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immediately creates the market leader
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[f]or 

2017, we will deliver positive sales comp growth and a modest increase on operating margin.

we’re excited about our comp prospects for the next year, very excited 

about it 500 basis points
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up to 2% 35 basis point 

improvement

negative 3%
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negative 4% to 5%

Negative Comp Status

largest gap

double digit basis points

$20 million below AOP

negative 2.7%

seen a dramatic 

improvement in our comps

[w]hatever they said to Wall Street was not real

stands as 

we sit here today [w]e’re not going to change guidance in fiscal year 

’17
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negative 1% to 3% decrease by 200 to 300 basis points

[w]e lacked a coherent strategy

unacceptable segregated and difficult to navigate

duplicative and siloed
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$160 million

 

game changing acquisition

immediately creates the market leader

highly transformative

much 

stronger position in the faster growing and more attractive [do-it-for-me] segment
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but showed steady improvement

We should be in pilot in Q1 of 2016 

with a rollout to follow as we indicated last quarter

we remain on track to begin the integration 

of the Carquest and Advance DC networks by the middle of next year

Wall Street Journal

substantially underperformed peers on almost any measure

decreased
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600 to 750 basis points

substantial dividend and/or 

buyback program

further industry consolidation

highly strategic

in excess of $360 per 

share  

$420 per share
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Now, we think this investment case has much 

more credibility

It has a record of creating real change

there 

will be a greater level of accountability placed on AAP

speed at which 

the targets are achieved thus their goal is to act as a credible threat to stir management 
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change if these fall short

We welcome his 
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insights the Board and I look forward to working closely

and it has now partnered with Starboard Value in an effort 

to turn things around

with so many new directors coming 

aboard, no CEO in place and knowing Starboard’s affinity for putting hardline 

companies together, we certainly wouldn’t rule out an attempt to merge the 
company
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Triangle Business Journal

firmly in the grips of activist hedge fund manager Jeffrey C. Smith
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not ideal Motley Fool
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[f]or 2017, we will deliver positive sales comp growth and a modest 

increase on operating margin. we’re excited about our comp prospects 

for the next year, very excited about it.

[m]id-single digit comparable sales 

growth
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one of the better scenarios 

and a new sense of direction on how this new management team will 

narrow the margin gap with peers should 

help instill some early confidence in this team

meaningful acceleration

should be viewed encouragingly
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disappointing

sideline

0% to 2% 15 to 35 basis points

management reiterated their target 

of 500 bps
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70% probability 
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still formulating 

plans

January 2018
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but the loss of people was worse  

 

3,000 employees
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Negative Comp” 

trending down

downward trend declines across the board

greater amount than any previous quarter in the year

double digit basis points

nobody was ‘winning’”

rampant

negative
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negative

negative 3% 
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pie in the sky

negative 1.5%

positive 3%

across the board in all stores

no, we knew 

they [targets] weren’t

monumental

negative 4% to 5%
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$25-$30 million $20 

million

$20 million below AOP

They declined

a blip, not a trend

was never on track

[w]hatever they said to Wall Street was 

not real
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positive

 2%

200 to 300 basis points

coherent strategy turnover was unacceptable

segregated and difficult to navigate

duplicative and siloed

hurt some of their initial credibility

it’s difficult for investors to see that this is the bottom

stuck in the penalty box
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Our third quarter results reflect progress in driving our top line as the initiatives 

and investments we are making to stabilize and improve our sales performance 
began to take hold

 For 2017, we will deliver positive sales 

comp growth and a modest increase in operating margin

As Tom previously discussed, we’re building a platform to enable 

sustainable growth and operating leverage
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we're excited about our comp prospects for next 

year, very excited about it
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Comparable Store Sales 0% to 2% 

Adjusted Operating Income Rate 15 to 35 basis points improvement 

And we plan to 

accelerate sales growth to above the industry average, and we’re going to close 
the margin gap versus our competition

So we’re really excited about 2017
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We expect to deliver 

comparable store sales in the range of 0% to 2% and an adjusted operating 
margin increase between 15 basis points to 35 basis points for the year

With respect to the guidance, 

I think that it's going to be both of the things that you said. One is, it's going to 

be the top-line growth of the 0% to 2%, and as we build this productivity muscle 

that Tom described, we expect to also see benefits from not only SG&A, but also 
the gross profit line

Case 1:18-cv-00212-MN   Document 46   Filed 01/25/19   Page 53 of 91 PageID #: 755



Well, thanks, Michael. First of all, we really are excited about the 
performance in the fourth quarter on the comp sales

