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Full Legal Disclaimer

This research presentation expresses our research opinions. Spruce Point Capital Management LLC (“SPCM”) is a practitioner of an investment approach known as research activism.  Investments, such as Resideo 
Technologies Inc. (“REZI”),  are selected based on SPCM’s belief that the market’s consensus view of a security is materially misguided. Once such an investment has been identified, detailed diligence is conducted and 
documented in a research presentation, report or letter to be later shared with the public. This report presents our research and opinions for consideration by market participants. We believe investors benefit from diverse 
perspectives and critical analysis. Market participants will evaluate the merits of our arguments and form their own independent conclusions.  You should assume that as of the publication date of any presentation, report, 
or letter, SPCM (possibly along with or through our members, partners, affiliates, employees, and/or consultants) along with our subscribers and clients have a material short position in all stocks (and are long/short 
combinations of puts and calls on the stock) covered herein, including without limitation REZI and therefore stand to realize significant gains in the event that the price declines. Following publication of any presentation, 
report or letter, we intend to continue transacting in the securities covered therein (including but not limited to reducing or exiting our position), and we may be long, short, or neutral at any time hereafter regardless of our 
initial recommendation. All expressions of opinion are subject to change without notice, and SPCM does not undertake to update this report or any information contained herein.  SPCM, subscribers and/or consultants shall 
have no obligation to inform any investor or viewer of this report about their historical, current, and future trading activities.

In order to manage risk, we may close open positions as we deem prudent. We do not provide “price targets”, although we may express our opinion of what the security is worth. An opinion of the value of a security differs 
from a price target in that we do not purport to have any insight as to how the market as a whole might value a security – we can only speak for how we, ourselves, view its value. We therefore do not hold a position until it 
reaches a certain price target, nor do we hold positions until they reach the price at which we have expressed a valuation opinion. There are numerous factors that enter into investment decisions aside from opinions of the 
value of the security, including without limitation, the borrow cost of a shorted security, the potential for a “short squeeze”, prudent risk sizing relative to capital and volatility, reduced information asymmetry, the 
opportunity cost of capital, client expectations, and the ability to hedge market risk, among other things. Therefore, you should assume that upon publication of this report, we will, or have begun to, close a substantial 
portion – possibly the entirety – of our positions in the covered issuer’s securities. 

This research presentation expresses our research opinions, which we have based upon interpretation of certain facts and observations, all of which are based upon publicly available information, and all of which are set out 
in this research presentation. Any investment involves substantial risks, including complete loss of capital. There can be no assurance that any statement, information, projection, estimate, or assumption made reference to 
directly or indirectly in this presentation will be realized or accurate. Any forecasts, estimates, and examples are for illustrative purposes only and should not be taken as limitations of the minimum or maximum possible 
loss, gain, or outcome. Any information contained in this report may include forward looking statements, expectations, pro forma analyses, estimates, and projections. You should assume these types of statements, 
expectations, pro forma analyses, estimates, and projections may turn out to be incorrect for reasons beyond Spruce Point Capital Management LLC’s control. This is not investment or accounting advice nor should it be 
construed as such. Use of Spruce Point Capital Management LLC’s research is at your own risk. You should do your own research and due diligence, with assistance from professional financial, legal and tax experts, before 
making any investment decision with respect to securities covered herein. All figures assumed to be in US Dollars, unless specified otherwise. 

To the best of our ability and belief, as of the date hereof, all information contained herein is accurate and reliable and does not omit to state material facts necessary to make the statements herein not misleading, and all 
information has been obtained from public sources we believe to be accurate and reliable, and who are not insiders or connected persons of the stock covered herein or who may otherwise owe any fiduciary duty or duty of 
confidentiality to the issuer, or to any other person or entity that was breached by the transmission of information to Spruce Point Capital Management LLC. However, Spruce Point Capital Management LLC recognizes that 
there may be non-public information in the possession of REZI or other insiders of REZI that has not been publicly disclosed by REZI. Therefore, such information contained herein is presented “as is,” without warranty of 
any kind – whether express or implied. Spruce Point Capital Management LLC makes no other representations, express or implied, as to the accuracy, timeliness, or completeness of any such information or with regard to 
the results to be obtained from its use. Spruce Point frequently speaks with industry experts and former employees of companies we evaluate and have written research reports on whom we believe are reliable sources of 
information and opinions. However, we cannot and do not provide any representations or warranties with respect to the accuracy, completeness, or interpretation of the information or opinions they have provided to us. 
The quotations used in our research reports do not reflect all information or opinions they have shared with us, including, without limitation, certain positive comments and experiences with respect to the companies 
researched. In addition, the experts have typically received compensation for their conversations with us and may have conflicts of interest or other biases, which may give them an incentive to provide us with inaccurate, 
incomplete or otherwise prejudiced opinions or information. Investors should not rely solely on these expert opinions and should conduct their own due diligence. Former employees that we speak with are by definition 
separated from the company and thus the information or opinions they have provided may be outdated. All experts agreed, both in writing and orally, to not provide any material nonpublic information or any information 
that they are obligated to keep confidential, and that their service as a consultant or their participation in our research calls does not violate any confidentiality agreement or other obligation they have with their employer 
or any person or entity. The quotations of experts and former employees used in research conducted by Spruce Point Capital Management LLC and conversations with such former employees and experts may be 
paraphrased, truncated, and/or summarized solely at our discretion, and do not always represent a precise transcript of those conversations. 

This report’s estimated fundamental value only represents a best efforts estimate of the potential fundamental valuation of a specific security, and is not expressed as, or implied as, assessments of the quality of a security, 
a summary of past performance, or an actionable investment strategy for an investor. This is not an offer to sell or a solicitation of an offer to buy any security, nor shall any security be offered or sold to any person, in any 
jurisdiction in which such offer would be unlawful under the securities laws of such jurisdiction. Spruce Point Capital Management LLC is registered with the SEC as an investment advisor. However, you should not assume 
that any discussion or information contained in this presentation serves as the receipt of personalized investment advice from Spruce Point Capital Management LLC. Spruce Point Capital Management LLC is not registered 
as a broker/dealer or accounting firm.  

All rights reserved. This document may not be reproduced or disseminated in whole or in part without the prior written consent of Spruce Point Capital Management LLC.
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Report Date NYSE: GNRC | 6/22/2022 Nasdaq: LMB | 7/22/2025 NYSE: FND | 7/1/2024

Enterprise Value $15.7 billion $1.5 billion $12.9 billion

Company 

Promotion

Leader in home standby power generation 

and alternative energies.

Leading building services company that 

designs, constructs, serves and maintains 

mechanical heating, ventilation, and air 

conditioning (“HVAC”), electrical, and 

plumbing infrastructure.

Leading omnichannel retailer in specialty 

hard surface flooring and decor home 

products.

Our Criticism

To deflect from growing core challenges in its 

power generator business, we believe 

Generac is trying to position itself as a new 

clean energy play to buff its ESG and 

transparency image. However, our review of 

its recent M&A roll-up activity to expand its 

core and clean energy efforts reveal a host of 

serious concerns. We see 40%-50% 

downside risk. 

Concerns with LMB’s aggressive accounting 

practices, several connections to actual high-

profile and alleged fraud cases,  decelerating 

organic growth in the Company’s Owner 

Direct Relationships (“ODR”) segment, the 

key growth driver for the Company, and 

Adj. EBITDA and free cash flow are 

overstated by 13% and 200%, respectively, 

over the last twelve months. We estimate a 

20% - 50% potential long-term downside and 

market underperformance risk.

FND’s growth strategy issues are structural 

and not cyclical as competition increases, 

product, technology, marketing and labor 

advantages disappear, and customer 

demographics worsen. Concerns raised that 

the Company recently made revisions to key 

revenue claims, numerous omissions of past 

disclosures, changes to accounting policy 

language and modifications to business 

practices that obscure its growing 

challenges. We see 40%-60% downside risk. 

Successful 

Outcome

Generac’s shares declined as much as -60% 

since our report. Generac’s largest solar 

distributor filed a lawsuit alleging it covered-

up defective products. The Company’s COO 

resigned. Generac issued preliminary 

financial results that blind-sided investors 

with a slow down in growth. Generac 

disclosed it received a subpoena related to a

grand jury investigation.

Limbach’s share price declined by as much 

as -48% since our report. Recent reported 

results have validated some concerns we 

raised about the sustainability of margins, 

quality of cash flow, and organic growth. 

Floor & Decor’s share price declined up to 

-44% following our report and key executives 

such as President Lang, the Chief 

Accounting Officer, Board member Starrett, 

and CEO Taylor each transitioned from the 

Company. Warren Buffett’s Berkshire 

Hathaway sold its entire stock position.  

The recommendations shown above are not intended to be exhaustive or represent investment returns following Spruce Point’s research campaigns. A full list of all recommendations made over the past twelve 

months can be found on our website.

Spruce Point Has A Track Record With Companies 
Touching REZI’s End Markets

Spruce Point has a track record of calls of companies in and around the home and facility services markets. 

https://www.sprucepointcap.com/research/generac-holdings-inc
https://www.sprucepointcap.com/research/an-overheated-hvac-growth-story
https://www.sprucepointcap.com/research/floor-decor
https://www.wral.com/generac-sued-over-issue-that-led-to-pink-energy-closure/20560927/
https://www.sec.gov/ix?doc=/Archives/edgar/data/0001474735/000143774922024034/gnrc20221012_8k.htm
https://www.sec.gov/Archives/edgar/data/1474735/000143774922024347/ex_433428.htm
https://www.sec.gov/ix?doc=/Archives/edgar/data/0001474735/000143774922026207/gnrc20220930_10q.htm
https://www.limbachinc.com/news-events/press-releases/limbach-holdings-inc-reports-third-quarter-2025-results/
https://www.limbachinc.com/news-events/press-releases/limbach-holdings-inc-reports-third-quarter-2025-results/
https://www.sec.gov/Archives/edgar/data/1507079/000150707924000028/fnd-20240903x8kxex991.htm
https://www.sec.gov/ix?doc=/Archives/edgar/data/0001507079/000150707924000031/fnd-20241010.htm
https://www.sec.gov/ix?doc=/Archives/edgar/data/0001507079/000150707924000031/fnd-20241010.htm
https://www.sec.gov/ix?doc=/Archives/edgar/data/0001507079/000150707924000040/fnd-20241030.htm
https://ir.flooranddecor.com/news-events/press-releases/detail/279/floor-decor-announces-leadership-transition-plan
https://finance.yahoo.com/news/warren-buffett-sells-floor-decor-094100807.html
https://www.sprucepointcap.com/
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Report Date NYSE: NCR | 4/23/2015 Nasdaq: IRBT | 2016-2019

Enterprise Value $8.6 billion $2.0 billion

Company Promotion

Best of breed ATM manufacturer capable

of making a hardware to software transition, especially with 

acquisitions.

Leading home robotics company driving broad adoption of 

vacuum robots with significant growth opportunities in lawn 

mower, gutter-cleaning and other robot categories.

Our Criticism

GAAP/Non-GAAP metric diversion, inability to sustain 

operating cash flow, mounting competition and technology

disintermediation, bad acquisitions, insider selling and 

overvaluation. Nobody would acquire NCR and its software 

transformation would disappoint.

Hyper-promotional company that uses aggressive accounting 

and acquisitions to cover its growing financial stress. Insiders 

milk shareholders by rewarding itself with egregious 

compensation schemes despite missing targets. SharkNinja 

market entry and wave of lower-cost vacuum robots are likely 

to pressure margins. 

Successful Outcome

NCR’s strategic alternative process failed with an inability

to find a buyer. This resulted in NCR having to

issue $820m of perpetual convertible

preferred stock with a 5.5% coupon to

Blackstone. NCR’s cash flow declined YoY

as we forecasted. After years of underperformance, in 2023, 

NCR split up into two separate companies, NCR Atleos 

(NATL) and NCR Voyix (VYX). 

The Company filed for Chapter 11 bankruptcy and the stock 

has been delisted. 

Is there anything more to say?

The recommendations shown above are not intended to be exhaustive or represent investment returns following Spruce Point’s research campaigns. A full list of all recommendations made over the past twelve 

months can be found on our website.

Spruce Point Has A Track Record With Legacy 
Technology Companies Failing To Transform

Spruce Point has a track record of calls of companies in legacy technology markets that fail to adapt to changing trends. 

https://www.sprucepointcap.com/research/ncr-corp
https://www.sprucepointcap.com/research/irobot-corp
https://nypost.com/2015/09/22/blackstone-group-ends-talks-to-acquire-atm-maker-ncr/
https://nypost.com/2015/09/22/blackstone-group-ends-talks-to-acquire-atm-maker-ncr/
https://www.ncrvoyix.com/newsroom/ncr-corporation-announces-completion-of-spin-off-of-ncr-atleos-corporation?srsltid=AfmBOoqaNO2woOZo7iYJFS9iU8rT67V98q0oNzYFtqWCy5S6X3aSDTO8
https://www.ncrvoyix.com/newsroom/ncr-corporation-announces-completion-of-spin-off-of-ncr-atleos-corporation?srsltid=AfmBOoqaNO2woOZo7iYJFS9iU8rT67V98q0oNzYFtqWCy5S6X3aSDTO8
https://www.sec.gov/ix?doc=/Archives/edgar/data/1159167/000119312525318337/d97115d8k.htm
https://www.sec.gov/ix?doc=/Archives/edgar/data/1159167/000115916725000097/irbt-20251215.htm
https://www.sprucepointcap.com/
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We Are Short Resideo Technologies (NYSE: REZI) 
And See Potential 25% - 50% Downside Risk

After conducting a forensic financial review of Resideo Technologies, Inc. (NYSE: REZI or “the Company”) Spruce Point calls for an 

independent investigation into the accuracy of its financial reporting and accounting. As a troubled spin-off from Honeywell in 2018 

that has cycled through four CFOs and four CAOs in only seven years, we provide evidence that it has failed to achieve its long-term 

financial goals, suffers from years of organizational complexity, and has failed to fix lingering Enterprise Resource Planning (“ERP”) 

systems and technology. Management has gingerly talked about the ERP issue while providing no roadmap for timing or cost of 

completion, but we conservatively estimate it may need to spend another $100 - $250m. Having passed off $220m of cumulative 

restructuring charges as “one-time” add backs to inflate growing Non-GAAP financial results, and engaging in multiple aggressive 

accounting and financial reporting tactics, our math illustrates that operating cash flow has declined -37% since 2018. 

We also provide analysis that suggests Resideo has engaged in value-destructive M&A with questionable financial reporting to 

bolster the appearance of earnings growth. Notably, in 2022 Resideo acquired First Alert (smoke detectors) from Newell Brands 

(Nasdaq: NWL) for $593m. Ironically, First Alert was once used as an acquisition pawn to cover-up a massive accounting fraud in 

1998 by Sunbeam Corp. (NYSE: SOC) run by the notorious Al “Chainsaw” Dunlap. Later, the business would pass to Newell (through 

Jarden Corp.) where both it and the CEO settled with the SEC in 2023 for $12.5m related to accounting violations and 

misrepresenting core “organic” growth. We provide evidence of revenue reporting issues and challenges faced with the business. 

Following the First Alert deal, Resideo acquired Snap One Holdings (“Snap”) (Nasdaq: SNPO) for $1.4 billion. Snap itself was an 

amalgamation of businesses, notably through the acquisition of Control4 (Nasdaq: CTRL). We provide evidence that Snap is also 

under strain with various accounting and financial reporting tactics used to bolster earnings. In 2021, Resideo presented revenue and 

gross margin goals for 2024. Our analysis, which adjusts for recent M&A and FX, estimates that total organic growth was ~2.9% or 

310bps below target. The underperformance was largely driven by the Product and Solutions (“P&S”) segment which we estimate 

grew 0.8% vs. 4-6% targeted. In 2021, REZI even said the addressable market for P&S was growing “mid-to-high single digits” which 

suggests it may have lost serious market share. Furthermore, gross margins were projected to be 30-32% but came in at 28.1%. 

Again, the biggest variance was in the P&S segment which was projected to have 46-48% gross margins but produced 41%. One 

notable pocket of weakness is its security business where it lost $100m of revenue from ADT following Google’s investment in 2021. 

With few, if any, levers left to spin upside potential, we believe REZI is now doing an about face and claims the best way to unlock 

value is to split-up the Company. We think this is a red herring and the real problem is weakening competitive positioning, diminished 

growth vectors, and growing accounting strains which can’t simply be solved by a split-up. While we applaud REZI for finally settling 

its obligations to Honeywell in July 2025, it is now left precariously levered at 5.5x (up from 3.3x in 2018) with significant financial 

uncertainties ahead. Based on our sum-of-the-parts analysis, we believe the share price to be materially overvalued and see 25% – 

50% downside risk and expect shares to underperform the market and its related industries. 
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REZI Has A Troubled History And Problems Appear 
To Be Intensifying

REZI has a troubled history of organizational complexity, financial failure, and the recent split up announcement is 

likely to intensify its problems. 

REZI spun-off from Honeywell in 2018 with the high hopes of unlocking value for the assets. But according to a former high-

level executive we spoke with said the businesses were “smushed together” for the spin-off and “operationally behind the 

scenes there were a lot of growing pains in terms of how to harmonize these businesses”. The initial vision of being a 

software-centric company did not pan out and early slides promoting connected customers and recurring revenue were 

dropped. Today, we believe solutions for the residential and commercial building space need connectivity and technology 

edge to succeed, especially with the likes of Amazon and Google focusing on the home. After a period of 16% annual 

connected customer growth, we estimate that REZI’s growth rate plummeted to 1.6% in 2025. The Company has also 

deemphasized R&D and has made three expense reporting reclassifications. By our estimate, R&D expense per engineer 

has fallen -10% in the past three years while its current and pending patent portfolio has declined.

We frequently find that companies with capex mis-forecasting issues either have underlying business problems or poor 

financial management. For starters, REZI has changed its capex nomenclature on its cash flow statement four times to 

obscure the amount of software spending. Management has frequently missed capex forecasts by 15-25%, with a 122% 

miss at spin-off. At its March 2021 Investor Day, REZI said annual capex would be 2-3% of revenue through 2024, but it 

never exceeded 2%. Capex spending is crucial to the story, especially when it comes to spending on its ERP system. A 

former executive told us it was a “bit of a rat nest that spun out in terms of those back office systems”. Management has 

only gingerly discussed the ERP since 2021, but recently revised financial guidance and blamed the ERP while suggesting 

that even some issues may not be fixable from systems that can’t connect. Based on REZI’s size and complexity (e.g.  ADI 

which distributes more than 500,000 products from over 1,000 manufacturers to a customer base of more than 100,000), we 

conservatively estimate it may need to spend another $100 - $250m on its ERP system.

Our forensic research finds severely problematic financial reporting when it comes to explanatory factors driving revenue 

and acquisitions. These issues are likely a function of REZI’s problematic ERP and further complicated by the fact it has 

completed at least thirteen acquisitions and three divestitures since the spin-off. Of course, with the Company having 

rotated through four Chief Financial Officers and four Chief Accounting Officers since coming public, the potential for 

problems are exacerbated from the lack of continuity in financial leadership. Complicating matters, Nebraska's Attorney 

General recently sued Resideo for “deceptive and unfair business practices” and “deceptively marketed” security products.  

1
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REZI’s Landmark Acquisitions Also Appear Troubled

Recent acquisitions look troubled, paper over REZI’s long-term goal failures, and appear to intensify its financial 

problems. Its initial foray into large scale acquisitions was First Alert in 2022. 

In March 2021 during its Investor Day, REZI set specific organic revenue and gross margin by segment and consolidated 

operating cash flow goals to be achieved by 2024. The Company did not mention acquisitions as being integral to the 

strategy, leading investors to believe its objectives were organic growth. In fact, acquisitions were listed as its lowest priority 

at its 2018 spin-off. Based on our analysis, we believe that REZI has woefully missed its 2024 targets communicated to 

investors in early 2021. Over the same period, REZI has ceased to provide key annual guidance metrics such as revenue 

growth per segment, gross margin and corporate expenses. Our analysis, which adjusts for recent acquisitions, FX, and 

divestitures estimates that total organic growth was ~2.9% or 310bps below the target. The underperformance was largely 

driven by the Product and Solutions (“P&S”) segment which we estimate grew 0.8% vs. 4-6% targeted. In 2021, REZI even 

said the addressable market for products and solutions was growing “mid-to-high single digits” which suggests it may have 

lost serious market share. Furthermore, gross margins were projected to be 30-32% but came in at 28.1%. Again, the 

biggest variance was in the P&S segment which was projected to have 46-48% gross margins but produced 41%. 

