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Mackenzie Plunkett 

520 Davis Mills Drive, Harrisonburg, VA, 22801 

Phone: (607) 745-9786    

E-mail: plunkemp@dukes.jmu.edu 

 

Distribution Channels: We will sell our product on our website. We are strictly selling 
B2B.  

Competition: Our current competition is other companies making detachable pannier hook 

systems. Universal Pannier Hook is our main competitor. They make 3D printed pannier 
hook sets that can be detached and moved from bag to bag. Some other competitors 

include pannier backpacks, fixed pannier bags, and DIY hook attachments.  
 

Financial Projections (Unaudited): (dollars in thousands) 
                  2024            2025               2026     2027    2028 

Revenue:   1531.15            1625.18           1723.93       1811.39           1919.49 EBIT:        

22.53        73.36              116.19         165.07              219.15 

 

Elevator Pitch 

We're reinventing the pannier bags. Instead of forcing cyclists to purchase expensive $150 pannier 

bags, our product lets them convert any bag they already own into a secure, bike-ready pannier, at a better 

cost. A pannier bag is a type of bag designed to be mounted on the sides of a bicycle used for carrying gear 



   
 

   
 

2 

or personal items while traveling. This patent-pending solution uses a steel hook and heavy-duty spring 

clamp to attach almost any bag to a bike rack in seconds, no screws, no tools, no limitations. Unlike existing 

options limited to specific backpack styles, our universal design brings convenience and flexibility to the 

market. We're targeting a growing demographic of urban cyclists and commuters who value functionality, 

affordability, and sustainability. With a simple, scalable design and strong margins, this product is positioned 

to meet a demand for versatile, low cost carrying solutions. 

Business Description 

Clip & Go is based in Greer, South Carolina, a location chosen for its affordable operations, 

manufacturing accessibility, and strategic distribution advantages. Our facility includes a small warehouse 

and office space for assembly, packaging, and shipping. Major equipment includes light-assembly tools, 

spring clamp testing rigs, and sustainable packaging stations. All packaging is recyclable and eco-friendly, 

aligning with our commitment to environmental responsibility. 

We sell our product through bike retail shops across the U.S. and the European Union, as well as 

through our online store, generating income from both. Our target customers include urban cyclists and 

those who regularly travel via bicycle who value cost-effective, flexible gear. By focusing on bike-friendly 

cities and communities, we serve a growing market of eco-conscious riders looking for practical and 

innovative solutions.  

Business Flexibility 

See Exhibit 10 where we show how we plan to scale our operations as demand increases throughout the five 

years. We cover hourly output rate and resource requirements that vary throughout our five-year plan.  

Competitive Advantage 

Our product stands out in the market due to its superior design and functionality. Unlike 

competitors, our hooks are easily transferable between bags, highly durable, and universally compatible. 

Additionally, our product is affordably priced with a sleek, one-piece design. It’s discreet and visually 

appealing when attached to a bag. 

Value Proposition 

Our sources of income are sales from the product and Internet sales.  

Location 

We selected Greer, South Carolina, as the location for our business because the area offers ample 

space for our operations, cost-effective rental rates for our facility, and a competitive labor market with 
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affordable wages. Additionally, Greer presents a strong market opportunity, as bicycles are widely used in 

the region, making it an ideal location to promote and sell our products. 

Outsourcing 

Our company decided to outsource the pins, springs, and boxes that hold our entire product. Doing 

this is more cost-effective than making them at our warehouse. Manufacturing in-house would mean 

spending a lot on specialized equipment, maintenance, and labor, which doesn’t make sense for components 

that are only being used in one product and in such small quantities. By outsourcing, we save money, keep 

our prices lower for customers, and can focus on improving other parts of our product. 

Financial Performance 

Our revenue and gross profit steadily increase. We maintain a positive EBIT and operating cash 

flow. Our free cash flow is negative in year one before turning positive in year two.   

