DOVR�DQ�RXWVWDQGLQJ�WRRO�WR�PHDVXUH�.HUUL¶V���.H\�.6$2V��ZKLFK�DUH�
LPSRUWDQW�HOHPHQWV�WR�IXOILOO�.HUUL¶V�VWUDWHJ\��(PSOR\HUV�FDQ�DVN�DSSOLFDQWV¶�NQRZOHGJH�DERXW�
IRRG�TXDOLW\�VWDQGDUGV��VWUXFWXULQJ�TXDOLW\�FRQWURO�V\VWHP��LGHQWLI\�FXVWRPHU�QLFKHV��DQG�
PRWLYDWLQJ�VWDII��)URP�FDQGLGDWHV¶�SDVW�H[SHULHQFHV�DQG�DQVZHUV�WR�K\SRWKHWLFDO�TXHVWLRQV��
HPSOR\HUV�FDQ�GLVFRYHU�FDQGLGDWHV¶�LQWHUSHUVRQDO�VNLOOV��ORJLFDO�DQG�FULWLFDO�WKLQNLQJ�VNLOOV��DQG�
GHFLVLRQ�PDNLQJ�DELOLWLHV� 
����-RE�6DPSOH�7HVW��³-RE�VDPSOH´�LV�UHFRPPHQGHG�DV�DQ�HPSOR\PHQW�WHVW��$OWKRXJK�MRE�
VDPSOH�WHVW�LV�WLPH�FRQVXPLQJ�DQG�H[SHQVLYH��MRE�VDPSOH�WHVW�KDV�KLJK�UHOLDELOLW\�DQG�WKH�
KLJKHVW�YDOLGLW\�ZLWK�ORZ�DGYHUVH�LPSDFW��-RE�VDPSOH�WHVW�KDV�KLJK�FRQWHQW�YDOLGLW\�VLQFH�
FDQGLGDWHV�FDUU\�RXW�DFWXDO�WDVNV�DQG�GXWLHV�RI�WKH�MRE��DQG�DSSOLFDQWV�FDQQRW�IDOVLI\�WKHLU�MRE�
SURILFLHQF\��-RE�VDPSOH�WHVW�LV�PRUH�IDYRUDEOH�WR�HPSOR\HUV�VLQFH�VWURQJ�UHODWLRQVKLS�H[LVWV�
EHWZHHQ�MRE�VDPSOH�WHVW�VFRUHV�DQG�DFWXDO�MRE�SHUIRUPDQFH��)XUWKHUPRUH��HPSOR\HUV�FDQ�
H[DPLQH�DSSOLFDQWV¶�DELOLW\�WR�RSHUDWH�WHFKQRORJ\�GHYLFHV��WRROV�DQG�HTXLSPHQW� 
$�MRE�VDPSOH�WHVWV�FDQ�PHDVXUH�.HDWRQ¶V���.H\�.6$2V�LQ�PRUH�GHSWK��ZKLFK�DUH�FRUH�
HOHPHQWV�IRU�.HDWRQ¶V�VWUDWHJ\��.HDWRQ¶V���.H\�.6$2V�DUH�DQ�HVVHQFH�RI�.HDWRQ¶V�3URGXFWLRQ�
0DQDJHU�MRE�GHVFULSWLRQ��-RE�VDPSOH�WHVW�ZLOO�EH�DQ�RXWVWDQGLQJ�WRRO�WR�VHH�HPSOR\HHV¶�NQRZ-
KRZV�DQG�SUDFWLFDO�EXVLQHVV�VNLOOV��,Q�D�VLPLODU�ZRUNLQJ�FRQGLWLRQ��DSSOLFDQWV�PD\�QHHG�WR�
HVWLPDWH�SURGXFWLRQ�DQG�UDZ�PDWHULDO�FRVWV��FDOFXODWH�VWDII�SURGXFWLYLW\�DQG�HIILFLHQF\��DQG�EXLOG�
SURGXFWLRQ�SODQV�DQG�WLPHOLQHV�WKURXJK�SODQQLQJ�DQG�RUJDQL]LQJ�VNLOOV��%\�XVLQJ�LQIRUPDWLRQ�



 

DERXW�QHZ�WHFKQRORJ\�DQG�WRROV��DSSOLFDQWV�PXVW�VKRZ�WKHLU�DELOLW\�WR�JHQHUDWH�LGHDV�DQG�SODQV�
WR�LPSURYH�SURGXFWLRQ�DQG�SURGXFW�TXDOLW\��$OVR��.HDWRQ�FDQ�XVH�D�MRE�VDPSOH�WHVW�WR�H[DPLQH�
DSSOLFDQWV¶�DELOLW\�WR�IDLUO\�VXSHUYLVH��SURYLGH�UHJXODU�DQG�FRQVLVWHQW�IHHGEDFN��DQG�PRWLYDWH�
HPSOR\HHV�� 

$�-RE�VDPSOH�WHVW�LV�DQ�LQVLJKWIXO�PHWKRG�WR�VKRZ�.HUUL¶V���.H\�.6$2V�DV�ZHOO��.HUUL¶V���.H\�
.6$2V�DUH�FRUH�MRE�UHTXLUHPHQWV�H[SHFWHG�IURP�KHU�3URGXFWLRQ�0DQDJHU��.HUUL�QHHGV�WR�NQRZ�
WKH�SRWHQWLDO�FDQGLGDWHV¶�DFWXDO�DELOLWLHV�WR�SHUIRUP�WDVNV�DQG�GXWLHV�DV�D�3URGXFWLRQ�0DQDJHU��
(DFK�FDQGLGDWH�VKRXOG�SHUIRUP�DQG�PDQDJH�WKH�MRE�LQ�D�VLPLODU�ZRUNLQJ�HQYLURQPHQW��
$SSOLFDQWV�PXVW�VKRZ�KRZ�WKH\�FRQWURO�SURGXFWV�TXDOLW\�WR�PHHW�FXVWRPHU�H[SHFWDWLRQ�DQG�
5HG¶V�PLVVLRQ�DQG�JRDOV��3RWHQWLDO�FDQGLGDWHV�ZLOO�VKRZ�KRZ�WKH\�FDQ�PDNH�VHQVLEOH�DQG�
UHDVRQDEOH�GHFLVLRQV�ZKLFK�DOLJQ�ZLWK�RUJDQL]DWLRQ¶V�REMHFWLYHV��.HUUL�FDQ�VHH�KRZ�KHU�
FDQGLGDWHV�REVHUYH�DQG�PRWLYDWH�VWDIIV�ZLWK�ZHOO-VWUXFWXUHG�HPSOR\HH�WUDLQLQJ�SODQV� 

6HOHFWLRQ�6\VWHPV�WKDW�:,//�127�EH�XVHG� 
�-��3UHOLPLQDU\�VFUHHQLQJ�LV�QRW�UHTXLUHG��EHFDXVH�5HG¶V�GRHV�QRW�PHQWLRQ�WLPH�FRQVWUDLQWV�RI�
WKH�VHOHFWLRQ�V\VWHP�WR�WDNH�H[WUD�FDUH�RI�LWV�KLULQJ�SURFHVV��.HDWRQ�DQG�.HUUL�GR�QRW�QHHG�WR�
GURS�PRVW�RI�WKHLU�DSSOLFDQWV�WR�VDYH�WLPH��%\�FRQVLGHULQJ�FRVW�DQG�YDOLGLW\��DSSOLFDWLRQ�IRUP�LV�
FKHDS�EXW�KDV�ORZ�FULWHULRQ-UHODWHG�YDOLGLW\��7KXV��ZLWKLQ�D�OLPLWHG�EXGJHW��5HG¶V�PXVW�XVH�DQ�
HPSOR\PHQW�LQWHUYLHZ�DQG�DQ�HPSOR\PHQW�WHVW�WR�IRUHFDVW�DSSOLFDQW¶V�IXWXUH�WDVN�SHUIRUPDQFH�� 
�-��$Q�XQVWUXFWXUHG�LQWHUYLHZ�ZLOO�QRW�EH�DQ�RSWLRQ��8QVWUXFWXUHG�LQWHUYLHZ�LV�ORZ�LQ�UHOLDELOLW\�DQG�
YDOLGLW\�E\�DVNLQJ�XQSODQQHG�DQG�GLIIHUHQW�TXHVWLRQV��(PSOR\HUV�FDQQRW�FRPSDUH�DSSOLFDQWV¶�
SRWHQWLDO�DQG�IXWXUH�VXFFHVV��EHFDXVH�XQSODQQHG�TXHVWLRQV�FDQQRW�SURYLGH�VDPH�VWDQGDUGV�IRU�
HYHU\�FDQGLGDWHV�� 
�-��0HQWDO�DELOLW\�WHVW��:RQGHUOLF��LV�VWURQJ�PHWKRG�WR�PHDVXUH�LQWHOOLJHQFH�E\�DVNLQJ�TXHVWLRQV�
DERXW�YRFDEXODU\��VHQWHQFH�UHDUUDQJHPHQW��QXPEHU�VHULHV��DULWKPHWLF�SUREOHP��DQG�ORJLF��7KHUH�
DUH�D�ODUJH�QXPEHU�RI�:RQGHUOLF�IRUPV�DYDLODEOH��HQDEOLQJ�HPSOR\HUV�WR�HDVLO\�WHVW�DSSOLFDQWV¶�
FRJQLWLYH�DELOLW\��+RZHYHU��PHQWDO�DELOLW\�WHVW��:RQGHUOLF��LV�D�JHQHUDO�LQWHOOLJHQFH�WHVW��



 

:RQGHUOLF�VFRUH�PD\�VLJQDO�FDQGLGDWH¶V�DELOLW\�DQG�VNLOOV�IRU�VXFFHVVIXO�MRE�SHUIRUPDQFH��EXW�LW�
FDQQRW�PHDVXUH�VSHFLILF�HOHPHQWV�UHODWHG�WR�D�FHUWDLQ�RFFXSDWLRQ��:RQGHUOLF�VFRUHV�FDQQRW�
VKRZ�DFWXDO�ZRUN�SHUIRUPDQFH�OHYHO��7KXV��PHQWDO�DELOLW\�WHVW��:RQGHUOLF��KDV�UHODWLYHO\�ORZHU�
YDOLGLW\�WKDQ�-RE�VDPSOH�WHVW� 

3URGXFWLRQ�0DQDJHU¶V�3HUIRUPDQFH�(YDOXDWLRQ�6\VWHP 

5HFRPPHQGHG�3HUIRUPDQFH�(YDOXDWLRQ�6\VWHP� 
2XU�WHDP�VXJJHVW�³%HKDYLRUDOO\�$QFKRUHG�5DWLQJ�6FDOHV��%$56�´�DQG�³5HVXOWV�DSSURDFK´�
WR�HYDOXDWH�3URGXFWLRQ�0DQDJHU¶V�MRE�SHUIRUPDQFH�� 
%$56�KDV�KLJK�YDOLGLW\�DQG�KLJK�DFFHSWDELOLW\��%$56�GHILQHV�WUDLWV��DWWLWXGHV��DQG�
FKDUDFWHULVWLFV�UHTXLUHG�WR�IXOILOO�RXWVWDQGLQJ�MRE�SHUIRUPDQFH�DV�DQ�DEVROXWH�DVVHVVPHQW��8QOLNH�
*UDSKLF�5DWLQJ�6FDOH��%$56�GHVFULEHV�D�SHUIRUPDQFH�OHYHO�RI�HDFK�TXDQWLWDWLYH�VFDOH��VR�
HPSOR\HUV�FDQ�XVH�ERWK�TXDOLWDWLYH�DQG�TXDQWLWDWLYH�GDWD�WR�DSSUDLVH�HPSOR\HHV��(PSOR\HU�FDQ�
HYDOXDWH�3URGXFWLRQ�0DQDJHU¶V�MRE�SHUIRUPDQFH�E\�XVLQJ�D�UDWLQJ�VFDOH�ZLWK�EHKDYLRU�
GHVFULSWLRQV�DV�D�FOHDU�JXLGHOLQH��7KXV��DQ�HYDOXDWRU�FDQ�HVFDSH�IURP�VXEMHFWLYH�HUURUV�DQG�
SURYLGH�D�UHOLDEOH�DQG�YDOLG�DVVHVVPHQW��%$56�KDV�KLJK�DFFHSWDELOLW\��VLQFH�%$56�KDV�GHWDLOHG�
EHKDYLRUDO�H[SRVLWLRQ�RI�HDFK�UDWLQJ�VFDOH�DQG�SUH-GHILQHG�VWDQGDUGV�WR�HYDOXDWH�HPSOR\HHV��
$OWKRXJK�%$56�LV�GLIILFXOW�WR�GHYHORS��%$56�ZLOO�EH�D�IDLU�DQG�FRQYHQLHQW�PHWKRG�WR�HYDOXDWH�
3URGXFWLRQ�0DQDJHU¶V�MRE�SHUIRUPDQFH� 
5HVXOWV�DSSURDFK�VKRXOG�EH�XVHG�ZLWK�%$56�EHFDXVH�JUHDW�EHKDYLRUV�GR�QRW�DOZD\V�
FRUUHODWH�ZLWK�JUHDW�UHVXOWV��DFFRUGLQJ�WR�WKH�UHVXOWV-EHKDYLRU�PDWUL[��5HVXOWV�DSSURDFK�KDV�KLJK�
YDOLGLW\�DQG�DFFHSWDELOLW\��5HVXOWV�DSSURDFK�UHTXLUHV�60$57�JRDOV�DV�D�SUHUHTXLVLWH��6SHFLILF��
PHDVXUDEOH�DQG�DFKLHYDEOH�JRDOV�DUH�UHOHYDQW�WR�WKH�FRPSDQ\¶V�VWUDWHJ\�ZKLFK�LV�DQ�REMHFWLYH�
EHKLQG�WKH�JRDOV��60$57�JRDOV�DQG�DWWDLQPHQW�RI�WKH�JRDOV�ZLOO�EH�DQ�DFFXUDWH�DQG�YDOLG�
PHWKRG�WR�HYDOXDWH�HPSOR\HH¶V�MRE�SHUIRUPDQFH��5HVXOWV�DSSURDFK�KDV�KLJK�DFFHSWDELOLW\��



 

EHFDXVH�WKH�JRDO�LV�VSHFLILF�DQG�PHDVXUDEOH�DQG�HPSOR\HUV�FDQ�XVH�PHDVXUHPHQW�VWDQGDUGV�WR�
HDVLO\�GHWHUPLQH�3URGXFWLRQ�0DQDJHU¶V�JRDO�DFKLHYHPHQW�OHYHO��)RU�H[DPSOH��SURGXFWLYLW\�UDWH�
RU�SURGXFWLRQ�GHDGOLQH�FDQ�EH�VWDQGDUGV�WR�PHDVXUH�UHVXOWV� 

,PSDFW�RQ�3HUIRUPDQFH�0DQDJHPHQW�3XUSRVHV 
3HUIRUPDQFH�PDQDJHPHQWV�V\VWHP�E\�XVLQJ�%$56�DQG�5HVXOWV�DSSURDFK�FRQWULEXWHV�WR�
DFKLHYH�WKH�FRPSDQ\¶V�JRDOV�RI�SHUVRQQHO�DGPLQLVWUDWLRQ��SHUVRQDO�GHYHORSPHQW��DQG�VWUDWHJLF�
FRQJUXHQFH�� 
9DOLG�DQG�DFFXUDWH�SHUIRUPDQFH�HYDOXDWLRQ�LV�HVVHQWLDO�WR�SHUVRQQHO�DGPLQLVWUDWLRQ��
3HUIRUPDQFH�HYDOXDWLRQ�LGHQWLILHV�VWDU�HPSOR\HHV�DQG�SRRU�HPSOR\HHV��7KH�HPSOR\HU�FDQ�PDNH�
GHFLVLRQV�DERXW�VDODU\�SD\PHQW�DQG�SD\�UDLVHV��SURPRWLRQV��GHPRWLRQV��GHSDUWPHQW�WUDQVIHUV�
DQG�ILULQJ�EDVHG�RQ�SHUIRUPDQFH�HYDOXDWLRQ��3HUIRUPDQFH�HYDOXDWLRQ�UHVXOWV�FDQ�HYHQ�SURYLGH�
GDWD�DQG�GRFXPHQWDWLRQ�WR�GHIHQG�DJDLQVW�DFFXVDWLRQ�DQG�OHJDO�GLVSXWHV�� 
3HUIRUPDQFH�HYDOXDWLRQ�FRQWULEXWHV�WR�WKH�FRPSDQ\¶V�SHUVRQDO�GHYHORSPHQW��3HUIRUPDQFH�
HYDOXDWLRQ�UHVXOWV�JHQHUDWH�LQIRUPDWLRQ�DERXW�HPSOR\HH¶V�NQRZOHGJH��VNLOOV�DQG�DELOLWLHV��7KXV��
SHUIRUPDQFH�HYDOXDWLRQ�SURYLGHV�FRQVLVWHQW�DQG�UHJXODU�IHHGEDFN�WKDW�KHOSV�HPSOR\HHV�GHYHORS�
DQG�JURZ��(PSOR\HUV�FDQ�GHYHORS�WUDLQLQJ�SODQV�WR�HQKDQFH�HPSOR\HHV¶�MRE�SHUIRUPDQFH��$OVR��
SHUIRUPDQFH�HYDOXDWLRQ�FDQ�LPSURYH�FRPPXQLFDWLRQ�EHWZHHQ�HPSOR\HHV�DQG�PDQDJHUV� 
3HUIRUPDQFH�HYDOXDWLRQ�LV�DOVR�FUXFLDO�WR�WKH�FRPSDQ\¶V�VWUDWHJLF�FRQJUXHQFH��(PSOR\HHV�DOLJQ�
LQGLYLGXDO�JRDOV�WR�WKH�RUJDQL]DWLRQ�VWUDWHJ\�E\�XVLQJ�D�SHUIRUPDQFH�PDQDJHPHQW�V\VWHP�DQG�
SHUIRUPDQFH�HYDOXDWLRQ��7KH�SHUIRUPDQFH�PDQDJHPHQW�V\VWHP�HTXLSV�HPSOR\HHV�ZLWK�
JXLGHOLQHV�WR�PRQLWRU�DQG�DGMXVW�EHKDYLRUV�WR�PHHW�WKH�FRPSDQ\¶V�JRDOV�DQG�VWUDWHJLHV� 



 

6DPSOH�%$56�(YDOXDWLRQ�)RUPV�-�$SSHQGL[������ 

:RUN�)RUHFDVW�DQG�'HVLJQ�IRU�5HG¶V�%DU-E-&XH 

%DVLF�)RUHFDVWLQJ�$VVXPSWLRQV 
· :LWK�WKH�FXUUHQW�RSHUDWLRQDO�FRQILJXUDWLRQ��HPSOR\HH¶V�SURGXFWLYLW\�UDWH�LV��������ERWWOHV�

RI�VDXFH�LQ�D�\HDU�SHU�RQH�)7( 
· :LWK�WKH�QHZ�DXWRPDWHG�DSSURDFK��HPSOR\HH¶V�SURGXFWLYLW\�UDWH�LQFUHDVHV�WR��������

ERWWOHV�RI�VDXFH�LQ�D�\HDU�SHU�RQH�)7( 
· ,Q�WKH�XSFRPLQJ�\HDU��RQH�)7(�UHPDLQV�DV�D�IXOO�WLPH�SURGXFWLRQ�VWDII�DQG�RWKHU�WKUHH�

)7(V�ZLOO�JR�EDFN�DV�IXOO�WLPH�UHVWDXUDQW�VWDIIV� 
· ,Q�XSFRPLQJ�\HDU��GHPDQGV�DQG�VDOHV�UHYHQXH�ZLOO�EH������0�DQG�SULFH�LQIORZ�SHU�XQLW�LV�

����� 
· 5HG¶V�EDUEHFXH�VDXFH�SURGXFWLRQ�EXVLQHVV�ZLOO�FRQWLQXRXVO\�LQFUHDVH�IRU�WKH�QH[W����

\HDUV 
· $FFRUGLQJ�WR�5HG¶V�GHFLVLRQ��5HG¶V�%DU-E-&XH�ZLOO�XVH�WKH�VDPH�VHOHFWLRQ�V\VWHP�WKDW�

WKH\�XVHG�WR�KLUH�3URGXFWLRQ�0DQDJHU�DQG������EXGJHW�WR�VHOHFW�QHZ�IXOO-WLPH�
SURGXFWLRQ�SHUVRQQHO 

8SFRPLQJ�<HDU��5HTXLUHG�)7(V 
 

:LWKRXW�WKH�DXWRPDWHG�DSSURDFK��ZRUNHU�SURGXFWLYLW\�IRU���)7(�LV�������ERWWOHV�RI�VDXFH�SHU�



 

\HDU��$FFRUGLQJ�WR�HVWLPDWHG�VDOHV�UHYHQXH�DQG�XQLW�SULFH�RI�5HG¶V�EDUEHFXH�VDXFH��UHTXLUHG�
)7(V�IRU�WKH�XSFRPLQJ�\HDU�LV��������$YDLODEOH�)7(�LV�RQO\�RQH��EHFDXVH�WKUHH�RXW�RI�IRXU�
FXUUHQW�SURGXFWLRQ�)7(V�ZDQW�WR�JR�EDFN�WR�WKHLU�QRUPDO�UHVWDXUDQW�ZRUN�LQ�WKH�XSFRPLQJ�\HDU��
2QO\�RQH�RI�WKH�FXUUHQW�SURGXFWLRQ�VWDII�PHPEHUV�ZLOO�UHPDLQ�IRU�EDUEHFXH�VDXFH�SURGXFWLRQ��
7KXV��5HG¶V�QHHGV�WR�KLUH�������)7(V�WR�PHHW�XSFRPLQJ�\HDU�SURGXFWLRQ�DQG�GHPDQG� 
7KH�DXWRPDWHG�DSSURDFK�GUDPDWLFDOO\�LQFUHDVHV�SURGXFWLYLW\��ZRUNHU�SURGXFWLYLW\�IRU���)7(�ZLOO�
EHFRPH��������ERWWOHV�RI�VDXFH�SHU�\HDU��7KH�UHTXLUHG�)7(V�IRU�XSFRPLQJ�\HDU�GHFUHDVHV�WR�
������DV�SURGXFWLYLW\�LQFUHDVHV��5HG¶V�QHHGV�WR�KLUH�������)7(V�WR�PHHW�WKH�SURGXFWLRQ�OLQH�
FRQILJXUDWLRQ�FKDQJHV�� 

$GGLWLRQDO�$VVXPSWLRQ�DQG�,PSDFW�RI�+LULQJ�3DUW-WLPH�:RUNHUV 
 
2XU�WHDP�KDV�LQFRPSOHWH�LQIRUPDWLRQ��VR�ZH�DGGHG�VRPH�DVVXPSWLRQV�WR�PDNH�RXU�IRUHFDVWLQJ�
FOHDU�DQG�VLPSOH��7KH�FRUH�LVVXH�LV�WKH�QXPEHU�RI�IXOO-WLPH�DQG�SDUW-WLPH�ZRUNHUV��5HG¶V�%DU-E-
&XH�FDQ�KLUH�DOO�IXOO-WLPH�ZRUNHUV�RU�DOO�SDUW-WLPH�ZRUNHUV��5HG¶V�PD\�ZDQW�WR�NHHS�D�FHUWDLQ�
SHUFHQWDJH�RI�SDUW-WLPH�ZRUNHUV�IRU�WKH�IOH[LEOH�ODERU�IRUFH��7KXV��ZH�PDGH�DGGLWLRQDO�
DVVXPSWLRQV�EDVHG�RQ�WKH�FDVH�DQG�JLYHQ�LQIRUPDWLRQ��:H�IRXQG�KLULQJ�PRUH�IXOO-WLPH�ZRUNHUV�
PD\�EHQHILW�WKH�FRPSDQ\��LW�UHGXFHV�RYHUDOO�WXUQRYHU�UDWH��JXDUDQWHHV�KLJK�OHYHO�RI�FRPPLWPHQW�
DQG�HPSOR\HH�HQJDJHPHQW��UHTXLUHV�OHVV�KLULQJ�EXGJHW��DQG�NHHSV�5HG¶V�JRRG�UHSXWDWLRQ�DV�DQ�
HPSOR\HU� 

· )XOO-WLPH�ZRUNHUV�KDYH�D�����WXUQRYHU�UDWH�DQG�SDUW-WLPH�ZRUNHUV�KDYH�D�����WXUQRYHU�
UDWH��ZKLFK��DFFRUGLQJ�WR�WKH�FDVH��DUH�VLJQLILFDQWO\�ORZHU�WKDQ�RWKHU�UHVWDXUDQWV�LQ�WKH�
DUHD� 

· *LYHQ�ZRUNHU�SURGXFWLYLW\�IRU���)7(�GRHV�QRW�LGHQWLI\�WKH�GLIIHUHQFH�EHWZHHQ�IXOO-WLPH�
DQG�SDUW-WLPH�ZRUNHUV��ZH�DVVXPH�ERWK�IXOO-WLPH�DQG�SDUW-WLPH�ZRUNHUV�KDYH�VDPH�
SURGXFWLYLW\ 



 

· )XOO-WLPH�DQG�SDUW-WLPH�ZRUNHUV�FRVW�VDPH�LQ�HPSOR\HH�EHQHILWV�WR�WKH�FRPSDQ\ 

· )UHTXHQW�KLULQJ�DQG�ILULQJ�RI�SDUW-WLPH�ZRUNHUV�UHTXLUHV�PRUH�RI�D�KLULQJ�EXGJHW�DQG�PD\�
KXUW�5HG¶V�%DU-E-&XH¶V�UHSXWDWLRQ�DV�D�JRRG�HPSOR\HU 

· 5HG¶V�%DU-E-&XH�H[SHFWV�FRQWLQXRXV�VDOHV�JURZWK�IRU�QH[W����\HDUV��VR�H[FHSW�IRU�
QDWXUDO�WXUQRYHU�5HG¶V�GRHV�QRW�ZDQW�WR�ILUH�IXOO-WLPH�RU�SDUW-WLPH�ZRUNHUV 

2XU�WHDP�FDOFXODWHG�VDOHV�UHYHQXH�DQG�QXPEHU�RI�SURGXFWV�WR�SURGXFH�IRU�\HDUV��-����:H�
GLYLGHG�WKH�QXPEHU�RI�XQLWV�QHHG�WR�EH�SURGXFHG�E\�SURGXFW�SULFH��������DQG�FDOFXODWH�UHTXLUHG�
)7(V�IRU�\HDUV��-����:H�IRXQG�RXW��KLULQJ�SDUW-WLPH�ZRUNHUV�LQFUHDVHV�5HG¶V�%DU-E-&XH¶V�
KLULQJ�FRVW��$FFRUGLQJ�WR�DSSHQGL[����DQG�����WRWDO�KLULQJ�FRVW�RI�KDYLQJ�RQO\�SDUW-WLPH�
ZRUNHUV�LV�DERXW����������7RWDO�KLULQJ�FRVW�RI�KDYLQJ�RQO\�IXOO-WLPH�ZRUNHUV�LV�MXVW�DERXW�
���������7RWDO�KLULQJ�FRVW�RI�KDYLQJ�RQO\�SDUW-WLPH�ZRUNHUV�LV�WZLFH�PRUH�WKDQ�WRWDO�KLULQJ�FRVW�RI�
KDYLQJ�RQO\�IXOO-WLPH�ZRUNHUV�GXH�WR�SDUW-WLPH�ZRUNHU¶V�KLJKHU�WXUQRYHU�UDWH� 