[w]e're very pleased with our improving comp sales performance

This is 

consistent with AAP's previously stated strategic plan to regain share and drive 

sales growth as management reiterated their target of 500 bps of operating 
margin expansion over the next five years
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was never on track
 

monumental  
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Our first quarter comparable store sales declined 2.7%. As expected, comparable 

store sales were unfavorably impacted by the shift in New Year’s Day to the first 

quarter of 2017 as well as the significant shift of winter related demand into 

December. These factors pulled sales forward into the fourth quarter of 2016 and 
reduced comparable store sales in the first quarter

we delivered positive sequential 

improvement in comparable store sales performance of approximately 70 basis 
points versus the third quarter of 2016

In Q1, our comp store sales performance was down 2.7%. This result reflects the 

impact of a series of factors we anticipated in Q1, as well as short-term headwinds 
that were not planned

The sequential improvement we’ve delivered in recent quarters demonstrates 
we’re making real progress

Taking all this into account, we remain confident with the progress we’re 
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making as we execute our plan and expect sales and customer momentum to 
continue with more operating leverage as we enter the back half of 2017

Unfortunately, the middle of the 

quarter was below plan, as was broadly experienced across the industry. We also 
believe the sales softness was short-term in nature given recent trends. 

That stands as we sit here today

 With respect to 2017, well, Q1 had a weak patch in the middle of the quarter 

that impacted the entire industry. We’ve actually seen improved trends over the 

last several weeks, and based on this, we expect a more normalized environment 

for the rest of the year. And our investments in the customer are clearly having 

an impact, and with our productivity initiatives kicking in, in the back half of the 
year, we feel all of this will drive significantly improved results

As Tom stated, we’re not going 

to change guidance in fiscal year ‘17.  We’re comfortable with the outlook for OI 
adjusted that we provided
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Yes

We 

expect to see these improvements in the second half of the year, and it gives us 
confidence in our ability to drive top and bottom line performance

But we’ve seen a dramatic improvement in our comps, obviously, coming off a 
difficult Q1

The short-term impact of what happened in February and March, we 

looked at all the factors you’d expect. We’ve looked at products, geographies, 

channels, customers, weather, tax. Everything we look at says that this was a blip, 
not a trend
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-2.7% to -4.7% 

Negative $430.2 million 
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We lacked the coherent 

strategy. Our frontline turnover was unacceptable. Our technology platforms 

were segregated and difficult to navigate. And our supply chain infrastructure 
was duplicative and siloed

All of this created a suboptimal experience for both customers and team members 

and was the primary reason our top line underperformed versus our competitive 
set by a wide margin for years
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You saw our fiscal 2017 guidance revision in our press release today. Our revised 

full year guidance ranges from down 3% sales comp on the low end to down 1% 
comp on the high end
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it was the guidance that was more problematic, as the sales outlook was 

lowered and earnings improvement weighted to Q4, which wasn’t fully 
appreciated previously

We 

believe that its primarily weaker sales as noted above

Either way, it's easy to question whether 

this turnaround is progressing, and difficult for investors to see that this is the 

bottom, pending margin stabilization in Q4. Until AAP can show that earnings 
can grow, it's likely stuck in the penalty box

credibility damaged

management has disappointed 

investors and hurt some of their initial credibility

smoked like a Virginia ham after the company outlined what 

now looks like a bleak 2017

To say that the trip to 2021 got off 

on the wrong foot would be an understatement as both comps and margins will 
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be down this year

All this points to a turnaround story that 

is actually turning uglier and 2017 earnings of around $5
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-3% 

215-335  

basis point 

reduction

$70 to $115 million 

-$100 million 

Case 1:18-cv-00212-MN   Document 46   Filed 01/25/19   Page 77 of 91 PageID #: 779



BoardEx

Board of Directors   
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Executive Leadership
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Triangle 

Business Journal

1,117,624 shares

$180 million 60%
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Affiliated Ute Citizens of Utah v. United States
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/s/ P. Bradford deLeeuw    

Liaison Counsel for the Class 

pro hac vice to be filed

pro hac vice to be filed
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Counsel for Lead Plaintiff the Public Employees’ 

Retirement System of Mississippi and Proposed 

Lead Counsel for the Class 

pro hac vice to be filed

Additional Counsel for Lead Plaintiff the Public 

Employees’ Retirement System of Mississippi 

Case 1:18-cv-00212-MN   Document 46   Filed 01/25/19   Page 91 of 91 PageID #: 793



EXHIBIT A 
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