Business Strategy 

         Our startup is focused on creating high-quality, durable pannier bag hooks that make biking more 

convenient for commuters and premium riders. We use a focus differentiation strategy, concentrating on a 

niche market of cyclists and commuters who value affordability and convenience. By targeting areas that 

have a high number of bikers as commuters, such as Europe, and partnering with bike shops, we can keep 

costs low and quality high. Sustainability is also important to us, which is why our packaging is 100% 

recycled. Through social media marketing, collaborations with biking communities, and great customer 

service, we plan to build a solid customer base and establish our brand in the cycling market. 

 

 

 

 

Exhibit 1: Organizational Chart 
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*All employees will be full-time employees in the company.      

Footnotes:               

1. President will establish long-term goals, oversee the team, and set the company's vision and strategic direction 

2. Operations Manager will oversee daily operations and make sure things are running smoothly. They will also 

focus on inventory management, process optimization, and quality control.  

3. Finance Manager will oversee the company’s finances, including budgeting, cash flow management, and financial 

planning.  

Timeline, Staffing Strategy, and Training 
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Exhibit 2: Pay, mandatory deductions, benefits, and time off table and Motivation 

table 
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Exhibit 3: Market Segmentation Analysis/Target Market Selection 

 

 

Segment 1: For our first segment, we found that 12% of Europeans cycle daily (Statista, 2025). The total number 

of Europeans is 742.3 million, thus 12% is 89.076 million. We are factoring in a target population reduction of 

65%. This reduction is made to factor in not all bike riders wanting/needing to use our product and are more price 

sensitive (Boston Consulting Group, 2024). Europeans also tend to cycle for long distances which would make 

panniers beneficial (Discerning Cyclist). This makes our total target market 31.416 million. Our growth rate is 

2.13% per year over the next five years, which was determined by averaging projections from market research on 

the cycling industry's expected annual growth across Europe. (Euronews, 2023). 

Segment 2: Segment 2: For our second segment we found a source that gave the number of people who have 

ridden a bike in the last year ages 3 and older is 32% or 105.6 million people; which was then reduced by 21% to 

account that the population of children ages 0-17 and (PeopleForBikes and Federal Interagency Forum on Child and 

Family Statistics). This number was then further reduced to account for regular bikers, which include 66% of the 

previous number of 83.424 million (PeopleForBikes). 71% of those people used biking to get to and from leisure 

events; this reduced the number from 55.060 million to 39.092 million (PeopleForBikes). The number of workers 

riding to work from 2006-2023. Using past trends, we calculated that the number of people commuting to work 

would be around 800,000 (League of American Bicyclists). For the growth rate we found a source that gave the 

compound annual growth rate of bicycles being used to commute to work over the next 5 years (ReportLinker). 

This increase is likely due to the recent improvement in bicycling and walking infrastructure initiatives (League of 

American Bicyclists). These numbers added give 39.892 million; to account for not everyone who rides 

wanting/needing a pannier bag, a survey was used that found that between 35%-45% of riders would use saddle 

bags and pannier bags during their different length trips. To account for bias and the short trips that people in the 

United States tend to take, we settled on 31.5% (Global Growth Insights and Discerning Cyclist). This leads to the 

arrival of our final segment size of 12.571 million. 

Segment 3: We got this segment number by multiplying the number of bicycle riders in the US (52 million) by the 

market shares of high-end bike companies like Trek and Specialized (32%) (Zippia). The growth rate was obtained 

through a source that provided projections for the premium bicycle market size from 2023 to 2034. Using these 

figures, we calculated the annual growth rate over the next five years to estimate future market expansion 

(Towards Automotive). 
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Exhibit 4: Market Quantification  
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Exhibit 5: Positioning/Competitive Analysis  

 
Competitor Prices 

DIY Hook Attachments $10-20 

Pannier Backpacks  $50-200 

Fixed Pannier Bags $40-100 

Universal Pannier $18 

Our Product Price 

Clip&Go $40 

Positioning Statement:  

For urban cyclists and commuters who need a seamless way to attach their backpacks to their bike racks, Clip&Go offers an 

affordable, durable, easy-to-use, and versatile pannier hook system. Unlike traditional fixed pannier hooks or bulky detachable 

bags, Clip&Go provides a sleek, transferable solution that enhances mobility without compromising style or convenience. 