<HDUV���–�����/LPLWDWLRQ�RI�DQ�,GHDO�(PSOR\HH�+LULQJ�6ROXWLRQ 
 
5HG¶V�LGHDO�VROXWLRQ�ZLOO�EH�KLULQJ�DV�PDQ\�IXOO-WLPH�ZRUNHUV�DV�SRVVLEOH�DQG�KLULQJ�RQH�SDUW-WLPH�
ZRUNHU�ZKR�KDV�IOH[LEOH�ZRUNLQJ�KRXUV��)RU�H[DPSOH��ZKHQ�5HG¶V�QHHGV�������)7(V��5HG¶V�FDQ�
KLUH����)XOO-WLPH�WR�PHHW����)7(V�DQG�KLUH�RQH�SDUW-WLPH�HPSOR\HH�ZKR�FDQ�PDQDJH�ZRUNLQJ�
KRXUV�WR�PHHW������)7(V�� 
%\�XVLQJ�DSSHQGL[�����ZH�FDOFXODWHG�)7(�RI�SDUW-WLPH�ZRUNHUV�EDVHG�RQ�WKHLU�ZRUNLQJ�KRXU�SHU�
ZHHN��)RU�H[DPSOH��)7(�RI�WKH�SDUW-WLPH�ZRUNHU�ZKR�ZRUNV����KRXUV�SHU�ZHHN�LV�������)7(�RI�
WKH�SDUW-WLPH�ZRUNHU�ZKR�ZRUNV�����KRXUV�SHU�ZHHN�LV������ 
�7KURXJK�SDUW-WLPH�ZRUNHU¶V�)7(��ZH�EXLOW�DQ�LGHDO�HPSOR\HH�KLULQJ�VROXWLRQ�WR�KDYH�PD[LPXP�
IXOO-WLPH�ZRUNHUV�ZLWK�RQH�SDUW-WLPH�ZRUNHU�ZKR�PDQDJHV�WKH�UHPDLQLQJ�UHTXLUHG�ZRUNLQJ�KRXUV��
JUHDWHU�WKDQ�]HUR�DQG�OHVV�WKDQ����KRXUV�SHU�ZHHN��$Q�LGHDO�HPSOR\HH�KLULQJ�VROXWLRQ�LV�LQ�
DSSHQGL[���� 



 

+RZHYHU��WKH�LGHDO�HPSOR\HH�KLULQJ�VROXWLRQ�LV�KDUG�WR�XVH��3DUW-WLPH�ZRUNHUV�GR�QRW�ZRUN����
KRXUV�SHU�ZHHN��EXW�WKH\�W\SLFDOO\�GR�QRW�ZRUN�����RU������KRXUV�SHU�ZHHN��7KH�FRPSDQ\�ZLOO�
IDFH�DGGLWLRQDO�WURXEOH�ZKHQ�FDOFXODWLQJ�DYDLODEOH�)7(V�RI�SDUW-WLPH�ZRUNHU�DIWHU�WXUQRYHU��2QH�
SDUW-WLPH�ZRUNHU�LQ�D�ZRUNSODFH�ZLOO�EH�GHPRWLYDWHG�DQG�SXW�OHVV�HIIRUW�GXH�WR�WKH�IUHTXHQW�ILULQJ�
DQG�KLULQJ��5HG¶V�%DU-E-&XH�QHHGV�D�VLPSOH�DQG�UHDOLVWLF�VROXWLRQ�WR�LPSOHPHQW� 

<HDUV���–����)RUHFDVW��1XPEHUV�RI�)7(V�WR�+LUH� 
 
$OWKRXJK�5HG¶V�QHHGV�D�VLPSOH�DQG�UHDOLVWLF�VROXWLRQ��KLULQJ�RQO\�IXOO-WLPH�ZRUNHUV�FRQWUDGLFWV�
ZLWK�WKH�QXPEHU�RI�UHTXLUHG�)7(V��$V�ZH�FDQ�VHH�LQ�DSSHQGL[�����LW�LV�GLIILFXOW�WR�KLUH�ZKHQ�WKH�
JDS�EHWZHHQ�UHTXLUHG�)7(V�DQG�DYDLODEOH�)7(V�LV�QRW�D�QDWXUDO�QXPEHU���7KH�HDVLHVW�ZD\�WR�
VLPSOLI\�WKH�JDS�EHWZHHQ�UHTXLUHG�)7(V�DQG�DYDLODEOH�)7(V�LV�URXQG�XS�WKH�QXPEHU��EHFDXVH�
RQH�IXOO-WLPH�ZRUNHU�VKRXOG�EH�FRQVLGHUHG�DV�RQH�)7(��:H�FDQ�VHH�WKH�QXPEHU�RI�)7(V�WR�KLUH�
LQ�ERWK�EHIRUH-VLPSOLILHG�DQG�DIWHU-VLPSOLILHG�IURP�WKH�WDEOH�EHORZ� 

 
-RE�6WUXFWXUH�RQ�WKH�3URGXFWLRQ�/LQH 
 

 



 

.HDWRQ¶V�-RE�6WUXFWXUH�� 
 
%DUEHFXH�VDXFH�SURGXFWLRQ�LQ�.HDWRQ¶V�VWUDWHJ\�LV�GLYLGHG�LQWR�VPDOO�VWDJHV��7DVNV�DQG�ZRUN�
JRDOV�IRU�HDFK�VWDJH�DUH�QDUURZO\�GHILQHG��7KXV��.HDWRQ¶V�VWUDWHJ\�GHVLUHV�HIILFLHQW�SURGXFWLRQ��
3URGXFWLRQ�ZRUNHUV¶�MREV�DUH�PHWLFXORXVO\�VWUXFWXUHG�WR�DFKLHYH�FRVW-OHDGHUVKLS��,Q�.HDWRQ¶V�
VWUDWHJ\��SURGXFWLRQ�ZRUNHUV�VKRXOG�IROORZ�H[DFW�ZRUN�UROHV�GLUHFWHG�E\�MRE�GHVFULSWLRQ� 

· +LJK�6SHFLDOL]DWLRQ�–�.HDWRQ¶V�MRE�VWUXFWXUH�GLYLGHV�DQG�VLPSOLILHV�ZKROH�ZRUN�LQWR�VPDOO�
MRE�FRPSRQHQWV��.HDWRQ¶V�SURGXFWLRQ�HPSOR\HHV�DUH�H[SHFWHG�WR�EHFRPH�H[SHUWV�RQ�
WKHLU�QDUURZO\�GHILQHG�WDVNV��3URGXFWLRQ�VWDIIV�ZLOO�EHFRPH�HIILFLHQW�WKURXJK�UHSHWLWLRQ��
DQG�WKLV�ZLOO�HQDEOH�KLJKHU�SURGXFWLYLW\��ORZ�TXDOLW\�YDULDQFH��DQG�ORZ�FRVW��6LQFH�HYHU\�
VWDII�LV�H[SHUWLVH�RI�HDFK�GHWDLOHG�WDVN��VWURQJ�FROODERUDWLRQ�DQG�WHDPZRUN�DUH�LPSRUWDQW�
DQG�KLJKO\�UHTXLUHG� 

· +LJK�)RUPDOL]DWLRQ�–�:KLOH�.HDWRQ¶V�SURGXFWLRQ�ZRUNHUV�KDYH�VWUXFWXUHG�DQG�QDUURZO\�
GHILQHG�ZRUN�UROHV��.HDWRQ�FDQ�XVH�IRUPDO�UXOHV�WR�GLUHFW�WDVNV�WR�VWDII�DQG�JRYHUQ�HYHU\�
DFWLYLW\�RQ�WKH�VWDII¶V�ZRUN�SHUIRUPDQFH��6WULFW�DQG�IRUPDOL]HG�UXOHV�ZLOO�FRQWURO�
HPSOR\HHV¶�DFWLRQV�DQG�SHUIRUPDQFH��/LNH�0F'RQDOG¶V��ZKR�KDV�DURXQG�����SDJHV�RI�
ZULWWHQ�UXOHV�DERXW�WKH�ZD\��WR�EXLOG�LWV�KDPEXUJHUV��.HDWRQ¶V�VWUDWHJ\�QHHGV�UXOHV�WR�
FRQWURO�SURGXFWLRQ�SURFHVVHV�DQG�WR�NHHS�SURGXFWLRQ�DQG�TXDOLW\�FRQVLVWHQF\� 

· +LJK�&HQWUDOL]DWLRQ�–�.HDWRQ¶V�SURGXFWLRQ�VWDII�LV�D�VPDOO�SDUW�RI�D�ELJJHU�PDFKLQH��7KH\�
VKRXOG�ZRUN�V\VWHPDWLFDOO\�DQG�UHO\�RQ�RWKHUV��(DFK�VWDII�KDV�OLPLWHG�GHFLVLRQ�SRZHU�DQG�
OHVV�DXWRQRP\��DQG�.HDWRQ�WKH�RZQHU�RI�WKH�EXVLQHVV�LV�UHVSRQVLEOH�IRU�UXQQLQJ�WKH�
EXVLQHVV�DQG�PDNLQJ�GHFLVLRQV��7KXV��.HDWRQ¶V�MRE�VWUXFWXUH�RQ�WKH�SURGXFWLRQ�OLQH�
VKRXOG�EH�FHQWUDOL]HG�� 



 

 
.HUUL¶V�-RE�6WUXFWXUH�� 
 
.HUUL¶V�VWUDWHJ\�GRHV�QRW�IRFXV�RQ�PDVV-SURGXFWLRQ��,QVWHDG��VKH�ZDQWV�FUHDWLYLW\�DQG�KLJK�
TXDOLW\�SURGXFWV��(PSOR\HHV�VKRXOG�NQRZ�DERXW�WKH�EDUEHFXH�VDXFH�SURGXFWLRQ�IURP�EHJLQQLQJ�
WR�HQG�WR�JHQHUDWH�LGHDV�DQG�QRWLFH�RSSRUWXQLWLHV�IRU�LPSURYHPHQW��3URGXFWLRQ�VWDII�DUH�
H[SHFWHG�WR�SXW�H[WUD�FDUH�LQ�SURGXFLQJ�HDFK�EDUEHFXH�VDXFH��LQVWHDG�RI�IRFXVLQJ�RQ�FRVW-
HIILFLHQF\� 

· 0RGHUDWH�RU�/RZ�6SHFLDOL]DWLRQ�–�6SHFLDOL]DWLRQ�FDQ�UHGXFH�SURGXFW�GHIHFWV�DQG�
LQFUHDVH�SURGXFWLYLW\��EXW�UHSHDWLQJ�WKH�VDPH�MRE�LV�ERULQJ��.HUUL�GRHV�QRW�ZDQW�KHU�
HPSOR\HHV�WR�EH�GHPRWLYDWHG�E\�UHSHDWLQJ�WKH�VDPH�MRE��6SHFLDOL]HG�MRE�VWUXFWXUH�
LQFUHDVHV�SURGXFWLRQ�DQG�FRVW�HIILFLHQF\��EXW�LW�PD\�KXUW�FRPSDQ\¶V�FXOWXUH�E\�LQWHUIHULQJ�
ZLWK�VRFLDOL]DWLRQ�EHWZHHQ�VWDII��/RZ�LQWHUDFWLRQ�DQG�VKDULQJ�RI�LQIRUPDWLRQ�PD\�KXUW�
FUHDWLYLW\�DQG�LQQRYDWLRQ��7KXV��.HUUL¶V�MRE�VWUXFWXUH�ZLOO�EH�UHODWLYHO\�PRGHUDWH�RU�OHVV�
VSHFLDOL]HG�WKDQ�.HDWRQ¶V� 

· �0RGHUDWH�)RUPDOL]DWLRQ�–�.HUUL�IRFXVHV�PRUH�RQ�TXDOLW\�DQG�FUHDWLYLW\��)RUPDOL]DWLRQ�LV�
QRW�IDYRUDEOH�IRU�.HUUL¶V�VWUDWHJ\��EHFDXVH�VWULFW�UXOHV�PD\�ELQG�HPSOR\HHV¶�FUHDWLYLW\��
(PSOR\HHV�IROORZ�FRUH�UXOHV��EXW�DUH�QRW�GLFWDWHG�E\�WKHVH�UXOHV��7KH\�KDYH�PRUH�
IUHHGRP�WR�SHUIRUP�WKHLU�WDVNV��(PSOR\HHV�KDYH�UHODWLYHO\�PRUH�IOH[LELOLW\�WKDQ�.HDWRQ¶V�
VWUDWHJ\��+RZHYHU��TXDOLW\�FRQWURO�DQG�FRQVLVWHQF\�LV�WKH�FRUH�LVVXH�WR�PHHW�FXVWRPHU�
H[SHFWDWLRQ��.HUUL¶V�MRE�VWUXFWXUH�ZLOO�EH�PRGHUDWHO\�IRUPDOL]HG� 

· 0RGHUDWH�RU�/RZ�+LJK�&HQWUDOL]DWLRQ�–�.HUUL�YDOXHV�FUHDWLYLW\�DQG�KLJK�TXDOLW\��VR�VKH�
ZDQWV�HTXDO�DQG�IUHH�FXOWXUH�LQ�WKH�ZRUNSODFH��-RE�VWUXFWXUH�ZLOO�EH�PRUH�GH-FHQWUDOL]HG��
VR�HYHU\�VWDII�ZLOO�JHW�UHODWLYHO\�PRUH�GHFLVLRQ�SRZHU�DQG�DXWRQRP\�WKDQ�.HDWRQ¶V�
RUJDQL]DWLRQ��'H-FHQWUDOL]HG�RUJDQL]DWLRQV�XWLOL]H�PXOWLSOH�LQGLYLGXDOV�WR�JHQHUDWH�D�
V\QHUJ\�HIIHFW�E\�VKDULQJ�NQRZOHGJH�DQG�VNLOOV�� 



 

 
-RE�0RWLYDWLRQDO�3RWHQWLDO��$FFRUGLQJ�WR�-RE�&KDUDFWHULVWLF�0RGHO 
 
-RE�0RWLYDWLRQDO�3RWHQWLDO�IRU�6SHFLDOL]DWLRQ��)RUPDOL]DWLRQ�DQG�&HQWUDOL]DWLRQ� 
 

· 6SHFLDOL]DWLRQ�–�6SHFLDOL]DWLRQ�KDV�PRGHUDWH�WR�ORZ�PRWLYDWLRQDO�SRWHQWLDO�� 
6SHFLDOL]DWLRQ�FXOWXUH�GLYLGHV�D�ZKROH�WDVN�LQWR�VPDOO�FRPSRQHQWV��7KXV��HDFK�VWDII�
PHPEHU�GRHV�QRW�QHHG�D�YDULHW\�RI�VNLOOV�WR�SHUIRUP�RQH¶V�WDVN��6LQFH�HPSOR\HHV�WDNH�D�
VPDOO�SRUWLRQ�RI�WKH�ZKROH�SURGXFWLRQ�V\VWHP��WDVN�LGHQWLW\�DQG�WDVN�VLJQLILFDQFH�WHQGV�WR�
EH�ORZ��$V�DQ�H[SHUW��HPSOR\HHV�FDQ�KDYH�PRGHUDWH�OHYHOV�RI�DXWRQRP\��EXW�WKH\�GR�QRW�
KDYH�DQ\�ULJKW�EH\RQG�WKHLU�GHILQHG�WDVN��:RUNHUV�FDQ�UHFHLYH�IHHGEDFN�UHJXODUO\�DQG�
FRQVLVWHQWO\��EXW�WKH�IHHGEDFN�PD\�FRPH�IURP�HPSOR\HH�HYDOXDWLRQ�RU�UDQNLQJ�DERXW�
WKHLU�JRDO�DFKLHYHPHQW�LQVWHDG�RI�DQ�DGYLFH�WR�LPSURYH�WKHLU�SHUIRUPDQFH� 

· )RUPDOL]DWLRQ�–�)RUPDOL]DWLRQ�KDV�ORZ�PRWLYDWLRQDO�SRWHQWLDO� 
�)RUPDOL]DWLRQ�FXOWXUH�GLFWDWHV�HPSOR\HHV¶�ZRUN�SHUIRUPDQFH�WKURXJK�VWULFW�UXOHV�DQG�
ZRUN�UROHV��6WDII�GRHV�QRW�QHHG�DQG�DUH�QRW�UHTXLUHG�WR�KDYH�D�YDULHW\�RI�VNLOOV�EH\RQG�
WKHLU�UROH��:RUNHUV�DUH�MXVW�IROORZLQJ�WKH�UROHV��VR�WKH\�FDQQRW�LGHQWLI\�WKH�GHJUHH�RI�WKHLU�
FRQWULEXWLRQ�WR�WKH�ZKROH�SURMHFW�RU�SURGXFWLRQ��,W�LV�DOVR�KDUG�IRU�ZRUNHUV�WR�VHH�D�GLUHFW�
LPSDFW�RI�WKHLU�ZRUN�EHFDXVH�ZULWWHQ�UXOHV�DQG�ZRUN�UROHV�ELQG�DQG�FRQWURO�ZRUNHUV�
DFWLYLWLHV��7KXV��)RUPDOL]DWLRQ�FXOWXUH�KDV�ORZ�VNLOO�YDULHW\��ORZ�WDVN�LGHQWLW\��DQG�ORZ�WDVN�
VLJQLILFDQFH��6LQFH�ZRUNHUV�DUH�IROORZLQJ�WKH�UXOHV�LQVWHDG�RI�PDNLQJ�WKHLU�RZQ�GHFLVLRQ��
DXWRQRP\�LV�QRW�KLJK�LQ�IRUPDOL]HG�FXOWXUH��)HHGEDFN�VRXUFHV�DUH�XVXDOO\�IRUPDOL]HG��VR�
LQWHUDFWLYH�IHHGEDFN�LV�XQFRPPRQ�� 

· &HQWUDOL]DWLRQ�–�&HQWUDOL]DWLRQ�KDV�PRGHUDWH�PRWLYDWLRQDO�SRWHQWLDO�� 



 

%XVLQHVV�RZQHUV�KDYH�WKH�PRVW�GHFLVLRQ�PDNLQJ�SRZHU�LQ�WKH�FHQWUDOL]HG�FXOWXUH��
&HQWUDOL]HG�FXOWXUHV�FDQ�PDNH�TXLFN�DQG�WLPHO\�GHFLVLRQV��EXW�HPSOR\HHV¶�RSLQLRQV�DUH�
QRW�UHIOHFWHG�WR�PDMRU�GHFLVLRQV��7KXV��HPSOR\HH¶V�DXWRQRP\�LV�WULYLDO�ZKHQ�FRPSDUHG�WR�
WKH�RZQHU��7DVN�LGHQWLW\�DQG�WDVN�VLJQLILFDQFH�LV�QRW�KLJK��:RUNHU¶V�FRQWULEXWLRQ�WDNHV�
RQO\�D�VPDOO�IUDFWLRQ�RI�WKH�FRPSDQ\�RXWFRPH�DQG�ZRUNHUV�EDUHO\�VHH�D�GLUHFW�LPSDFW�RI�
RQH¶V�MRE��8QOLNH�WKH�RZQHU��ZRUNHUV�IROORZ�DQG�REH\�LQVWHDG�RI�FRQWURO�DQG�FRPPDQG��
6NLOO�YDULHW\�FDQ�EH�GLIIHUHQW�IURP�RUJDQL]DWLRQDO�VWUDWHJ\�DQG�JRDOV��EXW�LQ�IRRG�
PDQXIDFWXULQJ�RU�SURGXFW�DVVHPEO\�ZRUNHUV�KDYH�ORZ�VNLOO�YDULHW\��)HHGEDFN�FDQ�EH�
GLIIHUHQW�EDVHG�RQ�WKH�RZQHU¶V�VWUDWHJ\��&HQWUDOL]HG�FXOWXUH�KDV�ORZ�DXWRQRP\��WDVN�
LGHQWLW\��DQG�WDVN�VLJQLILFDQFH��UHVXOWLQJ�LQ�WKH�SV\FKRORJLFDO�VWDWH�RI�PDQ\�FHQWUDOL]HG�
FXOWXUHV�WR�EH�QHJDWLYH��0RWLYDWLRQDO�SRWHQWLDO�LV�OLNHO\�WR�EH�ORZ�LQ�WKH�FHQWUDOL]HG�FXOWXUH�
EHFDXVH�WKH�FHQWUDOL]HG�FXOWXUH�KDV�ORZ�PHDQLQJIXOQHVV�DQG�ORZ�ZRUN�UHVSRQVLELOLW\� 

0RWLYDWLRQDO�3RWHQWLDO�RI�.HDWRQ¶V�6WUDWHJ\-�.HDWRQ¶V�VWUDWHJ\�IRFXVHV�PRUH�RQ�MRE�
HQODUJHPHQW�WKDQ�MRE�HQULFKPHQW��.HDWRQ�LV�LQWHUHVWHG�LQ�PDVV-SURGXFWLRQ�ZLWK�VSHFLDOL]DWLRQ��
IRUPDOL]DWLRQ�DQG�FHQWUDOL]DWLRQ��VR�KH�ZDQWV�WR�GLUHFW�ZRUN�UROHV�DQG�DFWLYLWLHV�HIIHFWLYHO\���$V�
GLVFXVVHG�DERYH��VSHFLDOL]DWLRQ��IRUPDOL]DWLRQ�DQG�FHQWUDOL]DWLRQ�QHJDWLYHO\�LQIOXHQFH�
PRWLYDWLRQDO�SRWHQWLDO�E\�KDYLQJ�ORZ�ILYH�FRUH�MRE�GLPHQVLRQV��/RZ�ILYH�FRUH�MRE�GLPHQVLRQV�
PDNH�.HDWRQ¶V�MRE�VWUXFWXUH�KDYH�ORZ�PHDQLQJIXOQHVV�RI�ZRUN��ORZ�UHVSRQVLELOLW\�RI�ZRUN�
RXWFRPHV�DQG�LQVXIILFLHQW�NQRZOHGJH�RI�WKHLU�ZRUN�UHVXOWV��.HDWRQ¶V�MRE�VWUXFWXUH�RQ�SURGXFWLRQ�
OLQH�SRVVLEO\�KDV�ORZ�PRWLYDWLRQDO�SRWHQWLDO� 
0RWLYDWLRQDO�3RWHQWLDO�RI�.HUUL¶V�6WUDWHJ\-�.HUUL¶V�VWUDWHJ\�KLJKO\�UHOLHV�RQ�MRE�HQULFKPHQW�
EHFDXVH�VKH�LV�LQWHUHVWHG�LQ�KLJK�TXDOLW\�SURGXFWV�ZLWK�VWURQJ�PDUNHW�SRVLWLRQ��6KH�FDUHV�DERXW�
D�YDULHW\�RI�VSHFLDO�VNLOOV�DQG�HPSOR\HH�HQJDJHPHQW�ZLWK�UHODWLYHO\�ORZ�VSHFLDOL]DWLRQ��ORZ�
IRUPDOL]DWLRQ�DQG�ORZ�FHQWUDOL]DWLRQ���7KHVH�WUDLWV�SRVLWLYHO\�LQIOXHQFH�PRWLYDWLRQDO�SRWHQWLDO�ZLWK�
KLJK�ILYH�FRUH�MRE�GLPHQVLRQV��+LJK�ILYH�FRUH�MRE�GLPHQVLRQV�LQFUHDVHV�PHDQLQJIXOQHVV�RI�ZRUN��
HQKDQFHV�UHVSRQVLELOLW\�RI�ZRUN�RXWFRPHV��DQG�SURYLGHV�VXIILFLHQW�NQRZOHGJH�RI�WKHLU�ZRUN�
UHVXOWV��.HUUL¶V�MRE�VWUXFWXUH�RQ�SURGXFWLRQ�OLQH�OLNHO\�WR�KDYH�JUHDW�PRWLYDWLRQDO�SRWHQWLDO� 



 

2UJDQL]DWLRQDO�&XOWXUH�DQG�9DOXHV�RI�5HG¶V�%DU-E-&XH 
 
2UJDQL]DWLRQDO�FXOWXUH�KDV�EHFRPH�HYHQ�PRUH�VLJQLILFDQW�LQ�WKH���VW�FHQWXU\��&XOWXUH�LV�ZKDW�
PDNHV�\RX�GLIIHUHQW�IURP�RWKHUV�DQG�ZKDW�LGHQWLILHV�\RX�IURP�RWKHUV��*UHDW�FRPSDQ\�FXOWXUH�ZLOO�
DWWUDFW�DQG�PRWLYDWH�HPSOR\HHV��HQKDQFH�HPSOR\HH�HQJDJHPHQW��DQG�LPSURYH�HPSOR\HH�
VDWLVIDFWLRQ�UDWH�� 
$OWKRXJK�PDQ\�WKHRUHWLFDO�FXOWXUH�PRGHOV�H[LVW��RXU�WHDP�IRFXVHG�RQ�WKH�FRPSHWLQJ�YDOXHV�
PRGHO�RI�FXOWXUH��7KH�FRPSHWLQJ�YDOXHV�PRGHO�RI�FXOWXUH�XVHV�WZR�D[HV��7KH�\-D[LV�LV�
FRPSDQ\¶V�FXOWXUH�RQ�IOH[LELOLW\�DQG�GLVFUHWLRQ�YHUVHV�VWDELOLW\�DQG�FRQWURO��DQG�WKH�[-D[LV�LV�
FRPSDQ\¶V�FXOWXUH�RQ�H[WHUQDO�IRFXV�DQG�GLIIHUHQWLDWLRQ�YHUVXV�LQWHUQDO�IRFXV�DQG�LQWHJUDWLRQ��
.HDWRQ�DQG�.HUUL�FHUWDLQO\�QHHG�SURSHU�RUJDQL]DWLRQDO�FXOWXUH�WR�UHDOL]H�WKHLU�VWUDWHJLHV� 

2UJDQL]DWLRQDO�&XOWXUH�IRU�.HDWRQ¶V�6WUDWHJ\ 
 
.HDWRQ¶V�VWUDWHJ\�VXLWV�ZHOO�LQ�D�+LHUDUFK\�FXOWXUH��+LHUDUFK\�FXOWXUH�YDOXHV�VWDELOLW\�DQG�FRQWURO�
ZLWK�LQWHUQDO�IRFXV��LQWHJUDWLRQ�DQG�FRVW-OHDGHUVKLS��.HDWRQ�ZDQWV�PDVV-SURGXFWLRQ�RI�WUDGLWLRQDO�
EDUEHTXH�VDXFH��7KHUHIRUH��D�WUDGLWLRQDO�IRUP�RI�OHDGHUVKLS�LV�UHTXLUHG�WR�PDNH�TXLFN�GHFLVLRQV��
$�KLJKO\�IRUPDOL]HG�FXOWXUH��VWUXFWXUHG�LQQHU�UXOHV��DQG�ZULWWHQ�ZRUN�UROHV�ZLOO�EH�XVHG���)ROORZLQJ�
WKH�UXOHV�LV�FUXFLDO�IRU�HIILFLHQW�DQG�HIIHFWLYH�SURGXFWLRQ�SURFHVVHV�WR�FRQWURO�TXDOLW\�DQG�FRVW�� 

&RUH�9DOXHV�IRU�.HDWRQ¶V�6WUDWHJ\� 
 
&RQVLVWHQF\�–�.HDWRQ¶V�VWUDWHJ\�WHQGV�WR�DYRLG�LQQRYDWLRQ�DQG�FKDQJH��$�FRQVLVWHQW�GDLO\�
RSHUDWLRQ�DQG�SURGXFWLRQ�LV�GHVLUHG�ZKLOH�FRQWUROOLQJ�HPSOR\HHV¶�WDVN�SHUIRUPDQFH�DQG�SURGXFW�
TXDOLW\�FRQVWDQWO\� 