Our analysis also suggests that REZI has engaged in value-destructive M&A with questionable financial reporting to bolster 

the appearance of earnings growth. Notably, in 2022 it acquired First Alert (smoke detectors) from Newell Brands (Nasdaq: 

NWL) for $593m. Ironically, First Alert was once used as an acquisition pawn to cover-up a massive accounting fraud in 1998 

by Sunbeam Corp. (NYSE: SOC) run by the notorious Al “Chainsaw” Dunlap. Later, the business would pass to Newell 

(through Jarden Corp.) where both it and the CEO settled with the SEC in 2023 for $12.5m related to accounting violations 

and misrepresenting core “organic” growth. We provide evidence of challenges that lie ahead with the business, which one 

former employee who went through the acquisition described as “a disaster”. Notably, we find revenue reporting issues 

around the time of acquisition and uncharacteristic strength followed by restructuring programs and sporadic synergy 

updates. The early revenue in 2022 went ahead of plan, and in early 2025, First Alert again had uncharacteristically strong 

performance against what it previously said were seasonally weak Q1 trends. The business is heavily retail distribution 

focused (66% Home Depot, Lowes, Costco, etc.) and 34% professional. An uplift in 2025 from a new Google connected 

device is likely to create difficult comps and carry lower margins. REZI is touting strengthening partnerships with home 

builders, but we believe price wars and volume discounts result in lower margins through this channel. Overall, a former 

executive intimately familiar with the First Alert business expressed the view that REZI overpaid for the business. First Alert’s 

“premium” connected brand called Onelink also appears to have been quietly discontinued. 

2
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Troubled Acquisitions Continued: 
A Look At Snap One Holdings

Following the First Alert deal, REZI acquired Snap One Holdings (“Snap”) (Nasdaq: SNPO) for $1.4bn. Snap was an amalgamation 

of businesses, notably through SnapAV’s acquisition of Control4 (Nasdaq: CTRL) in 2019 for $680m. This created a hybrid 

company with both product development and distribution. For reporting purposes, REZI classifies it within the ADI distribution 

segment, despite requiring significant R&D costs. We provide evidence that Snap came under various culture, financial reporting, 

and accounting strains during the integration. Former Snap employees working through the Control4 acquisition describe it as 

challenged and that product innovation had fallen behind. Increasing adoption of Matter, a universal smart home technology 

standard, is also seen as likely to pressure REZI’s branded hardware. For example, IKEA just launched 21 Matter-enabled 

products. Sonos has also been described as an emerging competitor, especially in the Do-It-Yourself (“DIY”) market which has 

been gaining traction. Snap’s early success was high-end installations among the wealthy Do-It-For-Me (“DIFM”) segment which 

received a boost during COVID-19 along with general home project improvement trends. Another former executive highlights that 

Comcast was a big customer who bought a lot of RG6 coaxial cable. Given cable cord-cutting trends, we expect this to impact 

Snap. Our analysis of Control4, ~30% of Snap’s revenue, indicates stagnant home installs and dealer network expansion.  

Following the preliminary deal valuation, we find that REZI made two revisions to lower Snap’s inventory value. In our opinion, this 

increases the likelihood that Snap’s historical earnings were overstated by under-provisioning for slow moving or obsolete 

inventory. Second, REZI increased its customer life assumption from 10 to 12 years. Given challenges described by former 

employees, we believe this is an extremely aggressive assumption and well beyond the 7 – 8 years supported by our competitive 

analysis. Also, as a proxy and based on a recent interview of an executive at a major security company that moved away from 

Alarm.com and Resideo, the average customer life is 7 – 8 years and that moving is a big reason for churn. We believe that REZI’s 

pre-tax income in the YTD 2025 period is inflated by 8-12% as a result of overly aggressive assumptions about the average 

customer life from the Snap transaction. 

We also find stress in REZI’s inventory accounts following the Snap deal. Finished goods now make up ~87% of inventory and the 

ratio of inventory to projected sales is at a multi-period high. We think this indicates future margin pressure. Management says 

inventory issues started near the end of Q3’25 and are temporary due to HVAC equipment regulatory changes for new refrigerants 

but our analysis suggests inventory stress rose for over a year since the Snap deal closed. 

Lastly, accrued customer rebate reserves have accelerated in growth since Q1’25 to double digits while the spread between 

revenue growth, accounts receivable, and accrued rebate reserve have also hit multi-period highs. These factors, combined with 

elevated inventory and newly disclosed third-party costs for R&D for new products, all suggest lower future margins. The Board 

appears to recognize the growing influence of customer incentives. A careful review of the revenue definition for short-term bonus 

incentives in the proxy statement now calls out “rebates, other customer incentive programs”.

3
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REZI’s Promoted Growth Opportunities Appear 
To Be Fizzling Out Fast

Exclusive Brands and Ecommerce:

In the ADI segment, REZI points investors to opportunities with its ecommerce sales and exclusive brands which it says are 

faster growing with higher margins. The problem appears self-evident in that we find cases of brands on ADI’s website that 

can be purchased directly from the manufacturer and available elsewhere with easy price comparison. REZI also recently 

claims its goals are to have touchless revenue at 60-65% of revenue and that exclusive brands can be a $1bn business. To 

have faith in these goals, REZI should provide reliable and consistent metrics for investors to track its progress. REZI stopped 

disclosing touchless revenue at the end of FY23. 

Moreover, reported organic ecommerce revenue appears to have received a big uplift during the first year of the Snap One 

transaction. However, in Q3’25 the growth rate declined dramatically back to just 3%. ADI (ex-Snap) exclusive brands organic 

revenue growth collapsed from 32% to 3% from Q2-Q3’25. If we include Snap exclusive products, organic revenue growth 

declined from 5% to 3% from Q2-Q3’25. Overall, it appears that these growth vectors are starting to meaningfully decelerate. 

This analysis is corroborated by Similarweb analytics which show a -27% decline in web traffic to SnapAV’s homepage and 

generally flat traffic to its order status page since REZI closed its acquisition. Control4 and OVRC, its professional remote 

management platform for Control4 dealers, are critical exclusive brands acquired through the Snap transaction. Similarweb 

analytics also show weak trends to each website.

There is another strong clue that ADI’s revenue momentum will slow in the coming quarters. From Q3’24 through Q2’25, ADI 

President Aarnes referenced the number of new product and SKUs launched. However, in the last quarter of Q3’25 he 

conspicuously stopped referencing new product launches. This factor, along with REZI now signaling that third party services 

are being used to develop products, suggests to us that any revenue uplift from new product introductions is likely to slow. 

Adjacent Category Expansion Hype:

REZI started talking about adjacent category expansion more prominently in 2023 by focusing on Pro and Residential AV, 

along with Data Communications (“Datacom”). Combined, REZI claimed sales were over $500 million in 2022, up 20% year-

over-year. Ever since, REZI has not updated its product segment or combined revenue figures for these growth categories. 

However, based on recent commentary, it appears that growth has significantly flattened, with Datacom and Pro AV growing at 

low double digits, while Residential AV seeing flat growth. The Residential AV category performance is even more troubling 

given that REZI bolstered its capabilities with the Snap acquisition. 

4
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We Believe REZI’s Non-GAAP Results Are Dubious;
Cash Flow Is King And It Is Cratering

Ignore REZI’s Non-GAAP results; cash flow never lies and we believe it is the ultimate arbiter of REZI’s failures:

REZI wants investors to buy that its eight line-item adjusted Non-GAAP EPS results, up 29% YTD’25, are a credible measure 

of its financial success. We beg to differ and believe cash flow is king and how the Company should be evaluated. There are 

two key factors which we believe heavily fluff REZI’s Non-GAAP results: 

1) Since 2018, REZI has reported $220m of cumulative restructuring and impairment charges as recurring add-backs every 

year except 2021. We don’t believe these are ignorable, one-time costs, but rather necessary legacy and on-going 

optimization costs that management was likely aware of from the onset of the spin-off.

2) Tax reporting is an area of accounting that requires significant judgement. Companies often report cash taxes paid at the 

bottom of the cash flow statement. There can be year-to-year differences between reported and cash amounts due to 

timing of audits, investigations, and refunds. We evaluate REZI’s income tax expense vs. cash taxes paid, net over the 

long run and should expect them to be roughly equal. However, since 2021, REZI has been reporting less GAAP income 

taxes than cash taxes paid. Cumulatively, the amount of taxes under-reported on the income statement relative to cash 

taxes paid is ~$142m. Therefore, we argue that Net Income has also been cumulatively overstated by the corresponding 

amount. Bolstering our concerns, we observe that REZI started providing quantitative disclosure of uncertain tax positions 

in the 2022 10-K. Moreover, we are concerned by the removal of house auditor Deloitte in favor of Grant Thornton at three 

U.K. entities where REZI has generated combined losses of £84m in 2024 and involved large restructuring and reversal 

impairment charges related to intercompany entities.

At the 2021 Investor Day, REZI outlined its 2024 operating cash flow (“OCF”) goal to be >$600m. However, by our estimate 

OCF was $425m when adjusted for the fixed costs obligations to service its preferred stock dividends. In the last 12 months, 

OCF has markedly deteriorated. REZI is now disclosing cash payments to repurchase shares for stock award tax 

withholding. By classifying these costs as operational, we find that trailing OCF is only $303m. These results should also be 

put into context that REZI spent over $2bn on acquisitions and said it achieved $30m of First Alert synergies and has 

reported $17m of synergies from Snap in 2024. Despite these transactions and synergy results, performance has fallen well 

short of the goals. In fact, in the LTM period we estimate cash flow has collapsed by -37% since the 2018 spin-off. 

Compounding our concerns, the short-term incentive program for management’s bonus removed OCF as a criteria in 2024. 

REZI stopped providing details of its goodwill testing methodology after 2021 but references cash flows and claims no 

impairments are required. With cash flow down so much below plan, it is hard for us to accept this conclusion at face value. 

5
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REZI trades at a substantial premium to its sum-of-parts and has few, if any, catalysts remaining after the split-up 

announcement and removal of the Honeywell obligation:

REZI is an underfollowed “special situation” now being promoted by only two analysts who estimate its average price target 

to be $45 (25% upside). We deconstruct the promotional case and believe it is easy to refute given the obvious failures by 

management and the significant financial uncertainties that remain including: 1) Changing end market dynamics and 

weakening growth opportunities 2) Transparency in ongoing ERP costs, and 3) The structure of the new entity and costs to 

execute. 

Based on our sum-of-the-parts analysis which compares the profile of the ADI business and P&S segments vs. comparable 

companies, we believe it has both lower projected revenue growth and gross margins. For these reasons, along with our 

belief that REZI remains an operationally complex company with a track record of disappointment by current management, 

we value it at a discount to peer multiples. We also factor in $75 – $100m of separation costs. Of note, at least $80m of 

costs were incurred upon the initial spin-off of REZI from Honeywell in 2018. 

REZI currently trades at 1.3x 2026E revenue (double the median long-term multiple of 0.6x) based on our adjustments which 

considers: 1) The $500m convertible preferred stock as in-the-money equity, and 2) Incorporates environmental, pension and 

other tax liabilities of $215m. We believe 1.3x revenue  is a rich multiple given that REZI is mostly a low-growth hardware 

manufacturer and distributor that fails to even disclose its true software spend. 

LTM leverage has also risen dangerously from 5.5x (up from 3.3x in 2018) with significant financial uncertainties ahead. We 

see few catalysts left to propel its share price higher after the split-up and Honeywell settlement announcements. Based on 

our sum-of-the-parts analysis, we believe the share price to be materially overvalued and see 25% – 50% downside risk. We 

expect shares to underperform the market and its related industries. 

Always follow the money: We observe that total insider ownership peaked in 2023 and has been declining. If management 

is to sell investors on its vision that splitting up the Company has value, then we would prefer to see their ownership increase 

with more stock compensation or open market purchases. We are troubled to see that ADI President Aarnes sold a large 

block of stock under a 10b5-1 program on the exact day that REZI’s separation announcement was made on July 30, 2025. 

Moreover, we are concerned by the recent practice of issuing deferred share units to Board members. In our view, this could 

signal director dissent, retention, or cash flow issues.

6

We Are Short Resideo Technologies (NYSE: REZI) 
And See Potential 25% - 50% Downside Risk
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We Believe REZI’s Share Price Has Few Catalysts 
Left To Propel Its Share Price

Spruce Point believes that REZI’s share price reflects a fail-forward mentality. Since its spin-off from Honeywell in 2018, our 

analysis suggests that it has failed to execute on its growth strategy and has further complicated its business with two large and 

troubled acquisitions of First Alert and Snap One. It has recorded $220m in cumulative restructuring costs since 2018 which have 

yielded little tangible improvements. Our analysis indicates that Adj. Operating Cash Flow is down -37% between its spin-off and 

the last 12 months. Complicating matters, REZI’s adjusted debt has more than doubled from $2.0 to $4.3bn since 2018. In 2025, 

REZI announced a split into two public companies and settled its remaining obligations to Honeywell. We now see few, if any, 

catalysts left as REZI becomes a “trust me” story that it can unlock value as two separate companies after telling investors for 

seven years that it had the right strategy. 

REZI’s Long-Term Share Price

Oct 2018

Spin-off from 

Honeywell

July 2025

Split into two 

public 

companies 

announced / 

CAO appointed

March 2021

Sets Long-Term 

2024 Goals

Aug 2025

Settles 

Honeywell 

agreement for 

$1.59bn, 

raises debt

Nov 2024

CEO 

Succession 

plan and New 

Chairman of the 

Board

June 2024

Acquires Snap 

One for $1.4bn

April 2022

Acquires First 

Alert from 

Newell Brands 

for $593m

Aug 2021

Settles class 

action lawsuit 

for $55m

Spruce Point 

analysis 

indicates REZI 

failed miserably 

to achieve its 

2024 goals

Source: Bloomberg

https://investor.resideo.com/news/news-details/2018/Honeywell-To-License-Its-Brand-To-Homes-Spin-Reveals-Post-Spin-Company-Name-Will-Be-Resideo/default.aspx
https://investor.resideo.com/news/news-details/2025/Resideo-Announces-Intention-To-Separate-ADI-Business-Creating-Two-Independent-Public-Companies/default.aspx
https://www.sec.gov/ix?doc=/Archives/edgar/data/0001740332/000119312525162216/d825316d8k.htm
https://s206.q4cdn.com/301352751/files/doc_presentations/2021/03/1/Resideo-2021-Investor-Presentation-Final.pdf
https://investor.resideo.com/news/news-details/2025/Resideo-Announces-Completion-of-Transaction-with-Honeywell-To-Accelerate-Payment-of-All-Potential-Monetary-Obligations-Under-Indemnification-and-Reimbursement-Agreement/default.aspx
https://investor.resideo.com/news/news-details/2024/Resideo-Announces-CEO-Succession-Plan-and-New-Chairman-of-the-Board/default.aspx
https://investor.resideo.com/news/news-details/2024/Resideo-Completes-Acquisition-of-Snap-One/default.aspx
https://investor.resideo.com/news/news-details/2022/Resideo-Completes-Acquisition-of-First-Alert-Inc/default.aspx
https://investor.resideo.com/news/news-details/2021/Resideo-Enters-into-Binding-Agreement-in-Principle-to-Settle-Class-Action-Litigation/default.aspx
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Resideo Technologies Is A Serial Disappointment 

We believe the promotion behind Resideo Technologies is a series of disappointments. The latest evolution as a split-up story to 

unlock value becomes an even greater “trust me” story with the current management team that previously failed to hit targets. 

Seven Year Spin Cycle of Resideo Technologies

2018 Spinoff From 
Honeywell

REZI: 2018-2026 2026 - forward

The Pitch: Value to be unlocked 

through spin-off

Spruce Point Reality:

• Offload motley group of 

complex and poorly organized 

businesses

• Onerous obligations due to 

Honeywell

• Expectations too high, 

especially in software 

evolution

Pitch: Value to be unlocked by 

separating

Spruce Point Reality: 

• A bet on the same 

management team that sold 

the failed 2018-26 execution 

story

• No ERP roadmap for 

time/cost of completion

• Uncertain standalone cost 

structure

• Uncertain growth and margin 

outlook; expectations too 

high

Pitch: We’re executing, 

Non-GAAP earnings growth

Spruce Point Reality: 

• Four CFOs and CAOs

• $220m of restructuring charges 

as add-backs

• $142m of tax maneuvers 

to bolster GAAP earnings

• $2bn+ of challenged M&A deals 

with questionable accounting and 

reporting

• Failed 2024 growth + margins 

objectives set in 2021

• Connected customer growth 

plunge to est <2% in 2025

• Adj. FCF -37% since 2018



REZI Struggles With Unresolved 
Legacy Challenges And Failures: 
A Split Is Likely To Intensify Issues
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Latest Corporate Spin At A Glance…

After spinning-off from Honeywell in 2018, REZI was created around ADI Global Distribution, a wholesale distributor of low-voltage 

products, and the Products and Solutions business which manufacturers a range of building products for residential controls and 

sensing. The pitch was that the spin-off would “unlock value” for these two businesses. Now after seven years, $220 million of 

“one-time” restructuring costs, $2bn+ spent on wasteful transformational and tuck-in M&A, and a failure to be completely 

transparent about its Enterprise Resource Planning (ERP) challenges, management is spinning a 180-degree story that more 

value can be unlocked through a split-up of the two segments. Our research and analysis suggests that REZI is experiencing 

growing financial pressures and waning growth opportunities and that buying into the Company’s latest pitch merits skepticism.  

Source: REZI Investor Presentation.

Splitting up 

yet still 

inter-

dependent?

https://s206.q4cdn.com/301352751/files/doc_financials/2025/q3/Resideo-Q325-Earnings-Presentation-vF.pdf
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Private Equity And Corporate Investment Has 
Accelerated Across REZI’s Markets

Spruce Point believes that REZI is being pressured by significant capital flows into its core distribution, security, and safety 

markets. Private equity has been a profound player in the market along with big technology players. Large public companies 

looking to rationalize their portfolio of businesses (ex: Bosch / Triton, Kidde / Lone Star) have also been divesting assets.  

Selected M&A In REZI’s End Markets

Year Target Acquiror/Investor Value $ mm Description
2025 Bursma Distribution Security Equipment Supply N.A. Supplier in the security and low-voltage industry

2025 GSA Security, Inc LaForce N.A.
Low voltage electrical contractor that provides physical security 

solutions including voice and data cabling, camera systems

2025 SS&Si Dealer Network FAST Security Distribution N.A.
Five decades supporting the success of independent alarm 

dealers across the country

2025 SimpliSafe GTCR Private Equity $2,500 Smart home security systems

2025
Research Products Corp 

(AprilAire)
Madison Industries $2,600 Residential and commercial air solutions

2025 (2018) Tado Panasonic (Amazon) € 30.0 European home energy management solutions

2024
Bosch Security & 

Communications (Keenfinity)
Triton Partners Est >$1,000

Intelligent product solutions in the areas of video surveillance, 

access and intrusion control

2024 Brilliant NextGen
Almeida Strategic 

Investments
N.A. Smart home systems and products

2024 Kidde Global Access (Carrier) Lone Star Funds $3,000 Sale of its Commercial and Residential Fire business

2024 Athom LG Electronics N.A.
Bought 80% stake of a smart home platform company based in 

Enschede, Netherlands

2022 Vivint Smart Home NRG $5,200 Smart home security systems

2021 Wave Electronics Altamont Capital N.A.
Value-added distributor of connected home, A/B and residential 

security products

2021 Ecobee Generac $770 Smart home thermostats and security devices

2020 Anixter WESCO $4,500 
Distributor of network and security solutions, electrical and 

electronic solutions, and utility power solutions

2020 Qolsys Johnson Controls N.A.
Acquired remaining 42% stake in Qolsys, a residential and 

commercial security and smart-home manufacturer

2020 ADT Google $450
Security, automation, and smart home solutions serving 

consumer and business customers to integrate w/Nest

2018 Ring Amazon $1,100 Smart home security systems

https://sesonline.com/ses-news/security-equipment-supply-expands-with-the-acquisition-of-bursma-distribution.html
https://laforceinc.com/blog/laforce-expands-to-florida-acquiring-gsa-security-inc/
https://www.securitysystemsnews.com/article/ss-si-acquires-assets-of-fast-security-distribution
https://www.gtcr.com/simplisafe-signs-definitive-agreement-to-be-acquired-by-gtcr/
https://madison.net/indoor-air-innovation-leader-madison-air-acquires-research-products-corporation/
https://www.tado.com/en-gb/press/tado-secures-30-million-euro-funding-from-panasonic
https://fortune.com/2018/10/25/tado-amazon-google-nest-smart-thermostat-funding/
https://www.triton-partners.com/media/news/triton-acquires-security-and-communications-technology-product-business-from-bosch/
https://www.brilliant.tech/blogs/news/brilliant-nextgen-will-expand-solutions-for-builders-through-its-acquisition-by-private-investors
https://www.kidde.com/newsroom/press-release/kgs-acquired-by-affiliate-of-lone-star-funds
https://www.lgcorp.com/media/release/27847
https://www.nrg.com/about/newsroom/2022/41771.html
https://altamontcapital.com/altamont-capital-partners-acquires-the-assets-of-wave-electronics/
https://www.ecobee.com/en-us/newsroom/press-releases/generac-to-acquire-ecobee-inc/?srsltid=AfmBOor4DkDpPQXFvtcNzonw_1sA4922NAatcwPHyC4LGWe4haZ4vKFJ
https://wesco.gcs-web.com/news-releases/news-release-details/wesco-international-announces-completion-merger-anixter
https://www.prnewswire.com/news-releases/johnson-controls-acquires-qolsys-inc-to-capitalize-on-emerging-technologies-and-customers-looking-for-world-class-building-solutions-301106008.html
https://newsroom.adt.com/financial/adt-announces-closing-450-million-investment-google
https://www.reuters.com/article/world/amazon-buys-startup-ring-in-1-billion-deal-to-run-your-home-security-idUSKCN1GB2VT/
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ADI’s Business Is Under Pressure

ADI Global Distribution is arguably REZI’s best core business, but there are many signs it is under pressure. REZI has left clues 

about the decline of its ADI performance on its website. Using the Wayback Machine, we see that it updated its team member, net 

sales, and square feet of distribution space. Based on our analysis, net sales per team member declined by -18%. Distribution 

space has increased 4x with net sales +24%, products available +14%, and team members +52%. It appears that ADI has too 

much overhead and excess capacity at the current time. More indicators of the segment’s stress through the Snap One 

acquisition are detailed later in the report. 