 DIY Hook Attachments: While this isn’t a specific product offered by companies, it is a solution that our target market 

may consider when looking for a way to carry their belongings on a bike. These DIY attachments allow users to connect almost any 

bag they own to their bike using common items that can be purchased cheaply, such as bungee cords, carabiners, and duct tape. 

While this solution is cheaper than any commercial product, it has its flaws. These jerry-rigged contraptions have low ease of use, 

requiring the user to spend a significant amount of time attaching and detaching their bag. Additionally, they lack aesthetics since 

they are made from household items and lack durability. 

Pannier Backpacks: These are backpacks with a fixed pannier hook built into the bag. Various companies, such as 

Rockbros, Two Wheel Gear, and Thule, offer these products, with prices ranging from $50 to $200 (Competitive Cyclist). The main 

difference between bags at different price points is quality, as they typically share the same    design with limited separated storage 

compartments. These bags commonly resemble rucksacks, which tend to be geared toward more hardcore bikers. The high price 

range and limited design of these products present an opportunity for our product to gain a competitive edge.   

Fixed Pannier Bags: These pannier bags are not designed to be taken on and off as frequently as backpack 

pannier bags. They are typically used as storage for multiday adventures rather than everyday use. However, they could still be a 

potential option for our target market. These bags come in a variety of designs and are generally less expensive than backpack 

pannier bags (Performance Bicycle). However, they are not ideal for our target market, as they can be awkward to carry and 

require significant effort to remove, often being attached to the bike at multiple points. 

Universal Pannier: Theses hooks are universal screw on hooks that you can screw into your backpack, so 

consumers are not able to take it on and off their bags. It is made with 3D printing which reduces the quality of the product. It’s 

also limited in use as it is only designed for backpacks (Pannier Hooks).  
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Exhibit 6: Marketing Mix 
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Exhibit 7: Flow Chart  

 
Quality 
Step 

What is 
measured? 

How often? How will you ensure quality? 

Q1 Fractures 
that may be 
present in the 
metal 
rectangles 
and crosses. 

 

15/hr 
 
This number is used since it gives us a 50% 
chance of catching a defect if it exists. This will 

help monitor our defect rate on our p-chart 
while balancing the cost of checking to the cost 
a passing. 

To ensure quality, the goal is to move towards Six Sigma quality. 
During three 1 hour-long initial sample runs, where all output was 
measured, it was determined that there is a defect rate equal to 5,000 
defects per million opportunities (DPMO). This gives a baseline of .5% 
for our p-chart baseline. To get our sigma up to 6 sigma. We will use 
DMAIC process using a fishbone chart to brainstorm the reasons for 

these fracture defects. This will be used to find which critical resource 
the defect originated from and make changes based on these findings. 
A p-chart will reflect if we are percent of defects are improving. 

Q2 The quality of 
the weld after 
the handle 
and hook are 
put together. 

15/hr 
 
This number is used since it gives us a 50% 
chance of catching a defect if it exists. This will 
help monitor our defect rate on our p-chart 
while balancing the cost of checking to the cost 

a passing. 
 

We will ensure quality as we continue to progress towards Six Sigma. 
This will be done through the DMAIC problem-solving process. This 
quality check will either pass or fail and has only one possible failure 
point. During three 1 hour-long initial sample run, where all output was 
measured, it was determined that 1% of them were defective. Using 
this as a baseline, a p-chart will be used to monitor the proportion of 

defects. A fishbone diagram will be used to brainstorm the different 
issues that could arise and cause defects. From there, adjustments will 
be made, and the p-chart will reflect if our changes increase or 
decrease the number of defects. 

Q3 The quality of 
the parts 
once they are 
assembled.  

20/hr 
 
This number is used since it gives us a 67% 
chance of catching a defect if it exists. This will 
help monitor our defect rate on our p-chart 
while balancing the cost of checking to the cost 

a passing. 
 