· )RUPDOL]DWLRQ��(PSOR\HHV�DUH�H[SHFWHG�WR�IROORZ�VWDQGDUGL]HG�ZRUN�UROHV�WR�DWWDLQ�
FRQVWDQW�GDLO\�RSHUDWLRQV�DQG�SURGXFWLRQ��:ULWWHQ�GRFXPHQWV�WKDW�GHVFULEH�FRPSDQ\�
UXOHV�DQG�HPSOR\HHV¶�ZRUN�UROHV�LV�DQ�HIIHFWLYH�PHWKRG�DFKLHYH�FRQVLVWHQF\� 



 

· 4XDOLW\�FRQWURO�V\VWHP��.HDWRQ¶V�VWUDWHJ\�IRFXVHV�RQ�SURGXFLQJ�WKH�ULJKW�DPRXQW�RI�
TXDOLW\�SURGXFWV�ZLWKLQ�D�GHDGOLQH��&RQVLVWHQW�SURGXFW�TXDOLW\�LV�HVSHFLDOO\�LPSRUWDQW�WR�
PHHW�FXVWRPHUV¶�H[SHFWDWLRQ��4XDOLW\�FRQWURO�LV�SDUWLFXODUO\�FRPSOLFDWHG�DQG�FULWLFDO�LQ�
IRRG�PDQXIDFWXULQJ��EHFDXVH�UDZ�PDWHULDOV�DQG�LQJUHGLHQWV�YDU\�LQ�TXDOLW\��$�ZHOO-
VWUXFWXUHG�TXDOLW\�FRQWURO�V\VWHP�ZLOO�HQVXUH�FRQVLVWHQW�TXDOLW\�SURGXFWV� 

'HSHQGDELOLW\�–�&RRSHUDWLRQ�DQG�WUXVW�EHWZHHQ�HPSOR\HHV�DQG�PDQDJHUV�LV�UHTXLUHG�WR�XQLWH�
DQG�DFKLHYH�RUJDQL]DWLRQ�JRDOV��(PSOR\HHV�QHHG�WR�UHO\�RQ�HDFK�RWKHU��DQG�WKH�FRPSDQ\�QHHGV�
WR�WDNH�FRUUHFWLYH�DFWLRQ�RQ�VKLUNLQJ�VWDIIV� 

· 2UJDQL]DWLRQDO�HYHQWV�DQG�DFWLYLWLHV��(PSOR\HHV�DUH�H[SHFWHG�WR�VKDUH�FRPPRQ�JRDOV�
DQG�FROODERUDWH�WR�DFKLHYH�WKHLU�JRDOV�IRU�WKH�RUJDQL]DWLRQ¶V�VXFFHVV��(PSOR\HHV�
VSHQGLQJ�WLPH�WRJHWKHU�EXLOGV�VWURQJ�SHUVRQDO�UHODWLRQVKLSV��EXLOG�D�EHWWHU�XQGHUVWDQGLQJ�
RI�WKHLU�LQWHUGHSHQGHQFH��DQG�SURPRWHV�VKDULQJ�RI�FRPPRQ�YDOXHV��2UJDQL]DWLRQDO�
SDUWLHV��HYHQWV��JDWKHULQJV�DQG�DFWLYLWLHV�KHOS�HPSOR\HHV�WR�JHW�FORVH�WR�HDFK�RWKHU�DQG�
HQKDQFH�WHDPZRUN�DQG�XQLW\� 

· &RUUHFWLYH�DFWLRQ�RQ�EDG�HPSOR\HHV��%DG�HPSOR\HHV�ZLWK�KDELWXDO�XQIDYRUDEOH�
EHKDYLRUV��VHYHUDO�DEVHQFHV��ODWH�DUULYDOV��DQG�PLVVLQJ�GHDGOLQHV�GHPRWLYDWHV�RWKHU�VWDII�
DQG�GHFUHDVHV�HPSOR\HH�HQJDJHPHQW��,Q�DGGLWLRQ��FRPSDQ\¶V�SURGXFWLRQ�VFKHGXOH�ZLOO�
JHW�RXW�RI�FRQWURO��7KXV��IDLU�HPSOR\HH�HYDOXDWLRQ�ZLWK�FRUUHFWLYH�DFWLRQ�RQ�XQIDYRUDEOH�
EHKDYLRU�LV�KLJKO\�UHTXLUHG�WR�LQFUHDVH�GHSHQGDELOLW\� 

(IILFLHQF\�–�SURGXFLQJ�KLJK�TXDOLW\�SURGXFWV�ZLWKLQ�WLPH�DQG�EXGJHW�FRQVWUDLQWV�LV�LPSRUWDQW��
8VLQJ�QDUURZO\�GHILQHG�WDVNV��KLJKO\�WUDLQHG�HPSOR\HHV��H[SHUWLVH��DQG�WHDPZRUN�LV�QHHGHG�WR�
HQKDQFH�SURGXFWLRQ�HIILFLHQF\� 

· (PSOR\HH�WUDLQLQJ��(PSOR\HHV�VKRXOG�EH�KLJKO\�H[SHULHQFHG�DQG�ZHOO�WUDLQHG�WR�LPSURYH�
SURGXFWLYLW\�DQG�HIILFLHQF\��7KXV��.HDWRQ�VKRXOG�EXLOG�HPSOR\HH�WUDLQLQJ�V\VWHPV�DQG�
RIIHU�KLV�HPSOR\HHV�D�FKDQFH�WR�OHDUQ�DQG�JURZ�WKHLU�VNLOOV�DQG�DELOLWLHV� 



 

· 1HZ�WHFKQRORJ\�DQG�WRROV��&RPSDQLHV�FDQ�LQFUHDVH�SURGXFWLRQ�HIIHFWLYHQHVV�DQG�
HIILFLHQF\�E\�WUDLQLQJ�LWV�VWDII�RU�E\�XVLQJ�DGYDQFHG�WHFKQRORJ\�DQG�WRROV��1HZ�
WHFKQRORJ\�DQG�WRROV�PD\�UHGXFH�SURGXFWLRQ�SURFHVVHV�DQG�WLPH��HQKDQFH�SURGXFW�
TXDOLW\��DQG�UHGXFH�SURGXFWLRQ�FRVWV�� 

2UJDQL]DWLRQDO�&XOWXUH�IRU�.HUUL¶V�6WUDWHJ\ 
 
.HUUL¶V�VWUDWHJ\�ILWV�DQ�$GKRFUDF\�FXOWXUH��$Q�$GKRFUDF\�FXOWXUH�YDOXHV�IOH[LELOLW\�DQG�G\QDPLVP�
ZLWK�H[WHUQDO�IRFXV��GLIIHUHQWLDWLRQ��DQG�LQQRYDWLRQ��.HUUL�ZDQWV�WR�PDUNHW�KHU�EDUEHTXH�VDXFH�DV�
D�VSHFLDO�KLJK�TXDOLW\�SURGXFW�WKDW�EULQJV�YDOXHV�DQG�H[SHULHQFHV��7KXV��.HUUL�WHQGV�WR�EH�
VHQVLWLYH�WR�FXVWRPHUV¶�QLFKH�DQG�WDNHV�ULVNV�WR�REWDLQ�LQQRYDWLRQ�DQG�FUHDWLYLW\��.HUUL�
ZLOOLQJQHVV�WR�WDNH�ULVNV�DQG�H[SHULPHQWDO�VWHSV�WR�GLIIHUHQWLDWH�KHU�SURGXFW�DQG�EULQJ�DQ�
H[SHULHQFH�LQWR�WKH�VDXFH�UHTXLUHV�LQQRYDWRUV��HQWUHSUHQHXUV��DQG�YLVLRQDULHV��7KH�RUJDQL]DWLRQ�
VKRXOG�EH�OHVV�FHQWUDOL]HG�DQG�OHVV�IRUPDOL]HG��DQG�FRPSDQ\�VKRXOG�EXLOG�IUHH�DQG�HTXDO�
UHODWLRQVKLSV�EHWZHHQ�HPSOR\HHV�WR�DFKLHYH�FUHDWLYLW\�WKURXJK�LQWHQVLYH�LQWHUDFWLRQV�DQG�
LQIRUPDWLRQ�VKDULQJ� 

&RUH�9DOXHV�IRU�.HUUL¶V�6WUDWHJ\� 
 
&UHDWLYLW\�DQG�LQQRYDWLRQ�–�.HUUL¶V�VWUDWHJ\�HQFRXUDJHV�ULVN�WDNLQJ�DQG�LQQRYDWLYH�LGHDV��
.HUUL¶V�HPSOR\HHV�QHHG�FUHDWLYLW\�DQG�LQQRYDWLRQ�WR�GLIIHUHQWLDWH�5HG¶V�EDUEHFXH�VDXFH�DQG�
VWURQJO\�SRVLWLRQ�LWV�EUDQG�LQ�WKH�PDUNHW� 

· 'HHS�FXVWRPHU�XQGHUVWDQGLQJ��&UHDWLYH�DQG�LQQRYDWLYH�LGHDV�ORVH�WKHLU�YDOXH�LI�
FXVWRPHUV�DUH�QRW�IRQG�RI�WKHLU�LGHDV��7KXV��WKH�FRPSDQ\�VKRXOG�EXLOG�FORVH�UHODWLRQVKLS�
ZLWK�WKHLU�WDUJHW�VHJPHQWV�E\�XVLQJ�WKHLU�ZHEVLWH��HPDLO��DQG�VRFLDO�PHGLD�DQG�
XQGHUVWDQG�FXVWRPHUV¶�QHHGV�ILUVW��7KH�FRPSDQ\�FDQ�JHW�XQH[SHFWHG�LGHDV�WR�LPSURYH�
LWV�SURGXFWV�DQG�VHUYLFHV�E\�FROOHFWLQJ�LGHDV�IURP�WKHLU�FXVWRPHUV�DQG�E\�OLVWHQLQJ�WR�
FXVWRPHUV¶�RSLQLRQV�� 



 

· /LVWHQ�WR�WKH�HPSOR\HHV��(PSOR\HHV�DUH�D�JUHDW�VRXUFH�RI�QHZ�LGHDV��(PSOR\HHV�ZKR�
DUH�FORVH�WR�DFWXDO�ZRUN�DQG�PDQXIDFWXULQJ�SURFHVVHV�FDQ�QRWLFH�RSSRUWXQLWLHV�WR�
LPSURYH�SURGXFWV�DQG�SURGXFWLRQ�SURFHVVHV��7KH�FRPSDQ\�FDQ�EXLOG�D�ZHEVLWH�DQG�
IRUXP�WKDW�HPSOR\HHV�FDQ�SUHVHQW�WKHLU�LGHDV�DQG�VKDUH�RSLQLRQV��*LYLQJ�LQFHQWLYH�WR�
LQQRYDWLYH�LGHDV�FDQ�DOVR�EH�DQ�RSWLRQ��7KH�HPSOR\HH�PD\�KDYH�WKH�LGHD�LQ�WKHLU�KHDG��
EXW�GRHV�QRW�KDYH�D�UHDVRQ�WR�VKDUH�LW�ZLWKRXW�FRPSHQVDWLRQV�RU�PRWLYDWLRQV� 

7UDQVSDUHQF\�–�.HUUL¶V�VWUDWHJ\�QHHGV�D�IOH[LEOH�DQG�FUHDWLYH�RUJDQL]DWLRQ�FXOWXUH��
7UDQVSDUHQF\�DQG�LQIRUPDWLRQ�VKDULQJ�EHWZHHQ�HPSOR\HHV�DFFHOHUDWHV�FRPSDQ\¶V�LQQRYDWLRQ��
7KXV��.HUUL�ZDQWV�KHU�HPSOR\HHV�WR�XQGHUVWDQG�HDFK�RWKHU¶V�ZRUN�UROH�DQG�LQWHUDFW�IUHHO\�WR�
JHQHUDWH�XQLTXH�LGHDV� 

· 7UDQVSDUHQF\�RI�FRPSDQ\¶V�JRDOV�DQG�SULRULWLHV��,GHQWLI\LQJ�FOHDU�RUJDQL]DWLRQ�JRDOV�ZLWK�
FRPSDQ\¶V�YLVLRQ�DQG�PLVVLRQ�OHW�HPSOR\HHV�JDLQ�EHWWHU�LQVLJKW�DQG�GHHSHU�
XQGHUVWDQGLQJ�LQ�ZRUN�SHUIRUPDQFH��%\�NQRZLQJ�WKH�ELJJHU�SLFWXUH��HPSOR\HHV�DUH�PRUH�
OLNHO\�WR�JHQHUDWH�LGHDV�UHOHYDQW�WR�FRPSDQ\¶V�PLVVLRQ�DQG�XOWLPDWH�JRDOV� 

· (QDEOH�ZLGH�LQIRUPDWLRQ�DFFHVV��7KH�&RPSDQ\�VKRXOG�DOORZ�HPSOR\HHV�WR�DFFHVV�ZLGH�
LQIRUPDWLRQ�EDVHV��9LHZLQJ�QHZ�LQIRUPDWLRQ�ZLWK�D�QHZ�SHUVSHFWLYH�DOORZ�VWDIIV�WR�ILQG�
RYHUORRNHG�RSSRUWXQLWLHV�DQG�LGHDV�IRU�IXUWKHU�LPSURYHPHQWV� 

 
 
 
 
 
 
 



 

 
 

0DQDJHPHQW�$SSHQGL[ 
 

0DQDJHPHQW�$SSHQGL[��� 
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· 3ODQ�DQG�FRQWURO�SURGXFWLRQ�VFKHGXOH�E\�FRQVLGHULQJ�LQYHQWRU\�UHTXLUHPHQWV��QXPEHU�RI�
VWDII�QHHGHG��WLPH�DQG�EXGJHW�FRQVWUDLQWV�DQG�XQLW�SURGXFWLRQ�JRDOV 

· 5HYLVH�DQG�DGMXVW�SURGXFWLRQ�VFKHGXOH�WKURXJK�SURGXFWLRQ�SURFHVVHV 

· 'HWHUPLQH�DPRXQW�RI�UDZ�PDWHULDOV�DQG�QXPEHU�RI�HPSOR\HHV�UHTXLUHG��DQG�PDQDJH�
PDWHULDO�DQG�KXPDQ�UHVRXUFHV�WR�DFKLHYH�SURGXFWLRQ�WDUJHW 

· 'HILQH�TXDOLW\�VWDQGDUGV�DQG�GHYHORS�TXDOLW\�FRQWURO�V\VWHP�WR�VDWLVI\�FXVWRPHUV¶�
H[SHFWDWLRQ� 

· 'HWHFW�SURGXFW�GHIHFWV�DQG�SURGXFWLRQ�SUREOHPV�E\�RYHUVHHLQJ�RSHUDWLRQV�DQG�DQDO\]LQJ�
SURGXFWLRQ��DQG�UHVROYLQJ�SUREOHPV� 



 

· &RRUGLQDWH�DQG�GLUHFW�SURGXFWLRQ��SURFHVVLQJ��DQG�GLVWULEXWLRQ�DFWLYLWLHV�ZLWK�UHVRXUFHV�WR�
FODULI\�VWDIIV¶�GXWLHV�DQG�UHVSRQVLELOLWLHV� 

· 5HFRPPHQG�DQG�LPSOHPHQW�LQLWLDWLYHV�VXFK�DV�QHZ�WHFKQRORJ\��QHZ�WHFKQLTXHV��DQG�
QHZ�PDFKLQHU\�WR�LPSURYH�TXDOLW\�DQG�HIILFLHQF\ 

· 0RQLWRU�GDLO\�SURGXFWLRQ�DQG�RSHUDWLRQ��DQG�HQVXUH�SURGXFWV�DQG�RSHUDWLQJ�SURFHGXUHV�
PHHW�KHDOWK�DQG�VDIHW\�VWDQGDUGV 

· (QVXUH�HIILFLHQW�FROODERUDWLRQ�EHWZHHQ�UHOHYDQW�GHSDUWPHQWV�LQFOXGLQJ�PDLQWHQDQFH��
WHFKQRORJ\��DQG�SURFXUHPHQW 

· 7UDLQ��PRQLWRU��HYDOXDWH��JLYH�IHHGEDFN��DQG�FRPSHQVDWH�HPSOR\HHV�WR�HQKDQFH�
SURGXFWLYLW\�DQG�HPSOR\HH�HQJDJHPHQW 

· 3UHSDUH�DQG�PDLQWDLQ�SURGXFWLRQ�UHSRUWV�DQG�SHUIRUPDQFH�UHFRUGV�DV�D�EDVLV�IRU�
DGPLQLVWUDWLYH�GHFLVLRQV�VXFK�DV�SURPRWLRQ�DQG�VXFFHVVLRQ�SODQQLQJ 

· )XOO-WLPH�3URGXFWLRQ�0DQDJHUV�ZRUN����KRXUV�SHU�ZHHN��DQG�WKH\�DUH�H[SHFWHG�WR�EH�
DEOH�WR�DGMXVW�WKHLU�ZRUNLQJ�KRXU�ZKHQ�ZRUN�RYHUORDGV 
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3URGXFWLRQ�VWDIIV��SURGXFWLRQ�VXSHUYLVRU��PDWHULDO�SODQQHU�RU�LQYHQWRU\�FRQWURO�PDQDJHU 
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· %DFKHORU¶V�GHJUHH�LV�SUHIHUUHG��DOWKRXJK�DVVRFLDWH¶V�GHJUHHV��WHFKQLFDO�VFKRROV��RU�
KLJKO\�H[SHULHQFHG�FDQGLGDWHV�PD\�EH�SRVVLEOH 

· &DUHHU�H[SHULHQFHV�LQ�SURGXFWLRQ�SURFHVV�VXFK�DV�D�SURGXFWLRQ�VXSHUYLVRU��PDWHULDO�
SODQQHU�RU�LQYHQWRU\�FRQWUROOHU�DUH�SUHIHUUHG 



 

· 0D\�EH�UHTXLUHG�WR�OHDUQ�ZRUN-EDVHG�TXDOLILFDWLRQ�WKURXJK�D�WUDLQLQJ�WR�OHDUQ�TXDOLW\�
PDQDJHPHQW��SURGXFWLRQ�PDQDJHPHQW��RSHUDWLRQV�PDQDJHPHQW��DQG�EXVLQHVV�
LPSURYHPHQW�WHFKQLTXHV�DV�D�WUDLQHH�3URGXFWLRQ�0DQDJHU 
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· %DUEHTXH�VDXFH�SURGXFWLRQ�-�.QRZOHGJH�RI�UDZ�PDWHULDOV�DQG�LQJUHGLHQWV��SURGXFWLRQ�
SURFHVV��SURGXFWLRQ�FRVW��UDZ�PDWHULDO�FRVW��DQG�WHFKQRORJLHV�WR�RSWLPL]H�HIIHFWLYH�
PDQXIDFWXULQJ 

· 3URGXFWLRQ�TXDOLW\�FRQWURO�-�.QRZOHGJH�RI�FXVWRPHUV¶�QHHGV��FXVWRPHUV¶�H[SHFWDWLRQ�RQ�
TXDOLW\��VHWWLQJ�TXDOLW\�VWDQGDUGV�DQG�TXDOLW\�FRQWURO�V\VWHP��DQG�JRYHUQPHQW¶V�
UHTXLUHPHQWV�RQ�KHDOWK��K\JLHQH��DQG�SURGXFWLRQ�VDIHW\ 

· +XPDQ�UHVRXUFHV�PDQDJHPHQW�-�.QRZOHGJH�RI�HPSOR\HHV¶�VNLOOV�DQG�SHUVRQDOLWLHV�DQG�
KRZ�WR�VHOHFW��WUDLQ��GLUHFW�DFWLYLWLHV�DQG�GXWLHV��FRPSHQVDWH��DQG�PRWLYDWH�VWDIIV�SURSHUO\�
DQG�IDLUO\ 

· 7HFKQRORJLHV�DQG�WRROV�-�.QRZOHGJH�RI�WRROV�DQG�WHFKQRORJLHV�WKDW�3URGXFWLRQ�0DQDJHUV�
XVH��VXFK�DV�SHUVRQDO�GLJLWDO�DVVLVWDQWV�DQG�RUJDQL]HUV��VFDQQHUV��KXPDQ�UHVRXUFHV�
VRIWZDUH��LQGXVWULDO�FRQWURO�VRIWZDUH��DQG�GRFXPHQW�PDQDJHPHQW�VRIWZDUH 

· ,QWHUSHUVRQDO�VNLOOV��-�,QWHUDFW�ZLWK�HPSOR\HHV�E\�XVLQJ�FRPPXQLFDWLRQ�DQG�OLVWHQLQJ�
DELOLWLHV�DQG�EXLOG�SURIHVVLRQDO�DQG�SHUVRQDO�UHODWLRQVKLSV�ZLWK�VWDII 

· 7HDP�ZRUNLQJ�VNLOOV��-�&ROODERUDWH�DQG�FRRSHUDWH�ZLWK�HPSOR\HHV�E\�XVLQJ�HDFK�VWDII¶V�
LQGLYLGXDO�VNLOOV�DQG�SURYLGLQJ�FRQVWUXFWLYH�IHHGEDFN�LQ�RUGHU�WR�DFKLHYH�FRPSDQ\�JRDOV 

· &ULWLFDO�WKLQNLQJ�VNLOOV��-�8QGHUVWDQG�ORJLFDO�FRQQHFWLRQV�EHWZHHQ�LGHDV�DQG�ULJRURXVO\�
TXHVWLRQ�SRWHQWLDO�VROXWLRQV�WR�LGHQWLI\�DQG�HYDOXDWH�VWUHQJWKV�DQG�ZHDNQHVVHV�RI�
DOWHUQDWLYH�VROXWLRQV�DQG�FRQFOXVLRQV 



 

· 3UREOHP-VROYLQJ�VNLOOV��-�6\VWHPDWLFDOO\�DQG�PDWKHPDWLFDOO\�ZRUN�WKURXJK�GHWDLOV�RI�D�
SUREOHP�WR�UHDFK�RSWLPDO�VROXWLRQV 

· &RQIOLFW�PDQDJHPHQW�VNLOOV��-�5HFRJQL]H�DQG�UHVROYH�GLVSXWHV�LQ�D�UDWLRQDO�DQG�HIIHFWLYH�
ZD\�E\�XVLQJ�FRPPXQLFDWLRQ�DQG�QHJRWLDWLQJ�VNLOOV 

· 7LPH�PDQDJHPHQW�VNLOOV��-�$OORFDWH�DQG�GLVWULEXWH�WLPH�ZLVHO\�WR�FRPSHWLQJ�GHPDQGV�E\�
VWUXFWXULQJ�WDVNV�DQG�SURFHVVHV�EDVHG�RQ�SULRULW\ 

· 3ODQQLQJ�DQG�RUJDQL]LQJ�VNLOOV�–�'HYHORS�SODQV�DQG�VFKHGXOHV�V\VWHPDWLFDOO\�DQG�
PDQDJH�SULRULWL]HG�SURFHVVHV�DQG�UHVRXUFHV�WR�DFFRPSOLVK�EXVLQHVV�JRDOV�ZLWKLQ�D�
OLPLWHG�WLPHWDEOH 

· 0RQLWRULQJ�DQG�VXSHUYLVLQJ�VNLOOV�–�$FFHVV�DQG�VXSHUYLVH�\RXUVHOI�DQG�HPSOR\HHV¶�MRE�
SHUIRUPDQFH�DQG�IDLUO\�HYDOXDWH�WKHP�IRU�IXUWKHU�LPSURYHPHQW�DQG�FRUUHFWLRQ 

· $QDO\WLFDO�DQG�GHFLVLRQ�PDNLQJ�VNLOOV�–�$QDO\]H�DQG�PDNH�DSSURSULDWH�GHFLVLRQV�E\�
FODULI\LQJ�RSSRUWXQLWLHV�DQG�ULVNV�RI�D�SRWHQWLDO�VROXWLRQ�DQG�FRQVLGHULQJ�FRVWV�DQG�
EHQHILWV 

· 2UDO�DQG�ZULWWHQ�FRPPXQLFDWLRQ�VNLOOV�–�([SUHVV�RSLQLRQ�DQG�FRQYH\�LQIRUPDWLRQ�
HIIHFWLYHO\�DQG�HIILFLHQWO\�WR�RWKHUV�E\�XVLQJ�SURILFLHQW�YHUEDO�DQG�QRQYHUEDO�
FRPPXQLFDWLRQ�VNLOOV 

· 'HGXFWLYH�UHDVRQLQJ�DELOLWLHV�–�$ELOLW\�WR�DSSO\�JHQHUDO�UXOHV�WR�VROYH�SUREOHPV�DQG�ILQG�
ORJLFDO�DQVZHUV 

· ,QGXFWLYH�UHDVRQLQJ�DELOLW\�–�$ELOLW\�WR�FRPELQH�SLHFHV�RI�LQIRUPDWLRQ�DQG�UHVHDUFK�
RXWFRPHV�WR�ILQG�UHODWLRQVKLSV�DQG�JHQHUDO�UXOHV�QHHGHG�WR�PDNH�D�FRQFOXVLRQ�DQG�VROYH�
D�SUREOHP 



 

· 0DWKHPDWLFDO�UHDVRQLQJ�DELOLW\�–�$ELOLW\�WR�FKRRVH�DQG�XVH�SURSHU�PDWKHPDWLFDO�PHWKRGV�
RU�IRUPXODV�WR�VROYH�D�SUREOHP� 

· 3UREOHP�VHQVLWLYLW\�DELOLW\�–�$ELOLW\�WR�ILJXUH�RXW�D�SUREOHP�RU�SRVVLELOLW\�RI�D�SRWHQWLDO�
SUREOHP� 

· ,QIRUPDWLRQ�RUGHULQJ�DELOLW\�–�$ELOLW\�WR�VHW�SULRULWLHV�DQG�DUUDQJH�DFWLYLWLHV�DQG�DFWLRQV�LQ�
D�FHUWDLQ�RUGHU�RU�SDWWHUQ�E\�XVLQJ�VSHFLILF�UXOHV 
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· 0DQDJH�GDLO\�RSHUDWLRQV�DQG�SURGXFWLRQ�E\�VFKHGXOLQJ�DQG�GLVWULEXWLQJ�ZRUN�DQG�
DFWLYLWLHV�WR�HDFK�VWDII��RUGHULQJ�IUHVK�LQJUHGLHQWV�DQG�HQVXULQJ�UDZ�PDWHULDO�TXDOLW\ 

· &RQWURO�DQG�DGMXVW�SURGXFWLRQ�WLPHOLQH�DQG�NHHS�GHDGOLQHV�WR�EXLOG�GHSHQGDELOLW\�ZLWK�
VXSSOLHUV�DQG�GLVWULEXWRUV 

· %XLOG�SURGXFWLRQ�SODQV�DQG�SUHSDUH�LPSURYHPHQW�WR�IXOILOO�5HG¶V�PLVVLRQ�DQG�YLVLRQ 

· 3UHSDUH�IRU�WKH�IXWXUH�EXVLQHVV�H[SDQVLRQ�EDVHG�RQ�WKH�H[SHFWHG�VDOHV�UHYHQXH�JURZWK�
UDWH� 

· )ROORZ�JRYHUQPHQW�UHJXODWLRQV�DERXW�IRRG�PDQXIDFWXULQJ�VWDQGDUGV�DQG�K\JLHQH�
VWDQGDUGV 

· (QVXUH�EDUEHFXH�VDXFH¶V�TXDOLW\�DQG�NHHS�WKH�TXDOLW\�FRQVLVWHQWO\�WR�VDWLVI\�FXVWRPHUV�
DQG�LQFUHDVH�FXVWRPHU�OR\DOW\ 

· 0RQLWRU���-���SURGXFWLRQ�HPSOR\HHV�DQG�RIIHU�UHZDUGV�DQG�FRPSHQVDWLRQ�WR�PRWLYDWH�
VWDII�DQG�HQKDQFH�SURGXFWLYLW\ 



 

· �,GHQWLI\�NH\�FRPSHWHQFLHV�DQG�GHYHORS�DQ�HPSOR\HH�WUDLQLQJ�SURJUDP�WR�SURYLGH�D�
FKDQFH�WR�JURZ�VNLOOV�DQG�DELOLWLHV 

· &KHFN�VRIWZDUH�DQG�V\VWHPV�DQG�HQVXUH�PDLQWHQDQFH�RI�PDFKLQHU\��SURGXFWLRQ�
HTXLSPHQW��DQG�IDFLOLWLHV�IRU�VPRRWK�EDUEHFXH�VDXFH�SURGXFWLRQ 

· 8QGHUVWDQG�DGYDQWDJHV�DQG�GLVDGYDQWDJHV�RI�FXUUHQW�WHFKQRORJ\�DQG�WRROV��DQG�
H[DPLQH�QHZ�WHFKQRORJ\�GHYHORSPHQW�WR�JUDE�D�FKDQFH�WR�LPSURYH�SURGXFWLYLW\ 

· $YRLG�GLVFULPLQDWLRQ�DQG�HQVXUH�WR�NHHS�WKH�$JH�'LVFULPLQDWLRQ�LQ�(PSOR\PHQW�$FW�
�$'('��DQG�WKH�$PHULFDQV�ZLWK�'LVDELOLWLHV�$FW��$'$��LQ�WKH�ZRUN�SODFH 

· )ROORZ�WKH�2FFXSDWLRQDO�6DIHW\�DQG�+HDOWK�$GPLQLVWUDWLRQ��26+$��DQG�KHDOWK�DQG�VDIHW\�
OHJLVODWLRQ�DQG�SROLF\�WR�DVVXUH�D�VDIH�DQG�KHDOWKIXO�ZRUNSODFH�ZLWK�VDIHW\�IDFLOLWLHV�DQG�
WUDLQLQJ 

 



 

 



 
 



 

 



 

 



 

 



 

 
 



 

 
 

 

 



 

 

 







 

Two Visions, Two Strategies 

 

Keaton’s and Kerri’s visions have the common goal to expand Red’s Bar-b-Cue sauce, yet they 

vary in execution. When evaluating Keaton’s and Kerri’s products, it is essential we do not 

assume the consumers will be the same for both products. An effective target market for 

Keaton’s product may fail drastically for Kerri’s, and vice versa. Therefore, we must strategically 

assess the marketing for them both independently.  