20262023

2023 2026

Net Sales / Team Member $1.26m $1.02m

4x increase in 

distribution 

space

-18%

https://www.adiglobaldistribution.us/aboutus
https://web.archive.org/web/20230325073744/https:/www.adiglobaldistribution.us/aboutus
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The Core Security Business Is Challenged

REZI’s security business has historically been a ~$600m+ business and core competency (~10% of revenues). The business has 

been anchored by ADT Inc. (NYSE: ADT) which management said was “a critically important relationship”. Unfortunately, in 2021 

Google invested $450m and partnered with ADT and REZI’s business has been under severe pressure. REZI is now offering no 

details on its latest multiyear commercial agreement. 

Source: REZI Conference Calls

REZI’s ADT Commentary

CFO

Investor Day

March 2021

“With respect to ADT, that's a critically important relationship to us. They've said the same about the relationship 

from their side. We've got a contract with them that extends through the end of 2022. And the dialogue, and Jay and Phil 

can talk about this, the dialogue continues with ADT at a very high level about continuing to have a relationship with them 

that's substantive and meaningful for both sides beyond that contract.”

CFO

May 6, 2021

“On the P&S side, all 3 of the what I'll call the traditional business lines grew pretty robustly during the quarter. Security 

was clearly the strongest. ADT is a terrific and significant customer of that business. They did really well.” 

CEO

Aug 4, 2022

“Additionally, we have reached an agreement in principle at ADT to amend our current agreement to provide ADT 

with products through 2023, continuing our relationship as we work on other products together.” 

CFO

Feb 13, 2024

“At the end of December, we executed an amendment to our contract to directly supply ADT hardware for their North 

American residential security offerings. Our agreement now runs through early 2025, at which time deliveries of 

these products will conclude. Based on this agreement, we expect our 2024 security hardware sales to ADT to 

decline by approximately $100 million compared with 2023 levels with a similar additional reduction in 2025. The 

impact of the new agreement is fully reflected in our 2024 outlook and is expected to be immaterial to Products and 

Solutions' 2025 profitability.

CFO

Feb 20, 2025

“And relating to Products & Solutions, we communicated on the 2023 fourth quarter call that we expected 2024 North 

American residential security hardware sales with ADT to decline by approximately $100 million, with a similar additional 

reduction in 2025. We saw better results than expected from ADT in 2024, and we also expect a better than 

previously communicated impact in 2025. ADT remains an important customer, and we continue to work with them on 

our long-term relationship.

President P&S

Nov 5, 2025

“Revenue in the security channel was up year-over-year, primarily due to volume increases with several customers. This 

includes ADT with whom we recently signed a new multiyear commercial agreement.” 

Why no details?

https://newsroom.adt.com/financial/adt-announces-closing-450-million-investment-google
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Expert Interview I: Former REZI Executive

Spruce Point interviewed a former Resideo executive with over 25 years experience at the Company, and specialized in their 

security and safety business, for insights. 

Source: Spruce Point research interview

Executive Interview

Question
“So if you had to look at Resideo's overall product and solutions business, have there been any products that you 

think have lost competitiveness over time?”

Response

“I think the security business, specifically the residential security business, it is somewhat of a slave to 

its channel and the channel being ADT is a large player in that space, but there's probably in the 20 or 

30,000 customers nation in the US and Canada that buys something through something of the security business. 

Maybe you don't want to quote me on that number because it might be bigger, but so I think that those 

businesses are consolidating, there's private equity companies moving into kind of roll up smaller local 

security companies. The joke in the business is that every one of the companies is for sale, and the 

advantage of a security company is that you have a ... Basically you're selling product, you're buying products, but 

what you're really selling out the door is a contract to monitor a certain number of ... Pay a certain amount of 

money every month to provide monitoring services Those contracts are fungible. You can borrow against them, 

you can sell them. So what's happening is there's private equity companies are starting, really the past 

three or four years have been rolling up smaller regional players, and what that does is that enables them 

to negotiate better pricing. Suddenly they're an elephant that used to be a bunch of mice and the elephant 

can negotiate better pricing. So I think that's a trend.” 

Question “What do you think the natural organic growth rate should be in the security and safety business that they have?”

Response

“So baseline growth is always going to be, and you're tracking population, you're tracking essentially inflation to a 

certain extent, and the other business is if you're competing effectively, you're taking share from your competitors, 

so that there's not a whole lot of other ways to grow in this space when it's big and mature like this. So you're 

looking at probably in the .....the CAGRs are probably in the 5% to 7%.”
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Private Equity Platforms In Security & Access Control 
Have Proliferated And Consolidation Continues

According to Lincoln International there are ~15 private equity (“PE”) platforms in the Security & Access Control Systems industry 

which completed 42 add-on deals in 2024 and 176 since 2019. Spruce Point believes there is some overlap with the Fire & Life Safety 

industry given many of those companies offer security solutions alongside fire safety. There are ~ 25 PE platforms in that space with 

~130 completed add-on deals in 2024 alone.  

Source: Spruce Point research and Lincoln International.  

Market Analysis Security & Access Control Systems Annual M&A

https://www.lincolninternational.com/wp-content/uploads/Perspective_Fortifying-Returns-in-Commercial-Security-Systems-Replacement-Services.pdf
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REZI Has Lingering ERP Challenges And 
Organizational Complexity

Spruce Point believes that much of REZI’s dysfunction in financial and operations results from its lingering issues with 

implementing an Enterprise Resource Planning system. REZI has been gingerly talking about consolidation of systems since at 

least 2021 and is now blaming recent challenges on its ERP and adjusting its outlook.(1) The complications have likely intensified 

given its recent large acquisitions of First Alert (2022) and Snap One (2024). 

Source: REZI statements. 1) Baird conference, Nov 12, 2025

Management’s Quotes on ERP

Rob Aarnes

ADI President

March 2021

“Lastly, a key enabler to our global technology investments is ERP simplification. We expect to have only 2 

ERPs by the end of 2022, down from 8 ERPs in 2018 around the time of our spin. This is another example of 

a critical digital enablement investment that is now possible in the post-spin environment.”

Fmr CFO

Anthony Trunzo

Feb 2023

“And we are in the position that we're in today because we made those investments. And this year, there's going 

to be another chunk because we're building out the new ERP system that I think is going to drive sort of 

the next wave of initiatives and enablement around the business.”

Rob Aarnes

ADI President

Nov 2025

“In August, we implemented a modern ERP platform in our U.S. business, replacing an over 40-year-old 

system. This deployment sets ADI up for future growth and margin expansion versus the market and our peers. 

Tech stack enhancements and corresponding capability building are expected to deliver even more cross-selling 

capabilities, optimize pricing management and enhanced digital user experiences.”

“And then the third big piece of not doing it is the amount of dollars that you have to spend, if you're technology 

focused like we are, understanding that we have to be able to advance the business in a way that our 

customers expect that you're having to spend -- you're either upgrading your ERP system or you're 

spending an exorbitant amount of money on middleware, right, trying to get old systems to connect with 

new systems, which, by the way, is oftentimes not possible, not even possible.”

“And so we had all of these kind of platforms, right, whether they were digital tools, whether they were going to 

drive further enhancements online, design capabilities, AI applications that we just had to keep on the sideline. 

Unable to actually deploy and use. So there was, first and foremost, this cost of not doing it to continue to add up, 

right? So that's one. Second, to actually -- I already talked about on the earnings call, a lot of the benefits and 

this -- how this represents probably the most significant milestone for us in terms of advancing the 

organization forward and better modernizing and digitizing all of our capabilities going forward.”

https://s206.q4cdn.com/301352751/files/doc_presentations/2025/11/REZI-Baird-Industrials-Presentation-vF.pdf
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Expert Interview II: Former REZI Executive

Spruce Point interviewed a former senior executive at REZI who had a high-level strategic view and direct interaction with the top 

executive team. 

Source: Spruce Point research interview

Executive Interview

Question
“You said they had growing pains and they weren't on good financial footing when you joined. From your perspective, what 

were the problems?” 

Response

“Yeah. I think there were a couple of significant issues. The first one I would flag was really more structural, and I would 

say structural and cultural, I would say this is something that probably folks outside the company don't have as 

much of an appreciation for, but you have to keep in mind that a lot of these various pieces that became Resideo 

from Honeywell were very disparate and distinct organizations with different ERP systems, different IT systems, 

payrolls. These were almost like different companies. They were packaged together nicely for the Street as a smart 

home play, but the reality is from a process and operations standpoint, these were pretty distinct businesses and 

were smushed together in 2017 for the spin. 

And as you can imagine, operationally behind the scenes there were a lot of growing pains in terms of how to 

harmonize these businesses. I would say the second sort of issue was really more kind of strategic in nature. If you look at 

that first management team that was brought on board for the spin, very heavily software oriented team that essentially 

declared very early on, we're going to give away all this hardware and we're going to monetize it with a software business 

model. And although I think there's some merit strategically to that, the reality is this is a publicly traded hardware-centric 

company and the capabilities of that team probably weren't really matched up well for just the blocking and tackling and 

driving near term growth and driving near term margin accretion. It just wasn't necessarily in the wheelhouse of that first 

team. That's my personal view. 

And so I think that led to where you were in the spring of 2020 or even late 2019 where really dramatic misses from an 

expectation standpoint, public expectation standpoint, stock price down to mid single digits, market cap, a shell of what it 

was at the spin. And so again, the Board had to make a change. And I think the Board rightly brought on a lot of folks that 

came more from an industrial tech, hardware centric background, understood manufacturing, understood supply chain 

management, understood channels to market in that way.” 
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Expert Interview II: Former REZI Executive (cont’d)

Source: Spruce Point research interview

Executive Interview

Question

(cont’d)

“You said they had growing pains and they weren't on good financial footing when you joined. From your 

perspective, what were the problems?” 

Response

(cont’d)

“I think both from the company standpoint, psychologically, legally, financially, but also I think from your standpoint 

as an investor, what I saw over and over was the complexity of this business and the complexity by which I 

mean, you have two very distinct business units that are pretty different in terms of their makeup and 

their business model. And then you layer on top of that, this really complex legal agreement with Honeywell and 

from an investor standpoint, the amount of homework needing to be done to really understand, and you can't get a 

good comp, right, when you're looking at that holistically. So I also think there was a headwind from a valuation 

standpoint, just simply because the company was too damn hard to understand with that obligation, not to mention 

the fact that two separate issues, right? One, the Honeywell obligation, second, just these two business 

units being together, created some weird kind of blended financials that were hard to wrap your arms 

around.” 

Question “And so Anixter and Wesco getting together, has that increased competitive intensity for ADI, would you say.”

Response

“I think so, yeah. I think so for sure. Yeah. They're just a much bigger, stronger, powerful, more diversified 

competitor. And I think it's probably what ADI focuses on first and foremost. I mean, there are other competitors 

out there, but most of them are in the traditional markets are fairly small. You could look at, again, sort of the non-

traditional markets being CD and IT, Ingram and Cenex and some of those guys that are ginormous that are kind 

of starting to step in as not traditional competitors as well. But I think head-to-head, Westco is going to be the 

biggest focus.” 
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Expert Interview II: Former REZI Executive (cont’d)

Source: Spruce Point research interview

Executive Interview

Question

“I guess this maybe circles back to one of the original things that you said that you didn't think was fully 

appreciated and that's the ERP because that topic actually just came up with the company recently and they've 

discussed some headwinds related to that and need to spend more there, which kind of surprising because 

company's been public now for six, seven years, and they never really talked about the ERP much and/or given 

any insights to how much they really have spent. I guess number one, how much they have spent historically on it, 

but number two, prospectively how much they need to spend in order to consolidate all these systems that they 

have, legacy systems and different businesses?” 

Response

“Yeah. And I'm not familiar with the comments that were made around the investments required and sort of how 

that compared to previous comments or anything of that nature. I can just sort of speak to it more qualitatively and 

I spoke to it early on, but it was a bit of a rat nest that spun out in terms of those back office systems. And 

again, each of these legal entities in different buildings with different cultures, with different payroll systems, right, 

all being brought together and trying to be harmonized, right? There's a tremendous amount of...you think of it 

almost as like a four-way merger of multi hundred million dollar companies, right? That's kind of what it was. And 

again, based on kind of the individual heritages of those businesses back from the Honeywell days, some of them 

were kind of organically grown at Honeywell, some of them were via acquisition and I don't think Honeywell really 

integrated them deeply. They kind of left them in standalone businesses in a lot of ways. And in some cases 

these businesses were almost kind of like internal rivals. And so there's a tremendous amount of process and 

system integration and harmonization that had to be done. I'm not surprised, I guess, I should say, that that work 

is ongoing. I think that work will continue to be ongoing. Bodies are probably still being uncovered from the 

closet of certain systems or aspects that need to be fixed. So it's an ongoing kind of operational 

challenge.” 
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REZI Has Not Disclosed ERP Capital Costs But We 
Estimate It Could Be $100M - $250M

We are concerned because REZI has never quantified how much it has spent on its ERP or the capital required to complete the 

integrations. As we will illustrate, REZI also shrouds its capex spending on the cash flow statement with four different 

nomenclatures. This leaves investors with a large financial uncertainty. However, a rule-of-thumb is that ERP implementation 

costs can range from 3% - 5% of revenues, especially for complex businesses such as REZI with 200 stocking locations in 17 

countries (including third-party logistics), and ADI which distributes more than 500,000 products from over 1,000 manufacturers to 

a customer base of more than 100,000.(1) With $7.4 billion of revenue, this equates to approximately $220 – $370 million of costs. 

Our back of the envelope estimate, which includes evaluating the gross additions to REZI’s intangible accounts referencing 

technology, patents, and software, suggests that it has spent ~$117m since 2021. However, this is likely too high because the 

figure includes additions from the First Alert acquisition which added $349m of intangibles, but specific account details have not 

been provided. We conservatively estimate REZI’s incremental ERP costs to be ~$100 - $250 million. 

Source: REZI SEC financials, Spruce Point analysis 

1)  Third Stage Consulting Study, 2020 

REZI’s Estimated Technology Spending 2021 - YTD 2025

$ in mm 2021 2022 2023 2024 YTD 2025 2021-2025

Gross Software

     Annual Change (A)

$162 $175

+$13

$193

+$18

$222

+$29

$247

+$25

--

+$85

Gross Patents & Technology

   Annual Change (B)

$31 $65

+$34

$64

-$1

$170

+$106

$173

+$3

--

+$142

Acquisitions (C) --
First Alert

??
--

Snap One

($110)
--

($110)

Total Increase =(A+B+C) -- $47 $17 $25 $28 $117

https://www.sec.gov/edgar/browse/?CIK=1740332&owner=exclude
https://cdn2.hubspot.net/hubfs/4559297/The%202020%20ERP%20Report-2.pdf?__hstc=21868836.d6708ec8cd4a978eb25f9b796180f5ed.1592846534851.1592846534851.1592846534851.1&__hssc=21868836.1.1592846534852&__hsfp=3825262314
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We Believe REZI’s Poor Capex Planning Signals 
Challenges

Analysis of Resideo’s Capex Forecasting(1)

$ in mm 2019(2) 2020 2021 2022 2023 2024 2025(4)

Low Estimate $49.2

N.M. 

due to  

Covid-19

$90.0 $90.0 $90.0 $105.0 $140.0

High Estimate $50.7 $90.0 $110.0 $100.0 $105.0 $145.0

Midpoint Estimate $50.0 $90.0 $100.0 $95.0 $105.0 $142.5

Actual Cash Capex

Capex in accounts payable

Total Capex:(3)

   % of revenue

$95.0

$16.0

$111.0

2.2%

$63.0

$14.0

$77.0

1.3%

$85.0

$21.0

$106.0

1.7%

$105.0

$14.0

$119.0

1.9%

$80.0

$22.0

$102.0

1.5%

Ytd: 

$79.0

1.4%

$ miss from midpoint

    % miss

$61

+122%

($13)

-14%

$6

+6%

$24

+25%

($3)

-3%

($28)

-26%

Spruce Point frequently finds that companies with poor ability to meet capex targets suffer from larger challenges including 

unstable or worsening end markets or simply poor financial planning by management. In the case of REZI, we see that it 

frequently misses its capex projections by double digit percentages. Also at its March 2021 Investor Day, REZI said capex would 

be 2-3% of annual revenue through 2024; it never happened. 

Source: REZI SEC filings and 2021 Investor Day presentation

1) Based on beginning of year projections.

2) Based on 2-5% revenue growth estimate from 2018, and 1% of revenue spending on capex guidance.

3) Cash capex is reporting in the cash flow statement for investing. Capex in accounts payable is reported under Supplemental Cash Flow Information at the bottom of 

the cash flows statement.

4) 2025 YTD miss based on 75% of annual capex requirement of $107m.

https://www.sec.gov/edgar/browse/?CIK=1740332&owner=exclude
https://s206.q4cdn.com/301352751/files/doc_presentations/2021/03/1/Resideo-2021-Investor-Presentation-Final.pdf
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Connected Customer Growth Has Recently 
Dramatically Slowed

There is more evidence that REZI is losing the technology race where product software solutions are critical to customer wins and 

retention. REZI no longer promotes connected customers in its investor presentations or claims that its software creates recurring 

revenue and long-term customers. In a rare mention outside of the 10-K this past November, it disclosed 13 million connected 

customers which puts it on pace for an anemic growth rate of just 1.6% in 2025. Furthermore, it is not clear how many connected 

customers were acquired via recent acquisitions which make organic customer growth potentially negative. 

1) Disclosed on Nov 14, 2025 Jefferies call. We assume zero growth through year end to project annual growth in customers. 

Source: Spin-off Presentation, Oct 2018, REZI SEC filings. 

2018 Spin-off  Presentation Features Connected Customers and “Software That Creates Recurring Revenue”

Connected Customer Disclosures

$ in mm Oct ‘18 2018 2019 2020 2021 2022 2023 2024 Nov ’25(1)

Connected Customers 4.7 5.6 6.7 6.7 9.4 10.9 11.6 12.8 13.0

Customer Additions -- 0.8 1.1 0.0 2.7 1.5 0.7 1.2 0.2

YoY growth % -- -- 19.6% 0.0% 40.3% 16.0% 6.4% 10.3% 1.6%

https://www.sec.gov/Archives/edgar/data/1740332/000119312518296364/d617866dex991.htm
https://www.sec.gov/edgar/browse/?CIK=1740332&owner=exclude
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REZI’s Engineering Team And Patent Portfolio 
Is Shrinking

There is clear evidence that REZI has fewer engineers and fewer patents and patent pending applications since the spin-off. We 

believe this is a troubling development for a Company named Resideo Technologies.