We will ensure quality as we continue to progress towards Six Sigma. 
This will be done through the DMAIC problem-solving process. This 
quality check will either pass or fail and has only several possible 
failure points. During three 1 hour-long initial sample runs, where all 
output was measured, it was determined that 1.5% of them were 
defective. Using this as a baseline, a p-chart will be used to monitor 

the proportion of defects. A Pareto chart will be used to identify the 
most common causes of defects. Using this, changes will be made 
based on the part’s critical resource and measured on the p-chart    

For each critical resource: 

Critical Resource Brief Description Unit Cost (in appropriate unit) How many? 

CR1  This CNC water jet uses water to cut through the stainless steel 
into rectangles and cross shapes to create the hooks and handles.  

$1.80/kg Rectangle: 36/hr 
Cross: 40/hr 

CR2 This CNC water jet only cuts cross shapes for the handles.  $1.80/kg Cross: 60/hr 

CR3 This electric bender spends 1/3 of the time focusing on bending 
rectangles. The other 2/3s of the time, the electric bender bends 
the crosses into the shape of the handles for the clamp.  

$0.02/hr to operate the machine 
$0.0012/unit 

Rectangle: 54/hr 
 
Cross: 108/hr 

CR4 A worker dips the bent hooks in latex rubber and transfer it into 
an oven to harden the liquid latex 

$0.98/hook 
$0.02/kg – liquid latex 

Coats hook: 
30/hr 

CR5 This step molds the liquid latex to a sleeve that will be later be 
attached to the handle 

$0.02/kg 100/hr 

CR6 Worker slips on sleeve onto the handle.  $21/hr 171/hr 

CR7 Worker assembles parts with the riveting machine to put the two 
handles together 

$21/hr 45/hr 

CR8 Robot welds hook onto one side of the handle.  $0.23/hr to operate the machine 
$0.00223/unit 

51/hr 

CR9 The finished product is packaged by outsourced material and 
getting ready to ship out 

$0.02/box 120/hr 

Our Facility: Warehouse : 9906 sq. ft. | CR1 & CR2: 13.12L X 6.56W X 0.66H ft | CR3: 3.61L X 3.61W X 7.55H ft | CR4: 2.92L X 3.03W X 6.00H ft | CR5: 
6.17L X 2.69W X 7.05H ft | CR8: 1.48L X 2.13W X 2.79H ft 
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Exhibit 8: Quality Assurance  
Indicate the 
Dimensions of 

Quality on 

which you will 

focus. 

Why is this dimension important, given your industry & 
target market? 

Identify the Quality 
Step(s) on the Process 

Flowchart / Service 

Blueprint to which this 

corresponds. 

  Performance  If our product does not function correctly, then it is of no use to 

the customer. In our industry, it is crucial that the clamp and 

hook work as intended. Our product can hold the correct amount 

of weight, does not fall off the hook, and is simple to attach. 

Q3 

  Reliability  When stainless steel is welded, it is introduced to an extreme 
amount of localized heat. This could cause the metal to become 

brittle. The weld itself could also have improper welds due to the 

high quantity of units being produced. Since our target market 

will be hauling a wide variety of potentially  

Q2 

  Durability  While stainless steel is known for its strength, improper cutting 

and bending can introduce fractures and material fatigue. Since 

our industry is outdoor gear and bike accessories and our target 

market is daily riders, the product must be durable and 

withstand repetitive use.  

Q1 

 

 

Use the space below to describe any additional Proactive Quality Assurance Plans that are not 

connected to a specific activity on your Process Flowchart / Service Blueprint.   
 

We will engage in preventive maintenance to ensure long-term consistency and process stability. Our focus will be on complex 

mechanical machines, such as the CNC water jet, where even minor issues can impact quality. Since we only have one or two of 

each machine, the cost of potential errors or downtime far outweighs the cost of regular maintenance. We will perform 

inspections and service in accordance with each machine’s manufacturer guidelines, ensuring optimal performance and reducing 

the likelihood of defects before they reach the customer. 