Target Market 

 

Keaton’s primary target market is the culinary curious, price-sensitive middle class 

individual in the Southeastern United States. Culturally, they have grown up in a world of classic 

barbecue sauces, but are not afraid to venture away from the heavily dominant big name 

brands. A curious mindset compacted with a likeness 

for spicy flavor will be ideal target consumers. In the 

kitchen, these individuals are interested in using 

distinctive flavors to give off the perception that they 

have tried harder without actually doing so. These 

consumers will primarily use the product on a frequent 

basis, and due to the spicy nature of the sauce it is not 

limited to only the barbecue setting. 

 

Kerri’s primary target market is middle to upper class, young working professionals in 

the Southeastern United States. Similar to Keaton’s segment, these consumers are 

adventurous and passionate in their culinary practices and unafraid to try a new brand. Since 



 

they are working professionals, the customers are time starved. While they want to be hip and 

trendy, they have little time to cook. This time starved segment is socially responsible: the 

products they primarily consume are natural or organic, sustainable, and have an interesting 

story that the customer will want to tell. They are seeking higher quality goods and do not mind 

paying a higher price to get it.  

Value Proposition 

 

 “Spicier flavor, greater quality, for the same low cost.” , Keaton’s value proposition is more for 

the same. According to case research, Keaton thought that a high quality, but standard 

priced barbecue sauce was the way to go. The spicy barbecue is greater quality than the 

competitors, yet is priced similarly. This will allow Keaton’s product to compete in the price 

sensitive target market. The customer will look at Red’s and Sweet Baby Ray’s side by side and 

make the decision to buy Red’s due to the higher quality for the same price.  

 

“A story worth tasting.” Kerri’s value proposition is more for more. Kerri envisions Red’s Bar-b-

Cue sauce as a specialty item. By placing the product at a higher price, she can maintain the 

highest quality barbecue sauce in the market. This priority allows Kerri to maintain the rich flavor 

and the rich history of Red’s through her mission of pairing “tradition and tomorrow.” Kerri sees 

Red’s Bar-b-Cue sauce as an experience that customers will buy into and be blown away. 

Customers will forget about the price as soon as the sauce touches their tongue.  

Positioning Statement 

 

 

“To the everyday cook looking for not so everyday flavor at a normal cost, Red’s Bar-b-Cue 

sauce is spicy in flavor and rich in tradition and quality.”  This is Keaton’s positioning statement 



 

for his vision of Red’s Bar-b-Cue sauce. His target segment and need is the price sensitive cook 

that looks to add distinct flavors to simple dishes. The point of difference for Keaton is the kick 

to the tongue and the tradition of Red’s Bar-b-Cue sauce. This point of differentiation is a factor 

that will make Red’s Bar-b-Cue sauce stand out from the competitors when marketed 

effectively.  

 

Kerri’s positioning statement is “ To the young, energetic, working professional who 

wants a sauce as daring as they are, Red’s Bar-b-Cue is a variety of sauces that tell the four 

stories of The Smoky Mountains through high quality flavors in an effort to be sustainable.” The 

major difference between Keaton and Kerri is the target market and the point of differentiation. 

Kerri’s primary market is the high-price point culinary adventurer. Her major point of 

differentiation is the high quality ingredients, variety of colorful tasty flavors, and the efforts to be 

sustainable while making barbecue sauce an experience good.   

 

The young working professionals in the Southeastern United States are a diverse group of 

people. We see an opportunity for Kerri to further segment her sauces in the Southeastern 

region. In the case, Kerri talks about multiple sauces and multiple colors. Kerri could possibly 

showcase four different demographic segments through four different flavors, stories, and 

possibly character hooks. Each recipe could be catered to traditional cultural flavor. Each 

magical realism story could be aimed specifically at a certain demographic. This may be a 

sauce aimed towards personally interacting with Native Americans, African Americans, 

Caucasians, or even a traveling immigrant. In the case, Kerri says that she “sees barbecue 

sauce more for the potential personal experience they can create.” Kerri can use magical 

realism to make the sauce a fun and memorable personal experience that reaches the diverse 

Southeastern region.  



 

Product Positioning Map 

The product-positioning map shown above is based off of price and quality; the brands 

are scaled to represent their market share. As you can see looking at the product-positioning 

map above, Kerri and Keaton are positioned differently. Keaton is priced similar to competitors 

with the quality remaining high. This is the only product in this position compared to 

competitors. This may be a sign that Keaton has found a niche that will lead to a successful 

product launch by having a higher quality product at the same price. Yet, this is a trend that 

many other giants have noticed as well. According to Clark Wolf of Forbes, Kraft, another 

barbecue giant, has begun switching out clever chemicals for natural ingredients. This may 

serve as a threat to Keaton in “finding green grass underneath the giants.”  



 

Kerri is positioned in the high price and high quality quadrant. This is because Kerri 

envisions Red’s Bar-b-Cue Sauce as a specialty item. Kerri’s up-scale health-conscious 

customers are willing and able to purchase the product for the extra value they receive. 

Selecting Distribution Channels: 

 

After having found our place in the consumers mind, it is important to discover how we are 

going to get Red’s physically in their hands. Based on the given information, the major 

distribution decision is between hiring either a wholesale distributor or a broker- both strategies 

that would place us in different areas of the market. 

In making this decision, we are going to analyze the overall benefits of each avenue, compare 

that to the goals of both Keaton and Kerri, and match that with possible retail partnerships and 

their brands. This will allow us to make the most appropriate decision for Red’s Bar-b-Cue, and 

to create as much brand equity for the companies that Red’s Bar-b-Cue partners with. 

Wholesale Distributor 

 

Wholesaling is the process of hiring a third party company to purchase Red’s barbecue sauce 

that will use specialized marketing and an expertise in the distribution industry to sell to retailers 

in the Southeastern United States. Essentially, wholesalers are well versed in the food retail 

industry and would be able to take the inventory from Red’s Bar-b-Cue, add a margin to it, and 

sell directly to grocery stores. With this business decision, there are a large multitude of factors 

that play into wholesaling as a possible choice for Keaton and Kerri. 

(+) Highly Specified: When working with wholesale distributors, one of the major benefits is that 

they can be specialized within a specific aspect of an industry. At the bare minimum, Red’s Bar-



 

b-Cue would be able to partner with a distributor that works within food service, but there are 

also distributors that specialize in the sauce industry as well. Companies like Hot Shots 

Distributing (hotshotshotsauce.com) are able to provide market and industry knowledge in 

distributing specific sauces that will provide leverage when selling to retailers.   

(+) Leads to a Large Market: Wholesaler distributors are known for their ability to cover a larger 

market quicker than you could with alternative options. Being able to scale quickly and efficiently 

can provide a swift capture of the market and enable a manufacturer to get brand exposure to 

their customer segment. 

(+) Less Liability: An additional differentiator of wholesale distributors is that they actually 

purchase the product from the manufacturer, and will then sell that product to retailers. By 

purchasing the product, they effectively take the liability of the good from the manufacturer, and 

will have more investment in the product. From the manufacturer’s perspective, it can provide a 

peace of mind knowing that their distributor will be more motivated to sell the product if it has 

been purchased. 

(-) Higher Cost: When working with wholesale distributors, traditionally they are more expensive. 

Within the scope of this situation, we see in the terms of training costs. Distributors are handling 

a wide product line, and learning the processes and shipping to their retailers can be a complex 

process. Another major cost to consider is the cost of mark ups. This mark-up cost effects the 

overall retail price, and has lasting impressions on the Red’s Bar-b-Cue sauce brand. Such 

pricing concerns may also affect the way that retailers view Red’s, and their own retail brand 

when facing consumers. 

(-) Can be “Eaten” in the Market: Wholesale distributors carry large amounts of products within a 

specified industry, which can result in distribution for major competitors in the same industry. By 

being a smaller brand, it is natural to assume that retailers will purchase less of the product, and 



 

by bundling yourself with major brands, the product has the possibility to be forgotten on the 

product line.  

(-) Weaker control of Marketing: As with many distribution tactics, by using a third party Red’s 

will have significantly less control of the way that the product marketed and sold to consumers.   

Wholesale Broker 

 

Wholesale brokers, unlike distributors are a more local approach to distribution channels and 

act as middle men between retailers and manufacturers. They will begin by selling and 

promoting a product from the manufacturer to retailers, and aid in the relationship building of 

these two anchors. This more personalized approach has many benefits as well: 

(+) Personal Relationships: Brokers act as both personal sellers to retailers and confidants in 

manufacturers. While working with the manufacturers, they are entrusted to effectively sell to 

retailers, and the personal relationship and promise can grow through time. For some 

companies, it makes sense to have one major point of contact that they can trust to help run 

their distribution. 

(+) Covers Local Area: Unlike wholesale distributors, brokers are more likely to cover a smaller 

area. By covering a small region, brokers are able to have a stronger understanding of their 

geography and develop relationships locally as we discussed earlier. This “Local” touch can 

provide expertise for a new business. 

(-) More Liability: A major caution for hiring a broker is that they are not purchasing or holding 

the product at any time. Any inventory management falls on the shoulders of the manufacturer 

and the retailer once the transaction is complete. The manufacturer needs to be worried about 

expiration dates, moving inventory, and storage costs.  



 

(-) No Full Market Knowledge: Similar to warehouse distributors, because the company is giving 

up its ability to personally sell directly to retailers, they are losing a slight edge in their ability to 

market their product. On top of an educational fee, brokers usually carry a vast array of 

products, and getting them to sell the extensive information on your specific product can be 

difficult and costly. 

Distribution for Red’s Bar-b-Cue Sauce 

 

With one of Keaton’s next major strategies being finding a strategic distributor, we first must 

look at what factors seemed most attractive to him as far as vision of the product within retail. 

After having received information from Keaton, we found that two of his biggest goals are as 

follows: 

1. To create a “high-quality but standard barbecue sauce” 

2. That “it was more profitable to give many people a bit more of the taste quality…than to 

treat to a much smaller market.” 

Based off of these two direct quotes we can deduct a great deal of information. Keaton is 

looking to create a commodity sauce, and also seeks to market that brand larger than just a 

secluded market segment. With that being said, Keaton has also made reference to the fact that 

he wants to keep distribution local for the time being, so he does not currently have any desire 

to go national.  

From our research and cross-referencing with Keaton’s interests in the sauce, we believe that 

the better decision for Keaton is to go with a wholesale distributor. Due to the fact that Keaton is 

selling a commodity good, he is going to need a distributor that is well versed in the sauce 

industry and can effectively market his product along similar products. While the fear of being 

“eaten” up is one to consider, we believe that we can make up for this by utilizing price 



 

promotions within retailers to generate a sizable demand for the product and establish itself on a 

distributor’s product line. Additionally, by choosing to work with distributors, Keaton is opening 

an opportunity for scalability, should the project see success. Distributors have ample resources 

to expand their efforts, and should Red’s want to take more of the market in the Southeastern 

United States, they can do so.  

For Kerri, we believe that the better choice would be to choose the broker approach. 

Kerri’s vision is more focused on creating an experience for local customers, and to avoid by all 

means being “one more brick in the wall of hot sauce on the shelf of a Wal-Mart.” With an 

emphasis on local consumers and differentiation, we have found that a broker would be able to 

provide stronger relationships to Red’s and their retailers, and to cover almost entirely the 

desired market segment. While there may be less of an emphasis on market knowledge, Kerri’s 

product will have a natural tendency to sell itself based on its unique factors: color, flavor, and 

the stories behind it. 

Finding the Right Retailer 

 

For Keaton, who is selling Red’s Bar-b-Cue Sauce as a commodity item, we saw it fit to 

implement his product primarily within supermarkets. Supermarkets are larger stores, selling low 

margins with high volumes of goods. This aligns with many of the ideals that Keaton outlined. 

We would be able to reach a large market due to the large flux of consumers at this sort of 

retailer. Low margins also benefit commodity goods like Keaton’s because we can keep prices 

low, and continue our value proposition of offering more quality for the same price. Finally, 

supermarkets also provide a vast array of options for promotion, such as price promotion and in-

store advertising that would allow Keaton to differentiate his product. 

 



 

With Kerri’s product being focused on a consumer experience, we’ve found her line of barbecue 

sauce would best be placed in specialty stores. Specialty stores provide a smaller selection of 

products, but have a vast array of options within that product line. By leveraging a smaller 

product line, Kerri would be able to target her customer segment that is looking for high quality 

products. It is also important to note that specialty stores are rapidly becoming more successful 

as people are searching for more quality in their purchases. This retail choice would be able to 

effectively reach Kerri’s target market, and develop strong partnerships with a growing retail 

strategy. 

Pricing 

 

Pricing is a key tool for creating and capturing customer value. When considering the pricing of 

Red’s Bar-b-Cue sauce, Keaton and Kerri have two different strategies. Keaton wants to be able 

to compete with the huge competitors in his target market while giving more quality for same 

price. Therefore, Keaton’s strategy is good-value customer value-based pricing. Keaton is 

offering the right combination of quality and service for a fair price. This pricing strategy will 

allow Keaton to redesign traditional approaches of barbecue sauce products. Keaton’s 

barbecue sauce will have customer-perceived value greater than competitors for the same 

price. 

 

Kerri’s pricing strategy is value-added customer value-based pricing. Kerri’s target 

market is the customer that is willing to pay more money for more value. Kerri’s target market 

values locally grown, organic, natural, and sustainable products with a personalized experience. 

Kerri’s plan to make a high quality barbecue sauce with a story differentiates her product and 

supports the higher prices. The buyer’s perception of the product is the key component driving 



 

the higher price. Price signals quality to new customers, which will drive an increase in the 

target customer base interested in higher quality for a higher price.  

 

A product must be able to adjust to changes in the market. Two separate pricing strategies 

create different risks associated with price and demand.  Understanding the risk of price 

elasticity is important factor in ensuring long-term success of product launches. Keaton’s 

product is likely to be more elastic in comparison to Kerri’s, and so a small change in 

price will lead to a greater change in demand. Keaton’s product is a commodity item that has 

many competitors. His target market is specifically price sensitive and will buy the cheaper 

alternatives when given the choice. In Kerri’s case, her product is a specialty item that has fewer 

competitors. Kerri’s target market is less price sensitive, a small change in price will result in a 

smaller change in demand in comparison to Keaton’s. Due to this, it is important to look at 

different price promotional strategies for each product. 

 

When looking at Keaton and Kerri’s products, price promotion is more important for Keaton’s 

products.  Keaton’s target market is extremely price-sensitive. While Keaton differentiates in 

the flavor of his product, he still has many competitors with major brand recognition. By adding a 

price promotion, the price sensitive customer that normally buys Sweet Baby Ray’s, may try 

Red’s Bar-b-Cue Sauce for the first time. This is the idea of price elasticity that was discussed 

above. This price promotion serves as a foot in the door for Red’s Bar-b-Cue sauce.  After the 

promotion ends and prices are matched across the board, Red’s Bar-b-Cue Sauce will have 

created a number of new and loyal customers. 

 

In comparison, Kerri’s price promotion will not work like this due to her less elastic target market 

that is willing to pay a higher price for higher quality. By adding a price promotion, this may 



 

increase short-term sales. Yet, Kerri will likely hurt the brand equity and long-term profit of the 

product. The customer may perceive the product as lesser quality and will only buy the product 

when it is on sale. Price promotion will likely work for Keaton, but this strategy will not work for 

Kerri.  

 

An interesting pricing strategy for Kerri is price bundling. We see an opportunity for Kerri to sell 

four different sauces with four different colors, and four different stories packaged in one final 

product. This product would be an exciting way for customers to receive the entire experience of 

The Smokey Mountains and Red’s Bar-b-Cue Sauce. They would be able to try four different 

flavors for one final price. Price bundling would meet her target market that is interested in 

culinary adventures, is not price-sensitive, and enjoys a storied brand. This is a chance for Kerri 

to be creative in her packaging of the products; she can have the story of Red’s Bar-b-Cue 

sauce on the outer package and an individual story for each flavorful sauce. We believe this is 

the type of experience that Kerri talks about in the case. It will allow her to keep the different 

colors of the barbecue sauces, use magical realism, and spread the tradition of Red’s Bar-b-

Cue Sauce as an experience good. 

Finding the Best Promotion 

 

Promoting Kerri’s and Keaton’s products is an essential segment in reaching their target market, 

creating brand equity, and developing long term profits for Red’s Bar-b-Cue. In today’s world of 

constant media and promotion, we are going to analyze the best way for Red’s Bar-b-Cue to 

reach those goals while developing relationships with their customers through an integrated 

marketing communications strategy.  We will begin by analyzing possible promotion avenues to 



 

pursue, and then cater those methods to Red’s strengths in a way to best promote the 

company. 

Five Major Strategies for Success 

 

Within promotion, there are five major strategies that can be pursued in order to develop 

product awareness. Each of them has their own set of strengths and weaknesses that can help 

give off a specific brand to target segments. By strategically choosing from these five, we can 

promote Red’s Bar-b-Cue to the Southeastern United States. 

 

Advertising: Advertising is a form of paid promotion that is sponsored by a company, allowing 

them to deliver their value proposition and persuade a target market to engage with their brand. 

Advertising is one of the most classic ways to reach a large market quickly. As cited by the 

Harvard Business School, advertising develops long term profitability for products. Today, 

advertising can happen in many more ways than just a print or TV advertisement. With the 

creation of social media and digital platforms, there is a vast array of ways to advertise a 

product. However, advertising can be costly, and it is difficult to see immediate jumps in sales 

for many companies. 

We recommend that Kerri implement lower cost, digital advertisements on Pinterest and 

other social medias to best reach time starved “foodies”. By starting with advertising on 

social media, Kerri can deliver her message to her exact target market: the working professional 

with a limited amount of time and a passion for cooking. Kerri can post recipes that partner with 

her sauces, and direct these ads at a specific geographic and demographic segment. This 

strategy is non-invasive, personal, and positions Kerri’s sauces away from many of the branded 

competitors.  



 

Starting with Pinterest, Kerri is able to spend less than she would with TV and print advertising, 

and she is able to better target her market directly. Additionally, a consumer can be redirected 

back to Red’s website from Pinterest, increasing click through rates and continuing the 

consumer life cycle with the brand.  

 

Sales Promotion: Sales promotion is centered on creating short term incentives to purchase 

from a company. This is where we see discounts, pricing promotion, and coupons.  For a brand 

that is trying to penetrate a commodity market, this can be an effective way to differentiate 

yourself by price point. 

 

For Kerri, we do not recommend utilizing sales promotion. With her value proposition 

fitting in the more for more position, using sales promotion can “cheapen” a brand in the 

customers mind and fail to promote long term profits. With her magical realism and customer 

experience being her product differentiator, sales promotion can confuse the price for a lack of 

quality. 



 

Personal Selling: Personal selling uses a company’s sales division to directly promote a product 

or service. This can be very effective when building customer relationships and understanding 

more of what your market wants out of a product. 

 

Due to sheer costs from hiring and maintaining a sales department, we do not think this 

avenue of promotion is worth pursuing. While this is one of the most personal methods 

of promotion, it can be very costly. Hiring and training a salesforce is expensive, and it must be 

considered before proceeding with this option.  

 

Public Relations: Public Relations involves the indirect promotion of a brand. This can many 

times be seen as either press releases, news stories, or sponsorships for events. Public 

Relations is unique in the fact that it comes across as more natural than advertising. Public 

Relations has a very strong potential in the digital world with news and articles continually at our 

fingertips. 

 

Kerri has enormous potential to give back to the community and be a brand that cares. 

By applying much of her promotional efforts in public relations, Red’s barbecue sauce will give a 

personal appeal that will help Kerri build the brand as one of being sustainable, friendly, and 

local. While advertising will be the first impression, public relations will allow us to build the 

actual personality of the company.  

 

We see this being done through strategic sponsorship with local barbecue festivals and blogs in 

the Southeastern United States. One example of a local festival to partner with is the Memphis 

in May festival located in Memphis, Tennessee. Their mission is “a 501-C(3) not-for-profit, 



 

community-based organization that contributes to the economic growth of the community, 

fosters civic pride, promotes awareness of Memphis heritage and builds international 

relationships.” With roots in sustainability and local story telling, this sponsorship is a great 

opportunity for Kerri to promote her brand within a market that is likeminded. Additionally, blogs 

like Grill Girl’s “Barbecue Master” (http://barbequemaster.blogspot.com) have potential to create 

brand ambassadors for Kerri’s product with little cost incurred. 

 

Direct Marketing: Direct marketing is the most personalized digital strategy to reach a customer 

segment. Today, we see trend in personalized digital marketing by utilizing data from 

consumers and an individual’s personal preferences in the form of social interaction. 

 

With Kerri’s target segment being the time-starved working professional, we can save 

Kerri’s market time and avoid disrupting their day through direct marketing. A major way 

that this can be done is by educating the consumer. Kerri has a great opportunity in the fact that 

building an experience with food has opportunities in not only the product, but recipes as well. 

One way this could be done is by offering recipes that fit the respective sauce bought by the 

individual, and teaching them about other great ways to use Red’s barbecue sauce in their busy 

day. Our recommendation is to do this through an email marketing and utilizing Pinterest and 

social media once again. Platforms like Mail Chimp and Salesforce Marketing Cloud provide 

options for small businesses to use purchasing data to create highly personalized emails. This 

strategy creates a personal experience with the user, and makes Red’s seem more human as a 

company.  

 

Comparing that to Keaton, we shift from the buying experience to more of a commodity 

focused IMC. Keaton is less concerned with making people experience the brand in a personal 



 

way. Therefore, avenues like direct marketing can be costly and ineffective. Advertising would 

also prove to be ineffective, as they would be competing with the budgets of major sauce 

brands with much larger budgets devoted to marketing. Avenues like sales promotion might 

prove to be more effective, as it would tie in with Keaton’s pricing strategy, and allow him to 

undercut the price-sensitive market. The one unifying strategy between Kerri and Keaton is 

public relations. Public relations still would prove to aid Keaton, as it is unpaid promotion, and 

he could find ways to generate a buzz around his brand as a competitor to the big name 

barbecue giants. Also, push marketing and in-store advertising are an avenue that will keep the 

brand equity up over the long term. 

Developing the Face of Red’s Barbecue Sauce: Painting the Picture 

 

The Customer Lifecycle: Choose your story 

 

 

Red’s emphasis on creating value for their customer is no different when communicating 

through promotion. We recommend that Red’s stays true to their nature and uses 

communication tools that make the consumer feel like they are sitting in the restaurant, hearing 

the stories of each sauce directly from Red.  

 

To achieve this voice in communication, we recommend a consistent layout, word hook, 

and a character hook. By utilizing all three of these strategies, we can create an in-depth 

personality behind Red’s and allow the consumer to build a relationship with the brand.  

A consistent layout will give brand cohesiveness across the promotion platforms of the IMC and 

allow the consumer to recognize the product when they are interacting with it. Though Kerri is 

introducing a line of new products, we can still keep several design consistencies across the 



 

flavors so that we can recognize it as one cohesive brand. Things like heavy imagery of The 

Smoky Mountains, a base color palette (we have chosen greys and blacks), two basic fonts, 

and similar diction allow the consumer to recognize each product as a part of something 

greater. This will play true to the promotion as well- they will focus on showcasing the products 

and barbeque recipes using the same design. Each product will be differentiated with the 

specific design details such as each individual story. This will be done through the physical 

story, color of the label/sauce, and the character hook image. 

 

For a word hook, we recommend this option in order to deliver a quick value proposition and 

allow the consumer to understand the personality behind Red’s Bar-b-cue Sauce. The hook 

could be as simple as the value proposition, “A story worth tasting”. Most competitors in the 

industry will have a word hook, but where Red’s Bar-b-cue can differentiate with Kerri’s product 

is by tying the stories in the product with their word hook stated above. By creating these brand 

ties, the consumer will be able to comprehend the product message and the promotion as one 

unified image. 

 

The recommended character hook provides a vehicle for Kerri’s Magical Realism strategy. By 

creating a character for each of her products, Kerri has the opportunity to develop the different 

cultures surrounding The Smoky Mountains. With family history at the epicenter of Red’s Bar-b-

cue values, her interest in the Native American Community, and her newly developed smoky 

flavor, we developed four characters to identify with: Red, Mama, Chief, and Wanderer.  

Consumers can identify with each story- whether it be with the sweet honey barbecue from 

mama and her family, or with the smoky mystery behind Wanderer. This allows the Magical 

Realism to shine through the consumer and further develop the customer experience. 



 

Connecting the IMC to consumer experience 

 

With all of the strategies laid out, we want to provide you with a visual representation of the 

customer experience within the Red’s Bar-B-Cue brand. The core of the IMC is the website, 

which will unite all of the different promotion strategies, as well as provide avenues for Kerri’s 

target segment to engage with the brand via social media, e-mail subscriptions, and product 

stories.  

 

The website will be centered on the idea of Magical Realism, product variety, and color as they 

are amongst the most valued characteristics by Kerri. When the user first visits the page, they 

will immediately see the logo, work hook, and each of the four flavor options. This allows the 

consumer to quickly understand the company. Additionally, at the tool bar there will be a tab 

called “Contact” (Social Media and Inquiry), an “About” tab (More on the company’s story), and 

a “What’s Next” button, which we will explain further in a moment. 