Source: Spinoff Presentation, Oct 2018

REZI Today

2018 Engineers and Patents At Spinoff

https://www.sec.gov/Archives/edgar/data/1740332/000119312518296364/d617866dex991.htm
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In A Risky Move, R&D Spending Is Being Curtailed

In the past three years, R&D spending has not kept pace with revenue or engineering headcount. R&D margin has modestly 

declined while R&D expense per average engineer has sharply declined. It appears that REZI materially cut Snap’s R&D 

spending. The acquisition closed mid-year in June 2024 and based on historical annual spending of ~$65m, REZI’s R&D expense 

should have increased by ~$32m. However, the Company reported that R&D increased by only $17m from the acquisition’s 

inclusion. Cutting R&D for a technology-centric business is a risky move that could hamper future competitiveness and revenue.

Source: REZI and Snap SEC filings and Spruce Point analysis. 

Last Three Years R&D Analysis

$ in mm 2022 2023 2024

Total Revenue $6,370 $6,242 $6,761 

R&D Expense

  % margin

$111

1.74% 

$109

1.75% 

$111

1.64%

Average Engineers Employed 933 919 1,049

R&D Expense / Avg. Engineer Employed $118,971 $118,607 $105,815 

REZI’s 2024 R&D Disclosure vs. Snap’s Historical R&D Spend

REZI

2024

“Research and development expenses for the year ended December 31, 2024, were $111 million, an increase of $2 million 

as compared to the same period in 2023. The increase was primarily driven by $17 million from the acquisition of 

Snap One, which was partially offset by $15 million from lower third-party spend and personnel costs. Key drivers of the 

lower spend relate to optimization efforts and a realignment of IT resources towards maintenance projects within the 

Products and Solutions segment.”

Snap One 

Disclosures

“Research and development expenses were $66,647, $67,643 and $65,459 for the years ended December 29, 2023, 

December 30, 2022, and December 31, 2021, respectively.”

“Of the 369 employees on our product development team, 198 were software engineers.”

https://www.sec.gov/edgar/browse/?CIK=1740332&owner=exclude
https://www.sec.gov/ix?doc=/Archives/edgar/data/0001856430/000185643024000016/snpo-20231229.htm
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Now Having To Outsource R&D….

Since enhancing segment reporting, R&D expense is growing sharply in the ADI distribution segment, primarily from Snap. This 

begs the question: Should Snap really be reported in ADI if it requires R&D while the legacy business does not? This could 

suggest they are completely different businesses. On the other hand, REZI is now saying that third party services to develop and 

introduce new products are driving R&D expense in the product and service segment along with higher headcount. We view this 

disclosure negatively as it may indicate that newer products are likely to carry lower margin given reliance on outside expertise.

Source: SEC filings and Spruce Point analysis. 

New R&D Disclosure Starting Q2’25

Q2’25

“Research and development expenses for the six months ended June 28, 2025 were $76 million, an increase of $30 million, 

or 65.2%, as compared to the same period in 2024. The increase was driven by $17 million in the ADI Global Distribution 

segment primarily related to the inclusion of Snap One, and $13 million in the Product and Solutions segment related to 

incremental headcount and third party services to develop and introduce new products into the market.”

Q3’25

“Research and development expenses for the nine months ended September 27, 2025 were $120 million, an increase of $51 

million, or 73.9%, as compared to the same period in 2024. The increase was primarily driven by investments in both 

segments related to incremental headcount and third party services to develop and introduce new products into the 

market.”

R&D In The ADI Segment Is Suddenly Accelerating From Snap’s Inclusion

https://www.sec.gov/edgar/browse/?CIK=1740332&owner=exclude
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Fast Growing Rebates And Disconnect Between 
Revenue And Accounts Receivable Growth

We observe that the accrued customer rebate reserve account, which sits within current liabilities, has sharply risen in the past 

two quarters. While there is no specific explanation of what is driving its growth, we see that in Q1’24 ADI launched “ADI Rewards 

Program”. We view this program as a negative development with ADI having to be more promotional to stimulate revenue. As a 

result, we would expect this to weigh on future margins.  

Source: REZI SEC filings, ADI Rewards Program Introduction (Wayback Machine), Spruce Point analysis. 

Revenue, Accounts Receivable and Customer Rebate Reserve

$ in mm 2022 2023 Q1’24
Q2’24
Snap

Close

Q3’24 Q4’24 2024 Q1’25 Q2’25
Q3’25
Spin off

Announced

Net Revenue $6,370 $6,242 $1,486 $1,589 $1,828 $1,858 $6,761 $1,770 $1,943 $1,864 

% YoY Growth 9.0% -2.0% -4.1% -0.8% 17.6% 20.9% 8.3% 19.1% 22.3% 2.0%

Accounts Receivable, net $1,002 $973 $933 $1,071 $1,103 $1,023 $1,023 $1,045 $1,135 $1,147 

% YoY Growth 14.4% -2.9% -5.3% 2.7% 11.6% 5.1% 5.1% 12.0% 6.0% 4.0%

Accrued Customer 

Rebate Reserve
$98 $104 $65 $88 $99 $112 $112 $79 $101 $112 

% YoY Growth 4.3% 6.1% -13.3% 7.3% 7.6% 7.7% 7.7% 21.5% 14.8% 13.1%

Absolute Value: Difference 

Between Growth Rates

Revenue – Acct’s Receivable 5.4% 0.9% 1.2% 3.5% 6.0% 3.2% 3.2% 7.1% 16.3% 2.0%

Revenue – Rebate Reserve 4.7% 8.1% 9.3% 8.1% 10.0% 0.6% 0.6% 2.4% 7.5% 11.2%

https://www.sec.gov/edgar/browse/?CIK=1740332&owner=exclude
https://web.archive.org/web/20240308063158/https:/www.adiglobaldistribution.us/services/adi-pro-rewards


34

Increasing Stress Within Inventory Accounts

We find significant stress in REZI’s inventory accounts from the Snap deal. Finished goods now make up almost 87% of inventory 

and the ratio of inventory to projected revenue is at a multi-period high. We believe this indicates future margin pressure. REZI 

claims inventory issues started near the end of Q3’25 and are temporary due to HVAC equipment regulatory changes for new 

refrigerants. However, our analysis suggests inventory stress has been rising for over a year since the Snap deal closed. 

Source: REZI SEC filings and Q3’25 conference call. Spruce Point analysis. 

REZI Inventory Analysis

$ in mm 2023 Q1’24
Q2’24
Snap

Close

Q3’24 Q4’24 2024 Q1’25 Q2’25
Q3’25

Spin off

Announced

LTM Revenue $6,242 $6,179 $6,166 $6,440 $6,761 $6,761 $7,045 $7,399 $7,435 

Projected Revenue (midpoint) -- $6,180 $6,180 $6,720 $6,740 -- $7,385 $7,385 $7,500 

Inventory:

Raw Materials $221 $212 $191 $176 $171 $171 $157 $167 $162 

Work-In-Process $18 $13 $14 $13 $14 $14 $16 $16 $17 

Finished Goods $702 $704 $983 $1,008 $1,052 $1,052 $1,055 $1,076 $1,149 

Total Inventory $941 $929 $1,188 $1,197 $1,237 $1,237 $1,228 $1,259 $1,328 

Raw Materials % 23.5% 22.8% 16.1% 14.7% 13.8% 13.8% 12.8% 13.3% 12.2%

WIP % 1.9% 1.4% 1.2% 1.1% 1.1% 1.1% 1.3% 1.3% 1.3%

Finished Goods % 74.6% 75.8% 82.7% 84.2% 85.0% 85.0% 85.9% 85.5% 86.5%

Inventory / Sales Ratios:

Total Inventory / Projected Sales 15.2% 15.0% 17.7% 17.8% 16.8% 16.8% 16.6% 16.8% 17.8%

Finished Goods / Projected Sales 11.4% 11.4% 14.6% 15.0% 14.2% 14.2% 14.3% 14.3% 15.4%

Total Inventory / LTM Sales 15.1% 15.0% 19.3% 18.6% 18.3% 18.3% 17.4% 17.0% 17.9%

Finished Goods /  LTM Sales 11.2% 11.4% 15.9% 15.7% 15.6% 15.6% 15.0% 14.5% 15.5%

Growth Rates:

Revenue Growth % -2.0% -4.1% -0.8% 17.6% 20.9% 8.3% 19.1% 22.3% 2.0%

Finished Goods Growth % 0.4% -1.3% 35.2% 40.0% 49.9% 49.9% 49.9% 9.5% 14.0%

https://www.sec.gov/edgar/browse/?CIK=1740332&owner=exclude
https://finance.yahoo.com/quote/REZI/earnings/REZI-Q3-2025-earnings_call-370765.html
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Guidance Retraction Over Time Undermines 
Confidence In Business Visibility

Spruce Point has analyzed REZI’s guidance practices since coming public. We find a notable reduction in guidance practices 

starting in 2024 and accelerating into 2025. We believe this shift undermines confidence in the long-term visibility for the business.   

Source: REZI press releases and investor presentations. Note: changes to “No” highlighted in red. 

Guidance Metrics Provided To Investors

2019 2020 (q4) 2021 2022 2023 2024 2025

ADI Revenue 

Growth
No No No No No Yes No

P&S Revenue 

Growth
No No No No No Yes No

Total Revenue Yes Yes Yes Yes Yes Yes Yes

Gross Margin No No Yes Yes Yes No No

Corporate Costs No No Yes Yes Yes Yes No

R&D Yes No No No No No No

Adj. EBITDA Yes Yes No No No Yes Yes

Adj. EPS No No No No No Yes Yes

GAAP EPS No No No No Yes No No

CFO No No No No No Yes Yes

Capex Yes No Yes Yes Yes Yes Yes

https://investor.resideo.com/financials/quarterly-results/default.aspx
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Our Analysis Indicates That REZI Has Fallen 
Meaningfully Short of Long-Term Revenue And Gross 
Margin Targets

Spruce Point believes that REZI has woefully disappointed in its 2024 targets that were communicated to investors in early 2021. Our 

analysis, which adjusts for recent acquisitions, FX, and divestitures estimates that total organic growth was 2.9% or 310bps below the 

target. The underperformance was largely driven by the Product & Solutions segment which we estimate grew 0.8% vs. 4-6% targeted. 

In 2021, REZI even said the addressable market for products and solutions was growing “mid-to-high single digits” which suggests it 

may have lost serious market share. Furthermore, gross margins were projected to be 30-32% but came in at 28.1%. Again, the 

biggest variance was in the P&S segment which was projected to have 46-48% gross margins but produced 41%. 

Source: Investor Day Presentation (March 2021), REZI SEC filings and Spruce Point analysis. For simplification, we ignore immaterial acquisitions in the organic revenue growth analysis. First 

Alert 2023 sales were $460m and based on commentary we assume it grew 8% in 2024. 1) ADI India sold Oct 2022. Assumes ADI APAC revenue of $26m is India. 2) Disclosed in Investor 

Presentation, Slide 24 (Nov 2023). Bolt-ons from 2021-23, but for simplicity we assume full run rate revenue starts in 2023.

Estimated Organic Revenue 
$ in mm 2020 2021 2022 2023 2024 CAGR

Total Reported Sales $5,071 $5,846 $6,370 $6,242 $6,761 7.5%

FX Adj. -- -- $161 $10 $6 --

Add: Genesis / ADI India 

Divestitures (1)
-- -- -- $48 $136 --

Less: ADI Bolt-ons(2) -- -- -- ($175) ($175) --

Less: Snap One -- -- -- -- ($553) --

Less: First Alert -- -- ($341) ($460) ($497) --

Est. Total Organic Sales $5,071 $5,846 $6,190 $5,665 $5,678 2.9%

P&S Reported Sales $2,121 $2,468 $2,783 $2,672 $2,564 4.9%

FX Adj. -- -- $95 $5 $10 --

Add: Genesis Divestiture -- -- -- $22 $110 --

Less: First Alert -- -- ($341) ($460) ($497) --

Est. Organic P&S Sales $2,121 $2,468 $2,537 $2,239 $2,187 0.8%

Reported ADI Sales $2,950 $3,378 $3,587 $3,570 $4,197 9.2%

FX Adj. -- -- $66 $5 ($4) --

Add: ADI India Divestiture(1) -- -- -- $26 $26 --

Less: ADI Bolt-ons(2) -- -- -- ($175) ($175) --

Less: Snap One -- -- -- -- ($553) --

Est. Organic ADI Sales $2,950 $3,378 $3,653 $3,426 $3,491 4.3%

Gross Margin

ADI GM% -- -- 19.4% 18.7% 20.3% --

P&S GM% -- -- 38.7% 38.6% 41.0% --

Total GM% 25.9% 26.7% 27.8% 27.2% 28.1% --
See Next Slide

https://s206.q4cdn.com/301352751/files/doc_events/2021/03/1/Resideo-2021-Investor-Presentation-Final.pdf
https://www.sec.gov/edgar/browse/?CIK=1740332&owner=exclude
https://s206.q4cdn.com/301352751/files/doc_events/2023/11/1/231107-baird-industrial-conference.pdf
https://s206.q4cdn.com/301352751/files/doc_events/2023/11/1/231107-baird-industrial-conference.pdf
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REZI’s Cash Flow Has Collapsed -37% Since Its 
Spin-off From Honeywell In 2018

In 2021, REZI outlined its 2024 operating cash flow (OCF) goal to be >$600m. However, by our estimate OCF was $425m when 

adjusted for the fixed costs obligations to service its preferred stock dividends. In the last 12 months, OCF has markedly 

deteriorated. REZI is now disclosing cash payments to repurchase shares for stock award tax withholding. By classifying these 

costs as operational, we find that trailing OCF is only $303m. These results should also be put into context that REZI spent 

$1.4bn and $593m, respectively on Snap One (2024) and First Alert (2022) and said it would achieve $30m of First Alert 

synergies by 2023 and produced $17m of synergies from Snap One in 2024. Despite these transactions and synergy results, 

performance has fallen well short of the goals. In fact, we estimate that cash flow has collapsed by -37% since the 2018 spin-off. 

Source: REZI SEC filings and Spruce Point analysis. 

Spruce Point Adjusted Operating Cash Flow

$ in mm
2018

Spin-off
2023 Q4’24 2024 Q1’25 Q2’25 Q3’25 LTM 9/30/25

Operating Cash Flow (OCF) $462 $440 $203 $444 ($65) $200 ($1,571) ($1,233)

Add: Honeywell 

Termination Costs
-- -- -- -- -- -- $1,590 $1,590

REZI Reported OCF $462 $440 $203 $444 ($65) $200 $19 $357

Add: Spin-off / 

Separation Costs
$23 -- -- -- -- -- $4 $4

Less: Preferred Stock 

Dividends
-- -- ($9) ($19) ($9) ($8) ($9) ($35)

Less: Cash to repurchase 

stock for employee tax 

withholding

-- -- ?` ? ($15) ($1) ($7) ($23)

Spruce Point Adj. OCF $485 $440 $194 $425 ($89) $191 $7 $303

-37% since spin-off
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Analysis of REZI’s Recent Cash From Operations MD&A

Period Disclosure Spruce Point Comments

2024
“Net cash provided by operating activities for the year ended December 31, 2024 was $444 million, an 

increase of $4 million compared to the prior year. The increase was primarily driven by higher cash 

earnings partially offset by working capital investments.”

Commentary is limited. Not a single mention of Snap’s contribution. 

Snap was projected to generate $80m of OCF in 2024. With a June 

14th close, ~50% ($40m) should have contributed to cash flow.

Q1’25

“Net cash used for operating activities for the three months ended March 29, 2025 was $65 million. 

Compared to the three months ended March 30, 2024, net cash provided by operating activities decreased 

$67 million. The decrease was primarily driven by a $37 million decrease in net income and a $54 million 

decrease in assets and liabilities, partially offset by a $23 million increase in depreciation expense. 

Outflows related to changes in assets and liabilities include increased uses of $57 million in accounts 

payable including early payments to receive supplier discounts, an increase of $46 million in payables 

related to the Indemnification Agreements, an increase of $47 million in accounts receivables due to higher 

sales, and a $10 million decrease in inventory related to supply chain optimization.”

First-time disclosures: 1) REZI made early payments for supplier 

discounts. Moreover, Snap SEC filings also never disclosed supplier 

discounts affecting cash flow, 2) First time disclosure that inventory 

improved from supply chain optimization. In 2019, REZI said it hired 

experts to optimize its supply chain but never made any reference to 

improving its cash flow outcomes until now.

Q2’25 First time referencing account impacts related to taxes. 

Q3’25

“For the nine months ended September 27, 2025, net cash used for operating activities was $1,436 million, 

a decrease of $1,677 million as compared to the same period in 2024. During the nine months ended 

September 27, 2025, we recorded $972 million of expense related to the termination of the Indemnification 

Agreement, $86 million of interest expense and $22 million of other expenses. These expenses, offset by 

operating profit of $467 million, were the primary drivers of the net loss of $663 million. In addition to the 

decrease in net income of $756 million, there was a change of $923 million in net assets and liabilities 

driven primarily by a $753 million decrease in the Indemnification Agreement liability and a $120 million 

decrease in accounts payable primarily due to the timing of payments for strategic buys.”

First-time disclosure that accounts payables were affected by 

“strategic buys”. No discussion or elaboration of why these were 

strategic or what was purchased. 

Still no mention of the effect on cash flow specific to Snap, 

which was projected to generate ~$90m of cash flow in 2025. 

Source: REZI and Snap SEC Filings 

We Believe REZI’s Recent Cash Flow Discussion Is 
Troubling With Many First-Time Disclosures

After closely evaluating REZI’s recent cash from operations discussion, we are alarmed by its inability to explain what the exact 

impact has been from the Snap deal. However, we identify numerous new disclosures that indicate changes in business practices 

and/or previously undisclosed issues. For example, REZI referenced “supply chain optimization” which suggests something has 

not been functioning properly.

“Net cash provided by operating activities for the six months ended June 28, 2025 was $135 million. 

Compared to the six months ended June 29, 2024, net cash provided by operating activities increased $41 

million. During the six months ended June 28, 2025, we recorded $972 million of expense related to the 

termination of the Indemnification Agreement which was the primary driver of the net loss of $819 million 

compared to $73 million of net income in the comparative period. This change of $892 million was partially 

offset by higher non-cash charges of $42 million primarily due to a $44 million increase in depreciation and 

amortization, and favorable changes of $891 million in assets and liabilities. These changes in assets and 

liabilities were primarily due to a $902 million increase in the Indemnification Agreement liability from its 

termination, and a $73 million increase in accrued liabilities primarily due to an increase in taxes payable. 

This was partially offset by an unfavorable change in other assets and liabilities of $62 million primarily 

due to increases in deferred tax assets and lease right-of-use assets and $85 million of increased accounts 

receivable primarily due to higher sales.”

https://www.sec.gov/edgar/browse/?CIK=1740332&owner=exclude
https://www.sec.gov/edgar/browse/?CIK=1856430
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Rising Purchase Obligations 

Analysis of REZI’s Purchase Obligations At Year End

$ in mm 2021 2022 2023 2024

Total Purchase Obligations At Year End $101 $115 $342 $358

Obligations Over Next 12 Months

  % of Total Obligations

$34

33.7%

$51

44.3%

$142

41.5%

$177

49.5%

Midpoint of Next Year Revenue Estimate $6,075 $6,375 $6,180 $7,385

Obligations Over Next 12 Months / 

Next Year Revenue
0.6% 0.8% 2.3% 2.4%

REZI provides disclosure of commitments with suppliers and other obligations regarding purchase of goods and services. We 

observe a sharp rise in these obligations beginning in 2024 and escalating in 2025. There is no specific explanation for why these 

obligations increased. However, on the previous slide we pointed out that REZI mentioned “early payments to receive supplier 

discounts” in discussing movements in cash flow. This change in practice could be risky if sales fall below plan or the discount 

programs don’t repeat as it could affect future margins. 

Source: REZI SEC filings and Spruce Point analysis.

https://www.sec.gov/edgar/browse/?CIK=1740332&owner=exclude
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We Are Troubled By Recent Changes To Short-Term 
Incentive Goals

Our concerns about REZI’s growing rebate reserve are magnified by the fact that for the first time, the definition of net revenue 

affecting management’s short-term bonus accounts for “rebates” and “other customer incentive programs”.  Moreover, net 

revenue now accounts for 50% of the short-term bonus which gives management greater incentive to accelerate revenues with 

incentive programs. We are also alarmed that operating cash flow is no longer factored into the incentive structure. 

Source: Proxy statements

1) Adjusted EBITDA plus changes in working capital less adjusted capital expenditures during the year. Subsequently changed to just cash flow from operating activities.