 

Describe any reactive quality assurance plans. Include a recovery plan should a customer receive 

poor quality goods and/or services. 
 
If a customer receives a poor-quality product, we will accept their return within 30 days and promptly send a replacement clip. 

We aim to make the return process smooth and customer-focused, ensuring their concerns are addressed quickly. As part of the 

return process, customers will be asked to submit a brief description of the issues they experienced. We will track this 

information using a Pareto diagram to monitor the frequency and types of defects reported. Over time, this will help us identify 

the most common issues and trace them back to the critical sources within our production process, allowing us to prioritize 

improvements where they will have the greatest impact. 

 

If you will utilize a quality/process improvement methodology, indicate which: 

  ☐  NA  ☐  TQM  ☒  Six Sigma  ☐  ISO  ☐  Benchmarking 

Provide a specific explanation of how your chosen quality methodology relates to your business 
and how it will be applied:  

 
By using principles from Six Sigma quality, we aim to significantly reduce the number of errors produced in our manufacturing 

process. While achieving a defect rate of 3.4 DPMO is an ideal long-term goal, we are applying Six Sigma principles to drive 

continuous improvement and reduce variation. We use the DMAIC problem-solving process to analyze and improve our 

production system. A baseline defect rate was established using the average number of defects observed during an initial test 

run, consisting of three samples taken at each quality inspection point. Each sample covered one hour of production. This was 

established as a baseline for the p-chart. Then using the sample quantity from each respective quality control step, a UCL and 

LCL are established. To identify root causes, we apply Pareto analysis to prioritize defect types and use a fishbone diagram to 

trace them back to their sources. After process changes are implemented, the p-chart helps evaluate whether those actions led 

to a statistically significant improvement. Over time, we expect to see the average number of defects decline, moving us steadily 

closer to Six Sigma-level performance. 
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Exhibit 9: Inventory, Suppliers & Distribution  
 
RAW MATERIAL INVENTORY & SUPPLIER SELECTION 

Item(s) Supplier Name & 

Location (City, State, 
Country) 

Reason for 

selecting this 
supplier 

Supplier’s 

lead time 
(in days) 

Frequency 

of 
replenishm
ent (in 
days) 

System of 

Management 

Mode(s) of 

Transportatio
n 

Stainless 
Steel 304 
Sheet 

Shandong Jiate steel CO. 
LTD 

 

Shandong, China 

They sell stainless 
steel 304 which is 
corrosion resistant 
and strong, while 
also being cost 
effective. They also 

sell in bulk, which 
reduces the 
number of orders 
needed.  
 

32 days 120 days  Fixed 
Quantity 
System  
 

☒  Highway   

☐  Rail 

☒  Waterway    

☐  Air 

Nitrile 
Synthetic 
Rubber 
Latex 

Liquid 

NGOC CHAU TM DV 
Import Export Company 
Limited 
 

Ho Chi Minh City, Vietnam 

This company 
offers a short lead 
time and a fair 
price. This makes 

us competitive in 
the market by 
reducing our 
variable costs.  

5 days 60 days  Fixed 
Quantity 
System  
 

☒  Highway    

☐  Rail 

☒  Waterway    

☐  Air 

Dome 
Head 
Steel 
Blind Pop 
Rivits 

Shenzhen Huiying 
Hardware Co. 
 
Guangdong, China 

This company 
offers the exact 
item we need in 
bulk while at a fair 
price. 

