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Statement of the Federal Trade Commission
Concerning the Proposed Merger of Office Depot, Inc. and OfficeMax, Inc.
FTC File No. 131-0104
November 1, 2013

The Commission has unanimously decided to close its seven-month investigation of
Office Depot, Inc.’s proposed merger with OfficeMax, Inc., a transaction that aims to combine
the country’s second and third largest chains of office supply superstores (0SS)." Although
sixteen years ago the Commission blocked a proposed merger between Staples, Inc. and Office
Depot, the nation’s two largest OSS, our current investigation has shown that the market for the
sale of consumable office supplies has changed significantly in the intervening years. For the
reasons discussed below, we conclude that Office Depot and OfficeMax should be permitted to
move forward with their proposed transaction. In reaching this conclusion, we assessed the
proposed merger’s competitive effects in two distinct lines of commerce: the sale of office
supplies to retail and contract customers. We discuss each in turn.

l. Retail Channel

In the 1997 Staples case,” the Commission successfully argued that the relevant product
market was the sale of consumable office supplies through OSS and that the proposed merger of
two of the three OSS would lead to competitive harm.? In finding an OSS-only market, the
Staples court relied principally on qualitative and empirical evidence that OSS prices were set
according to the number of competing OSS in a local area. Company documents revealed the
merging parties’ intense competitive focus on other OSS and general lack of concern with non-
OSS rivals. The evidence also showed that the defendants grouped their stores into price zones
specifically based on the number of nearby OSS, resulting in higher prices in local markets with
fewer OSS, even if non-OSS competitors were present.

The current competitive dynamics are very different. The Commission’s investigation
shows that today’s market for the sale of consumable office supplies is broader, due mainly to
two significant developments. One is that customers now look beyond OSS for office supply
products and rely more heavily on non-OSS brick-and-mortar retailers. Mass merchants like
Wal-Mart and Target and club stores like Costco and Sam’s Club have proliferated and expanded
their product offerings and sales of office supplies. The result is that fewer consumers today
shop OSS as a destination. Instead, consumers place a greater premium on convenience,
preferring in many cases to purchase supplies at retailers that also offer other products that office
supply customers purchase.

The other is the explosive growth of online commerce, which has had a major impact on
this market. Online retailers stock a vast array of office supply products and can deliver them
quickly anywhere in the country at nominal cost. Company documents show that OSS are

! The Attorneys General of several states joined in the Commission’s investigation.
2FTC v. Staples, Inc., 970 F. Supp. 1066 (D.D.C. 1997).

% “Consumable office supplies” refers to non-durable products that consumers use up, discard, and purchase on a
recurrent basis. Examples included pens, paper, file folders, Post-it notes, and ink and toner cartridges. 1d. at 1080.



acutely aware of, and feel threatened by, the continued growth of online competitors, most
notably Amazon. OSS have lost, and continue to lose, substantial in-store sales to online
competitors. This increased competition from online retailers has caused OSS to respond with
new pricing practices and other strategies. For example, because online prices are often lower
than in-store prices, and because many customers comparison shop in-store prices against online
prices, OSS are often pressured to match these lower online prices in their stores. And, in-store
and online channel boundaries are blurring as OSS seek to create a seamless customer experience
by offering in-store pickup for online orders and using in-store Internet kiosks to order products
online.

The merging parties’ pricing policies and practices reflect these changes in customer
behavior and now specifically factor in non-OSS competition. Price zones and retail pricing are
no longer dictated by the number of local OSS. In fact, a majority of products sold by the
merging parties are priced nationally, and the products priced locally take into account
competition from non-OSS retailers. OSS closely monitor, and respond competitively to, other
non-OSS retailers. This competitive interaction includes price-checking, price matching, and
advertising and promotion designed specifically to compete effectively with non-OSS retailers.

The econometric analysis reflects the new competitive dynamics in the industry and
shows that the proposed merger is unlikely to result in anticompetitive price effects.
Commission staff replicated the type of econometric work performed in Staples and conducted
an extensive amount of additional econometric analysis, including comparisons of prices in
markets with varying numbers of OSS and “events studies” analyzing the impact of OSS store
closings on the prices charged by remaining OSS in local areas. All of the econometrics, none of
which assumed or depended on any particular definition of a relevant product or geographic
market, indicate that the merger is unlikely to lead to anticompetitive price increases.