Management’s Short-Term Incentive Targets

Targets 2020 2021 2022 2023 2024

Net Revenue

35%

net of discounts and 

returns from 

continuing operations

33%

net of discounts and 

returns from 

continuing operations

40%

net of discounts and 

returns from 

continuing operations

20%

net of discounts and 

returns from 

continuing operations

50%

net of discounts, 

rebates, other 

customer incentive 

programs, and gross 

customer returns. For 

purposes of this 

financial metric, net 

revenue is determined 

on a constant currency 

basis to remove the 

impact of foreign 

currency fluctuations.

Adj. EBITDA 25% -- -- -- --

Operating Cash Flow 15%(1) 33% 20% 30%
Why no longer 

important?

Operating Income -- 33% -- -- --

Operating Income Margin -- -- 40% 50% 50%

Gross Margin 25% -- -- -- --

https://www.sec.gov/edgar/browse/?CIK=1740332&owner=exclude
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Are No Goodwill Impairments Really Necessary?

REZI no longer provides details about its goodwill testing methodology but references that cash flows are part of the analysis. 

We previously showed that its cash flow projections made in 2021 did not materialize in 2024. We find it difficult to accept 

REZI’s conclusion that no impairment expenses are necessary even as the Company determines a spit-up is required. 

Source: REZI SEC filings. 

Goodwill Testing Discussion

2021 2024

“Goodwill — We perform goodwill impairment testing annually on the first day of the fourth 

quarter of each year or more frequently if indicators of potential impairment exist. The 

goodwill impairment test is performed at the reporting unit level. We have two reporting 

units, Products & Solutions and ADI Global Distribution. In determining if goodwill is 

impaired, we compare the fair value of a reporting unit with its’ carrying amount and 

recognize an impairment charge for the amount by which the carrying amount exceeds the 

reporting unit’s fair value provided the loss recognized does not exceed the total amount of 

goodwill allocated to that reporting unit.  As of December 31, 2021, the Products & 

Solutions and ADI Global Distribution reporting units had estimated fair values in 

excess of carrying value of at least 90% and 20%, respectively, and we concluded 

that our goodwill was not impaired as of the 2021 annual impairment test.

For the 2021 annual impairment test, we determined the fair value of each reporting 

unit using a weighting of fair values derived from the income approach and the 

market approach. Under the income approach, we calculate the fair value of a reporting 

unit based on the present value of estimated future cash flows. Cash flow projections are 

based on management’s estimates of operating results, taking into consideration industry 

and market conditions. The discount rate used is based on the weighted-average cost of 

capital adjusted for the relevant risk associated with business-specific characteristics and 

the uncertainty related to the business’s ability to execute on the projected cash flows. The 

terminal value is estimated using a constant growth method which requires an assumption 

about the expected long-term growth rate. The estimates are based on historical data and 

experience, industry projections, economic conditions, and management’s expectations. 

Under the market approach, we estimate the fair value based on market multiples of cash 

flow and earnings derived from comparable publicly traded companies with similar 

operating and investment characteristics as the reporting unit and considering a 

reasonable control premium.  The weight assigned to the multiples requires judgement in 

qualitatively and quantitatively evaluating the size, profitability, and the nature of the 

business activities of the reporting units as compared to the comparable publicly traded 

companies. Due to the inherent uncertainty involved in making these estimates, actual 

results could differ from those estimates.

We believe the estimates and assumptions used in the calculations are reasonable.”

“We test, at least annually, the carrying value of goodwill for impairment, as discussed in 

Note 2. Summary of Significant Accounting Policies to Consolidated Financial Statements. 

We review other intangible assets and long-lived assets for impairment whenever events 

or circumstances indicate that the carrying amount of the assets may not be recoverable. 

The estimates and assumptions about future results of operations and cash flows 

made in connection with the impairment testing could differ from future actual 

results. If the assumptions used in our analysis are not realized or if there was an adverse 

change in facts and circumstances, it is possible that an impairment expense may need to 

be recorded in the future. If the fair value of our reporting units falls below their carrying 

amounts because of reduced operating performance, market declines, changes in the 

discount rate, or other conditions, expenses for impairment may be necessary. Any such 

expenses may have a material negative impact on our results of operations. There were 

no material impairment expenses taken during the years ended December 31, 2024, 

2023, and 2022.”

https://www.sec.gov/edgar/browse/?CIK=1740332&owner=exclude


42

REZI’s Commodity Price Risk

Q1’25

“We are exposed to price risk for 

commodities used in manufacturing 

including steel, aluminum, copper, nickel, 

and semiconductors. Current 

macroeconomic and geopolitical factors, 

such as commodity-based tariffs, may 

increase the risk of price volatility. We 

attempt to pass through significant changes 

in component and raw material costs to our 

customers.”

Q3’25

“We are exposed to price risk for 

commodities used in manufacturing 

including steel, aluminum, copper, nickel, 

and semiconductors. Current 

macroeconomic and geopolitical factors, 

including commodity-based tariffs and 

export restrictions on critical materials such 

as rare earth minerals, may increase the 

risk of price volatility. We attempt to pass 

through significant changes in component 

and raw material costs to our customers 

based on the contractual terms of our 

arrangements. In limited situations, we 

may not be fully compensated for such 

changes in costs.”

REZI SEC filings and Bloomberg. 

Underappreciated Commodity Risk

We believe that REZI has underappreciated commodity risks. In the last quarter, the Company expanded its risk disclosure to 

specify, that in certain situations, it is exposed to risk from rising commodity prices. Many commodity prices have risen sharply, 

notably copper and nickel. As a result, we believe this adds to the risk that REZI’s margins fall below plan. 

Nickel Copper

Must be material enough to 

disclose the new risk

https://www.sec.gov/edgar/browse/?CIK=1740332&owner=exclude


We Believe REZI’s $2.0bn+ Spent On 
Acquisitions Are Troubled And Mask 
Underlying Financial Issues
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Summary of REZI’s Acquisitions And About Face In 
Capital Priorities….

At the 2018 spin-off, REZI listed its capital priorities in the following order: A) organic growth, B) Deleveraging, C) Return of 

Capital and 4) Acquisitions. As it turns out, it appears the last priority of acquisitions became the top priority and REZI has levered 

up while failing to return capital. The Company has spent >$2.0bn on acquisitions and we believe its 4%+ organic growth 

objective was not achieved. 

Source: REZI SEC filings, including Oct 2018 Investor Presentation

REZI’s M&A Activity: Key Deals Snap One and First Alert

$ in mm 2019 2020 2021 2022 2023 2024 2025

Cash for 

acquisitions, net
$17.0 $35.0 $11.0 $665.0 $16.0 $1,337.0 --

Buys (segment)

All P&S segment

Buoy Labs

Whisker Labs

LifeWhere

Herman ProAV

(ADI)

Both in ADI

Norfolk Wire

Shoreview AV

First Alert (P&S)

Teknique (ADI)

Electronic Custom

(ADI)

Arrow Wire & 

Cable (ADI)

Sfty (P&S)

BTX Tech (ADI)
Snap One (ADI) --

Sells (segment) ADI India (ADI)
Genesis Cable 

(P&S)

Grid Services

(likely P&S)

Synergy Targets First Alert: $30m Snap: $75m

2019: REZI’s “Capital Allocation Priorities” 

https://www.sec.gov/edgar/browse/?CIK=1740332&owner=exclude
https://www.sec.gov/Archives/edgar/data/1740332/000119312518296364/d617866dex991.htm
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First Alert: Previously Owned By Sunbeam During A 
Massive Accounting Fraud Scandal

First Alert has a sordid past. The business was at the center of a massive accounting fraud scheme back in the late 1990s. In 2002, the 

SEC charged Al “Chainsaw” Dunlap at Sunbeam Corporation with accounting fraud which involved using discounts and inducements to 

sell products immediately that would have been sold in later periods (i.e. “channel stuffing”) along with serious accounting violations 

regarding use of restructuring reserves. At the very end of the scheme, Sunbeam used the acquisition of First Alert and two other 

companies to conceal its accounting irregularities and record restructuring charges. Perhaps purely coincidental, REZI implemented 

multiple restructuring programs after buying First Alert despite the business performing ahead of plan.(1)

Source: SEC Litigation release, REZI 2022 10-K, “Ex-Sunbeam Executives to Pay $15M to Settle Lawsuit”, NyTimes.com

1) Q2’22 outlook includes $325m of First Alert revenue. In 2022, it reported $341m of revenue from First Alert. 

“In the fourth quarter of 2022, we 

executed multiple restructuring 

programs to lower costs, increase 

margins and position us for growth 

resulting in restructuring and 

impairment expenses of $35 

million. We expect to fully execute 

our restructuring initiatives and 

programs over the next 

12-24 months.”

Pure Coincidence:

REZI Announced Multiple Restructuring 

Programs Shortly After Buying First Alert

Excerpt: SEC Case vs. Sunbeam Corp.

https://www.sec.gov/enforcement-litigation/administrative-proceedings/33-7976
https://www.sec.gov/ix?doc=/Archives/edgar/data/0001740332/000174033223000006/rezi-20221231.htm
https://www.nytimes.com/2002/01/15/business/ex-sunbeam-executives-to-pay-15-million-to-settle-a-lawsuit.html
https://s206.q4cdn.com/301352751/files/doc_financials/2022/q2/Q2-22-Earnings-Presentation-Final.pdf
https://www.sec.gov/ix?doc=/Archives/edgar/data/0001740332/000174033223000006/rezi-20221231.htm
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First Alert Passed To Newell Brands, 
Which Settled With The SEC For $12.5M

Our First Alert observations are more alarming considering the history of Newell Brands. Both Newell and Michael Polk -  

President, CEO and Board member - were charged in 2023 with misleading investors in its accounting practices that were 

inconsistent with GAAP, while overriding its internal accounting controls. Mr. Polk served in these capacities from 2009-2011 

through his departure in 2019. At the time of REZI’s acquisition of the Connected Home & Security business in 2022, Newell had 

disclosed the existence of an SEC investigation, but no formal charges had been announced until 2023. Newell also had a CFO, 

COO, and leadership change at the Connected Home & Security business before its sale to REZI. Given the nature of the SEC’s 

allegations which relate to misleading core / organic sales and premature revenue recognition, we believe REZI shareholders 

should be concerned by who it acquired the business from. 

Source: SEC Litigation release and press release, CFO transition, Nov 18, 2018, COO transition Feb 19, 2019, CEO Transition, March 2019.

Newell made 

misleading statements 

related to 

“core sales growth” 

and “core sales”

Newell engaged in a 

scheme to 

prematurely 

recognize revenue 

called 

“Pick and Holds”

https://www.sec.gov/enforcement-litigation/distributions-harmed-investors/matter-newell-brands-inc-michael-b-polk
https://www.sec.gov/newsroom/press-releases/2023-210
https://www.sec.gov/Archives/edgar/data/814453/000119312518333432/d640648dex991.htm
https://www.sec.gov/Archives/edgar/data/814453/000119312519043394/d710067d8k.htm
https://ir.newellbrands.com/news-releases/news-release-details/newell-brands-announces-ceo-transition


47

Expert Interview on First Alert Deal

An interview of a former Newell manager who worked in the Connected Home & Security (CH&S) business sold to Resideo 

revealed a strong opinion that the acquisition was troubled with lots of talk from management, but little substance of how the 

transaction would increase value.

Source: AlphaSense interview, Nov 10, 2025

Interview of Former Employee

Question Response

“How would you compare 

and contrast the 

effectiveness of the 

company overall before 

acquisition by Resideo 

and after?”

“I would say Resideo was a disaster. It was operational efficiency. From an operational standpoint,

it was absolutely horrific. I will tell you, after the acquisition, a significant part of leadership left. The 

VP who hired me left. I left shortly after that. One of my reports, I connected with her about a year later, and 

she'd had six different managers in the time since I left. Everything was just very disorganized. I don't know 

that I was there long enough for things to change, enough to say we were doing so much better because of 

the synergies. I can just say, from an operational standpoint, nobody could get anything done. It was 

meetings all day long, the same meeting over and over again. Nothing was ever accomplished. It was 

just disorganized, and you have people calling you from all angles, asking the same questions. I 

understand, it's an acquisition, it's going to be messy. You're merging platforms, you're merging leadership, 

you're merging all kinds of stuff and cultures, but this was particularly disastrous. This lasted for several years, 

you know what I mean? The beginning was probably better. It continually was getting worse, I would say.”

“Why was that? What's 

going on that was getting 

worse? How could it get 

worse? It sounds pretty 

bad.”

“It was just operational. It was just very inefficient, very disorganized. I don't even know how to 

describe it. There was so much going on, but nothing going on. It was a lot of talk and presentation 

and pumping-up. I'll give you an example. My first job out of school, I worked for {redacted}, and I was in the 

sales training program. We went through these training programs, and then every day, we go to these 

auditoriums where we'd have them doing these really big, pump-up speeches. It was drink-the-Gatorade 

type of thing, but no content was really there. That was what it felt like at Resideo, where they would 

talk about this great thing that was moving forward, but there wasn't a lot of detail or content behind 

what they were saying. That's just how I would describe it, just very disorganized, not a lot of content, 

a lot of high-level ideas without the means to get there.”
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REZI Has Quietly Discontinued First Alert’s 
“Premium” Brand…

REZI has been completely quiet in talking about First Alert’s premium brand called Onelink. We think we know the likely reason why: 

It appears that its premium brand has been discontinued. 

Source: REZI Q4’21 Earnings Presentation, First Alert website pages (1,2)

https://s206.q4cdn.com/301352751/files/doc_financials/2021/q4/Q4-21-Earnings-Presentation-Final.pdf
https://www.firstalertstore.com/store/products/search/index.php
https://www.firstalertstore.com/store/category/onelink-wireless-products.htm
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First Alert Revenue May Face Difficult Comps, 
Come Under Pressure In 2026

Our analysis indicates that First Alert revenue may be challenged in the near term by abnormal retail performance and reliance on 

one product introduction, which may create difficult comparisons. REZI previously said there was seasonality with Q1 typically the 

slowest. However, in Q1’25 REZI called out high single digit growth. In Q2 and Q3’25 REZI did not quantify any performance, but 

rather only called out one product SKU as strong which was the First Alert SC5 developed with Google Nest and that the source 

of strength was the retail channel. Recent commentary from retail channel partners Home Depot and Lowes has reflected caution 

with the housing market.(1) Recent product reviews have also been mixed with some sources giving it 2 or 3-star ratings and the 

NYTimes/WireCutter recommending the Kidde Smart alarm over the First Alert SC5. Lastly, we are concerned that First Alert’s 

margins on this new product may be lower given the necessity to partner with Google on development and distribution. As we 

previously pointed out, REZI is now disclosing higher R&D costs related to third party services. 

Source: REZI earnings conference calls

1) Lowes Q3 results (Nov 2025) and Home Depot Establishes Preliminary FY 2026 outlook (Dec 2025). 

REZI’s Recent First Alert Commentary

Q1

2023

Q2

2023

Q3

2023

Q4

2023

Q1

2024

Q2

2024

Q3-Q4

2024

Q1

2025

Q2-Q3

2025

“So there's a 

couple of things 

about the First 

Alert business. It 

is a little bit 

seasonal. So Q1 

is typically the 

lowest quarter. 

And we did have 

some softness in 

retail and 

particularly early 

in the quarter.”

“Solid, up 

sequentially 

YoY”

“Product 

revenue flat YoY”

Nothing 

quantified,

“strong quarter, 

new 

construction”

Nothing 

quantified on 

First Alert or the 

whole portfolio, 

but called out 

BRK: “strong 

quarter driven by 

BRK which has 

posted 3 

consecutive 

quarters of YoY 

double digit 

growth”

First Alert 

portfolio +20% 

YoY, 3rd straight 

quarter of double 

digit growth

Nothing 

quantified

“broad-based”

“retail” strength

“Revenue for 

the First Safety 

products grew 

high single 

digits YoY” 

Called out retail 

point-of-sale 

(PoS)

Nothing

quantified but in 

Q2 said retail 

had a record 

quarter of 

revenue growth, 

mostly called out 

one single 

product

First Alert SC5  

developed with 

Google Nest 

through retail. 

Tempered 

language to 

‘strong’ retail in 

Q3.

https://www.homedepot.com/p/reviews/First-Alert-SC5-Battery-Smart-Smoke-and-Carbon-Monoxide-Alarm-FSMCO600NVCL1/337593875/1
https://www.amazon.com/First-Alert-Hardwire-Monoxide-SMCO600NV-AC/dp/B0DS2VG4P1?th=1
https://www.nytimes.com/wirecutter/reviews/best-smart-smoke-alarm/
https://store.google.com/product/first_alert_smart_smoke_alarm
https://corporate.lowes.com/newsroom/press-releases/lowes-reports-third-quarter-2025-sales-and-earnings-results-11-19-25
https://ir.homedepot.com/news-releases/2025/12-09-2025-110026216


50

First Alert Is Exposed To Retail And Competitive 
Price Wars

REZI’s First Alert acquisition exposed it significantly to the retail channel, including Home Depot, Lowe’s, WalMart and Costco. At 

Home Depot and Lowe’s there is a war for professional contractors (“Pro”). In 2024, Home Depot spent $18bn to acquire SRS 

Distribution and $5.5bn to acquire GMS to significantly expand its reach in the Pro market. Competition is so intense that when 

you search “First Alert Smoke Detector” online at Home Depot, Kidde is heavily promoted. This channel may also explain 

why REZI’s accrued customer rebate liabilities are rapidly growing.

Source: AlphaSense Expert Interview, Spruce Point Analysis. Home Depot acquisition of SRS and GMS (2024). 1) REZI claims its retail/pro channel mix is 66% / 33%.

REZI Comment on First Alert, BofA Conference, November 2023

“About 20% of the products business does go through retail. This is predominantly still serving the professional 

contractor.(1) So this is the pro going into a Home Depot or Lowe's to pick up our products as well as First Alert. And so First 

Alert is probably the one piece of the business that does predominantly go direct to the consumer or service the DIY market.”

Former Resideo Manager, November 2025

“Lowe's was the biggest on the retail side. That was the main customer on the retail side… On the retail, it was Lowe's, Costco. 

… think Walmart was in it.” 

Home Depot Search “First Alert Smoke Detectors” WalMart Search “Smoke Detector”

Kidde first

https://ir.homedepot.com/news-releases/2024/06-18-2024-153031934
https://corporate.homedepot.com/news/company/home-depot-and-its-subsidiary-srs-distribution-complete-acquisition-gms
https://s206.q4cdn.com/301352751/files/doc_financials/2021/q4/Q4-21-Earnings-Presentation-Final.pdf
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First Alert’s Home Builder Channel Is Less 
Financially Attractive

REZI has been talking up its growing relationship with home builders for the First Alert smoke detector business. However, based 

on our research interview of a former executive familiar with the business, it is a narrower product opportunity which depends on 

larger volumes and carries less margin than the retail channel. 

Source: REZI Conference Call and Spruce Point research interview.

CEO

Q4 2023, Feb 2024

Spruce Point Interview, Former Executive Familiar 

With Resideo’s Security Business And First Alert 

Acquisition

“We have spoken previously about our progress building 

content with home builders. This work is led by our First 

Alert and BRK professional brands. We have expanded 

content with existing builders and increased the number of 

partners we are selling to, adding over 20 new builder partners in 

2023. We believe we are well-positioned to drive growth in 

this channel as the new construction market recovers.”

“I think on the kind of the commercial, when I say commercial, I 

mean the builder side, it's always price skinny, a lot of price 

competition there.”

“Yeah, they’re getting volume discounts. It's a volume 

business. The product itself is pretty inexpensive and pretty 

basic and they just buy a crap ton of them.”

Question: “Would it be fair to say the margins are better on the 

retail side?”

Answer: “Yeah, and also the product mix on the builder side 

is very limited. They're buying what they need to get the thing 

on the wall as opposed to something, because as you say, 

nobody's going to walk into the home and say, "Oh, they have 

the fancy talking smoke detectors here. I'm going to pay more 

for the house." Nobody says that, so it is just a bare minimum.”

“I think they overpaid for First Alert.”
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Revenue Reporting Issues During The Critical 
First Alert Deal

We cannot reconcile REZI’s acquired revenue from 2022 during the critical acquisition of First Alert. REZI also closed three other 

small acquisitions during this period and generally reported the revenue contribution from acquisitions to total and segment 

revenue. REZI implemented multiple restructuring programs in Q4’22 despite First Alert performing ahead of plan.(1) 

Source: REZI SEC filings, 10-Q and 10-K’s

1) Q2’22 outlook includes $325m of First Alert revenues. REZI reported $341m of revenue from First Alert in 2022. 

2) Implied from the difference between total acquired revenue and First Alert reported revenue.

3) Inconsequential acquisition of $5m estimated from cash paid for acquisitions in Q4’22.