15 days 46 days Fixed  
Quantity 
System 

☒  Highway    

☐  Rail 

☒  Waterway    

☐  Air 

 

Stainless 
302 
Torsion 
Spring 

The Spring Store by 
Acxess Spring 
 
United States, Colton, CA 
 
 

This company is in 
country and offer 
exactly what we 
need in bulk 

5 days 72 days Fixed  
Quantity 
System 
 

☒  Highway    

☐  Rail 

☒  Waterway    

☐  Air 

 

 
FINISHED GOODS INVENTORY     

 Finished goods 

produced  

(per hour) 

Frequency of 

shipping 

finished goods 

Average level of Finished 

goods inventory on site 

Amount of safety 

stock on site 

At the end of 
Year 1 

30 14 days 100% 5,556 

At the end of 

Year 2 

30 10 days 100% 3,213 

At the end of 

Year 3 

36 10 days 100% 12,842 

At the end of 

Year 4 

36 7 days 80% 10,885 

At the end of 

Year 5 

36 7 days 60% 8,305 

DISTRIBUTION    

Name of transportation 
provider/carrier 

Reason(s) for selecting this provider/carrier Frequency of Pick Up / Drop 
off 

Ubest Rates are reasonable, varying from $3080 - $3850, for a 20 ft container to 
$4100-$5750 for a 40-foot container. This also includes the LCL charges, 
which in the case we do not use the entirety of the shipping container, we 
only pay for the space we need.  
 

Every 21 – 120 days depending 
on the required raw materials.  

Method trucking Rates are reasonable. The average cost for 2 tons of shipment from the port 
in Savanah, GA to Greer SC is about $1300 -> $1400. This is for a flat bet 
truck that includes max capacity. If we only take up a portion of the truck 
load it will decrease the price depending on the weight and size of the 
shipment.  

This depends on the frequency 
of the shipping containers. It 
takes about 5-7 days for the 
ship to reach the ports. 
Therefor we would require 
trucking logistics 5-7 days after 

the raw material is in route to 
South Carolina 

 

 



   
 

   
 

13 

Exhibit 10: Capacity & Resources  

 Demand 

(per 
hour) 

Capacity 

(per hour) 

Utilizati

on 
(%) 

Hours 

of 
Operati

on  

Bottleneck 

name and 
description  

How will you manage the bottleneck to ensure 

you can appropriately serve or supply your 
customers? 

At the end 
of Year 1 

 

27.23 30 90.78% 2,008 CR4: Worker 
coats hook in 

liquid latex and 
cooks in 

furnace. 

Our slowest critical resource is still allowing us to 
meet well over the required demand. Given this we 

will not be putting effort into changing the output. 
However, due to the idea of time-motion study, it 

is expected for our hourly out to increase over 
time. 

At the end 

of Year 2 
 

28.39 30 94.63% 2,008 CR4: Worker 

coats hook in 
liquid latex and 

cooks in 
furnace. 

Our slowest critical recourse is still allowing us to 

meet well over the required demand. Given this we 
will not be putting effort into changing the output. 

However, due to the idea of time-motion study, it 
is expected for our hourly out to increase over 

time. 

At the end 
of Year 3 

 

29.60 36 82.22% 2,008 CR1: CNC 
water jet cuts 

metal sheet 
into rectangles   

As our demand continues to increase, we plan to 
adjust our CR4 to be able to produce double the 

rate it had in years one and two through the 
investment in a larger blast drying oven. This shift 

allows our process to produce 36 an hour, lowering 

our utilization and keeping our operation open to 
potential demand shifts that may arise in the 

future. 

At the end 

of Year 4 

 

30.57 36 84.92% 2,008 CR1: CNC 

water jet cuts 

metal sheet 
into rectangles 

We continue to keep CR1 as our slowest critical 

resource as it continues to meet demand while also 

keeping a relatively low utilization which allows us 
to keep our operation open to potential demand 

shifts that may arise in the future.   

At the end 

of Year 5 

 

31.86 36 85.50% 2,008 CR1: CNC 

water jet cuts 

metal sheet 
into rectangles 

We continue to keep CR1 as our slowest critical 

resource as it continues to meet demand while also 

keeping a relatively low utilization which allows us 
to keep our operation open to potential demand 

shifts that may arise in the future.   

 

 Show your calculations for the following parameters at the end of Year 1.  