Altogether, the overwhelming evidence supports the conclusion that OSS today face
significant competition and demonstrates that the proposed merger is unlikely to substantially
lessen competition in the retail sale of consumable office supplies.

1. Contracting Channel

The Commission also examined the potential for competitive harm in the sale of
consumable office supplies to businesses and other customers on a contract basis, a channel not
at issue in Staples. Many businesses and public entities purchase office supplies under a
contract. Unlike retail purchasers, contract customers typically receive discounted pricing based
on actual or anticipated purchase volume. These contracts allow customers to order office
products at previously negotiated prices. Because there are dozens, if not hundreds, of office
suppliers that compete effectively to serve small and medium-sized businesses, the investigation
focused on contracts for large multi-regional or national customers, which typically have the
most demanding purchasing requirements and, as a result, fewer potential suppliers capable of
meeting their needs.

A substantial body of evidence indicates that the merger is unlikely to substantially lessen
competition or harm large contract customers. First, large customers use a variety of tools to
ensure that they receive competitive pricing such as ordering certain products (like ink and toner)



directly from manufacturers and sourcing (or threatening to source) certain categories of office
supply products from multiple firms. Second, the merging parties’ documents show that they are
rarely each other’s closest competitor for most large customers and that non-OSS competitors
take business from the parties in a substantial number of contracting opportunities. Third, the
parties will continue to face strong competition for such customers from Staples and a host of
non-OSS competitors, such as W.B. Mason Co., Inc. Non-OSS competitors are growing in
number and strength and have demonstrated the ability to win large multi-regional and national
customer contracts. In particular, regional office supply competitors have developed and utilized
various strategies to compete successfully for large national accounts, including working with
office supply wholesalers and joining cooperatives of independent office supply dealers to create
a distribution network capable of meeting the needs of large multi-regional and national
customers. Finally, potential competitors in adjacent product categories, such as janitorial and
industrial products, have existing contractual relationships with large office supply customers
and can leverage those relationships to enter the office supply distribution market.

In light of the foregoing, there was little concern from contract customers about the
proposed merger, and even the largest customers believe the merger would be either pro-
competitive or competitively neutral. We therefore find that the proposed merger is unlikely to
result in competitive harm in the contract channel.*

1. Conclusion

Analyzing the likely competitive effects of a proposed transaction is always a fact-
specific exercise that must take into account the evolving nature of markets. Our decision
highlights that yesterday’s market dynamics may be very different from the market dynamics of
today. In this case, significant developments in the market for consumable office supplies have
led us to approve a merger when we had blocked a similar merger sixteen years ago. In so
finding, we emphasize that our decision, including our view of the competitive interaction
between brick-and-mortar retailers and Internet sellers, is limited to the facts before us in this
particular matter.

* We also assessed the potential for coordinated effects, but found that market conditions, including the number and
diversity of competing firms, the complexity of contract terms, and the lack of transparency into the identity of
bidders and terms of contracts and bids, would render post-merger coordination or market allocation difficult.
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Exhibit 99.1

Staples Media Contact: Kirk Saville
508-253-8530
Staples Investor Contact: Chris Powers
508-253-4632
Office Depot Media Contact: Karen Denning
630-864-6050
Office Depot Investor Contact: Mike Steele

561-438-3657

Staples, Inc. Announces Acquisition of Office Depot, Inc.

Combined Company Better Positioned to Serve the Changing Needs of Customers and Compete Against a Large and Diverse Set
of Competitors

Strategic Combination Expected to Deliver at Least 31 Billion of Annualized Synergies by Third Full Fiscal Year Post-Closing

Cost Savings and Operational Efficiencies to Dramatically Accelerate Staples’ Strategy of Driving Growth in Delivery Businesses
and Categories Beyond Office Supplies

Provides Ability to Optimize Retail Footprint

Generates Significant Value for Shareholders; Accretive to EPS in First Year Post-Closing'

FRAMINGHAM, Mass. and BOCA RATON, Fla., February 4, 2015 — Staples, Inc. (Nasdaq: SPLS) and Office Depot, Inc.
(Nasdaq: ODP) today announced that the companies have entered into a definitive agreement under which Staples will acquire all of
the outstanding shares of Office Depot. Under the terms of the agreement, Office Depot shareholders will receive, for each Office
Depot share, $7.25 in cash and 0.2188 of a share in Staples stock at closing. Based on Staples closing share price on February 2,
2015, the last trading day prior to initial media speculation around a possible transaction, the transaction values Office Depot at $11.00
per share. This represents a premium of 44 percent over the closing price of Office Depot shares as of February 2, 2015, and a
premium of 65 percent over the 90-day average closing price of Office Depot shares as of February 2, 2015. The transaction values
Office Depot at an equity value of $6.3 billion.