4) Reported in segment discussion. Q3’22 is implied by the 9m – 6m reported revenues of $64m - $15m =$49m.

Revenue From Acquisitions Analysis In 2022

$ mm

Acquisition

Segment
Date

Closed

Q1

2022

Q2

2022

Q3

2022

Q4

2022

(Implied from 

Full Yr – 9m)

FY

2022

First Alert Product & Solutions 3/31/2022 -- $113 $112 $116 $341

Arrow Wire 

& Cable (A)
ADI 2/14/2022 Not Material $15 (2)

$23 $48 
(2)

$86
Electronic Custom

Distributors
ADI 7/5/2022 -- --

Teknique (3) Product & Solutions 12/23/2022 -- -- -- Not Material Not Material

Total Acquired 

Revenue
-- $128 $135 $164 $427

ADI Acquired 

Revenue (B)
Not Material

Assume $15 

from above
$49 (4) $22 $86

Difference (A-B) -- ($26) $26 --

Restructuring
Implemented 

multiple 

programs

https://www.sec.gov/edgar/browse/?CIK=1740332&owner=exclude
https://s206.q4cdn.com/301352751/files/doc_financials/2022/q2/Q2-22-Earnings-Presentation-Final.pdf
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Snap One Acquisition

In early 2024, REZI announced its largest acquisition which was Snap One Holdings (Nasdaq: SNPO) for $1.4bn. The Company 

itself was an amalgamation of acquisitions, notably Control4 (Nasdaq: CTRL) in 2019. The CEO touted each company’s “strong 

culture of innovation” and the attractive profile of the transaction. As the following slides will show, former Snap executives tell a 

different story about Snap’s innovation culture. Furthermore, our analysis will question the attractive characteristics of the deal. 

Source: REZI Q1’24 Presentation, Deal Presentation and Deal Conf Call. 

Snap One Promotion Slides

CEO

Deal Call

April 2024

“Both Resideo and Snap One share a strong culture of innovation and employee bases dedicated to supporting their 

integrators and driving value in the markets where they operate. We see significant benefits for integrators in the combined 

businesses with a wider selection of third-party and proprietary products, access and enhancements to support services and 

rapid product fulfillment through a comprehensive branch footprint and strong digital capabilities. All of this creates an 

attractive financial profile that we expect to be accretive to revenue growth, margins and non-GAAP EPS for Resideo.”

https://s206.q4cdn.com/301352751/files/doc_financials/2024/q1/Q1-24-Earnings-Presentation-Final.pdf
https://investor.resideo.com/events-and-presentations/default.aspx
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Interview 1: Former Snap Employee

AlphaSense interviewed a former Director who worked at Snap / Control4 for over 10 years (pre-Control4 acquisition in 2019, 7.5 

years, and post merger, 2.5 years) who offered their views on the business.

Source: AlphaSense Interview, March 15, 2023.

On 

Comcast 

Reliance

“Snap had some large commercial customers as well that literally just buy wires. Comcast was a big customer. I don't know how much 

business Comcast still does through them, but Comcast was actually a customer from Snap One and they literally just purchased RG6 

cable. That's all that they would buy, but they would buy it in such insane quantities that it was significant dollars to the business. There's 

a couple other customers that are like that as well. For the most part, for the average dealer, I would say about 50% is the commoditized product 

and then 50% is more you're purchasing those products because you're buying into the Snap One ecosystem and the platforms.”

On Sonos 

Disruption, 

Culture 

Issues and 

Innovation 

Challenges

“To be honest with you, one of the other problems with the industry is that the dealers have had to start embracing  Sonos a lot more. 

They've had to start saying, "Okay, you really want Sonos in your home. We're going to lose money on what we could have given you with Control4 

and the speakers from there, but we'll still sell you the lighting from Control4. We'll try to sell the actual Sonos as well. They make a tiny margin off 

Sonos, but at least they're making something off that, and they'll charge a little bit of labor to set it up and all that. They'll try to bundle that with a 

much larger system so they're still making money and then install the Sonos because that's what the customer wants, essentially. Keep in mind, 

I've been gone for a year, so I don't know where the product sits at the moment. To be completely frank and honest with you, the products in 

general are very, very behind when it comes to innovation. DIY hasn't taken off yet. Again, this is where maybe I'm jaded. I don't feel like I am. 

I feel like I'm reading this from a rational perspective. I think that Snap is so far behind that they're never going to be able to truly catch up, 

especially once Matter takes off.”

“We had about 700-ish employees. They had about 400-500-ish employees during the merger. A lot of the legacy Control4 employees, we were all 

frustrated with the cultural changes that occurred after. Obviously, it's a huge company merger that happens. No one expected things to stay 

the same. Control4, we considered ourselves to be a tech culture, a tech company. We aspired to innovate. We aspired to make really cool 

products that eventually could be in every single person's home. That was our goal. We viewed ourselves as that tech company first with our 

distribution arm being second. Snap was the opposite. Snap cared only about the distribution arm. They wanted to become the Amazon 

to dealers within the CI channel. The focus was much more on, "Let's sacrifice innovation in the interest of better margins and speed and 

just get something out there so that we can distribute it quicker.” Quite frankly, over the course of my two and a half years after the 

acquisition, I saw the innovation on the Control4 side of things, it decelerated, it didn't accelerate. That was one of the things that 

concerned me, as well, and frankly, a big reason why I left because I was worried about the long-term future for the company.”

On DIY 

“Again, this is my opinion. I do believe that the DIY market is way closer to spreading upstream quicker than Control4 is and SnapOne are 

to be able to come downstream a lot quicker. Frankly, Control4 and Snap move incredibly slowly when it comes to time to innovate and 

do something different. It takes years, literally multiple years, like 18-24 months, at a minimum, is the fastest we’ve ever moved from the time 

where we say, "This is a product that we have to develop, let's go do it," until that product's launching. That's a minimum time frame. The DIY 

industry has moved much, much quicker. They're just already behind. Do you know what mesh networking is? Have you heard that term before? 

Do you know anything about that? Snap still doesn't have a mesh networking solution. They should have had a solution out for that three years ago 

and there's still not a mesh networking solution.”
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Quote Emphasis On Matter Technology

It appears that a major risk identified by a former Snap employee related to Matter technology adoption is starting to materialize. 

IKEA, the largest global home furnishing company, recently launched 21 new smart home products for lighting, sensors, and 

control which we do not believe are Resideo products. The broad adoption of Matter eliminates the need for brand-specific 

hardware and makes smart home devices simpler and cheaper for mass adoption. 

Source: IKEA press release, Nov 6, 2025, AlphaSense Interview, March 15, 2023.

Former Snap Employee (2023)

“To be completely frank and honest with you, the products in general are very, very behind when it comes to innovation. DIY 

hasn't taken off yet. Again, this is where maybe I'm jaded. I don't feel like I am. I feel like I'm reading this from a rational perspective. I think 

that Snap is so far behind that they're never going to be able to truly catch up, especially once Matter takes off.”

IKEA is launching 21 new smart home products focusing on lighting, sensors, and control — all built to work with Matter, the 

universal smart home standard. The launch marks a significant step in making smart home technology easier to use, more 

affordable, and better adapted to real-life needs in the home.  With this launch, IKEA is rebuilding its smart home system and product 

range from the ground up. The new launch reflects years of development and testing in real homes, and a growing understanding of how 

people want smart products to work in their daily life.  The launch includes both new products and updates to existing categories – now built 

to work with Matter. This means IKEA smart products can connect with a wider range of devices and platforms, making it easier for 

customers to build a smart home across different brands.  “Until now, smart home technology hasn’t been easy enough to use for most 

people — or affordable enough for many to consider. This launch brings us closer to helping everyone feel ready and confident to get 

started,” says David Granath, Range Manager at IKEA of Sweden. 

The updated range focuses on three key segments*, that provide the building blocks of a smart home that’s flexible, intuitive, and easy to 

expand over time.  

Lighting – The new smart bulb range from IKEA. Comes in a variety of shapes, sizes, lumen levels and styles, including colour and white 

spectrum options, and dimmable features. 

Sensors – motion, air quality, humidity and water leakage sensors designed to support wellbeing and prevent damage. 

Control – Remotes that make it easy to control devices from a distance, and a smart plug that can turn any product into a smart product. 

https://www.ikea.com/global/en/newsroom/retail/the-new-smart-home-from-ikea-matter-compatible-251106/
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Interview 2: Former Snap Employee

AlphaSense interviewed a former SVP of Marketing at SnapAV who worked there through the acquisition of Control4. 

Source: AlphaSense Interview, March 28, 2022.

On DIY 

Disruption

“I think the DIY products have gotten better. We tried to sit and talk about the value of everything working together and how 

amazing that is, but the disparate apps is not that challenging of a consumer experience. I have to think that that's impacting our 

dealer's business. By the way, I still want to buy amazing speakers, and I really want beautiful lights, and I want automated shades, 

but I can get that from my dealer, and I don't have to have a Control4 system to manage it.”

On Product 

Roadmap

“From my point of view, Charlie is a blue-chip engineer, product management strategic guy who culturally was too big, I think, for 

Snap. There's a lesser person owning that that's less disruptive within the company, and so there's going to be less innovation coming 

out of the company. I would imagine that that has radically impacted the product roadmap

that Control4 was working against, fixing problems, coming out with lower cost products to make them more competitive. I 

think that has an impact. The product roadmap prioritization, problematic.”

On Dealer 

Relations

“The other big thing that was very unwieldy was the integration of our dealer programs. We had ambition. They brought 

[inaudible] in to be able to combine our dealer programs in a manner that we treat our dealers as one. I think that was always 

elusive and we couldn't make that happen. There was weird Snap programs and Control4 programs, and I don't know if that 

got resolved. Three years after the fact, they definitely weren’t. That messes with your channel in some way, shape, or form,

and messes with your ability to drive loyalty and retain your dealer base. I think that was a problem. As I mentioned on the 

sales side, the old-school Control4 sales guys just fighting against the dictates of the MBA-driven, consulting-driven management 

structure of Snap. They lost some really great relationship salespeople”.

On Growth 

Into 

Commercial 

Markets

“On the commercial side, they've been trying for a long time. I know that they spoke to one of my companies It's an automation 

company for commercial. That didn't pan out. The Control4 platform cannot work effectively in huge installs, and automation 

is an important component for commercial.”
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Control4 Growth Appears Stagnant

Control4 was a major part of Snap, accounting for ~30% of its revenue when it was merged in 2019. A review of Control4’s 

website indicates that its growth has severely moderated. The number of homes with installed systems appears to have grown 

from 475k to 500k, or just 5% since 2021. Moreover the dealer and integrator partners has not grown at all since COVID-19 and 

comments from dealers about the integration increase the risk of churn. An industry blog details the controversy and angst among 

some of the dealers with the Snap/Control4 acquisition with a major concern being their relationship with the end client is being 

diminished and some vowing to shift away from Control4.(1)

Also, there’s a growing trend towards rolling-up and consolidating smart home integrators which is backed with institutional 

capital. For example, Daisy, led by a former Goldman and McKinsey executive, raised $35m and has already expanded across 

the U.S. We view integrator consolidation as a negative as it could provide greater leverage against the Company.

Control4 Key Metrics On Website

2018 2019 2020 2021 2022 2023 2024 2025 Current

Interoperable 

3rd party devices
11,000 12,000 14.000

"tens of 

thousands"

"tens of 

thousands"

"tens of 

thousands"

"tens of 

thousands"

"tens of 

thousands"
25,000+

Homes -- -- 400,000 475,000 475,000 475,000 475,000 475,000 500,000

Distributor/Dealer 

Integrators
5,500 5,700 6,000 6,000 6,000 6,000 6,000 6,000 6,000

Countries 100 100 >100 >100 >100 >100 >100 >100 >100

Connected Devices -- -- 15M 15M 15M 15M 15M 15M 15M

1) Strate-gee.com blog

Source: Control4 and Wayback analysis. 

https://www.adiglobal.com/company-news/snapav-and-control4-combine-to-transform-global-smart-home-industry
https://daisyco.com/about-us/daisy-news/
https://daisyco.com/press-release/daisy-innovative-tech-services-company-announces-15-million-series-c-investment/
https://www.strata-gee.com/d-day-arrives-control4-integrators-begin-turning-clients-over-to-snap-one/
https://www.control4.com/
https://web.archive.org/web/20231003161831/https:/www.control4.com/company


58

Snapav.com Web-Traffic Has Been Declining

Similarweb analytics shows a -27% decline in web-traffic to SnapAV’s homepage and generally flat traffic to its order status page 

since REZI closed its acquisition.

Source: Similarweb.com

Snapone.trackorderstatus Sub-Link

Snapav.com

REZI

Closes Snap 

Deal

REZI

Closes Snap 

Deal

-27%
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Other Snap Web-Traffic Site Have Been Declining

Control4 and OVRC, its professional remote management platform for Control4 dealers, are critical exclusive brands acquired 

through the Snap transaction. Similarweb analytics also show weak trends to each website.

Source: Similarweb.com

Control4.com

Ovrc.com

REZI

Closes Snap 

Deal

REZI

Closes Snap 

Deal

Significant 

decline
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What Edge Does SnapAV (Part of ADI) Really Have?

Sunbrite TV 

Buy at SnapAv.com?

Sunbrite TV 

Or Buy Direct From Manufacturer?
Sunbrite TV 

Or Buy From Amazon?

Source: SnapAv.com, Amazon, SunbriteTV

40% off

REZI’s “Exclusive Brands” growth story is not by accident. We believe it is because it has little edge in many brands it sells. As an 

example, why would a customer go through a middleman like SnapAV to purchase a TV when it can be purchased directly from 

the manufacturer at 40% off list price? Moreover, many products are also available through Amazon. At a minimum, it is easy for 

their customers to price compare Snap’s products in categories such as cables, speakers, wires, cameras, wall mounts, etc.  

https://www.snapav.com/shop/en/snapav/sb-v3-55-4khdr-bl
https://www.amazon.com/SunBrite-Veranda-55-inch-Weatherproof-Television/dp/B0B11MY57Z/ref=sr_1_3?crid=1HHN0KTGKW77J&dib=eyJ2IjoiMSJ9.4uKkCzpmyTZy3GYs4V98McONcD-fXMSUyAVxuG-tm92xcmXotYsp8aWaWZwroZAs.s2PxlYJIG98ZiMheOCzxPOCu0h06vGeKlPwfTD1bOQc&dib_tag=se&keywords=SunBrite%E2%84%A2%2BVeranda%2B3%2BFull-Shade%2B4K%2BHDR%2BOutdoor%2BSmart%2BTV&nsdOptOutParam=true&qid=1768741148&sprefix=sunbrite%2Bveranda%2B3%2Bfull-shade%2B4k%2Bhdr%2Boutdoor%2Bsmart%2Btv%2Caps%2C148&sr=8-3&th=1
https://www.sunbritetv.com/categories/products/televisions.html
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More Evidence That ADI Has A Weakening Edge

Buy Direct From Samsung

Source: ADI and  Samsung product and Business Account websites

15% off w/ new 

Samsung Account

We believe the issues at SnapAV are just a microcosm of ADI’s overall problem. For example, one of the growing issues can be 

seen with Samsung, which ADI lists as a “Featured Brand”. Samsung also offers products direct and is actively promoting its 

“Business Account” program that offers volume discounts and financing options. 

Buy At ADI 

Targeted Benefits From Buying Direct At Samsung

https://www.adiglobaldistribution.us/Product/QZ-970EVP500
https://www.samsung.com/us/business/computing/memory-storage/solid-state-drives/970-evo-plus-500gb-mz-v7s500b-am/
https://www.samsung.com/us/business/account/login/?phase=signup
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Integrator Consolidation Is Accelerating 

We see growing evidence that both ADI’s supplier brands and its customers are gaining leverage and may be starting to squeeze 

it as a middleman distributor. There is now consolidation occurring among smart home design and integrators which is being 

backed by institutional capital. The biggest news has been the launch of Daisy in 2024 which is estimated to have acquired at 

least 10 companies already. We expect larger integrators to be able to extract larger price concessions and discounts in their 

purchasing and procurement from distributors like ADI. 

Recent Consolidators In Smart Home Integration

Year Consolidator Investors
Capital Raised 

$ mm
Description

2019 Bravas LLC Presidio Investors $75
Merges 15 independent smart home design-build firms across 

the United States.

2024

2025

Daisy

Fifth Down Capital

Goldcrest 

Bungalow

Bullish 

Burst Capital

$35

Daisy is a roll-up of national home and small business 

technology installation and services company. Daisy partners 

with builders, architects, designers, and homeowners to create, 

install, and service optimal audio visual, lighting, shades, and 

security designs. Within roughly 12 months of launching, Daisy 

acquired at least 10 companies, expanding its footprint to 20+ 

locations across states including California, Florida, 

Connecticut, Colorado, Virginia, Arizona, and Massachusetts.

https://www.prnewswire.com/news-releases/daisy-launches-national-technology-integration-and-services-company-for-smart-homes-302028932.html
https://www.presidioinvestors.com/presidio-invests-75m-to-merge-15-companies-creating-bravas-a-nationwide-designer-of-luxury-smart-home-systems/
https://bravas.com/
https://daisyco.com/press-release/daisy-closes-7-million-series-b-on-heels-of-11m-series-a/
https://daisyco.com/press-release/daisy-innovative-tech-services-company-announces-15-million-series-c-investment/
https://daisyco.com/silicon-valley-ca/


REZI’s Growth Opportunities Appear 
To Be Sputtering
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Category Expansion Goals Likely Disappointing

REZI started talking about adjacent category expansion more prominently in 2023 by focusing on Pro and Residential AV, along 

with Data Communications. Combined, REZI claimed sales were over $500 million in 2022, up 20% year-over-year. Ever since, 

REZI has not updated its product segment or combined revenue for these categories. However, based on recent commentary, it 

appears that growth has significantly flattened, with Datacom and Pro AV growing at low double digits, while Residential AV has 

seen flat growth. The Residential AV category performance is even more troubling given that REZI bolstered its capabilities with 

the Snap acquisition.  

Source: Investor Presentation (Nov 2023) and Conference call statements.

Commentary on Adjacent Category Expansion

Q3’22

Nov 22

“We continue to look at opportunities to expand ADI's presence in 

adjacent categories of audiovisual and data communications.”

Q4’22

Feb 23

“We launched over 250 new SKUs and 3 new brands during 2022. 

Capture Advance, which includes NDAA-compliant video of wire for AV 

and datacom equipment and ADI Pro for wire access control and 

accessories. We will continue to build upon these offerings in 2023 and 

see meaningful revenue expansion opportunity for new SKUs and 

sales initiatives. ADI continues to execute on the strategy to expand 

into adjacent AV and datacom markets. These categories accounted 

for over $500 million of revenue in 2022, up 20% year-over-year.”

April 2024

“For the last number of years, we've been growing and building 

out our presence in the residential AV market, and Snap One has 

been investing in the security market.” 

Q2’24

Aug 2024

“The majority of the Snap products is in pretty much one area, 

right, residential AV.” 

Q4’24

Feb 2025

“We continue to achieve healthy expansion into our strategic growth 

verticals of professional audiovisual and datacom.”

Q3’25

Nov 2025

“Both the datacom and Pro AV businesses each grew revenue by 

low double-digit percentage points year-over-year.”

“Growth in residential AV was flat year-over-year amidst 

continued softness in the market.”

Adjacent Category Expansion

Last Shown Nov 2023

https://s206.q4cdn.com/301352751/files/doc_events/2023/11/1/231107-baird-industrial-conference.pdf
https://investor.resideo.com/financials/quarterly-results/default.aspx
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Evidence of ADI And Adjacent Category 
Inventory Bloat

Clearance Zone Items at ADI Global

Dec 

2021 

Nov

2022

Oct

2023

Aug

2024

July

2025

Jan

2026

Number of 

Clearance Items
412 211 338 607 728 699

Rising inventory levels can also be seen directly on ADI’s website. Notably, the Company has a “Clearance Zone” under its deal tab. 

By using the Wayback Machine, we see that the total number of clearance items has been steadily rising. Furthermore, by clicking on 

product categories, we see that most of the products are in Data Comm & Networking and Pro AV, which are two of the adjacent 

growth categories that management has been touting.

Source: ADI Global website and Wayback Machine

Growth areas 

also have 

elevated level of  

clearance 

products

https://www.adiglobaldistribution.us/Catalog/Deals/clearance-zone
https://web.archive.org/web/20211208162846/https:/www.adiglobaldistribution.us/Catalog/Deals/clearance-zone
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Ecommerce And Exclusive Brands Are Heavily 
Touted Growth Areas By Management

REZI has pointed investors to opportunities with its ecommerce sales and exclusive brands which it has said are faster growing 

and have higher margins. Management also recently claimed that its goals are to have touchless revenue at 60-65% of revenue 

and that exclusive brands can be a $1bn business. However, to have faith in these goals, REZI should provide reliable and 

consistent metrics for investors to track its progress. On the next slide, we detail our concerns with these growth opportunities. 