Following the first impression, they are next instructed to interact with the brand by clicking one 

of the four major sauces. Here, we are able to engage with our consumer. They will dive deeper 

into the Magical Realism of Kerri’s characters and their respective story. While on this page, the 

user will also be able to click onto a Pinterest page that has recipes to complement each flavor. 

At the bottom of each of these pages, there will be a button titled “What’s Next?” 

 

What is “What’s Next?” 

 

“What’s Next” is going to be an avenue for Kerri to promote her value of sustainability, as well 

as engage heavily with consumers. “What’s Next” seeks to answer the question:  



 

 

What happens to your bottle of Red’s Bar-b-Cue after you’re done using it?  

 

This project will ask customers to share their ideas of how to best use their bottles of Red’s for 

the purpose of recycling the bottle. For some, that may be creating a pot for their new herbs and 

spices, or maybe it is used as a jar again for homemade jams. Here, the consumer is able to tell 

their own story, and show the things that they care about. It opens a direct line to passions that 

align with Red’s Bar-b-Cue: family, cooking, and quality. Red’s is seeking to give their family 

secrets and stories to the customer, and “What’s Next” is a way for the consumer to welcome us 

back to their homes and share their stories. 

 

We recommend a high quality bottle to fit the brand of the product, so something like a mason 

jar would be fitting for an effort like this. Using a high quality package for the product makes 

consumers less likely to throw it out. By making this idea public, Red’s is provoking creativity 

and engagement from their customers, all while promoting themselves as a brand that cares 

about the lifecycle of their product. 

 

Potential to go viral with this campaign is plausible, due to the fact that it promotes sustainability 

of the sauces, which is a topic that is expected to be amongst the top 10 food trends in the 

United States according to restaurants.org. Even the working, time limited professional 

acknowledges that sustainability is important. This viral campaign, partnered with the promotion 

strategies and customer experience will be able to paint a full picture of Red’s as being caring, 

delicious, and sustainable. 

 



 



 



 

Telling the Red’s Story at Home 

 

We see this viral marketing style as a cycle. First, the customer goes to the website and 

decides to read the magical realism story behind one of the sauces that interests them. While 

reading this story, the customer sees an idea for a spicy pulled pork barbecue and slaw combo 

in the suggested recipes. The customer loves slaw on their pork barbecue and decides to 

order the product from the website or pick it up in store. They cook the recipe using Red’s 

barbecue sauce and take it to a super bowl party.  At the party, people are blown away by the 

flavorful pork barbecue and want to know about the sauce. Luckily, the customer cleaned out 

the empty jars and replaced them with the slaw recipe from the website. The people at the 

party can read the magical realism story on the product and learn more about Red’s barbecue 

sauce.  Our customer posts a picture on his or her Facebook, Twitter, Instagram, and Pinterest 

and they tag Red’s barbecue sauce in their post and we are notified. Red’s marketing team 

can reply to this creative use of our product creating a one to one interaction with the 

customer. This whole experience will lead current customers to be creative in their 

sustainability practices, will maintain Red’s barbecue sauce positive brand image, and will 

develop future customers through this viral marketing experience. This is a cheap, fun, 

sustainable way to market to customers that embodies Kerri’s values.  
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UDWH�ZLOO�UHVXOW�LQ�D�������FRJV��7KH�DYHUDJH�FRJV�SHU�XQLW�EDVHG�RII�WKHVH�SULFHV�DQG�SHUFHQW�
DJHV�LV������� 



 

 
7KH�RWKHU�WZR�RSWLRQV�VWHP�IURP�D�GHFLVLRQ�WR�LQYHVW�LQ�QHZ�PDFKLQHU\�WKDW�ZLOO�KHOS�DXWRPDWH�
\RXU�ILOOLQJ�DQG�ERWWOLQJ�SURFHVV��&XUUHQWO\�RXU�WHDP�KDV�IRXQG�VRPH�DUHDV�RI�FRQFHUQ�WKDW�ZH�
ZLOO�H[SDQG�RQ�ODWHU�LQ�WKLV�UHSRUW�GHWDLOLQJ�WKH�VWDWH�RI�WKH�FRQWURO�RI�\RXU�SURFHVVHV��:LWK�WKLV�
LQYHVWPHQW�LQ�QHZHU��DQG�XSGDWHG��PDFKLQHU\�ZH�DUH�FRQILGHQW�\RXU�SURFHVVHV�ZLOO�VHH�OHVV�YDU�
LDWLRQ�DQG�UHVXOW�LQ�PRUH�VXFFHVV�RQ�NHHSLQJ�WKH�KLJK�VWDQGDUGV�RI�5HG¶V�EDUEHTXH�VDXFH��7KH�
PDFKLQHU\�ZLOO�FRVW����������DQG�ZLOO�DOVR�UHVXOW�LQ�D�VHFRQG�GHFLVLRQ�WR�EH�PDGH�RI�
ZKHWKHU�RU�QRW�WR�PDNH�D�VHFRQGDU\�LQYHVWPHQW�WKDW�ZLOO�KHOS�XWLOL]H�WKH�PDFKLQHU\�ZLWK�EHWWHU�
WUDLQLQJ�DQG�SURFHVVHV�WR�PD[LPL]H�WKH�PDFKLQH¶V�YDOXH�IRU�����������,I�\RX�GHFLGH�WR�PDNH�
WKH�PDFKLQHU\�LQYHVWPHQW��EXW�QRW�WKH�DGGLWLRQDO�����������WKH�VXFFHVV�UDWH�ZLOO�EH�����DQG�D�
FRJV�RI�����FHQWV��DV�ZHOO�DV�D�IDLOXUH�UDWH�RI�����DQG�D�FRJV�RI������FHQWV��WKLV�GHFLVLRQ�ZLOO�
UHVXOW�LQ�DQ�DYHUDJH�FRJV�RI�����FHQWV��,I�\RX�PDNH�ERWK�LQYHVWPHQWV�\RXU�VXFFHVV�UDWH�MXPSV�WR�
����ZLWK�D�FRJV�RI�����FHQWV��DQG�D�IDLOXUH�UDWH�RI�����ZLWK�D�FRJV�LQ�WKDW�VFHQDULR�RI�����FHQWV��
7KH�DYHUDJH�FRVW�SHU�XQLW�ZLWK�ERWK�LQYHVWPHQWV�ZLOO�EH�����FHQWV�� 

 
7R�VXPPDUL]H�WKHUH�DUH���RSWLRQV�WR�FKRRVH�IURP�RXWOLQHG�EHORZ��:H�KDYH�DOVR�SXW�LQ�WKH�DS�
SHQGL[�WKH�SRVLWLYHV�DQG�QHJDWLYHV�IRU�HDFK�RSWLRQ�IRU�\RX�WR�ORRN�WKURXJK�DQG�HYDOXDWH�� 

 



 

 
$QDO\VLV�RI�&RVW 
 
7KH�VHFRQG�SLHFH�RI�RXU�DQDO\VLV�ZRUNHG�WR�SURMHFW�RXW�WKH�DFWXDO�FRVWV�DW�GLIIHUHQW�RUGHU�TXDQ�
WLWLHV��:H�ZRUNHG�WKURXJK�HDFK�RI�WKH�RSWLRQV�DQG�EXLOW�D�G\QDPLF�PRGHO�SLFWXUHG�LQ�WKH�DSSHQ�
GL[��7KH�ILUVW�VWHS�ZDV�WR�HVWLPDWH�WKH�FRVW�SHU�XQLW�PHQWLRQHG�LQ�WKH�SUHYLRXV�SDUDJUDSKV��DQG�
WKHQ�PXOWLSO\�WKDW�DJDLQVW�WKH�XQLWV�SURGXFHG��:H�VWDUWHG�ZLWK�WKH�EDVH�OLQH�RI�����������XQLWV�
ZKLFK�ZH�SURMHFWHG�IURP�RXU�ILQDQFLDO�UHSRUWV�IRU�\HDU���GHPDQG��)URP�KHUH�FDPH�DGGLWLRQDO�
FRVWV�ZH�IHOW�VKRXOG�EH�FRQVLGHUHG�ZKLFK�IHOO�LQWR�WKUHH�FDWH�
JRULHV��6DOHV�ORVW�WR�QHFHVVDU\�PDFKLQHU\�VHWXS�DQG�WUDLQLQJ��
PRQH\�VSHQW�RQ�DGGLWLRQDO�PDFKLQHU\��LQWHUQDO�TXDOLW\�DVVXU�
DQFH��7KH�PRQH\�VSHQW�RQ�DGGLWLRQDO�PDFKLQHU\�ZDV�WKH�
PRVW�VWUDLJKW�IRUZDUG�HVWLPDWH�EHFDXVH�ZH�NQRZ�WKH�PD�
FKLQH�FRVWV����������GROODUV��DV�ZHOO�DV�DQ�DGGLWLRQDO����������IRU�WKH�HQKDQFHG�HIILFLHQF\��
+RZHYHU��LW�ZDV�WKH�RWKHU�FRVWV�WKDW�ZH�IHOW�PDGH�D�ELJJHU�LPSDFW�RQ�RXU�HYHQWXDO�UHFRPPHQ�
GDWLRQ��,I�\RX�GR�SXUFKDVH�WKH�PDFKLQHV��WKHUH�ZLOO�EH�����GD\V�RI�ORVW�SURGXFWLYLW\�WR�DFFRXQW�
IRU��,W�WDNHV����GD\V�WR�JHW�WKH�ILQDQFLQJ�IRU�WKH�PDFKLQH�DV�ZHOO�DV�DQ�DGGLWLRQDO����WR�JR�
WKURXJK�VHW�XS��WUDLQLQJ�	�WHVW�UXQV��:H�FDPH�WR�WKH�FRQFOXVLRQ�WKDW�LI�\RX�SXUVXH�RSWLRQV�%�RU�
&�\RX�ZLOO�KDYH�DQ�RSSRUWXQLW\�FRVW�RI������������ZKLFK�LV�UHIOHFWHG�DERYH�� 

 
7KH�ILQDO�FRVW�ZH�FRQVLGHUHG�ZDV�WKH�ORVV�RI�EUDQG�HTXLW\�WKURXJK�WKH�RXWVRXUFLQJ�RI�WKH�VDXFH�
PDQXIDFWXULQJ��,QWHUQDO�TXDOLW\�DVVXUDQFH�
UHSUHVHQWV�WKH�ORVV�ZH�IHHO�5HG¶V�ZLOO�VHH�LI�
WKH\�RXWVRXUFH�WR�HLWKHU�6LHUUD�RU�'UDJRQ�
)RRGV��:H�WRRN�WKH�\HDU���GHPDQG�DQG�GL�
YLGHG�LW�E\�WKH�QXPEHU�RI�SXUFKDVHV�SHU�\HDU�
HDFK�FRQVXPHU��IURP�D�VWXG\�GRQH�RQ�\RXU�



 

SURGXFW��EX\V��:H�WKHQ�FDPH�WR�WKH�FRQFOXVLRQ�WKDW����RI�FRQVXPHUV�ZLOO�OHDYH�EHFDXVH�RI�D�
EDG�H[SHULHQFH�WKDW�PD\�KDYH�EHHQ�DYRLGHG�LI�\RX�KDG�PDGH�WKH�VDXFH�LQ-KRXVH��:H�WKHQ�WRRN�
WKDW�ORVW�FRQVXPHU�EDVH��ZKLFK�ZDV�������SHRSOH��DQG�PXOWLSOLHG�LW�E\�WKH�QXPEHU�RI�SXUFKDVHV�
SHU�\HDU�WKH\�PDNH��DV�ZHOO�DV�WKH�DYHUDJH�OHQJWK�RI�D�UHWDLO�FRQVXPHUV�OR\DOW\����\HDUV��7KLV�
JDYH�XV�WKH�WRWDO�QXPEHU�RI�SXUFKDVHV�HDFK�FRQVXPHU�PDNHV�DQG�IURP�WKDW�ZH�ZHUH�DEOH�WR�
GHWHUPLQH�WKDW�LI�RXW�VRXUFHG�\RX�ZRXOG�EH�ORVLQJ����������� 

 
$IWHU�IDFWRULQJ�LQ�DOO�RI�WKHVH�GLIIHUHQW�FRVWV�RXU�WHDP�EXLOW�D�GDWD�WDEOH�WR�VKRZ�\RX�WKH�GLIIHUHQW�
SULFHV�SHU�RSWLRQ��SHU�ERWWOH��EDVHG�XSRQ�GLIIHUHQW�FXPXODWLYH�RUGHU�TXDQWLWLHV��7KH�QH[W�SDJH�
GLVSOD\V�WKLV�JUDSK�FRQWDLQLQJ����GLIIHUHQW�RUGHU�TXDQWLWLHV��,Q�EROG�DUH�D�KDQGIXO�RI�PHDQLQJIXO�
TXDQWLWLHV�WKDW�ZH�XVHG�WR�PDNH�RXU�ILQDO�UHFRPPHQGDWLRQ�� 

 
7KH�ILUVW�PHDQLQJIXO�TXDQWLW\�LV������������WKLV�LV�WKH�SURMHFWHG�\HDU�RQH�GHPDQG�UDWH��DQG�DW�
WKDW�SRLQW�2SWLRQ�$�ZRXOG�EH�EHVW��7KH�IROORZLQJ�FKDUW�JRHV�RYHU�HDFK�EROGHG�TXDQWLW\��WKH�EHVW�
RSWLRQ�DW�WKDW�SRLQW��DQG�WKH�FRVW�SHU�ERWWOH�DW�WKDW�SRLQW�� 



 

 
$V�WKH�TXDQWLW\�JHWV�ODUJHU�WKURXJKRXW�WKH�\HDUV�WKH�EHVW�RSWLRQ�PRYHV�IURP����WR����WR�RSWLRQ���
RQFH�\RX�KLW�WKH�WRWDO�TXDQWLW\�SURGXFHG�GXULQJ�WKH���-\HDU�SHULRG�WKDW�ZH�DUH�HYDOXDWLQJ��:H�
IHHO�FRQILGHQW�IURP�WKHVH�UHVXOWV�WKDW�LW�ZDV�FOHDU�ZH�VKRXOG�SURGXFH�LQ-KRXVH��DQG�RXU�GHFLVLRQ�
ILUVW�ZDV�EHWZHHQ�RSWLRQ���RU�RSWLRQ���	����:H�EHOLHYH�LQ�WKH�SURGXFW�DQG�LWV�VWD\LQJ�SRZHU�LQ�
WKH�PDUNHW��DQG�LW�ZDV�EHFDXVH�RI�WKLV�WKDW�ZH�IHOW�RSWLRQ���ZDV�QRW�D�JRRG�LQYHVWPHQW�EHFDXVH�
LI�WKH�SURGXFW�GRHV�ZHOO�\RX�ULVN�ORVLQJ�RYHU�����FHQWV�SHU�ERWWOH�E\�\HDU�����)URP�WKHUH��ZH�HYDO�
XDWHG�RSWLRQV���	���DQG�XVHG�DSSHQGL[�GLDJUDPV����ZKLFK�VKRZ�WKH�WRWDO�FRVW�DQG�D�FDOFXODWLRQ�
ZH�GLG�WDNLQJ�WKH�WRWDO�FRVW�DW����PLOOLRQ�XQLWV�IRU�WKH�WZR�RSWLRQV��)URP�WKHUH�ZH�GLVFRXQWHG�WKLV�
YDOXH�EDFN�WR�SUHVHQW�YDOXH�DQG�IRXQG�WKDW�WKH����PLOOLRQ�LQ�WRWDO�FRVW�VDYLQJV�EHFRPHV�URXJKO\�
���������LQ�VDYLQJV�ZKLFK�ZH�IHOW�ZDV�HQRXJK�WR�IXQG�WKH����������RXWIORZ�ZKLOH�\RX�
ZRUN�WR�JURZ�WKLV�SURGXFW�� 

 
7KDW�LV�ZK\��DIWHU�FDUHIXO�FRQVLGHUDWLRQ��ZH�IHOW�YHU\�FRQILGHQW�LQ�UHFRPPHQGLQJ�WKDW�\RX�PRYH�
IRUZDUG�ZLWK�SURGXFLQJ�LQ-KRXVH�DQG�SXUFKDVLQJ�WKH�QHZ�HTXLSPHQW�DV�ZHOO�DV�PDNLQJ�WKH�
DGGLWLRQDO�LQYHVWPHQW�� 

3URGXFWLRQ�6FKHGXOH 
 
1HWZRUN�'LDJUDP�(YDOXDWLRQ 
 
2XU�WHDP�FUHDWHG�D�QHWZRUN�GLDJUDP�WR�LGHQWLI\�WKH�GLIIHUHQW�SDWKV�WKDW�5HG¶V�%DU-E-&XH�FDQ�
FKRRVH�WR�ILQLVK�WKH�SURMHFW��%DVHG�RQ�WKH�QHWZRUN�GLDJUDP��WKH�WLPH�QHHGHG�IRU�5HG¶V�WR�FRP�



 

SOHWH�WKH�SURMHFW�LV�����GD\V��2Q�DSSHQGL[�����\RX�FDQ�VHH�WKH�QHWZRUN�GLDJUDP��%\�DQDO\]LQJ�
WKH�URXWH�RI�DFWLYLWLHV�IURP�WKH�EHJLQQLQJ�WR�WKH�HQG�RI�WKH�QHWZRUN�GLDJUDP��RXU�WHDP�ZDV�DEOH�
WR�GHWHUPLQH�WKH�FULWLFDO�SDWK�RI�WKH�SURMHFW��,W�LV�LPSRUWDQW�WR�XQGHUVWDQG�WKH�FULWLFDO�SDWK�EH�
FDXVH�DQ\�GHOD\�LQ�WKLV�SDWK�ZRXOG�FDXVH�D�GHOD\�LQ�WKH�RYHUDOO�SURMHFW��6LQFH�WLPH�LV�FUXFLDO�LQ�
SURMHFW�VFKHGXOLQJ��WKH�PDQDJHU�PXVW�IRFXV�RQ�WKH�DFWLYLWLHV�WKDW�DUH�RQ�WKH�FULWLFDO�SDWK�DQG�GH�
YRWH�WKH�QHFHVVDU\�UHVRXUFHV�WR�WKHVH�DFWLYLWLHV�WR�HQVXUH�WKDW�WKH�SURMHFW�LV�FRPSOHWHG�RQ�WLPH��
%DVHG�RQ�WKH�LQIRUPDWLRQ�IURP�WKH�QHWZRUN�GLDJUDP��WKH�FULWLFDO�SDWK�ZRXOG�EH�DFWLYLW\�������������
��������������������������������������DQG�����(DFK�RI�WKHVH�DFWLYLWLHV�DUH�KLJKOLJKWHG�LQ�UHG�RQ�
WKH�GLDJUDPV�RQ�DSSHQGL[�����$Q\�RWKHU�DFWLYLW\�EHVLGHV�WKHVH�ZRXOG�FRQWDLQ�VODFN�ZKLFK�LV�
VKRZQ�DV�WKH�PLGGOH�QXPEHU�LQ�DQ\�RI�WKH�EODFN�UHFWDQJOHV��7KH�VODFN�DOORZV�WKH�PDQDJHU�WR�
GHOD\�FHUWDLQ�DFWLYLWLHV�ZLWKRXW�GHOD\LQJ�WKH�RYHUDOO�SURMHFW��6ODFN�DOVR�KHOSV�WKH�PDQDJHU�IL[�WKH�
VFKHGXOH�ZKHQ�XQH[SHFWHG�HYHQWV�RFFXU�WKDW�DIIHFW�WKH�SURMHFW��$FFRUGLQJ�WR�WKH�QHWZRUN�GLD�
JUDP��WKHUH�DUH�VL[�DFWLYLWLHV�WKDW�KDYH�VODFN��:LWK�DFWLYLW\���KDYLQJ�WKH�ODUJHVW�VODFN�DPRQJ�DOO�
DFWLYLWLHV�ZLWK�RI����GD\V��7KLV�VODFN�FRPHV�IURP�WKH�ODFN�RI�GHSHQGHQFH�RQ�WKLV�DFWLYLW\��
DQG�JLYHV�\RXU�WHDP�DPSOH�WLPH�WR�HLWKHU�H[SDQG�WKLV�DFWLYLW\�DQG�WDNH�D�GHHSHU�PDUNHW�VWXG\��
RU�SRVWSRQH�WKH�DFWLYLW\�WR�WKH�ODWH�VWDUW�GDWHV�WR�IRFXV�RQ�RWKHU�DFWLYLWLHV��6ODFN�ZLOO�JLYH�\RXU�
WHDP�WKH�RSSRUWXQLW\�WR�KDYH�VRPH�VD\�LQ�ZKLFK�DFWLYLWLHV�\RX�ZDQW�WR�IRFXV�WR�PDNH�VXUH�\RX�
DUH�QRW�KDYLQJ�WR�EDODQFH���RU���YHU\�LPSRUWDQW�DFWLYLWLHV�DW�WKH�VDPH�WLPH��8VLQJ�WKH�ODWH�VWDUW�
GDWHV�IRXQG�LQ�WKH�ERWWRP�RI�HDFK�UHFWDQJOH�WHOOV�\RX�WKH�ODWHVW�GDWH�\RX�DUH�DEOH�WR�VWDUW�WKH�DF�
WLYLW\�RQ�DQG�VWLOO�FRPSOHWH�LW�RQ�WLPH� 

,Q�WKH�DSSHQGL[����\RX�ZLOO�ILQG�D�VHFRQG�QHWZRUN�GLDJUDP�ZLWK�XSGDWHG�HVWLPDWHV�EDVHG�RQ�RS�
WLPLVWLF��PRVW�OLNHO\�	�SHVVLPLVWLF�WLPH�HVWLPDWHV��$V�\RX�VHH�WKH�H[SHFWHG�SURMHFW�WLPH�JURZV�WR�
����GD\V��ZKLFK�FXWV�LW�PXFK�FORVHU�WR�WKH�����GD\V��WKDW�\RX��.HDWRQ��ZRXOG�OLNH�WR�ILQLVK�WKH�
SURMHFW��7KH�FULWLFDO�SDWK�GRHV�VWD\�WKH�VDPH�IRU�WKLV�QHZ�GLDJUDP��KRZHYHU�WKHUH�DUH�VRPH�
VPDOO�VKLIWV�WKDW�RXU�WHDP�IHHOV�PRUH�FRQILGHQW�DERXW�SXWWLQJ�RXU�QDPH�EHKLQG� 



 

*DQWW�&KDUW 
 
$�*DQWW�FKDUW�LV�DQRWKHU�JUDSKLF�RXU�WHDP�XWLOL]HG�ZLWK�WKH�SXUSRVH�RI�DOORZLQJ�D�EHWWHU�XQ�
GHUVWDQGLQJ�RI�WKH�SURMHFW�DV�D�ZKROH��,W�SURYLGHV�D�FOHDU�YLVXDO�LQ�WKH�RUGHU�RI�WKH�DFWLYLWLHV��
DV�ZHOO�DV�ZKHQ�WKH�DFWLYLWLHV�WDNH�SODFH��+DYLQJ�D�*DQWW�FKDUW�LV�LPSRUWDQW�EHFDXVH�LW�DYRLGV�
FRQIXVLRQ�UHJDUGLQJ�WKH�RUGHU�RI�WKH�DFWLYLWLHV��DQG�LW�DOORZV�5HG¶V�WR�NHHS�WUDFN�RI�WKH�DFWLYLW\�
XQWLO�WKH�SURMHFW�LV�FRPSOHWH��,W�FDQ�DOVR�FODULI\�KRZ�WKH�DFWLYLWLHV�DUH�UHODWHG�WR�HDFK�RWKHU�
VLQFH�WKHUH�DUH�VRPH�DFWLYLWLHV�WKDW�FDQ�RQO\�EH�GRQH�DIWHU�FHUWDLQ�DFWLYLWLHV�DUH�FRPSOHWHG��
7KH�DFWLYLWLHV�DUH�YLVXDOO\�VKRZQ�E\�RUGHU�EDVHG�RQ�KRZ�WKH\�DUH�SRVLWLRQHG��7KHUH�DUH�DU�
URZV�SRLQWLQJ�IURP�WKH�DFWLYLW\�WKDW�QHHGV�WR�EH�FRPSOHWHG�EHIRUH�WKH�RWKHU�DFWLYLW\�FDQ�
EHJLQ��)RU�H[DPSOH��IRUHFDVWLQJ�FRQVXPHU�VDOHV�LQ�DFWLYLW\���FDQ�RQO\�EH�GRQH�DIWHU�WKH�DFWLY�
LW\�RI�FRQGXFWLQJ�PDUNHW�WHVW��LQ�DFWLYLW\����RU�HYDOXDWLQJ�PDUNHW�GDWD�LV�FRPSOHWH��$V�VKRZQ�
E\�WKH�*DQWW�FKDUW��WKHUH�DUH�DFWLYLWLHV�FULWLFDO�WR�WKH�SURMHFW��7KH�UHG�OLQHV�DUH�WKH�DFWLYLWLHV�
WKDW�QHHG�WR�EH�FRPSOHWHG�RQ�WLPH�RU�WKH�SURMHFW�ZLOO�EH�GHOD\HG��7KH�GDUN�EOXH�EDUV�LQ�WKH�
PLGGOH�RI�WKH�EDUV�VKRZV�WKH�SURJUHVV�RI�WKH�DFWLYLW\��,I�WKH�GDUN�EOXH�EDU�ILOOV�XS�WKH�EDU��WKHQ�
WKH�DFWLYLW\�KDV�EHHQ�FRPSOHWHG��%XW��LQ�WKH�FDVH�RI�DFWLYLW\�����WKH�GDUN�EOXH�EDU�RQO\�ILOOV�XS�
KDOI�RI�WKH�EDU��PHDQLQJ�WKDW�WKH�DFWLYLW\�LV�����FRPSOHWH��7KH�*DQWW�FKDUW�DOVR�LQIRUPV�WKH�
PDQDJHU�DERXW�WKH�WLPH�ZKHQ�WKH�UHVRXUFHV�QHHG�WR�EH�DOORFDWHG�RU�DQWLFLSDWHG��)RU�H[DP�
SOH��IDFWRU\�VWRFN�ZRXOG�EH�SURGXFHG�RQ�DFWLYLW\�����7KH�PDQDJHU�PXVW�SUHSDUH�WKH�PDWHULDOV�
EHIRUHKDQG��VR�ZKHQ�WKH�WLPH�FRPHV��WKHUH�ZRXOG�QRW�EH�D�GHOD\�LQ�WKH�DFWLYLW\�GXH�WR�WKH�
PDWHULDOV�QRW�EHLQJ�DYDLODEOH��7KH�XVH�RI�WKHVH�FKDUWV��DOEHLW�VLPSOH��FDQ�PDNH�DQ�HQRUPRXV�
GLIIHUHQFH�DQG�ZRUN�WR�HPSKDVLV�WKH�LPSRUWDQFH�RI�SODQQLQJ�DQG�VWD\LQJ�RQ�VFKHGXOH� 



 

 