I Excluding one-time integration and restructuring costs and purchase accounting adjustments




Staples began discussions to acquire Office Depot in September 2014. The agreement has been unanimously approved by each
company’s Board of Directors. With the acquisition of Office Depot, Staples will have pro forma annual sales of approximately $39
billion.

“This is a transformational acquisition which enables Staples to provide more value to customers, and more effectively compete in a
rapidly evolving competitive environment,” said Ron Sargent, Staples’ chairman and chief executive officer. “We expect to recognize
at least $1 billion of synergies as we aggressively reduce global expenses and optimize our retail footprint. These savings will
dramatically accelerate our strategic reinvention which is focused on driving growth in our delivery businesses and in categories
beyond office supplies.”

“This transaction delivers great value for our shareholders and creates a company ideally positioned to serve our customers and grow
over the long term,” said Roland Smith, chairman and chief executive officer for Office Depot, Inc. “It is also an endorsement of our
many accomplishments and the tremendous success we’ve had integrating Office Depot and OfficeMax over the past year. We look
forward to bringing our experience and knowledge to the new organization.”

Staples expects to generate at least $1 billion of annualized cost synergies by the third full fiscal year post-closing. The majority of
these synergies would be realized through headcount and general and administrative expense reductions, efficiencies in purchasing,
marketing, and supply chain, retail store network optimization, as well as sharing of best practices. Staples estimates one-time costs of
approximately $1 billion to achieve its synergy target.

Following the closing of the transaction, Staples’ newly constituted Board of Directors will increase in size from 11 members to 13
members and include two Office Depot directors approved by Staples. Staples’ corporate headquarters will remain in Framingham,
Mass. and Sargent will continue to serve as Staples’ Chairman and Chief Executive Officer.

In connection with the acquisition, Staples has obtained financing commitments from Barclays and BofA Merrill Lynch for a $3 billion
ABL credit facility, and a $2.75 billion 6-year term loan. The closing of the transaction is not subject to financing conditions. Staples
is committed to maintaining its current quarterly dividend of $0.12 per share and has temporarily suspended its share buyback




program to focus on paying down transaction related debt. Staples is committed to a prudent capital structure that maximizes financial
flexibility and supports a balanced and diverse cash deployment strategy, including the resumption of share buybacks over the longer
term.

The transaction is subject to customary closing conditions, including antitrust regulatory approval and Office Depot shareholder
approval, and is expected to close by the end of calendar year 2015. Staples will remain focused on its strategic reinvention plan, and
Office Depot will remain focused on its integration of OfficeMax during this period.

Barclays is acting as exclusive financial advisor to Staples. Wilmer Cutler Pickering Hale and Dorr LLP and Weil, Gotshal & Manges
LLP are acting as legal advisors to Staples. Peter J. Solomon Company is acting as exclusive financial advisor to Office Depot.
Simpson Thacher & Bartlett LLP is acting as legal advisor to Office Depot.

Conference Call and Webcast Information

The management teams of Staples and Office Depot will hold a joint conference call and simultaneous webcast today, February 4,
2015 at 8:00 a.m. (ET) to discuss the transaction. Participants will include Ron Sargent, Staples’ Chairman and Chief Executive
Officer, Christine Komola, Staples’ EVP and Chief Financial Officer, and Roland Smith, Office Depot’s Chairman and Chief
Executive Officer. To access the conference call, dial 617-399-5130. The passcode is 62894773. To access the webcast, visit the
Investor Relations section of Staples’ website at http://investor.staples.com. A replay of the webcast will be available online at
http://investor.staples.com.

Important Additional Information will be Filed with the SEC

Staples plans to file with the SEC a Registration Statement on Form S-4 in connection with the transaction and Office Depot plans to
file with the SEC and mail to its stockholders a Proxy Statement/Prospectus in connection with the transaction. The Registration
Statement and the Proxy Statement/Prospectus will contain important information about Staples, Office Depot, the transaction and
related matters. Investors and security holders are urged to read the Registration Statement and the Proxy Statement/Prospectus
carefully when they are available.