Source: REZI conference calls

CFO Trunzo

Q4’23

Feb 2023

“And we see that probably as maybe better than some of the other news in the distribution space largely because of the 

levers that we can pull still around price optimization and as importantly, around our exclusive brands. Those products 

have dramatically higher margins than our average and they continue to grow at a much, much faster rate than 

the overall business.”

Aarnes

Nov 18, 2024

“And then we've invested in a couple of software platforms that basically convert inbound e-mails to sales orders, which 

sales order automation is what it's called. That's another 10%, 12% of the business. If you throw all that together, in the 

next 5 years, I want to have total touchless revenue somewhere north of 60%, 65%. All right?” 

Aarnes

Q1’25

May 2025

“E-commerce continues to be structurally accretive to the total ADI gross margin and was a bigger contributor to 

first quarter's total gross profit dollars than last quarter. We continue to invest in providing a leading omnichannel 

experience that makes the buying experience easier and more streamlined for our customers.”

CEO

July 30, 2025

“Omnichannel capabilities, digitization, AI and automation have never been more important. ADI will continue to invest in 

these critical areas to further enhance e-commerce capabilities, expand our product offerings and grow our sales team 

with even greater effectiveness. ADI will also focus on growing its portfolio of exclusive brands with the goal of 

building this to be a $1 billion business within ADI.”
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Supposedly Faster Growing And Higher Margin 
Areas Are Weaking….

Despite claiming it can get ADI revenue to be 60-65% touchless, REZI stopped disclosing the percentage at the end of FY23. 

Moreover, reported organic ecommerce revenue appears to have received a big uplift during the first year of the Snap One 

transaction. However, in Q3’25 the growth rate declined dramatically back to just 3%. ADI (ex-Snap) exclusive brands organic 

revenue growth collapsed from 32% to 3% from Q2-Q3’25. If we include Snap exclusive products, organic revenue growth 

declined from 5% to 3% from Q2-Q3’25. Overall, it appears that REZI’s growth vectors are starting to meaningfully 

decelerate. 

Source: REZI SEC financials, Spruce Point analysis. 

1) Touchless includes ecommerce, EDI and email-automation.

2) Not referenced as organic. 

Key Performance Metrics

2023 2024 2025

$ in mm Q1 Q2 Q3 Q4 FY Q1

Q2

Snap 

closed

Q3 Q4 FY Q1

Q2

Snap 

1yr later

Q3

Organic ecommerce 17% 9% 5% 1% 8% 1% 6% 18% 22% N.A. 15% 19% 3%

% of ADI Revenue 

That Are Touchless (1) 39% 38% 38% No Longer Disclosed

% of Total ADI 

Revenue
19% 21% 20%

Organic Exclusive 

Brands Revenue 

Growth

7% 18% 32% 34%(2) 26% 32% 3%(2)

Total ADI Exclusive 

Brands Revenue 

Growth (inc. Snap)

5% 3%

Sharp 

deceleration
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We View It As A Negative Signal That REZI No 
Longer Quantifies New Product Launches

There is a strong clue that ADI’s revenue momentum will slow in the coming quarters. From Q3’24 through Q2’25, ADI President 

Aarnes referenced the number of new product and SKUs launched. However, in Q3’25 he conspicuously stopped referencing new 

product launches. This factor, along with REZI now signaling that third party services are being used to develop products, 

suggests to us that any revenue uplift from new product introductions is likely to slow. 

Source: REZI Earnings Conference Calls

New Product Quotes By ADI President Robert Aarnes

Q3’24

Nov 7, 2024

“And we're now to the point where if you take Snap out of the equation, look at our exclusive brands line. We're 

launching over 200 new products a year across all of our categories. That's driving a lot of that growth. That's 

part one.”

Q4’24

Feb 4, 2025

“We are really excited about our exclusive brands. Net revenue increased 34% year-over-year, and we launched 

almost 80 new products in the quarter.”

Q1’25

May 6, 2025

“The strategic benefit of the Snap One acquisition is evident as the combined team launched almost 100 new 

products in the quarter.”

Q2’25

Aug 5, 2025

“In the quarter, we added nearly 200 SKUs. We also continue to be recognized for the value we deliver to the 

customer, notably being named the #1 top industry distributor in the CE Pro 100 brand analysis. With the inclusion of 

Snap One, total ADI Exclusive Brands revenue grew 5% year-over-year.”

Q3’25

Nov 5, 2025
NOTHING……
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Other Growth Opportunities Haven’t Panned Out

The former CFO talked up REZI’s water and air business in 2021 by saying it had identified attractive areas for growth. Fast 

forward to today, it’s now obvious the growth never materialized. 

Source: REZI SEC filings

CFO Promoting Water and Air Growth Opportunities

“Our recently completed P&S strategic planning process identified several attractive categories for growth, 

including water, indoor air quality and cross-platform solutions.”

Water and Air Revenue

$ in mm 2021 2022 2023 2024 YTD’25

Water Revenue

   YoY growth

$349

18.7%

$322

-7.7%

$320

-0.6%

$309

-3.4%

$230

0.9%

Air Revenue

   YoY growth

$858

12.7%

$953

11.1%

$862

-9.5%

$858

-0.5%

$630

-0.6%

https://www.sec.gov/edgar/browse/?CIK=1740332&owner=exclude


Troubling Financial Reporting And 
Accounting Tactics Undermine 
Confidence In REZI’s Glowing Non-
GAAP Results
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Instability In The CFO And CAO Role

Role Executive Period

Chief Accounting Officers Joe Ragan III Pre Nov 2019

AnneMarie Geddes Oct 2019 – Nov 2021

Tina Beskid Through March 2025

Michael Carlet (also CFO) March 2025 – July 2025

Jeff Kutz July 21, 2025 – Current

Chief Financial Officers Joe Ragan III Nov 2019 

Bob Ryder (interim) Oct 2019 – June 2020

Tony Trunzo June 2020 – Aug 2024

Michael Carlet Aug 2024 – Current

In REZI’s short public life since late 2018 of just seven years, the Company’s CFO and CAO roles have been a virtual revolving 

door with turnover in the function approximately every two years. We believe this is troubling given our observations about 

financial reporting and accounting anomalies and inconsistencies. 

Source: REZI SEC filings

https://www.sec.gov/edgar/browse/?CIK=1740332&owner=exclude
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We Believe REZI’s Non-GAAP Financials Are Inflated 
By Necessary And Recurring Costs

We question the legitimacy of REZI’s Adj. EPS and Adj. EBITDA presentation. We do not believe these are simply one-off items to 

be excluded from financial results. Rather, we see these as on-going and recurring costs which are necessary to fix REZI’s 

complex and ailing operations. Since its spin-off, REZI has reported a total of $220m of charges. The restructuring add-backs are 

material to its Non-GAAP financial results at ~10% in the past two years. According to a former executive we spoke with, these 

were legacy issues which were not likely to have been completely unknown by the management team from the 2018 spin-off. 

1) Charges are taxed at 25% per REZI’s disclosure.

Source: REZI SEC filings and Spruce Point analysis.

$5.0 

$37.0 $40.0 

$0.0 

$35.0 
$42.0 

$52.0 

$9.0 

$220.0 

$0.0

$50.0

$100.0

$150.0

$200.0

$250.0

Restructuring Costs Since 2018 Spin-off
Restructuring Add-Backs To Recent Results

Eight Line-Time Adjustments
$ mm

Restructuring charges   

As % of Non-GAAP EPS (1)                           11.5%                         9.6%                                  

Materiality

https://www.sec.gov/edgar/browse/?CIK=1740332&owner=exclude
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We Estimate That Net Income Has Been Cumulatively 
Overstated By $142m By Income Tax Reporting 

Tax reporting is an area of accounting that requires significant judgement. Companies often report cash taxes paid at the bottom 

of the cash flow statement. There can be year-to-year differences between reported and cash amounts due to timing of audits, 

investigations and refunds. We evaluate REZI’s income tax expense vs. cash taxes paid, net over the long run and should expect 

them to be roughly equal. However, since 2021 REZI has been reporting less GAAP income taxes than cash taxes paid. 

Cumulatively, the amount of taxes under-reported on the income statement relative to cash taxes paid is ~$142m. Therefore, we 

argue that Net Income has also been cumulatively overstated by the corresponding amount. 

Source: REZI SEC filings, Spruce Point analysis.

REZI Tax Analysis

$ in mm Location 2019 2020 2021 2022 2023 2024 YTD 2025 Cumulative

Cash Taxes, 

Net of Refunds

Bottom of Cash 

Flow St. or 

Note 17

$86 $32 $107 $159 $123 $162 $76 $745

Provision for 

Income Taxes

Income 

Statement
$35 $64 $111 $135 $103 $105 $50 $604

Difference $51 ($32) ($4) $24 $20 $57 $26 $142

New 

Disclosure 

Starting In 2022

https://www.sec.gov/edgar/browse/?CIK=1740332&owner=exclude
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Auditor Changes At Large Loss-Making Entities

While we understand the need for cost rationalization at REZI, we don’t believe it should come at the expense of the audit fees 

given multiple reporting anomalies identified. Despite acquiring over $1.5bn in revenue, the audit fee has barely increased. 

We also have concerns around recent multiple auditor changes at three Ademco U.K. entities from Deloitte to Grant 

Thornton. These three entities generated combined losses of £84m in 2024 and involved large restructuring and reversal 

impairment charges related to intercompany entities. One U.K. entity is being audited by Azets. In unrelated news, the U.K. 

Financial Reporting Council is investigating audits by both firms related to Stenn, the UK invoice-financing firm that collapsed. 

REZI Audit Fee Analysis
$ in mm 2022 2023 2024

REZI Audit Fees to Deloitte $6.0 $5.6 $6.2

Snap One Audit Fee (2024, $1bn revenue) $2.1 $2.2 N.A.

First Alert + bolt-ons (2022-24, $570m+ revenue) N.A. N.A. N.A.

Change of Auditor From Deloitte To Grant Thornton At 

Three U.K. Entities Controlled By REZI
REZI Subsidiary Audited By Azets

Source: Companies House U.K. FTC.org.uk, REZI and SNPO proxy statements.

https://www.gov.uk/government/organisations/companies-house
https://www.frc.org.uk/news-and-events/news/2025/07/investigation-regarding-the-audits-of-stenn-by-azets-and-deloitte/
https://www.sec.gov/ix?doc=/Archives/edgar/data/0001740332/000114036125015189/ny20041812x1_def14a.htm
https://www.sec.gov/Archives/edgar/data/1856430/000114036124018842/ny20015717x1_def14a.htm


75

Multiple Changes To Snap’s Inventory & Customer 
Relationship Valuation Post Closing

Snap’s inventory was marked down twice by a total of $23 million. This is more than the reserve that was carried on Snap One’s 

balance sheet which was historically ~$15 million. This suggests that Snap’s earnings may have been inflated by under-

reserving for obsolete inventory. Also, we observe that REZI has given sporadic disclosure about the assumption of its 

intangible asset amortization assumptions. Notably, it increased the most value to customer relationships and increased the 

amortization period from 10 to 12 years. On the next slides, we’ll illustrate why we believe this is an aggressive assumption that 

inflates reported results. 

Source: Preliminary 8-K, Note 4, Snap One Q1’24 10-Q, and REZI SEC filings

Snap One 

Financials
Resideo Financial Reporting

$ in mm
Standalone

Q1 3/31/24

Preliminary

Closing 

6/14/24

Q2

2024

Q3

2024

10-K

2024

Q1

2025

Q2

2025

Cash $41.3 -- $47.0 $47.0 $47.0 $47.0 $47.0

Accounts Receivable $45.3 $45.0 $49.0 $49.0 $49.0 $49.0 $49.0

Inventory $249.2 $263.0 $250.0 $240.0 $240.0 $240.0 $240.0

Goodwill $592.2 -- $393.0 $405.0 $405.0 $396.0 $396.0

Intangibles (A) $492.7 $690.0 $770.0 $770.0 $770.0 $770.0 $770.0

Accounts Payable $59.2 $59.0 $48.0 $48.0 $48.0 $48.0 $48.0

Accrued Liabilities $58.5 $90.0 $73.0 $70.0 $70.0 $69.0 $69.0

(A) Assumptions

Customer 

Relationships

$530.0

10 years

No Disclosure

$590.0

12 years

No DisclosureTechnology
$100.0

5-10 years

$110.0

7 years

Trade names
$60.0 

10 years

$70.0

10 years

https://www.sec.gov/ix?doc=/Archives/edgar/data/0001740332/000119312524162846/d845319d8k.htm
https://www.sec.gov/ix?doc=/Archives/edgar/data/0001856430/000185643024000025/snpo-20240329.htm
https://www.sec.gov/edgar/browse/?CIK=1740332&owner=exclude
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Our Analysis Suggests That REZI’s Customer 
Relationship Assumption May Be Inflated

Based on peer data and an expert interview, we believe that Resideo’s average customer life assumption of 12 years in the Snap One 

transaction to be extremely aggressive and well beyond the 7 – 8 years supported by our analysis. Snap One disclosed competitors  

Alarm.com, Alphabet, Amazon, Apple, Crestron, Lutron, Savant, Sonos, and Ubiquiti. Snap One’s largest public acquisition in 2019 

prior to its IPO was Control4 (Nasdaq: CTRL) which was ~30% of its revenue. Based on public company disclosures, we observe the 

average customer relationship amortization period to be ~7 years. Based on a recent interview of an executive at a major security 

company (similar home services) that moved away from Alarm.com and Resideo, the average customer life is 7 – 8 years. 

Source: AlphaSense expert interview, November 17, 2025. Snap One IPO Prospectus, Alarm.com, Sonos, Control4

Amortization Period Assumptions

$ in mm Alarm.com Sonos
Control 4

(pre-merger)

Peer

Average

Snap One

IPO

REZI

Assumption

Customer 

Relationships
5.3 -- 8.4 6.9 5 – 25 12

Technology 4.0 4.5 6.9 5.1 5 – 15 7

Trade names / marks 3.0 3.5 12.0 6.2 2 – 10 10

VP, 

Large Public 

Security 

Company

“You churn through every seven or eight years is how long customer lasts on average. We decided to 

move away from both Alarm.com and Resideo, not primarily for price reasons, although the 

equipment and the software is cheaper than those, but because we wanted control of what our 

product offering was so we could differentiate ourselves.”

https://www.sec.gov/Archives/edgar/data/1856430/000110465921097090/tm2110925-14_424b4.htm
https://www.sec.gov/ix?doc=/Archives/edgar/data/0001459200/000145920025000004/alrm-20241231.htm
https://www.sec.gov/ix?doc=/Archives/edgar/data/0001314727/000131472725000090/sono-20250927.htm
https://www.sec.gov/Archives/edgar/data/1259515/000155837019000557/ctrl-20181231x10k.htm
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Sensitivity Analysis of Customer Relationships 
Shows Material Impact On Pre-Tax Income

We believe that REZI’s pre-tax income in the YTD 2025 period is inflated by 8-12% by making overly aggressive assumptions about 

the average customer life from the Snap One transaction. 

1) Adjusted for incremental expense of the Honeywell Indemnification Agreement termination of $837m. 

Source: REZI SEC filings and Spruce Point analysis.

Sensitivity Analysis of Customer Life Assumption To YTD 2025 Pre-Tax Earnings

$ in mm As Reported 7-Year Life 8-Year Life

Customer Relationship Intangibles $590 $590 $590

Years Assumed 12 7 8

Annual Amortization Expense $49.2 $84.3 $73.8

Incremental Annual Expense -- $35.1 $24.6

Pre-Tax Adjusted Earnings (1) $224.0 $224.0 $224.0

Less: Incremental Amortization 

Expense For 9 Months
-- ($26.3) ($18.4)

Spruce Pt. Adj. Pre-Tax Earnings $224.0 $197.7 $205.6

% Decline -- -12% -8%

https://www.sec.gov/edgar/browse/?CIK=1740332&owner=exclude
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We Find Something Seriously Wrong With REZI’s 
Financial Reporting And Revenue Explanations

Spruce Point has identified a glaring issue with REZI’s revenue and EBIT disclosure in 2023. The Company divested Genesis 

Cable on October 16, 2023 which was included in the Products and Solutions segment. When discussing the factors driving the 

segment’s decline in revenue and EBIT, the Company failed to account at all for the divestiture. Based on 2024 disclosures, we 

estimate that Genesis had ~$126m of revenue or ~$22m of impact to the 2023 revenue decline. Complicating matters, REZI 

reported that segment EBIT declined by -$32m, but gave explanatory figures that indicated the total decline was -$114m.

Source: REZI SEC filings, “Resideo Completes Sale of Genesis Cable Business,” Oct 16, 2023, press release. For 2024, Resideo said, “The increase was partially offset 

by $105 million of lower sales from the divestiture of the Genesis business in 2023.” 

2023 Product and Solutions Segment Discussion

$ in mm Disclosure Spruce Point Analysis

2023

Revenue

“Products and Solutions revenue decreased $111 million, or 

4%, mainly due to lower sales volume of $307 million and 

unfavorable foreign exchange fluctuations of $5 million, partially 

offset by price increases of $102 million and $99 million of 

revenue from First Alert, Inc.”

Management did not specify that the Genesis divestiture was a 

likely cause of this decline. We estimate $22m of the decline was 

from the sale which closed on 10/16/23.

The total figures explained sum to $111m. REZI called out acquisition 

revenue, but not divestiture revenue. If they ignored the lost sales from 

Genesis than the numbers are not accurate.  

Genesis Divestiture:        ??

Lower sales volume:    ($307)

Unfavorable FX:               ($5)

Price increase:                $102

First Alert acquisition:       $99

Total Effect:                  ($111)

2023

EBIT

“Income from operations decreased $32 million, or 6.1%, 

from the same period in 2022, primarily due to lower sales 

volume of $166 million, restructuring expense of $27 million, and 

unfavorable price/mix of $38 million from mix shifts to lower 

priced products. Partially offsetting the unfavorable impacts to 

income from operations were $97 million of lower manufacturing 

input costs, primarily material and freight, due to the inflationary 

environment stabilizing and $20 million from the First Alert, Inc. 

acquisition.”

Income from operations did decline from $527m to $495m or -$32m 

However, the explanatory factors do not reconcile:

Genesis Divestiture:         ??

Lower sales volume:      ($166)

Higher restructuring:        ($27)

Price / Mix shift:               ($38)

Favorable Mfct’g costs:      $97

First Alert acquisition:         $20

Total Effects:                 ($114)

https://www.sec.gov/edgar/browse/?CIK=1740332&owner=exclude
https://investor.resideo.com/news/news-details/2023/Resideo-Completes-Sale-of-Genesis-Cable-Business/default.aspx
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Why Does REZI Keep Shifting How It Describes 
Its Capex?

Recall, previously we pointed out REZI’s frequent capex misforcasting. We see a major red flag that REZI has made four separate 

revisions to its capex nomenclature on the Consolidated Statement of Cash Flow. The revisions make it appear as if REZI is trying 

to obscure its technology spending which we view as enormously important given its recent disclosure of ERP challenges and the 

importance of technology in its product and service offerings.

Source: REZI SEC filings and Spruce Point analysis.

Clear And Separate Disclosure 

“And Software”

“Other Intangibles”

“Capital Expenditures”

https://www.sec.gov/edgar/browse/?CIK=1740332&owner=exclude
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Property Reallocation May Flatter Segment 
Margins

REZI’s Item 2. Properties Disclosure In The 10-K Annual Report

2021 2022 2023 2024

Manufacturing 16 20 20 17

Distribution Centers 5 4 3 4

Branches -- -- -- --

Other -- -- -- 37

Total P&S Segment (A) 21 24 23 58

Manufacturing -- -- -- --

Distribution Centers 2 5 5 24

Branches 188 175 169 198

Other -- -- -- 27

Total ADI Segment (B) 190 180 174 249

Jointly Operated (C) 49 48 56 ??

Corporate (D) 3 3 3 3

Total = A to D 263 255 256 310

Snap One Acquisition

Executive HQ -- -- -- 2

Distribution -- -- -- 6

Branches -- -- -- 45

Total Snap Properties -- -- -- 53

Spruce Point observes unusual and unexplained changes to REZI’s property disclosures between 2023 and 2024. Our suspicion 

is that REZI used its discretion to allocate greater overhead costs to the P&S segment to flatter ADI segment margins. 