(VWLPDWHG�7LPH 
 
:LWK�WKH�XSGDWHV�JLYHQ�UHJDUGLQJ�WKH�RSWLPLVWLF��PRVW�OLNHO\�DQG�SHVVLPLVWLF�WLPHV�IRU�WKH�SUR�
MHFW��ZH�GHULYHG�WKH�H[SHFWHG�WLPH�IRU�WKH�ZKROH�SURMHFW�WR�EH�����GD\V��7KH�FULWLFDO�SDWK�RI����
��������������������������������������������������LV�WKH�VDPH�DV�WKH�FULWLFDO�SDWK�GHULYHG�IURP�WKH�
WDEOH�LQ�H[KLELW����DQG�XVLQJ�WKLV�FULWLFDO�SDWK�ZH�ZHUH�DEOH�WR�XVH�WKH�H[SHFWHG�WLPH�IRUPXOD�WR�
ILQG�WKH�H[SHFWHG�WLPH�YDOXH�IRU�HDFK�RI�WKH�DFWLYLWLHV��8VLQJ�WKH�SHVVLPLVWLF�DQG�RSWLPLVWLF�
WLPHV�ZH�ZHUH�DEOH�WR�GHULYH�WKH�VWDQGDUG�GHYLDWLRQ�IRU�HDFK�RI�WKH�H[SHFWHG�YDOXHV��DQG�XV�
LQJ�WKH�VWDQGDUG�GHYLDWLRQ�ZHUH�DEOH�WR�GHULYH�WKH�YDULDQFH�RI�HDFK�DFWLYLW\�XVLQJ�WKH�WDEOH�RQ�
DSSHQGL[�����6XPPLQJ�XS�DOO�RI�WKH�YDULDQFHV�LQ�WKH�FULWLFDO�SDWK��ZH�IRXQG�WKH�WRWDO�YDULDQFH�
ZLWKLQ�WKH�FULWLFDO�SDWK�DQG�WDNLQJ�WKH�VTXDUH�URRW�RI�WKH�FULWLFDO�SDWK�ZH�ZHUH�DEOH�WR�GHULYH�WKH�
VWDQGDUG�GHYLDWLRQ�RI��������IRU�WKH�FULWLFDO�SDWK���8VLQJ�.HDWRQ¶V�WDUJHW�SURMHFW�OHQJWK�RI�
����GD\V��WKH�H[SHFWHG�WLPH�RI���������GD\V�DQG�VWDQGDUG�GHYLDWLRQ�RI��������WKH�SUREDELOLW\�
WKDW�WKH�SURMHFW�ZLOO�EH�FRPSOHWHG�E\�WKH�WDUJHW�GDWH�LV��������ZKHQ�DXWRPDWLQJ�WKH�SURFHVV�� 

 

(VWLPDWHG�7LPH�ZLWKRXW�$XWRPDWLRQ 
 
.HDWRQ�KDV�WR�PDNH�WKH�GHFLVLRQ�RI�ZKHWKHU�KH�ZRXOG�OLNH�WR�DXWRPDWH�WKH�SURFHVV��RU�NHHS�
WKH�SURFHVV�WKH�ZD\�LW�LV��$XWRPDWLQJ�WKH�SURFHVV�DGGV�RQ�DFWLYLWLHV����DQG�����ZKLFK�DUH�WKH�
DFTXLVLWLRQ�RI�WKH�PDFKLQHV�DQG�SURSHU�VWHSV�WR�HQVXUH�WKH�PDFKLQHV�DUH�UHDG\�WR�EH�XVHG�IRU�
SURGXFWLRQ��5HPRYLQJ�WKHVH�VWHSV�IURP�WKH�SURMHFW�VFKHGXOH�UHPRYHV�WKHVH�VWHSV�IURP�WKH�
FULWLFDO�SDWK��,I�DFWLYLWLHV����DQG����DUH�LQFOXGHG�LQ�WKH�VFKHGXOH�WKH\�DUH�WKH�SUHGHFHVVRUV�RI�
DFWLYLWLHV��������DQG����VR�WKH�UHPRYDO�RI�DFWLYLWLHV����DQG����ZRXOG�OLQN�DFWLYLW\����DQG�DFWLYLW\�
���WRJHWKHU��8VLQJ�WKH�QHZ�FULWLFDO�SDWK�RI�����������������������������������������������WKH�H[�



 

SHFWHG�WLPH�RI�WKLV�QHZ�FULWLFDO�SDWK�ZDV�GURSSHG�GRZQ�WR���������GD\V��DQG�WKH�VWDQGDUG�GHYL�
DWLRQ�GURSSHG�GRZQ�WR��������7KH�WDEOH�ZLWK�WKH�QXPEHUV�XVHG�WR�GHULYH�WKHVH�YDOXHV�LV�
LQ�DSSHQGL[�����7KURXJK�WKH�UHGXFWLRQ�RI�WKH�H[SHFWHG�WLPH�E\�����GD\V��WKH�SUREDELOLW\�WKDW�WKH�
SURMHFW�LV�FRPSOHWHG�LQ�WKH�WDUJHW�QXPEHU�RI�����GD\V�LV�������$FWLYLW\����ZDV�WKH�PDLQ�VRXUFH�
RI�YDULDWLRQ�DQG�WLPH�ZLWKLQ�WKH�FULWLFDO�SDWK��WKXV�UHPRYLQJ�WKDW�DFWLYLW\�EURXJKW�GRZQ�WKH�H[�
SHFWHG�WLPH�DQG�SURMHFW�VWDQGDUG�GHYLDWLRQ�GUDVWLFDOO\��+RZHYHU��DV�VWDWHG�HDUOLHU��HYHQ�ZLWK�WKH�
ORVW�SURGXFWLYLW\�RI�����GD\V�WKDW�ZH�WRRN�LQWR�FRQVLGHUDWLRQ��LQ�WKH�ORQJ�UXQ�QRW�RQO\�ZLOO�\RX�
KDYH�D�PXFK�KLJKHU�VXFFHVV�UDWH�RQ�WKH�SURGXFWLRQ�SURFHVV�JRLQJ�IURP�����WR������\RX�ZLOO�
DOVR�KDYH�D�PXFK�ORZHU�FRVW�SHU�ERWWOH�DV�\RX�PRYH�LQWR�WKH��WK�DQG��WK�\HDU�RI�SURGXFWLRQ�LI�PD�
FKLQHV�DUH�SXUFKDVHG� 

.HUUL�$QDO\VLV 
 
7KH�SURGXFWLRQ�VFKHGXOH�IRU�.HUUL¶V�SURMHFW�ZRXOG�EH�VLPLODU�WR�.HDWRQ¶V�SURMHFW�ZKHQ�WKH�SUR�
FHVV�ZDV�DXWRPDWHG��%HFDXVH�KHU�SURFHVVHV�DQG�SURGXFW�DUH�FRPSOHWHO\�VHSDUDWH�IURP�.HD�
WRQ¶V�SODQ�VKH�ZLOO�QHHG�WR�VWDUW�FRPSOHWHO\�IURP�VFUDWFK��7KHUH�LV�WKH�GHFLVLRQ�RQ�ZKHWKHU�RU�QRW�
.HUUL�ZDQWV�WR�DXWRPDWH�WKH�SURFHVV��LI�VKH�FKRRVHV�WR�DXWRPDWH�LW�VKH�ZLOO�KDYH�WR�DGMXVW�WKH�
VFKHGXOH�WR�DFFRXQW�IRU�WKH�SXUFKDVH�DQG�VHWXS�RI�HTXLSPHQW� 

3URFHVV�&RQWURO 
 

6WDWLVWLFDO�3URFHVV�&RQWURO�(YDOXDWLRQ 
 
6WDWLVWLFDO�SURFHVV�FRQWURO�LV�D�JUDSKLFDO�WRRO�WKDW�LV�XVHG�WR�GHWHUPLQH�LI�WKH�YDULDWLRQ�LQYROYHG�LQ�
WKH�SURFHVV�LV�GXH�WR�FRPPRQ�FDXVH��FRQGLWLRQV�WKDW�FDXVH�HYHU\GD\�YDULDWLRQ�ZLWKLQ�D�SURGXFW��
RU�LI�WKHUH�LV�VRPHWKLQJ�HOVH�FDXVLQJ�WKH�YDULDWLRQ�GXULQJ�WKH�SURGXFWLRQ��VSHFLDO�FDXVH��:KHQ�
ORRNLQJ�DW�WKH�UHDVRQ�IRU�WKH�YDULDWLRQ�ZLWKLQ�D�SURGXFW��LW�LV�LPSRUWDQW�WR�ORRN�DW�WKH�FKDUWV�WR�GH�



 

WHUPLQH�LI�WKH�FDXVH�LV�FRPPRQ�RU�VSHFLDO��'HSHQGLQJ�RQ�ZKDW�WKH�FDXVH�LV�FRQVLGHUHG��GLIIHUHQW�
DFWLRQV�ZLOO�QHHG�WR�EH�WDNHQ�LQ�RUGHU�WR�FUHDWH�D�EHQHILFLDO�UHVXOW�IURP�WKH�ILQGLQJV��,I�WKH�ZURQJ�
VWHS�LV�WDNHQ��FRPSDQ\�UHVRXUFHV�ZRXOG�EH�ZDVWHG�DQG�FRXOG�VHW�EDFN�WKH�FRPSDQ\�LQ�WKH�ORQJ�
UXQ� 

 
8VLQJ�WKH�UDQGRPO\�FKRVHQ�VDPSOH�IURP�WKH�WHVW�SURGXFWLRQ�UXQ�E\�.HDWRQ��ZH�ZHUH�JLYHQ�WKH�
ZHLJKW�RI���ERWWOHV�IURP����GLIIHUHQW�VDPSOHV��8VLQJ�WKH�DYHUDJHV�RI�WKH�PHDQV�IURP�HDFK�RI�WKH�
VDPSOHV��DV�ZHOO�DV�WKH�DYHUDJH�UDQJH�IURP�WKH����VDPSOHV�ZH�ZHUH�DEOH�WR�GHWHUPLQH�OLPLWV�
WKDW�ZHUH�DEOH�WR�KHOS�XV�GHWHUPLQH�ZKHWKHU�WKH�SURFHVVHV�ZHUH�LQ�FRQWURO�RU�QRW��7KURXJK�WKH�
DQDO\VLV�RI�WKH�FKDUWV�WKDW�ZHUH�FUHDWHG��LW�ZDV�GHWHUPLQHG�WKDW�WKH�SURFHVV�ZDV�QRW�LQ�FRQWURO��
)RU�WKH�[-EDU�FKDUW��DYDLODEOH�LQ�DSSHQGL[�����WKHUH�ZDV�D�FOHDU�SDWWHUQ�RFFXUULQJ�UHJDUGLQJ�WKH�
DYHUDJH�ZHLJKW�RI�HDFK�VDPSOH��$ORQJ�ZLWK�WKLV��IURP�VDPSOH���WR����WKHUH�ZDV�D�ELJ�GURS�LQ�WKH�
ZHLJKW�DQG�IURP���WR���WKHUH�ZDV�D�ELJ�JDLQ�LQ�ZHLJKW�RI�WKH�SURGXFW��7KHVH�OHDSV�DQG�GURSV�
ZHUH�RI�DERXW���VWDQGDUG�GHYLDWLRQV��7KLV�FKDQJH�VKRZV�WKDW�WKH�SURFHVV�ZDV�RXW-RI-FRQWURO�DQG�
QHHGV�WR�EH�FKDQJHG�EHIRUH�D�KLJKHU�SURGXFWLRQ�OHYHO�EHJLQV�� 

 
$OVR��ORRNLQJ�DW�WKH�UDQJH�FKDUW��DYDLODEOH�LQ�DSSHQGL[�����ZH�KDYH�UHDFKHG�WKH�FRQFOXVLRQ�WKDW�
WKLV�FKDUW�VKRZV�WKDW�WKH�SURFHVV�V\VWHP�LV�RXW-RI-FRQWURO�DV�ZHOO��7R�VWDUW�RXW��WKH�ILUVW�IRXU�
VDPSOHV�ZHUH�DOO�D�QHJDWLYH�YDOXH��FRQVLVWHQWO\�QHDU�WKH�UDQJH�RI�WKH�VDPSOH�WDNHQ�ULJKW�EHIRUH��
7KH�ODWHU�VDPSOHV�DOVR�VKRZHG�WKDW�WKH�SURFHVV�ZDV�RXW-RI-FRQWURO��WKH�ILQDO�WZR�VDPSOHV�
VKRZHG�DQ�XSZDUG�WUHQG�DQG�ZHUH�ERWK�QHDU�WKH�FRQWURO�OLPLW��:KLOH�WKH\�GLG�QRW�H[FHHG�WKH�XS�
SHU�FRQWURO�OLPLW��WKHUH�LV�D�FDXVH�IRU�FRQFHUQ�WKDW�PD\�EH�GHWHUPLQHG�E\�WKH�SUR[LPLW\�RI�WKH�IL�
QDO�WZR�SRLQWV�WR�WKH�XSSHU�FRQWURO�OLPLW��$QRWKHU�UHDVRQ�WKDW�WKHUH�LV�FRQFHUQ�DERXW�LI�WKH�JUDSK�
LV�LQ-FRQWURO�RU�QRW�LV�WKH�WUHQG�RI�WKH�OLQH�RYHU�WKH�ODVW���SRLQWV��,I�WKHUH�ZDV�IOXFWXDWLRQ�DURXQG�
WKH�OLQH�GUDZQ�EHWZHHQ�WKH�SRLQWV�WKHUH�ZRXOG�EH�QR�SUREOHP��EXW�EHFDXVH�DOO�WKH�SRLQWV�ZHUH�
XQGHU�WKH�OLQH�WKLV�VKRZHG�XV�WKDW�WKH�SURFHVV�ZDV�QRW�LQ�FRQWURO��%HFDXVH�WKHUH�ZHUH�WZR�FDXV�



 

HV�IRU�FRQFHUQ�ZLWKLQ�WKH�UDQJH�FKDUW��WKLV�SURFHVV�QHHGV�WR�EH�ORRNHG�DW�WR�HQVXUH�WKDW�YDULDWLRQ�
LV�UHGXFHG�DQG�FRQVLVWHQF\�LV�LQFUHDVHG� 

 
6SHFLDO�&DXVHV 
 
%HFDXVH�WKH�SURFHVV�LV�RXW-RI-FRQWURO��WKH�V\VWHP�QHHGV�WR�EH�HYDOXDWHG�WR�ILQG�WKH�FDXVH�RI�WKH�
SUREOHP��2QH�RI�WKH�PDLQ�VRXUFHV�RI�YDULDWLRQ�ZLWKLQ�WKLV�SURFHVV�LV�WKDW�WKH�ERWWOHV�DUH�EHLQJ�
FRQWUROOHG�E\�KXPDQ�ZKR�LV�RSHUDWLQJ�D�PDFKLQH��7KH�KXPDQ�HUURU�FRXOG�UHVXOW�LQ�IDWLJXH��DELOLW\�
RI�RSHUDWLQJ�WKH�PDFKLQH��RU�ODFN�RI�DWWHQWLRQ�WR�GHWDLO��%HFDXVH�WKH�V\VWHP�ZDV�GHWHUPLQHG�WR�
EH�RXW-RI-FRQWURO��WKHUH�KDV�WR�EH�VSHFLDO�FDXVH��7KHUH�DUH�VWHSV�WKDW�FDQ�EH�WDNHQ�E\�.HDWRQ�WR�
HOLPLQDWH�WKLV�SUREOHP��2QH�LV�ORRNLQJ�IRU�GLIIHUHQFHV�EHWZHHQ�LQGLYLGXDO�SRLQWV�DQG�WDNH�DFWLRQV�
EDVHG�RQ�WKLV��%HFDXVH�WKHUH�ZHUH�PDMRU�GLIIHUHQFHV�LQ�VRPH�RI�WKH�PHDQV�RI�WKH�VDPSOHV�ORRN�
LQJ�DW�WKH�LQGLYLGXDO�SRLQWV�LV�PRUH�EHQHILFLDO�WKDQ�ORRNLQJ�DW�DOO�RI�WKH�GDWD�LQ�JHQHUDO��(VSHFLDOO\�
DW�SRLQW����REVHUYLQJ�WKH�FKDQJH�LQ�WKH�SRLQWV�EHIRUH�DQG�DIWHU�ZLOO�SURYLGH�YDOXDEOH�LQVLJKW�IRU�
.HDWRQ��$IWHU�WKH�GLIIHUHQFHV�DUH�ORRNHG�DW��.HDWRQ�FDQ�WDNH�VWHSV�LQ�RUGHU�WR�PDNH�VXUH�WKDW�
WKLV�YDULDWLRQ�LV�OLPLWHG�LQ�VFDOH���7KHUH�DUH�VWHSV�WKDW�FRXOG�EH�WDNHQ�WR�UHGXFH�WKH�SDWWHUQ�DQG�
FDXVH�IRU�FRQFHUQ�WKDW�UHVXOWV�IURP�WKH�LQWHUSUHWDWLRQ�RI�WKH�FRQWURO�FKDUWV��:D\V�WR�UHGXFH�WKH�
YDULDWLRQ�DPRQJ�WKLV�SURFHVV��HVSHFLDOO\�ZLWK�D�KXPDQ�FRPSRQHQW�LQ�WKH�RSHUDWLRQ�RI�WKH�PD�
FKLQH��LV�WR�SURYLGH�PRUH�WUDLQLQJ�IRU�WKH�HPSOR\HHV�RSHUDWLQJ�WKH�PDFKLQHV�� 

3URFHVV�&RQWURO�ZLWK�$GGLWLRQDO�,QYHVWPHQW 
 
7KURXJK�RXU�UHFRPPHQGDWLRQ�WR�SXUFKDVH�WKH�QHZ�HTXLSPHQW�DQG�GR�WKH�DGGLWLRQDO�LQYHVWPHQW�
RI�����������WKH�SURGXFWLRQ�RI�WKH�EDUEHFXH�VDXFH�WKHUH�ZLOO�EH�DQ�����LQFUHDVH�LQ�WKH�HIILFLHQ�
F\�RI�WKH�SURFHVV��JRLQJ�IURP�����VXFFHVV�UDWH�WR�����VXFFHVV�UDWH��:KLOH�WKHUH�QHHGV�
WR�EH�ZRUN�GRQH�WR�HQVXUH�WKDW�DOO�RI�WKH�YDULDWLRQ�WKDW�VWHPV�IURP�WKH�SURGXFWLRQ�LV�FRPPRQ�



 

FDXVH��WKLV�����LQFUHDVH�LQ�HIILFLHQF\�LV�D�VLJQLILFDQW�UHGXFWLRQ�LQ�WKH�YDULDWLRQ�WKDW�VWHPV�IURP�
WKH�SURGXFWLRQ�RI�WKH�EDUEHFXH�VDXFH��7KH�SXUFKDVH�RI�QHZ�HTXLSPHQW�ZRXOG�FRVW�WKH�FRPSDQ\�
FDSLWDO�XS-IURQW��EXW�WKH�UHWXUQ�RQ�WKLV�LQYHVWHG�FDSLWDO�ZRXOG�EH�PDGH�EDFN�WKURXJK�WKH�ORZHU�
FRVW�RI�SURGXFLQJ�WKH�SURGXFW��DV�ZHOO�DV�WKH�LQFUHDVHG�SUREDELOLW\�RI�D�VXFFHVVIXO�EDWFK��:KLOH�
WKH�QHZ�PDFKLQHU\�ZRXOG�QRW�UHGXFH�YDULDWLRQ�DOO�WKH�ZD\�WR�]HUR��DQ\�VWHS�WKDW�LV�WDNHQ�WR�UH�
GXFH�WKH�YDULDWLRQ�ZLWKLQ�D�SURMHFW�ZLWKRXW�GHGLFDWLQJ�WRR�PDQ\�UHVRXUFHV�LV�ZRUWK�WKH�HIIRUW��$I�
WHU�WKH�QHZ�PDFKLQHU\�LV�LQWURGXFHG�WR�WKH�SURFHVV��VDPSOHV�DUH�QHHGHG�WR�FKHFN�LI�WKH�V\VWHP�
LV�LQ-FRQWURO�DQG�PDNH�VXUH�WKDW�WKHUH�LV�QRW�VSHFLDO�FDXVH�YDULDWLRQ�ZLWKLQ�WKH�SURGXFWLRQ��� 

2QFH�.HUUL�VWDUWV�SURGXFWLRQ�RI�KHU�OLQH�RI�VDXFHV�WKH�SURFHVVHV�IRU�WKRVH�SURGXFWV�QHHG�WR�EH�
FKHFNHG�IRU�SURFHVV�FRQWURO��7KH�VDPH�SURFHVV�QHHGV�WR�EH�XVHG�WR�GHWHUPLQH�LI�KHU�SURGXFWLRQ�
V\VWHP�LV�LQ-FRQWURO�RU�RXW-RI-FRQWURO��HQVXULQJ�WKH�V\VWHP�LV�LQ-FRQWURO�LV�RQH�RI�WKH�PDMRU�EHJLQ�
QLQJ�VWHSV�RI�PDNLQJ�VXUH�WKH�SURGXFW�LV�UHDG\�IRU�GLVWULEXWLRQ��%XW��VLQFH�5HG¶V�%DU-E-&XH�ZLOO�
KDYH�H[SHULHQFH�LQ�FUHDWLQJ�D�UHOLDEOH�SURGXFWLRQ�V\VWHP��RQFH�.HUUL¶V�VDXFHV�DUH�UHDG\�WR�EH�
VWDUWHG�IRU�SURGXFWLRQ�WKH�FRPSDQ\�ZLOO�EH�DEOH�WR�UHDFW�EHWWHU�WR�WKH�V\VWHP�LI�LW�LV�GHWHUPLQHG�WR�
EH�RXW-RI-FRQWURO��$IWHU�.HDWRQ¶V�QHZ�HTXLSPHQW�LV�WHVWHG�DQG�SXW�LQWR�IXOO�XVH��5HG¶V�ZLOO�EHWWHU�
NQRZ�KRZ�ZHOO�WKH�QHZ�SURFHVV�ZRUNV��,I�WKH�DGGLWLRQDO�PDFKLQHU\�SURYHV�EHQHILFLDO�IRU�WKH�
RYHUDOO�SURFHVVHV�RI�.HDWRQ��WKHQ�VLPLODU�PDFKLQHU\�FDQ�EH�XVHG�LQ�WKH�SURGXFWLRQ�RI�.HUUL¶V�
VDXFHV�RQFH�KHU�SURGXFWLRQ�VWDUWV��� 

3DFNDJLQJ�(YDOXDWLRQ 
 
&KRRVLQJ�FRUUXJDWHG�ER[HV�IRU�SDFNDJLQJ�FDQQRW�EH�WDNHQ�OLJKWO\��:KHQ�WKH�FXVWRPHU�UHFHLYHV�
WKH�SURGXFW��WKH�ILUVW�WKLQJ�WKH\�ZLOO�VHH�LV�WKH�SDFNDJLQJ�ZKLFK�ZLOO�SOD\�D�ODUJH�SDUW�LQ�WKH�FRQ�
VXPHU�GHFLVLRQ�SURFHVV��+DYLQJ�D�JRRG�ILUVW�LPSUHVVLRQ�ZLOO�LQFUHDVH�WKH�YDOXH�WKH�FXVWRPHU�
SHUFHLYHV�RQ�WKH�SURGXFW��7KXV��LW�ZLOO�LQFUHDVH�WKH�SRVVLELOLW\�RI�WKH�FXVWRPHU�EX\LQJ�WKH�SURGXFW�
DJDLQ��,W�LV�WUXH�WKDW�WKH�TXDOLW\�RI�WKH�ER[HV�LV�LPSRUWDQW�LQ�RUGHU�WR�DFKLHYH�WKLV�REMHFWLYH��+RZ�



 

HYHU��LW�LV�DOVR�LPSRUWDQW�WR�FRQVLGHU�WKH�FRVW��HVSHFLDOO\�ZKHQ�WKH�TXDOLW\�RI�WKH�ER[HV�IURP�ERWK�
VXSSOLHUV�LV�VLPLODU��2XU�WHDP�GHFLGHG�WR�FDOFXODWH�WKH�WRWDO�FRVW�RI�WKH�ER[HV�IRU�HDFK�VXSSOLHU��
DW�WZR�GLIIHUHQW�SULFH�SRLQWV��DQG�FRPSDUH�WKH�UHVXOWV��7KHUH�DUH�WZR�SRVVLEOH�VXSSOLHUV�WKDW�
5HG¶V�%DU-E-&XH�FDQ�FKRRVH��-DFN�LQ�WKH�%R[�&RUUXJDWHG�RU�&RQQHU�&RQWDLQHU�� 

-DFN�LQ�WKH�%R[ 
 
-DFN�LQ�WKH�%R[�&RUUXJDWHG�JLYHV�DQ�RIIHU�ZKHUH�HDFK�FDVH�KDV�D�FRVW�RI��������+RZHYHU��LI�WKH�
RUGHU�JRHV�EH\RQG�������FDVHV��WKH\�ZLOO�FXW�WKH�SULFH�LQWR�������IRU�HDFK�FDVH��7KHUH�LV�D������
DGGLWLRQDO�FRVW�IRU�WKH�SURFHVV�DQG�VKLSPHQW�DQG�LW�ZLOO�WDNH�WKUHH�ZRUNLQJ�GD\V�XQWLO�WKH�JRRGV�
DUH�UHFHLYHG��7KH�KROGLQJ�FRVW�LV�HVWLPDWHG�WR�EH�����RI�WKH�ER[�FRVW��6LQFH�HDFK�ER[�FDQ�FRQ�
WDLQ����ERWWOHV��WKH�SURMHFWHG�GHPDQG�RI������PLOOLRQ�ERWWOHV�GLYLGHG�E\�����ZKLFK�LV���������ER[�
HV��%DVHG�RQ�WKHVH�LQIRUPDWLRQ��RXU�WHDP�GHFLGHG�WR�ILQG�WKH�IL[HG�RUGHU�TXDQWLW\��ZKLFK�LV�WKH�
DPRXQW�RI�LQYHQWRU\�WR�EH�RUGHUHG�ZKHQ�LQYHQWRU\�LQ�KDQG�IDOOV�WR�WKH�UHRUGHU�SRLQW��2Q�DQ�DQQX�
DO�EDVLV��WKH�DPRXQW�RI�LQYHQWRU\�WKDW�VKRXOG�EH�RUGHUHG�HDFK�WLPH�LV��������XQLWV��6LQFH�WKH�
RUGHU�H[FHHGV�������XQLWV��WKH�SULFH�IRU�HDFK�FDVH�GHFUHDVHV�WR��������%\�NQRZLQJ�WKH�IL[HG�
RUGHU�TXDQWLW\��RXU�WHDP�ZDV�DEOH�WR�ILQG�WKH�WRWDO�DQQXDO�FRVW��7KH�WRWDO�DQQXDO�FRVW�LV�PDGH�XS�
RI�WKH�WRWDO�DQQXDO�KROGLQJ�FRVW��WKH�WRWDO�DQQXDO�VHWXS�FRVW��DQG�WKH�WRWDO�DQQXDO�SXUFKDVLQJ�
FRVW��7KH�WRWDO�DQQXDO�KROGLQJ�FRVW�FDQ�EH�IRXQG�E\�GLYLGLQJ�WKH�IL[HG�RUGHU�TXDQWLW\�E\�WZR�DQG�
PXOWLSO\LQJ�LW�ZLWK�WKH�KROGLQJ�FRVW�SHU�FDVH��%DVHG�RQ�RXU�FDOFXODWLRQ��WKH�WRWDO�DQQXDO�KROGLQJ�
FRVW�LV������������%\�GLYLGLQJ�WKH�GHPDQG�E\�WKH�IL[HG�RUGHU�TXDQWLW\�DQG�PXOWLSO\LQJ�ZLWK�LW�WKH�
RUGHU�FRVW�DQG��RXU�WHDP�IRXQG�WKH�WRWDO�DQQXDO�VHWXS�FRVW��ZKLFK�LV������������)LQDOO\��WKH�ODVW�
WKLQJ�ZH�KDYH�WR�FDOFXODWH�LV�WKH�WRWDO�DQQXDO�SXUFKDVH�FRVW��ZKLFK�LV�WKH�GHPDQG�WLPHV�WKH�FRVW�
SHU�FDVH��7KH�WRWDO�DQQXDO�SXUFKDVH�FRVW�KDV�WKH�KLJKHVW�FRVW�FRPSDUHG�WR�RWKHUV��ZKLFK�LV�
�������������7KH�WRWDO�DQQXDO�FRVW�LV�WKH�VXP�RI�DOO�RI�WKHVH�FRVWV��+RZHYHU��VLQFH�5HG¶V�%DU-E-
&XH�FDSDFLW\�LV��������FDVHV��5HG¶V�ZLOO�QHHG�WR�DGG�VWRUDJH�ZLWK�D�FRVW�RI����������7KH�FRVW�



