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The decision

One month after closing its $700 million acquisition of Nutranext, The Clorox Company faced an
implementation choice. Nutranext brought four supplement brands and retail, e-commerce and
direct-to-consumer (DTC) channels. Clorox said it could contribute brand building, innovation,
digital marketing and retailer relationships. Which activities should Clorox integrate quickly,
which should it coordinate through shared links, and which should remain under Nutranext's
local control?

The timing offered little clarity about the target's operating performance. Clorox's latest quarter
ended on 31 March, two days before the acquisition closed. The company said it would not
provide pro forma results because Nutranext was not significant to Clorox's consolidated
financial statements. Its May 2 outlook forecast a sales contribution and near-term earnings
dilution, but did not isolate the payoff from specific integration actions. [C02]-[C04].

Assignment: Recommend an integration design for the next 12 months. Specify which
activities should be structurally combined, which should use shared systems, teams or planning
routines, and which should retain Nutranext decision authority. Set evidence-based review
points for any deeper integration. The acquisition is complete; the question is how to organize
it. Use information available by 3 May 2018 only.

What came with Nutranext

Nutranext made and marketed Rainbow Light, Natural Vitality, NeoCell and Stop Aging Now. Its
products were sold through retail, e-commerce and DTC channels. Clorox described about 90%
of Nutranext sales as U.S. sales and characterized its portfolio as leading brands in fast-growing
supplement categories. Those descriptions came from the company; the public materials did
not provide channel-level sales, customer overlap or the target's profitability by brand. [C01],
lines 9-12; [CO3], Note 13, p.17.

Clorox's stated combination thesis was to add scale and breadth to its supplement business
while applying capabilities it already had in brand building, innovation, digital marketing, retail
and e-commerce. Management pointed to RenewLife, a Clorox digestive-health brand, as a
precedent: it said Clorox's brand-building and retail execution had supported broader retail
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distribution and e-commerce growth. That was a management-selected example. The release
did not provide a performance series that would establish whether Nutranext's brands, channels
or capabilities were comparable. [C01], lines 13-18.

Nutranext had generated approximately $200 million in sales in calendar 2017. Clorox paid
$700 million in cash to acquire all outstanding interests in Nutranext LLC and New NeoCell LLC;
the purchase price was funded initially with commercial paper. The closing filing confirms
ownership and payment, but says nothing about reporting lines, operating authority or how the

teams would work together. [CO1], lines 15-18; [C02], Item 2.01, lines 47-49; [C03], MD&A

“Acquisition,” pp.24-25.

A portfolio of capabilities and channels

Clorox's proposal had two sides. Shared capabilities could help Nutranext gain retailer access,
sharpen brand investment and develop digital demand. Nutranext's existing brands, customer
relationships and channel routines could also be sources of value in their own right. A broad
integration might reduce duplicated work and connect decisions across channels; it might also
change the practices that had built a natural-products and DTC customer base.

The public record did not resolve where coordination was most important. It did not disclose
whether the brands shared consumers, whether retail promotions and DTC offers were
coordinated, how customer data were governed, how product claims or innovation decisions
were made, or which employees held critical know-how. Nor did it disclose whether Nutranext's
DTC operation could use Clorox systems without losing responsiveness to its customers.

Exhibit 1. Publicly described assets and possible links

Area

Brands

Retail

E-commerce

DTC

Support and systems

Nutranext at the cutoff

Rainbow Light, Natural
Vitality, NeoCell and Stop
Aging Now

Supplements sold through
retail; target positioned in
natural products

Nutranext products sold
online

Stop Aging Now was
identified as a DTC brand

Target-specific
arrangements not publicly
described

Clorox resource or stated
opportunity

Brand building and
innovation

Retail relationships and
execution; Renewlife cited
as precedent

Digital marketing and
e-commerce capabilities

Potential shared digital
tools or customer analytics

Clorox scale could enable
common processes or
support

Evidence limit

No brand-level economics,
customer overlap or
consumer response to
changes disclosed

No account overlap,
distribution baseline or
incremental sales
evidence

No conversion,
repeat-purchase or
channel-profit data
disclosed

No retention,
acquisition-cost,
data-rights or service-level
information disclosed

No systems map,
integration plan, decision
rights or target cost
structure disclosed

Sources: [C01], lines 9-18; [C03], Note 13, p.17; [C04], “About Nutranext,” p.3. Potential links
are questions for management, not confirmed synergies.
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The financial and operating context

The May 2 results release reported that Clorox's third-quarter sales increased 3% and earnings
per share increased 5%. Gross margin declined 120 basis points, driven mainly by higher
commodity and logistics costs. These were company-wide results for a quarter that ended
before Nutranext closed. They do not show the target's operating performance or any
acquisition effect. [C04], “Fiscal Third-Quarter Results,” pp.1-2.

Clorox's updated fiscal 2018 outlook attributed about one percentage point of sales contribution
to Nutranext and forecast EPS dilution of 7-11 cents, primarily from one-time integration costs.
Management expected gross margin to decline 100-150 basis points for the year, with
acquisition charges as well as logistics and commodity costs among the factors. These figures
were forecasts, not realized results, and did not identify the costs or benefits of particular
integration choices. [C04], “Updates Fiscal Year 2018 Outlook for Nutranext Acquisition,” p.2.

The 10-Q described the $700 million acquisition and financing, but Clorox said Nutranext was
not significant enough to require consolidated pro forma results. Thus, the acquisition had
public strategic importance while remaining small relative to the reporting company's scale.
The available filings left managers without a public standalone baseline for the very channels
and capabilities they were deciding how to organize. [C03], Note 13, p.17, and MD&A

“Acquisition,” pp.24-25.