Hours of 
operation/month  

Demand/month Demand/hour Capacity/month  Capacity/hour Utilization  

40hr/week * 4 
weeks =160 

hours  

 

54,684 / 12 = 
4,557  

54,684/2008 
= 27.23 

(30*8*251)/12 = 
5,020 

30 27.23/30 = 0.908  

 

Describe adjustments you will make as resource requirements vary with time.  Be specific regarding which key resources 
(beyond your bottleneck) will be adjusted, when and how.  If you make multiple adjustments, explain each. 

Over the five-year period, our demand increases, prompting a shift in our hourly production capacity. This shift occurs in Year 3, when our capacity 

increases from 30 units per hour to 36 units per hour due to the upgraded blast furnace. While this is a moderate increase, it does not require 

significant operational changes. To ensure the rest of our processes adapt smoothly and to prepare for potential future bottlenecks, we will expand 

our inventory capacity. This is an achievable adjustment given the size of our warehouse. Our material supply strategy will remain unchanged, as we 

already order quantities well above our output needs due to lower purchasing costs relative to storage costs. Additionally, our raw materials do not 

expire, and large order quantities help ensure we can meet rising demand without interruption. We believe our existing safety stock will be sufficient 

to handle demand surges. However, if additional output is needed, we will reallocate labor and other resources to our bottleneck operations. This can 

be done quickly, as all workers are cross-trained and qualified to operate any machine. 

Additional resources (beyond your bottleneck) must be allocated appropriately to support operations.  Identify which 

resources have a significant impact on capacity at start up and describe why these are appropriate amounts of resources at 

start up. 

Our initial bottleneck is CR4, the latex coating and furnace process, which limits our output to 30 units per hour in Years 1 and 2. Beginning in Year 

3, the bottleneck shifts to CR1, the CNC water jet that cuts the stainless steel 304, constraining our output to 36 units per hour for Years 3 through 

5. At startup, it is essential that our workers are prepared to meet the required output, even if we are not yet producing at full capacity. Our quality 

inspector will play a key role not only in establishing a baseline for our p-chart but also in continuing to monitor defects at the designated inspection 

rate throughout production. Most of our critical resources can process well above the bottleneck rate, such as CR6 with a capacity of 171 units per 

hour and CR5 at 100 units per hour. While the bottleneck produces only a fraction of what these resources can handle, the output is sufficient given 

our demand forecasts. Over time, we plan to reduce the impact of bottlenecks to further improve efficiency. 

 

How will you manage seasonality?  At the current rate of production, we are projected to have 5,556 in safety stock. This can be used 
during seasons of high demand. We will have enough to over the demand while still having more than 1500 units in safety stock. 
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Exhibit 11: Income Statement  
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Exhibit 12: Balance Sheet 
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Exhibit 13: Cash Flow Statement  
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Exhibit 14: Financial Statement Notes  

Rent Expense is based on a warehouse located in Greer, South Carolina. The cost is $7.75 

per square foot per year. The warehouse we chose is 9906 square feet, so we multiplied the 

square feet by the cost per square foot. Rent remains the same for all five years.  

Depreciation Expense is based on straight-line depreciation. Depreciation is assuming a 

salvage value of $0 and a useful life of 10 years. 

Website Expense is based on a monthly fee, and we multiplied that by 12 to get our 

annual expense.  

Office Expense includes a monthly expense of $75 per upper-level manager. So, 

$75*4*12 to get our annual expense of $3600.  

Manufacturing License is renewed every two years. 

Employee Benefits & Retirement is based off information from exhibit 2.  

Future borrowing will be required after the forecasted five years. 

The bank loan is at a 9% interest rate and a 5% annual amortization.  
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Exhibit 15: Financial Ratios  
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Exhibit 16: Financial Analysis  

The financials show positive EBIT, gross profit margin, operating cash flow, and free cash 

flow (after the first year). The current ratio is high due to the large amount of cash being 

added. Revenue grows steadily each year and retained earnings turn positive after the first 

two years, growing to over $270,000 in year five. The EBITDA multiple is negative due to 

having more cash than debt early in the company’s life, which leads to an initial negative 

valuation. 
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