Investors and security holders will be able to obtain free copies of the Registration Statement and the Proxy Statement/Prospectus and
other documents filed with the SEC by Staples and Office Depot through the website maintained by the SEC at www.sec.gov.

In addition, investors and security holders will be able to obtain free copies of the Registration Statement and the Proxy
Statement/Prospectus from Staples by contacting Staples’ Investor Relations Department at 800-468-7751, or from Office Depot by
contacting Office Depot’s Investor Relations Department at 561-438-7878.

Staples and Office Depot, and their respective directors and executive officers, may be deemed to be participants in the solicitation of
proxies in respect of the transactions contemplated by the Merger Agreement. Information regarding the Staples’ directors and
executive officers is contained in Staples’ proxy statement dated April 11, 2014, which is filed with the SEC. Information regarding
Office Depot’s directors and executive officers is contained in Office Depot’s proxy statement dated March 24, 2014, which is filed
with the SEC. To the extent holdings of securities by such directors or executive officers have changed since the amounts printed in
the 2014 proxy statements, such changes have been or will be reflected on Statements of Change in Ownership on Form 4 filed with
the SEC. More detailed information regarding the identity of potential participants, and their direct or indirect interests, by security
holdings or otherwise, will be set forth in the Proxy Statement/Prospectus to be filed by Office Depot in connection with the
transaction.

Safe Harbor for Forward-Looking Statements

Statements in this press release regarding the proposed transaction between Staples and Office Depot, the expected timetable for
completing the transaction, future financial and operating results, benefits and synergies of the transaction, future opportunities for the
combined company, and any other statements about Staples’ or Office Depot’s managements’ future expectations, beliefs, goals, plans
or prospects constitute forward looking statements within the meaning of the Private Securities Litigation Reform Act of 1995. Any
statements that are not statements of historical fact (including statements containing “believes,” “anticipates,” “plans,” “expects,”
“may,” “will,” “would,” “intends,” “estimates” and similar expressions) should also be considered to be forward looking statements.
There are a number of important factors that could cause actual results or events to differ materially from those indicated by such
forward looking statements, including: the ability to
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consummate the transaction; the risk that Office Depot’s stockholders do not approve the merger; the risk that regulatory approvals
required for the merger are not obtained or are obtained subject to conditions that are not anticipated; the risk that the financing required
to fund the transaction is not obtained; the risk that the other conditions to the closing of the merger are not satisfied; potential adverse
reactions or changes to business or employee relationships, including those resulting from the announcement or completion of the
merger; uncertainties as to the timing of the merger; competitive responses to the proposed merger; response by activist shareholders to
the merger; uncertainty of the expected financial performance of the combined company following completion of the proposed
transaction; the ability to successfully integrate Staples’ and Office Depot’s operations and employees; the ability to realize anticipated
synergies and cost savings; unexpected costs, charges or expenses resulting from the merger; litigation relating to the merger; the
outcome of pending or potential litigation or governmental investigations; the inability to retain key personnel; any changes in general
economic and/or industry specific conditions; and the other factors described in Staples’ Annual Report on Form 10-K for the year
ended February 1, 2014 and Office Depot’s Annual Report on Form 10-K for the year ended December 28, 2013 and their most
recent Quarterly Reports on Form 10-Q each filed with the SEC. Staples and Office Depot disclaim any intention or obligation to
update any forward looking statements as a result of developments occurring after the date of this press release.

About Staples

Staples makes it easy to make more happen with more products and more ways to shop. Through its world-class retail, online and
delivery capabilities, Staples lets customers shop however and whenever they want, whether it’s in-store, online or on mobile devices.
Staples offers more products than ever, such as technology, facilities and breakroom supplies, furniture, safety supplies, medical
supplies, and Copy and Print services. Headquartered outside of Boston, Staples operates throughout North and South America,
Europe, Asia, Australia and New Zealand. More information about Staples (SPLS) is available at www.staples.com.

About Office Depot

Formed by the merger of Office Depot and OfficeMax, Office Depot, Inc. is a leading global provider of products, services, and
solutions for every workplace — whether your workplace is an office, home, school, or car.




Office Depot, Inc. is a resource and a catalyst to help customers work better. We are a single source for everything customers need to
be more productive, including the latest technology, core office supplies, print and document services, business services, facilities
products, furniture, and school essentials.