 

IRU�DFFHSWLQJ�-DFN�LQ�WKH�%R[�&RUUXJDWHG¶V�RIIHU�ZRXOG�EH��������������$OO�RI�WKHVH�QXPEHUV�
FDQ�EH�IRXQG�LQ�WKH�DSSHQGL[���� 

&RQQRU�&RQWDLQHU 
 
$V�IRU�&RQQHU�&RQWDLQHU��WKH\�RIIHU�WKH�FDVH�IRU��������7KHUH�LV������SURFHVVLQJ�IHH�DQG�WKH\�
KDYH�D�FDSDFLW\�RI��������FDVHV�SHU�GD\�LQ�SURGXFLQJ�WKH�FDVHV��+RZHYHU��WKH�FDVHV�FDQ�EH�
GHOLYHUHG�RQ�WKH�VDPH�GD\��6LQFH�WKHUH�LV�D�SURGXFWLRQ�UDWH�LQ�&RQQHU�&RQWDLQHU��RXU�WHDP�XVHG�
WKH�IRUPXOD�ZLWK�XVDJH��ZKLFK�PHDQV�WKDW�ZH�FRQVLGHU�WKH�SURGXFWLRQ�UDWH�DQG�WKH�GHPDQG��
ZKLOH�FDOFXODWLQJ�IL[HG�RUGHU�TXDQWLW\�DQG�HDFK�FRVW��2XU�WHDP�IRXQG�WKH�IL[HG�RUGHU�TXDQWLW\�WR�
EH�������FDVHV��7KH�WRWDO�DQQXDO�KROGLQJ�FRVW�DQG�WKH�WRWDO�DQQXDO�VHWXS�FRVW�ZRXOG�EH�
����������DQG�����������UHVSHFWLYHO\��,W�KDV�D�ORZHU�FRVW�FRPSDUHG�WR�-DFN�LQ�WKH�%R[�&RUUX�
JDWHG��+RZHYHU��WKH�WRWDO�DQQXDO�SXUFKDVLQJ�FRVW�IRU�&RQQHU�&RQWDLQHU�LV�D�ORW�KLJKHU�WKDQ�-DFN�
LQ�WKH�%R[�&RUUXJDWHG��&RQQHU�&RQWDLQHU�FRVWV��������������ZKLFK�LV�����KLJKHU��7KLV�FDXVH�
WKH�WRWDO�DQQXDO�FRVW�WR�EH��������������%\�FRPSDULQJ�WKH�WRWDO�DQQXDO�FRVW�RI�WKH�WZR�
VXSSOLHUV��RXU�WHDP�ZRXOG�UHFRPPHQG�5HG¶V�%DU-E-&XH�WR�DFFHSW�-DFN�LQ�WKH�%R[�&RUUXJDWHG¶V�
RIIHU�EHFDXVH�LW�KDV�D�ORZHU�WRWDO�DQQXDO�FRVW� 

5HRUGHU�3RLQW 
 
,Q�DGGLWLRQ��RXU�WHDP�KDV�DOVR�FDOFXODWHG�UHRUGHU�SRLQW��ZKLFK�LV�WKH�PLQLPXP�QXPEHU�RI�FDVHV�
LQ�KDQG�WKDW�GHWHUPLQH�WKH�WLPH�WR�UHRUGHU�WKH�FDVHV�DJDLQ��5HRUGHU�SRLQW�FDQ�EH�FDOFXODWHG�E\�
DGGLQJ�WKH�VDIHW\�VWRFN�WR�WKH�H[SHFWHG�OHDG�WLPH�GHPDQG��7KH�UHRUGHU�SRLQW�IRU�-DFN�LQ�WKH�%R[�
&RUUXJDWHG�ZRXOG�EH�������XQLWV�DQG�����XQLWV�IRU�&RQQHU�&RQWDLQHU��-DFN�LQ�WKH�%R[�
&RUUXJDWHG�KDV�D�KLJKHU�UHRUGHU�SRLQW�EHFDXVH�LW�UHTXLUHV�WKUHH�ZRUNLQJ�GD\V�XQWLO�WKH�FDVHV�
DUULYH�DW�5HG¶V� 
 



 

&RVWV 
 
2XU�WHDP�DOVR�FDOFXODWHG�WKH�WRWDO�DQQXDO�FRVW�DQG�WKH�UHRUGHU�SRLQW�LQ�FDVH�5HG¶V�GHFLGH�WR�H[�
SDQG�WKHLU�EXVLQHVV�LQ�\HDU�ILYH��'XULQJ�WKLV�\HDU��WKH�GHPDQG�LV�H[SHFWHG�WR�EH�JURZ�ODUJHU�EH�
FDXVH�WKHUH�LV�D�JURZWK�LQ�WKH�GHPDQG�IRU�VDXFH�LQ�ERWWOHV��2XU�WHDP�HVWLPDWHG�WKDW�WKH�GHPDQG�
IRU�FDVHV�ZRXOG�EH���������XQLWV��)RU�-DFN�LQ�WKH�%R[�&RUUXJDWHG��WKLV�ZLOO�FDXVH�WKH�IL[HG�RUGHU�
TXDQWLW\�JRHV�XS�WR��������XQLWV��6LQFH�WKH�IL[HG�RUGHU�TXDQWLW\�FKDQJH��WKLV�ZLOO�DIIHFW�DOO�RI�WKH�
FRVWV��7KH�WRWDO�DQQXDO�KROGLQJ�FRVW�DQG�WRWDO�DQQXDO�VHWXS�FRVW�ZRXOG�EH������������ZKLOH�WKH�
WRWDO�DQQXDO�SXUFKDVLQJ�FRVW�ZRXOG�EH��������������)LQDOO\��WKH�WRWDO�DQQXDO�FRVW�ZRXOG�EH�
�������������6LQFH�WKH�IL[HG�RUGHU�TXDQWLW\�LV�RYHU��������FDVHV����������IHH�ZDV�DGGHG�WR�WKH�
WRWDO�DQQXDO�FRVW��UHVXOWHG�LQ��������������ZKLFK�LV������WLPHV�KLJKHU�WKDQ�LQ�WKH�ILUVW�\HDU��7KH�
UHRUGHU�SRLQW�IRU�-DFN�LQ�WKH�%R[�&RUUXJDWHG�ZRXOG�EH�������XQLWV��&RQQHU�&RQWDLQHU�ZRXOG�DOVR�
KDYH�D�KLJKHU�FRVW��7KH�IL[HG�RUGHU�TXDQWLW\�ZRXOG�EH��������XQLWV��7KXV��WKH�WRWDO�DQQXDO�KROG�
LQJ�FRVW�DQG�WKH�WRWDO�DQQXDO�VHWXS�FRVW�ZRXOG�EH������������7KH�WRWDO�DQQXDO�SXUFKDVLQJ�FRVW�
ZLOO�LQFUHDVH�WR��������������7KH�WRWDO�RI�WKHVH�WKUHH�FRVWV�ZRXOG�EH��������������ZKLFK�LV�WKH�
WRWDO�DQQXDO�FRVW��6LQFH�WKH�RUGHU�LV��������FDVHV����������VWRUDJH�FRVW�ZDV�DGGHG�WR�WKH�ILQDO�
FRVW��UHVXOWHG�LQ��������������:KHQ�RXU�WHDP�FRPSDUHG�WKH�WZR�UHVXOWV��ZH�VWLOO�ILQG�WKH�WRWDO�
DQQXDO�FRVW�IRU�&RQQHU�&RQWDLQHU�WR�EH�KLJKHU�WKDQ�-DFN�LQ�WKH�%R[�&RUUXJDWHG��VR�DFFHSWLQJ�
-DFN�LQ�WKH�%R[�&RUUXJDWHG¶V�RIIHU�LV�VWLOO�UHFRPPHQGHG�VLQFH�LW�KDV�WKH�ORZHVW�FRVW� 

3RWHQWLDO�3UREOHPV 
 
7KH�SRWHQWLDO�SUREOHP�WKDW�FDQ�KDSSHQ�WR�HLWKHU�VXSSOLHU�LV�D�GHOD\�WKH�VKLSPHQW��,W�LV�SRVVLEOH�
WKDW�WKH�VXSSOLHU¶V�PDQXIDFWXULQJ�SURFHVV�HQFRXQWHUV�D�SUREOHP�DQG�FDXVHV�VKLSPHQWV�RI�FDVHV�
WR�EH�GHOD\HG��,I�WKH�SUREOHP�KDSSHQV�EHFDXVH�RI�WKH�VXSSOLHU¶V�IDXOW��5HG¶V�EDUEHTXH�PLJKW�EH�
DEOH�WR�DVN�IRU�FRPSHQVDWLRQ��+RZHYHU��LI�WKH�SUREOHP�LV�FDXVHG�E\�QDWXUDO�GLVDVWHU��WKHUH�LV�
QRWKLQJ�5HG¶V�EDUEHTXH�FDQ�GR�DERXW�WKH�GHOD\��,W�LV�SRVVLEOH�WKDW�WKH�VXSSOLHU�UHFDOOV�WKHLU�SURG�
XFW�EHFDXVH�RI�WKH�TXDOLW\�SUREOHP��7KLV�ZRXOG�GHOD\�WKH�HQWLUH�SURFHVV�DQG�DIIHFW�5HG¶V�DFWLYL�



 

WLHV�DV�ZHOO��7KLV�LV�WKH�UHDVRQ�ZK\�NHHSLQJ�D�VDIHW\�VWRFN�LV�LPSRUWDQW��6DIHW\�VWRFN�FDQ�KHOS�IL[�
WKH�SUREOHP�ZKHQ�XQH[SHFWHG�HYHQWV�KDSSHQ��$QRWKHU�SUREOHP�5HG¶V�%DU-E-&XH�PXVW�EH�SUH�
SDUHG�WR�HQFRXQWHU�LV�DERXW�WKH�SUREOHPV�WKDW�PD\�DULVH�GXH�WR�FRPPXQLFDWLRQ�LVVXHV��(YHQ�LI�
5HG¶V�JLYHV�FRPSOHWH�LQIRUPDWLRQ�DERXW�WKH�RUGHU�RI�WKH�FDVHV��WKHUH�LV�VWLOO�D�SRVVLELOLW\�WKDW�WKH�
VXSSOLHU¶V�VLGH�PDNHV�D�PLVWDNH��6RPHWLPHV�WKLV�PLVXQGHUVWDQGLQJ�FDQ�KDSSHQ��LQ�RUGHU�WR�SUH�
YHQW�WKLV�SUREOHP��LW�LV�LPSRUWDQW�WR�NHHS�WUDFN�ZLWK�WKH�VXSSOLHU�DQG�FRQILUP�WKH�RUGHU�WR�DYRLG�
DQ\�PLVWDNH��,W�LV�DOVR�SRVVLEOH�WKDW�WKH�VXSSOLHU�ZLOO�LQFUHDVH�WKH�SULFH�SHU�FDVH�DIWHU�D�ZKLOH��
:KHQ�WKDW�KDSSHQV��RQH�RI�WKH�RSWLRQ�5HG¶V�FDQ�WDNH�LV�DVNLQJ�IRU�WKH�VXSSOLHU¶V�FRVW�EUHDN�
GRZQV��,I�WKH�UHDVRQ�WKH\�ZDQW�WR�LQFUHDVH�WKH�SULFH�LV�GXH�WR�WKH�LQFUHDVH�LQ�WKH�SULFH�RI�PDWHUL�
DOV��WKHQ�LW�PLJKW�EH�KDUG�IRU�5HG¶V�WR�UHIXVH�WKHLU�SURSRVDO��+RZHYHU��LI�WKH�FDXVH�IRU�WKH�LQ�
FUHDVH�LQ�SULFH�LV�WR�REWDLQ�D�KLJKHU�SURILW��WKHQ�5HG¶V�PLJKW�EH�DEOH�WR�WXUQ�GRZQ�WKHLU�RIIHU�E\�
VHOOLQJ�WKHP�DQ�LGHD�WKDW�FDQ�KHOS�WKHP�UHGXFH�WKHLU�FRVW�LQVWHDG�RI�LQFUHDVLQJ�WKHLU�SULFH��/DVW�
O\��5HG¶V�%DU-E-&XH�VKRXOG�EH�SUHSDUHG�DQ\WLPH�ZKHQ�WKH�VXSSOLHU�DQQRXQFHV�EDQNUXSWF\��,W�LV�
LPSRUWDQW�WR�KDYH�D�EDFN-XS�SODQ�LQ�FDVH�WKH�VXSSOLHU�FDQQRW�SURGXFH�JRRGV�DQ\PRUH��:KDW�
5HG¶V�%DU-E-&XH�FDQ�GR�LV�KDYLQJ�DQ�LGHD�DERXW�ZKR�ZRXOG�EH�WKH�DOWHUQDWLYH�VXSSOLHU�LQ�WKH�
FDVH�ZKHUH�WKH�PDLQ�VXSSOLHU�JRHV�EDQNUXSW�� 

9DOXH�IURP�2SHUDWLRQV 
 
(YHU\�FRPSDQ\�QHHGV�RSHUDWLRQV�LQ�RUGHU�WR�DFKLHYH�LWV�REMHFWLYH��:KHWKHU�WKH�HQG�SURGXFW�LV�LQ�
WKH�IRUP�RI�JRRG�RU�VHUYLFH��RSHUDWLRQV�SOD\V�D�VLJQLILFDQW�UROH�LQ�WKH�SURFHVV��,W�DOORZV�LQSXWV�WR�
EH�WUDQVIRUPHG�LQWR�RXWSXWV��KRZHYHU�LWV�SXUSRVH�JRHV�EH\RQG�WKDW��2SHUDWLRQV�WDNHV�LQWR�FRQ�
VLGHUDWLRQ�WKH�HIILFLHQF\�DQG�WKH�HIIHFWLYHQHVV�RI�WKH�SURFHVV��WKH�OHYHO�RI�HIILFLHQF\�LV�D�NH\�SDUW�
RI�YDOXH�JHQHUDWHG�IURP�WKH�SURFHVV��2SHUDWLRQV�PDNHV�VXUH�WKDW�WKH�GHPDQG�DQG�WKH�QHHG�RI�
WKH�FXVWRPHUV�DUH�PHW�DQG�WKH�UHVRXUFHV�DUH�XVHG�LQ�WKH�ULJKW�DPRXQW�DQG�LQ�WKH�ULJKW�ZD\��,I�
WKH�PDQDJHPHQW�RI�WKH�SURFHVV�GRHV�QRW�JR�ZHOO��LW�ZLOO�OHDG�WR�DQ�LQFUHDVH�LQ�WKH�SURGXFWLRQ�
FRVW��ZKLFK�ZLOO�OHDG�WR�D�GHFUHDVH�LQ�WKH�ERWWRP�OLQH��2SHUDWLRQV�PDQDJHPHQW�H[LVWV�WR�SUHYHQW�



 

WKLV�VFHQDULR�IURP�KDSSHQLQJ��,Q�WKH�FRPSDQ\��RSHUDWLRQV�PDQDJHPHQW��DIIHFWV�WKH�TXDOLW\��WKH�
FRVW��DQG�WKH�DYDLODELOLW\�RI�WKH�SURGXFW��ZKLFK�ZLOO�LQGLFDWH�ZKHWKHU�RU�QRW�WKH�FRPSDQ\�FDQ�
DFKLHYH�D�VWURQJHU�SRVLWLRQ�LQ�WKH�PDUNHW�� 

)LQDQFH��PDUNHWLQJ��DQG�PDQDJHPHQW�UHYROYH�DURXQG�RSHUDWLRQV��:LWKRXW�RSHUDWLRQV��WKHVH�GH�
SDUWPHQWV�ZRXOG�QRW�EH�DEOH�WR�IXQFWLRQ�FRPSOHWHO\��7KH�ILQDQFH�GHSDUWPHQW�FRQVLGHUV�DOO�FRVWV��
LQFOXGLQJ�WKH�RQH�WKDW�FDPH�IURP�RSHUDWLRQV��ZLWK�WKH�LQIRUPDWLRQ�WKH�ILQDQFH�GHSDUWPHQW�KDV�
WKH\�ZLOO�HYDOXDWH�WKH�FXUUHQW�ILQDQFLDO�FRQGLWLRQ�DQG�DOVR�IRUHFDVW�WKH�IXWXUH�ILQDQFLDOV�RI�WKH�
FRPSDQ\��7KH�PDUNHWLQJ�GHSDUWPHQW�SURPRWHV�WKH�SURGXFW�RI�WKH�FRPSDQ\�E\�XQGHUVWDQGLQJ�
ZKDW�WKH�SURGXFW�FDQ�GR�IRU�WKH�FXVWRPHUV�DQG�KRZ�LW�ZLOO�EH�GHOLYHUHG��7KH�PDUNHWLQJ�GHSDUW�
PHQW�LV�DEOH�WR�ILQG�WR�ZKLFK�PDUNHW�VHJPHQW�WKH\�VKRXOG�WDUJHW�DQG�KRZ�WKH\�VKRXOG�DSSURDFK�
WKHP��$V�IRU�WKH�PDQDJHPHQW�GHSDUWPHQW��RSHUDWLRQV�KHOSV�WKHP�E\�JLYLQJ�WKH�LQIRUPDWLRQ�
DERXW�WKH�QXPEHU�RI�ZRUNHUV�PXVW�EH�KLUHG�RU�ILUHG��DQG�ZKLFK�VNLOOV�DUH�UHTXLUHG�LQ�RUGHU�WR�
PDNH�WKH�RSHUDWLRQV�IXQFWLRQ�HIIHFWLYHO\�DQG�HIILFLHQWO\��$OO�RI�WKLV�LQIRUPDWLRQ�LQGLFDWHV�WKDW�ZLWK�
RXW�RSHUDWLRQV��WKH�PDQDJHPHQW�RI�ILQDQFH��PDUNHWLQJ��DQG�PDQDJHPHQW�ZRXOG�QRW�EH�DEOH�
ZRUN�SURSHUO\�� 

$�SURGXFW�ZRXOG�QRW�H[LVW�ZLWKRXW�WKH�SUHVHQFH�RI�RSHUDWLRQV��,W�LV�LPSRUWDQW�WR�FUHDWH�DQ�RSHUD�
WLRQV�VWUDWHJ\�VR�WKH�SURGXFWLRQ�FDQ�EH�PD[LPL]HG��ZKLFK�OHDG�WR�DQ�LQFUHDVH�LQ�WKH�FRPSDQ\¶V�
SURILWV��2SHUDWLRQV�VWDUWV�WR�DGG�YDOXH�IURP�WKH�EHJLQQLQJ�RI�WKH�SURFHVV��DQG�LW�ZLOO�FRQWLQXH�WR�
NHHS�DGGLQJ�YDOXH�RQ�HDFK�VWHS�XQWLO�WKH�SURFHVV�LV�FRPSOHWH��,W�EHJLQV�ZLWK�FKRRVLQJ�WKH�UH�
VRXUFHV�IRU�WKH�SURGXFWLRQ�SURFHVV��ZKLFK�LQFOXGHV�UDZ�PDWHULDOV��ODERU��PDUNHW�WUHQG��HTXLS�
PHQW��DQG�IDFLOLWLHV��7KHVH�UHVRXUFHV�ZLOO�EH�WUDQVIRUPHG�LQWR�XVHIXO�JRRGV�DV�WKH�ILQDO�RXWSXWV��
WKH�WUDQVIRUPDWLRQ�LV�ZKHUH�WKH�GHVLJQ��WKH�SURGXFWLRQ��DQG�WKH�TXDOLW\�FRQWURO�FRPH�WR�SOD\��,W�
FDQ�EH�DFKLHYHG�WKURXJK�ILYH�3¶V��SHRSOH��SODQWV��SDUWV��SURFHVVHV��DQG�SODQQLQJ�DQG�FRQWURO�� 



 

 
7KH���3¶V 
 
7KH�SURGXFWLRQ�GHSHQGV�RQ�WKH�SHRSOH�VLQFH�WKH�REMHFWLYH�RI�RSHUDWLRQV�LV�WR�SURGXFH�JRRGV�
HIILFLHQWO\�DQG�HIIHFWLYHO\��,W�LV�WKHQ�LPSRUWDQW�IRU�RSHUDWLRQ�PDQDJHUV�WR�SURSHUO\�WUDLQ�DQG�PRWL�
YDWH�WKH�ZRUNHUV�VR�WKH\�FDQ�UHGXFH�WKH�WLPH��DV�ZHOO�DV�WKH�FRVW��WR�SURGXFH�WKH�SURGXFW��3ODQW�
LV�ZKHUH�WKH�IDFLOLWLHV�RI�WKH�SURGXFWLRQ�FRPH�LQWR�FRQVLGHUDWLRQ�DQG�WKH�RSHUDWLRQV�PDQDJHU�GH�
FLGHV�WKH�EHVW�GHVLJQ�RU�OD\RXW�RI�WKH�EXLOGLQJ�ZKHUH�WKH�PDQXIDFWXULQJ�SURFHVV�ZLOO�WDNH�SODFH��
7KH\�DOVR�PDNH�VXUH�WKH�HTXLSPHQW�XVHG�IRU�WKH�SURGXFWLRQ�LV�IXQFWLRQLQJ�SURSHUO\��DQG�WKH\�
PXVW�DQWLFLSDWH�WKH�WLPH�ZKHQ�WKH�HTXLSPHQW�PXVW�EH�UHSDLUHG�RU�UHSODFHG��)LQDOO\��WKH\�DOVR�
PDNH�VXUH�WKDW�WKH�VDIHW\�RI�WKH�RSHUDWLRQV�LV�JXDUDQWHHG�� 

3DUWV�LV�ZKHUH�WKH�FRPSDQ\�ZLOO�GHFLGH�WKH�VXSSOLHU�IRU�WKH�PDQXIDFWXULQJ�SURFHVV��)RU�H[DP�
SOH��5HG¶V�%DU-E-&XH�LV�FRQVLGHULQJ�ZKLFK�VXSSOLHU�WKH\�VKRXOG�XVH�IRU�SDFNDJLQJ��%\�FDOFXODW�
LQJ�WKH�WRWDO�FRVW�IURP�ERWK�VXSSOLHUV��WKH\�ZLOO�EH�DEOH�WR�NQRZ�ZKLFK�VXSSOLHU�WKH\�VKRXOG�XVH��
7KH�SURFHVVHV�SRUWLRQ�LV�ZKHQ�WKH�PXOWLSOH�LQSXWV�FKDQJH�LQWR�RXWSXWV��WKHUH�DUH�PDQ\�ZD\V�WR�
SURGXFH�RXWSXWV�GHSHQGLQJ�RQ�WKH�QDWXUH�RI�WKH�EXVLQHVV��7KH�RSHUDWLRQV�PDQDJHU�PXVW�SXW�LQ�
FRQVLGHUDWLRQV�DERXW�WKH�ZRUNHU¶V�VNLOOV��FDSDFLW\�RI�SURGXFWLRQ��FRVW��SODQW�GHVLJQ��DQG�PDQ\�
PRUH��,Q�WKLV�SDUW��WKH�JRDO�LV�WR�PD[LPL]H�SURGXFWLRQ�DQG�PLQLPL]H�FRVW�DV�ZHOO�DV�LPSURYLQJ�WKH�
TXDOLW\�VR�WKH�GHVLUHG�RXWSXW�FDQ�EH�SURGXFHG��7KH�ODVW�RQH�ZRXOG�EH�SODQQLQJ�DQG�FRQWURO��WKLV�
LV�DERXW�KRZ�WKH�SURGXFWLRQ�VKRXOG�RSHUDWH�WR�PHHW�WKH�GHPDQG��7KH\�FRQVLGHU�WKH�FDSDFLW\�RI�
WKH�SURGXFWLRQ��WKH�WRWDO�GHPDQG��WKH�GHOLYHU\�VFKHGXOH��DYDLODEOH�UHVRXUFHV�DQG�DQDO\]H�WKHVH�
IDFWRUV��VR�WKH�GHPDQG�RI�WKH�SURGXFW�FDQ�EH�PHW�DQG�DOORZ�WKH�SURGXFW�WR�UHDFK�WKH�FXVWRPHUV��
$V�H[SODLQHG��WKH�WUDQVIRUPDWLRQ�SURFHVV�LV�QRW�D�VLPSOH�WKLQJ�WR�GR��WKHUH�DUH�PDQ\�IDFWRU�WKH\�
PXVW�SXW�LQWR�FRQVLGHUDWLRQ�VR�WKH�RSHUDWLRQV�FDQ�IXQFWLRQ�HIIHFWLYHO\�DQG�HIILFLHQWO\��(DFK�SUR�
FHVV�LV�SODQQHG�WKRXJKWIXOO\�LQ�RUGHU�WR�UHDFK�WKH�GHVLUHG�RXWSXW��7KH�FORVHU�WKH�UHVXOW�RI�WKH�
SURGXFWLRQ�WR�WKH�GHVLUHG�RXWSXW��WKH�KLJKHU�SURILWDELOLW\�WKH�FRPSDQ\�ZLOO�H[SHULHQFH� 



 