Exhibit 2. What management said - and what remained unknown

Public statement or fact

Nutranext had about $200m of 2017
sales; purchase price was $700m

Acquisition closed on 2 April 2018

Nutranext expected to add about one
point to FY2018 sales

EPS dilution forecast at 7-11 cents,
primarily due to one-time integration
costs

RenewlLife showed Clorox could help
with brand building and retail
execution

No consolidated pro forma results
presented

Status on 3 May 2018

Historical company disclosures

Reported fact

Management forecast

Management forecast

Management's account of a
precedent

Reported disclosure choice, citing
immateriality to consolidated results

Decision use and limit

Establishes scale and transaction
size; does not reveal margins or
channel mix

Implementation is underway; the
public close filing does not specify
operating structure

Does not isolate performance by
brand, channel or integration action

Indicates near-term cost pressure;
does not estimate long-run
integration benefit

Suggests a capability to test; is not
proof that the same playbook
transfers to Nutranext

Leaves standalone economics
unavailable; immateriality does not
mean strategically irrelevant

Sources: [CO1]-[CO4]. Forecasts and strategic claims are attributed to management.

Three possible organizing approaches

1. Integrate broadly and quickly. Align brand planning, sales processes, digital marketing,
data and support with Clorox's existing supplement activities. This could connect channel
decisions and reduce duplicated work, while creating a risk that Clorox's routines displace
Nutranext-specific knowledge or customer relationships.
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2. Preserve Nutranext's customer-facing autonomy. Retain its brand and channel teams,
decision rights and ways of working for an initial period, while Clorox provides governance
and selected services. This protects local knowledge but may delay shared capabilities and
leave coordination opportunities unused.

3. Build selective links, then stage decisions. Start with joint planning and bounded
experiments in areas where the companies may complement each other; keep brand
positioning, DTC offers and customer engagement with Nutranext until evidence supports a
change. This allows learning while requiring clear owners, measures and review dates.

These are analyst-designed alternatives. Clorox had not publicly disclosed an organization chart
or a chosen integration plan. The company had not announced a Nutranext segment
assignment; students should not assume one.

Your recommendation

Prepare a memo to Clorox's leadership team recommending how to organize the combined
supplement activities over the next year. Identify activities for structural integration, activities
for shared links such as systems, planning or cross-company teams, and activities whose
decision authority should stay local. Address retail execution, e-commerce, DTC, brand
positioning, innovation and support functions where relevant.

For each major integration move, state the mechanism, accountable owner, evidence to collect
and date for review. Consider distribution gains, channel economics, customer repeat behavior,
cost-to-serve, innovation speed and retention of key employees. These are proposed measures;
no target-level baseline or numerical threshold is disclosed. Explain what finding would trigger
deeper integration and what finding would preserve or restore autonomy. Keep management
claims separate from observed evidence and use only the information available at the cutoff.

Academic lenses

Research on acquisitions distinguishes structural integration-placing activities within common
organizational boundaries-from linking mechanisms such as shared processes, cross-unit teams
and integrating managers. One study of technology acquisitions argues that structural grouping
can help where activities are interdependent, while changes in routines can disrupt acquired
capabilities. Its sample and technology setting do not estimate what will happen in a
consumer-products acquisition. [A01].

Two marketing studies offer competing considerations. Their publisher abstracts report that
marketing-resource redeployment may be associated with revenue synergies, and that more
extensive marketing integration may reduce costs while harming market-related performance.
Full texts were not available for those studies in this research pass; the abstracts provide
mechanisms to consider, not a direct prescription or forecast for Clorox. [A02]-[A03].

Sources and conventions

CO01. The Clorox Company, “Clorox Announces Agreement to Acquire Nutranext, a Leader in
Dietary Supplements”, 12 March 2018; full release, especially lines 8-19.

C02. The Clorox Company, Form 8-K, filed 2 April 2018; Item 2.01.

C03. The Clorox Company, Q3 FY2018 Form 10-Q, filed 2 May 2018; quarter ended 31 March
2018. Cited sections and printed pages are identified above.
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https://www.sec.gov/Archives/edgar/data/21076/000120677418000742/clorox3392041-ex991.htm
https://www.sec.gov/Archives/edgar/data/21076/000120677418000742/clorox3392041-ex991.htm
https://www.sec.gov/Archives/edgar/data/21076/000120677418001054/clorox3401221-8k.htm
https://www.sec.gov/Archives/edgar/data/21076/000002107618000007/clxq3fy1810q.htm

CO04. The Clorox Company, “Clorox Reports Q3 Fiscal Year 2018 Results, Updates Fiscal Year
2018 Outlook”, 2 May 2018; cited sections and pages are identified above.

AO1. Puranam, Phanish, Harbir Singh, and Saikat Chaudhuri, “Integrating Acquired Capabilities:
When Structural Integration Is (Un)necessary,” Organization Science 20(2), 313-328 (2009). Full
article PDF. Read in full; its technology-acquisition setting limits transfer.

AO02. Capron, Laurence, and John Hulland, “Redeployment of Brands, Sales Forces, and General
Marketing Management Expertise following Horizontal Acquisitions: A Resource-Based View,”
Journal of Marketing 63(2), 41-54 (1999). Publisher page. Abstract and metadata only.

AO03. Homburg, Christian, and Matthias Bucerius, “A Marketing Perspective on Mergers and
Acquisitions: How Marketing Integration Affects Postmerger Performance,” Journal of Marketing
69(1), 95-113 (2005). Publisher page. Abstract and metadata only.

Company facts, management claims and forecasts are distinguished in the text. The Q3
statements cover a period before closing. No post-cutoff segment assignment, Nutranext
performance or integration outcome is used.
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