After claiming there were 56 

properties owned or leased 

jointly by both segments in 

2023, REZI appears to now 

allocate them as “Other” 

properties to each segment. 

The allocation method is not 

explained but more were 

put in P&S than ADI. 

REZI may have reclassified 

certain Snap One locations. 

For example, distribution 

centers increased from 5 to 

24 (+19) despite Snap One 

only reporting 6 centers. 

Also branches rose +29 

despite Snap One 

contributing 45 from the 

acquisition.  

Source: REZI and SNPO SEC Filings.

https://www.sec.gov/edgar/browse/?CIK=1740332&owner=exclude
https://www.sec.gov/edgar/browse/?CIK=1856430


81

Shifty R&D Expense Reporting

REZI has shifted its reporting of R&D three times. First, it reported these costs within Cost of Goods Sold, then within SG&A and 

now provides separate line-item disclosure. The obvious effect of this reclassification is to improve Gross Margins which was a 

promoted long-term goal in 2021 that subsequently fell short.  

Source: 2019, 2020, 2021 10-K

R&D Reporting Disclosure

2019

“Research and Development—The Company conducts research and development activities, which consist primarily of 

the development of new products as well as product applications support to existing customers with installed base and 

enhancements and improvements to existing products. Research and development costs primarily relate to employee 

compensation and consulting fees which are charged to expense as incurred. Such costs are included in Cost of 

goods sold and amount to $139 million, $105 million and $120 million for the years ended December 31, 2019, 

2018 and 2017, respectively.”

2020

“On January 1, 2020, we changed our classification of research and development expenses from Cost of goods sold to 

Selling, general and administrative expenses, such that research and development expenses are excluded from the 

calculation of Gross profit. This change had no impact on Net income (loss) and earnings (loss) per share or the 

Consolidated Balance Sheet, Consolidated and Combined Statements of Cash Flow or Equity. The Company determined 

the impact on previously issued consolidated and combined annual and interim financial statements was not material. 

The impact for the years ended December 31, 2019 and 2018, was a decrease in Cost of goods sold and an increase 

in Gross profit and in Selling, general and administrative expenses of $87 million and $59 million, respectively. 

The impact of the reclassification for the year ended December 31, 2019 is also reflected in Note 7. Restructuring 

Charges of Notes to Consolidated and Combined Financial Statements.”

2021
“The prior year Consolidated Statements of Operations were reclassified to present Research and development 

expenses as a separate line item within the statements. Research and development expenses were formerly included 

within Selling, general and administrative expenses.”

https://www.sec.gov/Archives/edgar/data/1740332/000156459020007105/rezi-10k_20191231.htm
https://www.sec.gov/ix?doc=/Archives/edgar/data/0001740332/000156459021008469/rezi-10k_20201231.htm
https://www.sec.gov/ix?doc=/Archives/edgar/data/0001740332/000095017022001289/rezi-20211231.htm
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Intersegment Revenue Disappeared; 
CFO May Have Understated Its Significance 

We are troubled by the recent omission of intersegment revenue reporting without an explanation that we can identify and by the 

CFO’s recent insistence it was “single digits”. Intersegment revenue is important for accessing a company’s internal functioning 

and efficiency and how much segments rely on each other to allocate resources. Moreover, it creates the potential for 

manipulation of results or hiding underlying problems in one or both segments. While REZI may have a legitimate reason for this 

change, the lack of transparency and change without explanation, we believe to be a major red flag. We also believe intersegment 

revenue may have implications for the corporate split since the terms of the intersegment revenue have the potential to be at

off-market terms and may carry artificially high margins for reporting purposes. 

Source: REZI SEC filings

2021 Segment Results

2022 Segment Results

??

“It's single digits, the amount of 

volume that goes back and forth on 

each side, the amount of revenue for 

ADI and P&S that is intercompany is 

in a single digit. So, it's a significant, 

but it's not huge.”

CFO: July 30, 2025

https://www.sec.gov/edgar/browse/?CIK=1740332&owner=exclude
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Less Transparency In Segment Reporting (cont’d)

We are troubled by REZI’s recent reporting omission of segment and corporate depreciation and amortization expense. The 

Company recently included a statement that assets by segment are not used to allocate resources. If so, then how can it reliably 

allocate capex by segment and why should it even be reported? Management reports segment income but apparently does not 

consider a metric like return on assets by segment a useful metric for evaluating its performance. 

2023 Segment Reporting

No Longer Disclosed

New 

Disclosure

2024 10-K

“Disaggregated assets by segment are not used to allocate resources or to assess performance of the 

segments and therefore, segment assets have not been disclosed.”

Source: REZI SEC filings

https://www.sec.gov/edgar/browse/?CIK=1740332&owner=exclude
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Concerns With Restructuring Reporting

REZI appears to be retroactively moving restructuring charges to suit their purpose or making careless reporting errors. For 

example, by H1 2023 the Company reported a total of $4m of charges in the Product & Solutions segment. In Q3, they reported 

$10m of charges in the ADI segment but said $12m of charges had been reported in the nine-month period. This implied that $2m 

of charges were in ADI in H1 2023. Based on all the disclosures, this does not appear to be correct.  

Source: REZI SEC filings

2023 Restructuring Charge Discussion

Q1’23

“In the fourth quarter of 2022, we executed multiple restructuring programs to lower costs, increase margins and position us for 

growth. For the three months ended April 1, 2023, our Products and Solutions segment incurred additional restructuring 

expenses of $2 million primarily related to employee termination cost.”

Q2’23

“In the fourth quarter of 2022, we executed multiple restructuring programs to lower costs, increase margins and position us for 

long-term growth. For the three and six months ended July 1, 2023, our Products and Solutions segment incurred 

additional restructuring expenses of $2 million and $4 million, respectively, primarily related to employee termination costs.”

Spruce Point Note: No charges reported in ADI Global or Corporate. 

Q3’23

“During the third quarter of 2023, we initiated additional restructuring programs (“2023 Plan”) in order to align our cost structure 

with market conditions. For the three and nine months ended September 30, 2023, we recognized restructuring and impairment 

expenses of $38 million and $42 million, respectively. These expenses primarily related to workforce reductions.”

“Restructuring and impairment expenses recognized were $25 million in the Product and Solutions segment, $10 million in the 

ADI Global Distribution segment and $3 million in the Corporate segment, respectively, for the three months ended 

September 30, 2023, and $27 million in the Product and Solutions segment, $12 million in the ADI Global Distribution 

segment and $3 million in the Corporate segment, respectively, for the nine months ended September 30, 2023. No 

restructuring and impairment expenses were recognized for the three and nine months ended October 1, 2022.”

Spruce Point Note: This implies that $2m of ADI charges were in H1. But that’s not possible based on the disclosures above.

https://www.sec.gov/edgar/browse/?CIK=1740332&owner=exclude


Sum-of-The Parts Analysis Suggests 
25% - 50% Downside Risk Potential 
To REZI’s Share Price
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Insider Ownership Trends Are Concerning

In the context of all our documented concerns, we observe that total insider ownership peaked in 2023 and has since been 

declining. If management is to sell investors on its vision that splitting up the Company has value, then we would prefer to see 

their ownership increase with more stock compensation or open market purchases. We are also concerned by the recent practice 

of issuing deferred share units to Board members. In our view, this could signal director dissent, retention or cash flow issues. 

Source: Proxy statements

1)  Seven months after a director’s termination of service on the Board, the non-employee director will be paid the balance in his or her deferred stock account through the 

issuance of common shares.

Beneficial Ownership of Insiders

2020 2021 2022 2023 2024 2025

Shares controlled 402,526 568,723 1,952,316 2,159,305 1,353,668 1,511,241

Right to acquire 

common stock
251,134 386,679 527,727 1,250,842 869,941 739,819

Total Ownership 653,660 955,402 2,480,043 3,410,147 2,223,609 2,251,060

Deferred Share Units (1) -- -- -- -- 180,118 216,591

All Insiders ** ** 1.7% 2.3% 1.5% 1.5%

May signal director 

dissent, retention or 

cash flow issues 

Ownership 

in decline

https://www.sec.gov/edgar/browse/?CIK=1740332&owner=exclude


87

Key Insider Sold At Separation Announcement

We are troubled to see that ADI President Aarnes sold a large block of stock under a 10b5-1 program on the exact day that 

REZI’s separation announcement was made on July 30, 2025. The program was disclosed on December 3, 2024 but had a 

feature which appears to have delayed its implementation until March 4, 2025 through December 31, 2025. 

Source: Form 4, 2024 10-K, Separation Announcement, Spruce Point red emphasis. 

“On December 3, 2024, Robert Aarnes, our President, ADI, adopted a 

Rule 10b5-1 trading agreement, pursuant to which he may sell up to 

47,000 shares of the Company’s common stock. The trading agreements 

is intended to satisfy the affirmative defense of Rule 10b5-1(c) under the 

Exchange Act. The duration of the trading agreement is from March 

4, 2025 to December 31, 2025.”

Shares Sold On The Day of Separation 

Announcement

All 47,000 Shares Were Sold Under The Program

Aarnes Form 4 Stock Sale

https://www.sec.gov/Archives/edgar/data/1740332/000141588925020842/xslF345X05/form4-08012025_080844.xml
https://www.sec.gov/ix?doc=/Archives/edgar/data/0001740332/000174033225000010/rezi-20241231.htm
https://investor.resideo.com/news/news-details/2025/Resideo-Announces-Intention-To-Separate-ADI-Business-Creating-Two-Independent-Public-Companies/default.aspx
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Leverage Is Ballooning As Performance Declines

Spruce Point observes that REZI’s leverage has materially increased while cash flow available for debt reduction has decreased. 

We believe the increased leverage comes at the wrong time as REZI now faces extreme operational challenges to separate the 

Company while dealing with headwinds across its businesses. 

1) Removes recurring restructuring costs and 2018 and 2025 separation costs.

2) See our analysis on the earlier slide

Source: REZI SEC filings and Spruce Point analysis

Evolution of REZI’s Financial Leverage

Spin-off

12/31/18

Today

9/30/25

Change

$ | %

Short and Long-term Debt (inc. leases) $1,355 $3,587
$2,232

+164%

Honeywell Indemnity Obligation $616 --
($616)

-100%

7% Convertible Preferred Stock -- $500
$500

--

Pension, Environmental, Tax Matters $108 $215
$107

99%

Adjusted Debt $2,079 $4,302
$2,223

+107%

Spruce Point Adjusted LTM EBITDA (1) $634 $776
+$142

+22%

Adjusted Debt / EBITDA 3.3x 5.5x +2.2x

Cash and Equivalents $265 $345
$80

+30%

Spruce Point Cash From Operations (2) $485 $303
($182)

-37%

Less: LTM Capital Expenditures ($71) ($101)
$30

+42%

Free Cash Flow For Debt Reduction $414 $202
($212)

-51%

https://www.sec.gov/edgar/browse/?CIK=1740332&owner=exclude
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We See No Justification For REZI’s Multiple 
Expansion

Given all the evidence we’ve presented of REZI’s struggles, we argue that its multiple expansion is unwarranted. We believe 

management should not be given the benefit of the doubt that it can engineer a remarkable improvement by splitting up a complex 

entity that it previously failed to rationalize. 

REZI’s EV / NTM Revenue Multiple

Source: Bloomberg

Median
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Pro Forma Adjusted Capital Structure

We believe the market’s current evaluation of REZI’s capital structure is incorrect as it fails to treat the convertible preferred as in-

the-money equity. 

REZI’s Current Capital Structure And Enterprise Value
US$ in mm, except 

shares and per share figures

(may not sum due to rounding)
Street Adjusted

Spruce Point 

Adjusted

Stock Price $35.27 -- $35.27

Common Stock, 10/24/25 149.7 -- 149.7

Dilutive Options, PSU and RSUs -- 5.0 5.0

Currently Convertible Preferred Stock @ $26.92/share -- 18.6 18.6

Total Diluted Shares 149.7 23.6 173.3

Market Capitalization $5,280 $831 $6,112

Current Leases $55 -- $55

Current Portion of Short-Term Debt $20 -- $20

Total Short-Term Debt $75 -- $75

Long-Term Leases $295 -- $295

4.0% Senior Notes due 2029 $300 -- $300

6.5% Senior Notes due 2032 $600 -- $600

6.35% Term B due 2028-2032 $2,337 -- $2,337

Pension, Tax Matters and Environmental Liabilities(1) -- $215 $215

Total Long-Term Debt $3,532  $195(2) $3,727

Adjusted Total Debt $3,607 $195 $3,802

Plus: 7% Convertible Preferred $500 ($500) --

Less: Cash and Equivalents ($345) -- ($345)

Adjusted Enterprise Value $9,042 $526 $9,569

Source: Company filings and Spruce Point analysis. 

1) Note: 2024 10-K Note 7, Pension Plans discloses $102m of liabilities, 2025 10-Q Note 16 discloses $22m of environmental liabilities and $91m Tax Matters 

Agreement obligations. 

2) Current portion of long-term debt reclassified to short-term debt of $20m.

https://www.sec.gov/edgar/browse/?CIK=1740332&owner=exclude
https://www.sec.gov/ix?doc=/Archives/edgar/data/0001740332/000174033225000010/rezi-20241231.htm
https://www.sec.gov/ix?doc=/Archives/edgar/data/0001740332/000174033225000034/rezi-20250927.htm
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We Believe REZI Trades At An Irrational Premium 
To Peers Given Inferior Growth And Margins

Source: Company filings, Bloomberg and Spruce Point estimates. 

Peer Trading Multiples
US$ in mm, ex: share price

We compare REZI with a group of distribution and home technology product and services companies. 

Stock Adj 2025E 25-26E Ent / Value Total Debt 

Price Ent. EBITDA Gross OCF Capex Revenue Revenue / 2025E

Name (Ticker) 1/26/2026 Value Margin Margin Margin Margin Growth 2026E 2027E EBITDA

Distribution

Wesco International (WCC) $286.79 $20,132 6.6% 21.2% 2.5% 0.4% 6.6% 0.8x 0.8x 4.2x

Rexel (RXP FP) $41.53 $17,492 7.9% 25.0% 3.6% 0.8% 3.0% 0.8x 0.7x 3.5x

Arrow Electronics (ARW) $117.74 $9,130 3.5% 11.2% 0.4% 0.3% 4.2% 0.3x 0.3x 3.0x

ScanSource (SCSC) $41.05 $940 4.3% 13.8% 3.3% 0.3% 2.7% 0.3x 0.3x 1.0x

Median 5.4% 17.5% 2.9% 0.4% 3.6% 0.5x 0.5x 3.2x

Average 5.6% 17.8% 2.4% 0.5% 4.1% 0.5x 0.5x 2.9x

Products and Solutions

Allegion (ALLE) $166.94 $16,397 24.9% 45.3% 17.9% 2.1% 6.3% 3.8x 3.6x 2.2x

ADT Inc. (ADT) $8.07 $14,967 52.2% 81.0% 18.8% 3.3% 3.6% 2.8x 2.7x 2.9x

Generac (GNRC) $167.11 $11,006 17.0% 38.7% 11.4% 3.5% 10.1% 2.3x 2.1x 2.0x

Fortune Brands (FBIN) $56.81 $9,456 20.2% 45.1% 11.9% 2.8% 2.1% 2.0x 2.0x 3.1x

Alarm.com (ALRM) $49.82 $2,969 19.9% 66.4% 18.8% 1.9% 4.1% 2.9x 2.7x 5.4x

Sonos Inc. (SONO) $15.01 $1,636 4.9% 44.3% NA NA 6.7% 1.1x 1.2x 0.4x

Arlo Technologies (ARLO) $13.33 $1,303 13.1% 44.5% 13.3% 2.7% 7.6% 2.3x 2.1x 0.1x

Median 19.9% 45.1% 15.6% 2.8% 6.3% 2.3x 2.1x 2.2x

Average 21.7% 52.2% 15.4% 2.7% 5.8% 2.5x 2.3x 2.3x

Resideo Technologies (REZI) $35.27 $9,042 11.0% 29.2% -10.9% 1.9% 4.0% 1.2x 1.1x 4.4x

  Spruce Point Adjusted $35.27 $9,569 11.0% 29.2% -10.9% 1.9% 3.0% 1.3x 1.2x 4.7x
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How REZI’s Pro Forma Multiple Is Likely To 
Measure Against Peers

To more easily evaluate the newly separated REZI, we show what its gross margins, revenue growth, and revenue multiple look 

like relative to industry peers. We believe margin and revenue growth are two important factors for its multiple. Based on our 

analysis and estimates, while its ADI margins are above average, everything else is below industry average. For this reason, along 

with our forensic analysis detailing multiple reporting concerns, we believe REZI should be valued at a discount to industry peers. 

Distribution Products and Services

Company

‘26E 

Gross 

Margin

‘26E 

Revenue

Growth

EV / ’26E 

Revenues
Company

‘26E 

Gross 

Margin

‘26E 

Revenue 

Growth

EV / ’26E 

Revenue

Arrow 

Electronics
11.2% 4.2% 0.3x Generac 38.7% 10.1% 2.3x

ScanSource 13.8% 2.7% 0.3x Sonos 44.3% 6.7% 1.1x

Wesco 21.2% 6.6% 0.8x

Resideo: 

Products & 

Solutions

42.5% 3.0% ??

Resideo: ADI 22.1% 3.5% ?? Arlo Tech. 44.5% 7.6% 2.3x

Rexel 25.0% 3.0% 0.8x Fortune Brands 45.1% 2.1% 2.0x

Allegion 45.3% 6.3% 3.8x

Alarm.com 66.4% 4.1% 2.9x

ADT 81.0% 3.6% 2.8x

Average 18.7% 4.0% 0.5x 51.0% 5.4% 2.5x

Source: Company filings, Bloomberg Consensus estimates, and Spruce Point analysis. 

https://www.sec.gov/edgar/browse/?CIK=1740332&owner=exclude
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We value REZI as if it were two separate business using the valuation multiple implied by the trading comps on the previous slide. 

We believe that the businesses should trade at a discount to peers given lingering legacy operational and financial reporting 

issues, along with growing complexity from recent M&A. We see 25% - 50% downside risk and expect REZI to underperform the 

technology and home services sectors.  

Note: Diluted share count includes 18.6m shares from convertible preferred stock. 

1) We assume $75-$100m of transaction costs with the spin-off. In 2019, REZI disclose $80m of costs from the spin-off. See note 5 of the 2019 Adj. EBITDA bridge. 

Spruce Point's Valuation Analysis Suggests 
25% - 50% Downside Risk

Factors Favoring Multiple Compression

• Possible disruption of intersegment revenue that P&S gets from 

ADI (last disclosed 2021, ~$373m). These revenues could be on 

off-market terms and being used to improve segment margins.

• REZI suffers from legacy operational complexity dating back to 

its ownership from Honeywell that does not appear to have been 

rectified with continuing restructuring expenses.

• REZI may still be digesting the recent acquisition of Snap One 

and dealing with other organizational changes such as the 

divesture of Grid Services Demand Response business. These 

overhangs may weigh on employee morale and cause turnover.

• Credibility concerns with management which heavily promoted 

the benefits of the combined company and is now selling the 

vision that each business is better managed separately.

• Potentially large continuing ERP costs that have only recently 

surfaced, but have apparently lingered for a long-time.

• Financial restatement risk from difficult to reconcile reporting.

• Declining insider ownership trends.

• Unknown leadership and management structure of the new 

entities.

• Uncertain outcome from Nebraska Attorney General suing 

Resideo for “deceptive and unfair practices” related to security 

products.

$ in mm, ex: per share
Low

Multiple

High 

Multiple

ADI Global
2026E Revenue

   % growth
$4,880

2.0%

$4,951

3.5%

Multiple 0.5x 0.6x

Enterprise Value $2,440 $2,971

P&S
2026E Revenue

   % growth

$2,698

2.0%

$2,746

3.8%

Multiple 1.5x 1.9x

Enterprise Value $4,047 $5,216

Combined
Total Enterprise Value $6,487 $8,187

Less: Adjusted Debt $3,802 $3,802

Plus: Pro Forma Cash(1) ($270) ($245)

Equity Value $2,955 $4,630

Diluted Shares 173.3 173.3

Share Price Target

   % Downside

$17.05

-52%

$26.72

-24%

https://www.sec.gov/Archives/edgar/data/1740332/000119312520050253/d892175dex99.htm
https://nebraskaexaminer.com/briefs/nebraska-sues-resideo-alleging-serious-security-risks-of-chinese-video-cameras/
https://nebraskaexaminer.com/briefs/nebraska-sues-resideo-alleging-serious-security-risks-of-chinese-video-cameras/
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