$QDO\VLV�RI�6XSSOLHUV 
 
,Q�RSHUDWLRQV��WKHUH�DUH�VRPH�PHWKRGV�WKDW�FDQ�EH�XVHG�WR�VXSSRUW�WKH�SURFHVV��,Q�DQDO\]LQJ�
WKH�VXSSOLHUV�IRU�5HG¶V�EDUEHTXH�SDFNDJLQJ��RXU�WHDP�XVHG�D�PHWKRG�FDOOHG�IL[HG�RUGHU�TXDQWL�
W\��%\�FDOFXODWLQJ�WKH�IL[HG�RUGHU�TXDQWLW\��ZH�ZHUH�DEOH�WR�NQRZ�KRZ�PXFK�VWRFN�VKRXOG�EH�RU�
GHUHG�ZKHQ�WKH�VWRFN�LQ-KDQG�IDOOV�WR�UHRUGHU�SRLQW��.QRZLQJ�WKH�IL[HG�RUGHU�TXDQWLW\�DOORZV�XV�
WR�FDOFXODWH�WKH�WRWDO�DQQXDO�KROGLQJ�FRVW�DQG�WKH�WRWDO�DQQXDO�VHWXS�FRVW��:LWK�WKHVH�WZR�FRVWV��
DQG�WKH�WRWDO�FRVW��ZH�DUH�DEOH�WR�FDOFXODWH�WKH�WRWDO�DQQXDO�FRVW�ZKLFK�DOORZV�XV�WR�FKRRVH�WKH�
EHVW�VXSSOLHU��2XU�WHDP�DOVR�XVHG�UHRUGHU�SRLQW�PHWKRG�WR�ILQG�WKH�PLQLPDO�QXPEHU�RI�VWRFN�LQ-
KDQG�WKDW�WULJJHU�WKH�DFWLRQ�WR�UHRUGHU�WKH�VWRFN��8VLQJ�WKH�UHRUGHU�SRLQW�PHWKRG�SUHYHQWV�VWRFN-
RXW�IURP�KDSSHQLQJ��1HWZRUN�GLDJUDPV�DQG�*DQWW�FKDUWV�DUH�DOVR�XVHIXO�LQ�RUJDQL]LQJ�WKH�DFWLYL�
W\��1HWZRUN�GLDJUDPV�DOORZ�RXU�WHDP�WR�DQDO\]H�WKH�VFKHGXOH�RI�WKH�DFWLYLW\�DQG�ILQG�WKH�FULWLFDO�
SDWK��$Q\�GHOD\�LQ�WKH�FULWLFDO�SDWK�ZLOO�FDXVH�GHOD\�LQ�WKH�RYHUDOO�SURMHFW��VR�WKH�PDQDJHU�VKRXOG�
SULRULWL]H�WKH�DFWLYLWLHV�LQ�WKH�FULWLFDO�SDWK��%H\RQG�WKHVH�PHWKRGV�WKDW�ZH�KDYH�XVHG��WKHUH�DUH�
PRGHOV�WKDW�FDQ�EH�EXLOW�RXW�WR�VLPXODWH�SURILW�ORVW�LI�WKHUH�KDV�WR�EH�D�GHOD\�LQ�D�SURFHVV��D�FRP�
SOHWH�VWRS�WR�IL[�D�PDFKLQH��(YHQ�PHWULFV�VXFK�DV�WKH�,62������RU�WKH�%DOGULJH�DZDUG��ZKLFK�
WHVW�LQWHUQDO�DQG�H[WHUQDO�TXDOLW\�FRQWURO��FDQ�WHOO�D�FRPSDQ\�KRZ�WKH\�DUH�GRLQJ�FRPSDUHG�WR�
RWKHU�FRPSDQLHV�LQ�WKHLU�LQGXVWU\��DQG�DFURVV�WKH�ZRUOG��$OO�RI�WKHVH�PHWKRGV�FDQ�EH�XVHG�DV�D�
ZD\�WR�GHWHUPLQH�MXVW�KRZ�PXFK�YDOXH�RSHUDWLRQV�DGGV�WR�D�FRPSDQ\� 

 



 

$SSHQGL[��� 
 
 

2SHUDWLRQV�$SSHQGL[ 
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$SSHQGL[��� 
 



 

$SSHQGL[��� 
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$SSHQGL[��� 
 

EƵŵďĞƌ�с��ĐƟǀŝƚǇ�
EƵŵďĞƌ 
EƵŵďĞƌ�с�^ůĂĐŬ 
EƵŵďĞƌ��с�dŝŵĞ�ƚŽ�
�ŽŵƉůĞƚĞ 



 

$SSHQGL[��� 

EƵŵďĞƌ�с��ĐƟǀŝƚǇ�
EƵŵďĞƌ 
EƵŵďĞƌ�с�^ůĂĐŬ 
EƵŵďĞƌ��с�dŝŵĞ�ƚŽ�
�ŽŵƉůĞƚĞ 
 



 

$SSHQGL[��� 
 



 

$SSHQGL[��� 
 

$SSHQGL[��� 
 



 

$SSHQGL[��� 
 

$SSHQGL[��� 
 



 

$SSHQGL[��� 
 

$SSHQGL[��� 
 



 



 

7KH�)LYH�2XWSXWV 
 
:H�IRFXVHG�RXU�ILQDQFLDO�DQDO\VLV�RQ�ILQGLQJ�ILYH�RXWSXWV��WKH�SURMHFW�FRVW�RI�FDSLWDO��WKH�
H[SHFWHG�FRVWV�RI�WKH�DVVHWV��WKH�,QWHUQDO�5DWH�RI�5HWXUQ�DQG�1HW�3UHVHQW�9DOXH�VFUDSSLQJ�WKH�
SURMHFW��SXUVXLQJ�WKH�SURMHFW��DQG�SXUVXLQJ�WKH�SURMHFW�ZLWK�H[SDQVLRQ�� 

&RVW�RI�&DSLWDO 
 
2XU�ILQDQFLDO�DQDO\VLV�WHDP�VWDUWHG�E\�ILQGLQJ�D�JRRG�FRPSDULVRQ�IRU�\RXU�&RVW�RI�&DSLWDO�DQG�
%HWD��:H�IRXQG�WKDW�6LHUUD��D�SXEOLF�FRPSDQ\�WKDW�SURYLGHV�D�FRPSDUDEOH�SURGXFW�WR�5HG¶V�
%DUEHTXH�6DXFH��ZDV�D�VROLG�FRPSDULVRQ��:H�SXOOHG�WKHLU�VWRFN�LQIRUPDWLRQ�DQG�FRPSDUHG�LW�WR�
WKH�6	3�����WR�ILQG�WKHLU�XQOHYHUHG�EHWD�E\�WDNLQJ�WKHLU�GHEW�WR�HTXLW\�UDWLR��RWKHUZLVH�FDOOHG�D�
FDSLWDO�VWUXFWXUH��LQWR�FRQVLGHUDWLRQ� 

 
%\�WDNLQJ�RXW�WKHLU�FDSLWDO�VWUXFWXUH��ZH�FDQ�DSSO\�WKHLU�XQOHYHUHG�EHWD�WR�\RXU�FRPSDQ\�DQG�XVH�
LW�WR�ILQG�WKH�YDOXH�RI�HDFK�GROODU�\RX�KDYH��)URP�WKHUH��ZH�FDOFXODWHG�ULVN�IUHH�UDWH�RI�������E\�
XVLQJ�WKH��-PRQWK�7UHDVXU\�QRWH��:LWK�WKH�ULVN�IUHH�UDWH��ZH�WRRN�WKH������(TXLW\�3UHPLXP�WR�
ILQG�WKH�SURMHFWV�UHTXLUHG�UHWXUQ�DV���������:H�XVHG�WKH���PRQWK��RU����GD\V�7UHDVXU\�QRWH��WR�
FDOFXODWH�WKH�ULVN�IUHH�UDWH�EHFDXVH�WKH���PRQWK�QRWH�UHSUHVHQWV�ZKDW�ZH�FRQVLGHU�WKH�OHDVW�ULVN�
DQG�LV�WKH�EHVW�SUR[\�IRU�LW�� 

 
7KH�ODVW�SLHFH�RI�LQIRUPDWLRQ�WR�FRQVLGHU�ZDV�WKH�OLTXLGLW\�SUHPLXP��'XH�WR�WKH�QDWXUH�RI�WKLV�
SURMHFW��5HG¶V�%DU-E-&XH�QHHGV�WR�LQYHVW�VLJQLILFDQW�FDSLWDO�DQG�ZLOO�QRW�KDYH�WKH�RSWLRQ�WR�SXOO�
WKH�PRQH\�RXW�DW�DQ\�SRLQW��:H�DGGHG�LQ�D�OLTXLGLW\�SUHPLXP�RI������WR�IDFWRU�LQ�WKLV�ULVN��7KLV�
WRRN�RXU�FRVW�RI�FDSLWDO�WR�WKH�ILQDO�SRLQW�RI���������:H�KDYH�LQFOXGHG�D�VHQVLWLYLW\�WDEOH�RQ�RXU�



 

³3URMHFW�&DVK�)ORZ�	�0HWULFV�WDE´��:KHQ�ORRNLQJ�DW�LW��\RXU�WHDP�FDQ�VHH�KRZ�WKH�QHW�SUHVHQW�
YDOXH�ZLOO�FKDQJH�EDVHG�RQ�WKH�GLIIHUHQW�FRVW�RI�FDSLWDO�� 

(IIHFWLYH�&RVWV 
 
,Q�HDFK�RI�WKH�WKUHH�VFHQDULRV��WKHUH�DUH�D�KDQGIXO�RI�DVVXPSWLRQV�WKDW�ZHUH�KHOG�FRQVWDQW�
DFURVV��7KHUH�ZLOO�EH�D�QRQ-GHSUHFLDEOH�DVVHW�SXUFKDVH�RI�URXJKO\������PLOOLRQ��DV�ZHOO�DV�IRXU�
GHSUHFLDEOH�DVVHWV�WKDW�FDQ�EH�IRXQG�XQGHU�WKH�³(IIHFWLYH�&RVW´�WDE��,I�\RX�ORRN�RQ�WKH�³(IIHFWLYH�
&RVW´�WDE��\RX�ZLOO�VHH�KRZ�ZH�GHWHUPLQHG�WKH�HIIHFWLYH�FRVWV�IRU�WKH�IRXU�DVVHWV�DQG�WKH�DPRXQW�
ZH�OLVWHG�XQGHU�\HDU���������� 

 
+RZHYHU��RQ�WKH�EDVH�PRGHO��WKH�H[SDQVLRQ�PRGHO��DQG�WKH�SXUVXH�PRGHO��\RX�ZLOO�VHH�D�ODUJHU�
YDOXH�GXH�WR�UHSXUFKDVLQJ�WKHVH�DVVHWV�EHIRUH�\HDU����1H[W��ZH�GLVFRXQWHG�WKHVH�UHFHQWO\�
SXUFKDVHG�DVVHWV�DFFRUGLQJO\��EULQJLQJ�XS�WKH�WRWDO�FRVW�WR�MXVW�XQGHU����PLOOLRQ��7KHUH�LV�
DQRWKHU�URZ�RQ�HDFK�PRGHO�DERXW�WKH�FDVK�IORZ�VLGH�HIIHFWV��,I�WKLV�SURMHFW�LV�SXUVXHG��WKHUH�LV�D�
���������H[SHQVH�GXH�WR�.HDWRQ�QRW�EHLQJ�DEOH�WR�FRQWLQXH�WR�KHOS�UXQ�WKH�UHVWDXUDQW��7KHUH�LV�
DOVR�D�����FHQW�H[WUD�UHYHQXH�IRU�HYHU\�GROODU�RI�VDOHV�UHYHQXH�DWWULEXWHG�WR�EULQJLQJ�DGGLWLRQDO�
VDOHV�WR�WKH�UHVWDXUDQWV�� 

1HW�3UHVHQW�9DOXH 
 
7KH�ILUVW�RI�WKH�WKUHH�VFHQDULRV�ZDV�FRPSOHWLQJ�WKH�SURMHFW�DV�VFKHGXOHG�ZLWK������PLOOLRQ�XQLWV�
VROG�LQ�WKH�ILUVW�\HDU�DW�D�������SULFH�SHU�ERWWOH�SULFH�SRLQW��7KLV�SURMHFW�KDG�����JURZWK�DIWHU�
\HDU���DQG�VORZO\�ORZHUHG�XQWLO�LW�IODWWHQHG�RXW�DW����E\�\HDU����7KLV�RSWLRQ�ZDV�PRGHOHG�RXW�LQ�
WKH�H[FHO�GRFXPHQW�RQ�WKH�WDE�FDOOHG�³3URMHFW�&DVK�)ORZ�	�0HWULFV´��<RX�FDQ�ILQG�WKH�OLVW�RI�
DVVXPSWLRQV�ZH�XVHG�RQ�WKH�WRS�OHIW��)URP�WKHVH�DVVXPSWLRQ��ZH�PRGHOHG�RXW�HYHU\WKLQJ�IURP�
WKH�UHYHQXH��YDULDEOH�FRVWV��IL[HG�FRVWV��WKH�WD[HV��DQG�WKH�FRVW�RI�WKH�DVVHWV�5HG¶V�ZLOO�QHHG�WR�
SXUFKDVH�WR�SURGXFH�WKH�VDXFH��,Q�URZV���-���\RX�FDQ�ILQG�ERWK�WKH�,55�RI��������DV�ZHOO�DV�



 

WKH�139�RI�MXVW�RYHU�D����������ORVV��:H�KDYH�DOVR�EXLOW�IRXU�VHQVLWLYLW\�WDEOHV�IRXQG�RQ�URZV���
-���DQG�FROXPQV�(�WKURXJK�3��2XU�WHDP�HYDOXDWHG�ZKDW�ZH�FRQVLGHUHG�WR�EH�WKH�IRXU�ODUJHVW�
IDFWRUV�LQ�GHWHUPLQLQJ�139�DQG�ZDQW�WR�VKRZ�\RX�KRZ�WKH\�LPSDFW�\RXU�UHWXUQV��:H�WKLQN�WKH�
PRVW�LPSRUWDQW�SLHFH�LV�WKH�YDULDEOH�H[SHQVH�IDFWRU�� 

 
,Q�WKH�2SHUDWLRQV�VHFWLRQ�RI�WKLV�GRFXPHQW��ZH�ODLG�RXW�ZD\V�WR�PLQLPL]H�WKH�YDULDEOH�H[SHQVHV�
WKURXJK�DXWRPDWLRQ�RU�GLIIHUHQW�RXWVRXUFLQJ�RSWLRQV��$V�\RX�FDQ�VHH�D�����FHQW�FXW�WR�WKH�IDFWRU�
ZLOO�UHVXOW�LQ�DQ����������GLIIHUHQFH�IURP�WKH�FXUUHQW�139��:H�EHOLHYH�WKH�XVH�RI�WKHVH�
VHQVLWLYLW\�DQDO\VHV�FDQ�KHOS�PDQDJHPHQW�DQG�RSHUDWLRQV�PDNH�GHFLVLRQV��ZKLOH�XQGHUVWDQGLQJ�
WKH�HIIHFWV�LW�ZRXOG�KDYH�RQ�UHWXUQV�� 

 
$IWHU�ILQGLQJ�D�EDVH��ZH�EXLOW�D�PRUH�FRPSOH[�PRGHO�WR�WDNH�LQWR�FRQVLGHUDWLRQ�D�WKUHVKROG�
DQDO\VLV�DQG�D�GLIIHUHQW�139�DW�GLIIHUHQW�XQLW�TXDQWLWLHV��2Q�WKH�IROORZLQJ�WKUHH�WDEV��\RX�FDQ�ILQG�
D�ORQJHU�OLVW�RI�DVVXPSWLRQV�DV�ZHOO�DV�D�FHQWHU�GURS�GRZQ�PHQX�WKDW�DOORZV�\RX�WR�WRJJOH�RQ�RU�
RII�IRU�GLIIHUHQW�VFHQDULRV��7KH�VKHHW�WLWOHG�µ3XUVXH¶�ZLOO�DOORZ�\RX�WR�VHH�WKH�139�RI�FRPSOHWHO\�
GURSSLQJ�WKH�SURMHFW�RQ���������RU�FRQWLQXLQJ�ZLWK�WKH�VDPH�DVVXPSWLRQV�IURP�WKH�EDVH�PRGHO�� 

 
6HFRQGDU\�6FHQDULRV 
 
7KH�RWKHU�WZR�VFHQDULRV��VFUDSLQJ�WKH�SURMHFW�DIWHU�\HDU���RU�H[SDQGLQJ�WKH�SURMHFW�DIWHU�\HDU����
DUH�PRGHOHG�RQ�VKHHWV�WLWOHG�³([SDQVLRQ´�DQG�³6FUDS�3URJUDP´��6LPLODU�ZLWK�WKH�³3XUVXH´�VKHHW��
³([SDQVLRQ´�DQG�µ6FUDS�3URJUDP¶�FRQWDLQ�WKH�ORQJHU�OLVW�RI�DVVXPSWLRQV��D�PRUH�GHWDLOHG�LQFRPH�
VWDWHPHQW�DV�ZHOO�DV�D�GURS�GRZQ�OLVW�WR�H[SDQG�WKH�SURJUDP�RU�VFUDS�WKH�SURJUDP�UHVSHFWLYHO\��
)RU�WKH�H[SDQVLRQ��ZH�IRXQG�LI�\HDU���VDOHV�DUH�ODUJHU�WKDQ�MXVW�RYHU����PLOOLRQ��\RX�ZLOO�VHH�D�
SRVLWLYH�139��DQG�RXU�SURMHFWHG������PLOOLRQ�XQLW�VDOHV�ZLOO�VHH�D��������,55�ZLWK�D������PLOOLRQ�
139��� 



 

 
2XU�WHDP�IHHOV�YHU\�FRQILGHQW�WKDW�5HG¶V�FDQ�JUHDWO\�EHQHILW�IURP�WKLV�SURMHFW�LI�WKH\�GHFLGH�WR�
H[SDQG�LW�EDVHG�RII�\HDU���VDOHV�QXPEHUV��:H�GR�VKDUH�RXU�FRQFHUQV�WKDW�WKH�EDVH�SODQ�GRHV�
QRW�SURGXFH�D�139��,I�WKH�UHYHQXH�HQGV�XS�EHLQJ�PXFK�ORZHU�WKDQ�ZKDW�ZH�SURMHFWHG��WKHQ�WKLV�
FRXOG�FDXVH�D�VLJQLILFDQW�ORVV�IRU�\RXU�FRPSDQ\��,I�WKH�FRPSDQ\�FKRRVHV�WR�JR�WKH�H[SDQVLRQ�
URXWH��WKHUH�LV�D�ORW�RI�SRWHQWLDO�IRU�5HG¶V�%DU-E-&XH�WR�JURZ�LQWR�RQH�RI�WKH�PDMRU�EDUEHTXH�
VDXFHV�LQ�WKH�6RXWKHDVWHUQ�8QLWHG�6WDWHV�� 

/HWWHU�WR�0U��3HUNLQV 
 
0U��3HUNLQV��RXU�WHDP�FRPSOHWHO\�XQGHUVWDQGV�\RXU�FRQFHUQV�DQG�KRSHV�WR�UHGXFH�WKH�OHYHO�RI�
FULWLFLVP�DQG�ZDON�\RX�WKURXJK�RXU�WKRXJKWV��:H�FDQ�DVVXUH�\RX�WKDW�DQ�LQ-GHSWK�ILQDQFLDO�
DQDO\VLV�KDV�EHHQ�WDNHQ�IRU�WKLV�SURGXFW�DQG�ZH�FDQ�VWDQG�E\�DQ\�RI�WKH�QXPEHUV�ZH�KDYH�� 

 
7R�DGGUHVV�\RXU�ILUVW�SRLQW��WKH�WRWDO�FRVW�WR�LPSOHPHQW�EHLQJ�����PLOOLRQ��ZH�ZRXOG�OLNH�WR�ZDON�
\RX�WKURXJK�RXU�FRVW�FDOFXODWLRQ�DQG�ZKHUH�ZH�EHOLHYH�ZH�KDYH�WDNHQ�LQWR�DFFRXQW�D�PRUH�
GHWDLOHG�FRVW�VWUXFWXUH��7KHUH�DUH�D�KDQGIXO�RI�FRVWV�WR�LPSOHPHQW�WKLV�SURMHFW�ZKLFK�LQFOXGH��WKH�
QRQ-GHSUHFLDEOH�DVVHWV�WRWDOLQJ��������PLOOLRQ��WKH�IRXU�GHSUHFLDEOH�PDFKLQHV�WRWDOLQJ�MXVW�XQGHU�
���PLOOLRQ�WKDW�\RX�PXVW�EX\�WZLFH��DQG�WKH�SUHYLRXV�VSHQGLQJ�RQ�UHVHDUFK��GHYHORSPHQW��
SURGXFWLRQ�HTXLSPHQW��DQG�DGYHUWLVLQJ�HIIRUWV�ZKLFK�WRWDOV������PLOOLRQ��+RZHYHU��HYHQ�ZLWK�DOO�RI�
WKHVH�FRVWV��ZKLFK�WRWDO�������PLOOLRQ��5HG¶V�ZLOO�QRW�EH�VSHQGLQJ�WKDW�HQWLUH�DPRXQW�RI�PRQH\��
2XU�FDOFXODWLRQV�VKRZ�WKH�DFWXDO�FRVW�WR�EH�FORVHU�WR������PLOOLRQ�GXH�WR�D�IHZ�IDFWRUV��7KH�
SUHYLRXV�VSHQGLQJ�DPRXQW�RI������PLOOLRQ�LV�D�VXQN�FRVW��7KH�PRQH\�KDV�DOUHDG\�EHHQ�VSHQW�
DQG��UHJDUGOHVV�RI�WKLV�SURMHFW��ZLOO�QRW�EH�FRPLQJ�EDFN��7KLV�LV�ZK\�LW�VKRXOG�QRW�EH�LQFOXGHG�LQ�
WKLV�FDOFXODWLRQ�� 

 



 

:LWK�UHVSHFW�WR�WKH�QRQ-GHSUHFLDEOH�DQG�GHSUHFLDEOH�DVVHWV��WKHUH�LV�D�UHDVRQLQJ�EHKLQG�
UHIHUULQJ�WR�DQG�WUHDWLQJ�WKHP�GLIIHUHQWO\��:LWK�DQ\�GHSUHFLDEOH�DVVHWV��WKH�FRVW�\RX�SD\�LV�QRW�
WUXO\�WKH�FRVW�\RX�LQFXU�LQ�WKH�ORQJ�UXQ�GXH�WR�WKH�GHSUHFLDWLRQ��'HSUHFLDWLRQ��ZKLOH�QRW�D�FDVK�
H[SHQVH��ZLOO�ORZHU�\RXU�WD[DEOH�LQFRPH�DQG�JLYH�\RX�D�WD[�EHQHILW��,Q�WKH�³(IIHFWLYH�&RVW´�WDE�RI�
RXU�PRGHO��ZKLFK�ZH�KDYH�DWWDFKHG�DV�DQ�DSSHQGL[�EHORZ��ZH�ZLOO�ZDON�WKURXJK�WKH�FDOFXODWLRQV�
XVHG�WR�JHW�WKH�HIIHFWLYH�FRVWV��2XWVLGH�RI�WKH�WD[�EHQHILW�WKH�PDFKLQH�JLYHV�\RX�HDFK�\HDU�
IRXQG�LQ�FROXPQ�(��\RX�DOVR�KDYH�WKH�DELOLW\�WR�UH-VHOO�WKH�PDFKLQH�IRU�WKH�DPRXQW�OLVWHG�LQ�
FROXPQ�+�XQGHU�169��RU�QHW�VDOYDJH�YDOXH��$V�\RX�FDQ�VHH��ZH�FDOFXODWHG�DQ�HIIHFWLYH�FRVW�IRU�
HDFK�DVVHW�DQG�XVHG�WKDW�WR�FRPELQH�LQWR�RQH�YDOXH�WKDW�UHSUHVHQWV�WKH�DPRXQW�SXUFKDVHG�IRU�
WKH���\HDUV¶�ZRUWK�RI�DVVHWV��7R�WDNH�LQWR�FRQVLGHUDWLRQ�WKH�VHFRQG�SXUFKDVH�RI�WKH�DVVHWV�DIWHU�
WKH��WK�\HDU��ZH�XVHG�D�IRUPXOD�WR�ILQG�WKH�SUHVHQW�YDOXH�RI�WKH������PLOOLRQ�FRVW�� 

 
7KH�SUHVHQW�YDOXH��PHQWLRQHG�EHIRUH��LV�D�YHU\�LPSRUWDQW�FRQFHSW�WKDW�PD\�KDYH�FDXVHG�D�
PLVWDNH�LQ�VRPH�RI�\RXU�FDOFXODWLRQV��3UHVHQW�YDOXH�LV�D�FRQFHSW�WKDW�ORRNV�DW�GLVFRXQWLQJ�YDOXHV�
RI�FDVK�WKDW�DUH�PDGH�RU�VSHQW�LQ�WKH�IXWXUH��DQG�EULQJ�WKHP�EDFN�WR�SUHVHQW�YDOXH�EDVHG�RQ�D�
VHW�GLVFRXQW�UDWH�WKDW�LV�GLVWLQFW�WR�HDFK�FRPSDQ\��7KH�GLVFRXQW�UDWH�ORRNV�DW�KRZ�H[SHQVLYH�LW�LV�
WR�JHW�D�GROODU�IURP�D�EDQN��RU�DQRWKHU�SHUVRQ��7KLV�UDWH�GHWHUPLQHV�ZKDW�W\SH�RI�UHWXUQ�\RX�
VKRXOG�UHTXLUH�ZLWK�DQ\�QHZ�LQYHVWPHQW��1H[W��ZH�XVHG�WKDW�UDWH�WR�VKULQN�DQ\�YDOXHV�EHFDXVH�D�
GROODU�WRGD\�LV�QRW�ZRUWK�WKH�VDPH�DV�D�GROODU�WRPRUURZ��,Q�WKHRU\�\RX�FDQ�JHW�D�GROODU�WRGD\��
WKHQ�LQYHVW�LW��DQG�KDYH�PRUH�WKDQ�D�GROODU�WRPRUURZ��,W�LV�EHFDXVH�RI�WKLV�WKDW�WKH�H[SHFWHG�FRVW�
LV������PLOOLRQ�IRU�WKH�ILUVW���\HDUV��DQG�WKH�H[SHFWHG�FRVWV�IRU�WKH�SXUFKDVH�DW�WKH�EHJLQQLQJ�RI�
\HDU���ZLWK�WKH�RULJLQDO�SXUFKDVH�ZLOO�EH�GLVFRXQWHG���7KH�WRWDO�UHVXOWV�LQ�MXVW�XQGHU����PLOOLRQ��
7DNLQJ�WKLV�DOO�LQWR�FRQVLGHUDWLRQ��WKH�UHDO�FRVWV�DVVRFLDWHG�ZLWK�WKLV�SURMHFW�FRPH�RXW�WR�URXJKO\�
WKH������PLOOLRQ�PHQWLRQHG�HDUOLHU�� 

 



 

/RRNLQJ�DW�RXU�UHYHQXH�SURMHFWV��ZH�EDVHG�RXU�H[SHFWHG�UHYHQXHV�RII�RI�D�������SULFH�SRLQW�ZLWK�
�����PLOOLRQ�XQLWV�GHPDQGHG�LQ�\HDU����:H�H[SHFW�URXJKO\�������RI�WKDW�WR�JR�WR�YDULDEOH�FRVWV��
DV�ZHOO�DV������PLOOLRQ�RI�IL[HG�FRVWV�HDFK�\HDU�WKLV�SURGXFW�LV�UXQQLQJ��$OO�RI�WKHVH�QXPEHUV�DUH�
WD[DEOH��DQG�WKH�RQO\�UHYHQXH�WKDW�ZH�EHOLHYH�VKRXOG�EH�DFFRXQWHG�IRU�LV�D����������ORVV�GXH�WR�
.HDWRQ�QRW�EHLQJ�DEOH�WR�ZRUN�DW�WKH�UHVWDXUDQW�DQ\�ORQJHU��$QRWKHU�RSSRUWXQLW\�FRVW�LV�����FHQWV�
RI�UHYHQXH�IRU�HDFK�GROODU�IURP�WKH�VDOHV��DV�WKH�SURGXFW�ZLOO�KHOS�EULQJ�VWRUH�UHFRJQLWLRQ��,Q�\HDU�
RQH��ZH�GR�H[SHFW�D�FDVK�ORVV��KRZHYHU��E\�\HDU�WZR��ZH�H[SHFW�D����������FDVK�JDLQ��DQG�E\�
\HDU�����H[SHFW�WR�QHW������PLOOLRQ��:H�DUH�FRQILGHQW�WKDW�WKH�YDOXHV�ZH�IRXQG�XVLQJ�D�
\HDU���JURZWK�UDWH�RI�����WKDW�VKULQNV�XQWLO�LW�LV����IRU�\HDUV��-���DUH�FRUUHFW�DQG�DUH�D�
FRQVHUYDWLYH�HVWLPDWH�IRU�5HG¶V�%DUEHTXH�6DXFH�DV�LW�PRYHV�IRUZDUG�WR�EHFRPLQJ�D�KRXVHKROG�
QDPH� 