The company has combined pro forma annual sales of approximately $17 billion, employs more than 58,000 associates, and serves
consumers and businesses in 57 countries with more than 2,000 retail stores, award-winning e-commerce sites and a dedicated
business-to-business sales organization — all delivered through a global network of wholly owned operations, joint ventures,
franchisees, licensees and alliance partners. The company operates under several banner brands including Office Depot, OfficeMax,
OfficeMax Grand & Toy, Reliable and Viking. The company’s portfolio of exclusive product brands include TUL, Foray, DiVOGA,
Ativa, WorkPRO, Realspace and HighMark.

Office Depot, Inc.’s common stock is listed on the NASDAQ Global Select Market under the symbol ODP. Additional press
information can be found at: http:/news.officedepot.com.
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Important Additional Information to be Filed

with the SEC

Staples plans to file with the SEC a Registration Statement on Form S-4 in connection with the transaction and
Office Depot plans to file with the SEC and mail to its stockholders a Proxy Statement/Prospectus in connection
with the transaction. The Registration Statement and the Proxy Statement/Prospectus will contain important
information about Staples, Office Depot, the transaction and related matters. Investors and security holders are
urg&;ld t;:? read the Registration Statement and the Proxy Statement/Prospectus carefully when they are
available.

Investors and security holders will be able to obtain free copies of the Registration Statement and the Proxy
Statement/Prospectus and other documents filed with the SEC by Staples and Office Depot through the web
site maintained by the SEC at www . sec gov.

In addition, investors and security holders will be able to obtain free copies of the Registration Statement and
the Proxy Statement/Prospectus from Staples by contacting Staples’ Investor Relations Department at 800-468-
7791, or from Office Depot by contacting Office Depot's Investor Relations Department at 561-438-7878.

Staples and Office Depot, and their respective directors and executive officers, may be deemed to be
participants in the solicitation of proxies in respect of the fransactions contemplated by the Merger Agreement,
Information regarding the Staples' directors and executive officers is contained in Staples’ proxy statement
dated April 11, 2014, which is filed with the SEC. Information regarding Office Depot’s directors and executive
officers is contained in Office Depot's proxy statement dated March 24, 2014, which is filed with the SEC. To
the extent holdings of securities by such directors or executive officers have changed since the amounts printed
in the 2014 proxy statements, such changes have been or will be reflected on Statements of Change in
Ownership on Form 4 filed with the SEC. More detailed information regarding the identity of potential
participants, and their direct or indirect interests, by security holdings or otherwise, will be set forth in the Proxy
Statement/Prospectus to be filed by Office Depot in connection with the transaction.
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Forward-Looking Statements Safe Harbor

Statements in this presentation regarding the proposed transaction between Staples and Cffice Depot, the
expected timetable for completing the transaction, future financial and operating results, benefits and synergies
of the transaction, future opportunities for the combined company, and any other statements about Staples’ or
Office Depot's managements' future expectations, beliefs, goals, plans or prospects constitute forward looking
statements within the meaning of the Private Securities Litigation Reform Act of 1985, Any statements that are
not staterments of historical fact (including statements containing “believes,” “anticipates,” “plans," “expects,”
“may,” “will," “would,” “intends,” “estimates” and similar expressions) should also be considered to be forward
looking statements. There are a number of important factors that could cause actual results or events to differ
materially from those indicated by such forward looking statements, including: the ability to consummate the
transaction; the risk that Office Depot's stockholders do not approve the merger; the risk that regulatory
approvals required for the merger are not obtained or are obtained subject to conditions that are not anticipated;
the risk that the financing required to fund the transaction is not obtained; the risk that the other conditions to
the closing of the merger are not satisfied; potential adverse reactions or changes to business or employee
relationships, including those resulting frem the announcement or completion of the merger; uncertainties as to
the timing of the merger; competitive responses to the proposed merger; response by activist shareholders to
the merger; uncertainty of the expected financial performance of the combined company following completion of
the proposed transaction; the ability to successfully integrate Staples' and Office Depot's operations and
employees; the ability to realize anticipated synergies and cost savings; unexpected costs, charges or expenses
resulting from the merger; litigation relating to the merger; the outcome of pending or potential litigation or
governmental investigations; the inability to retain key personnel; any changes in general economic and/or
industry specific conditions; and the other factors described in Staples’ Annual Report on Form 10-K for the year
ended February 1, 2014 and Office Depot's Annual Report on Form 10-K for the year ended December 28,
2013 and their most recent Quarterly Reports on Form 10-Q each filed with the SEC. Staples and Office Depot
disclaim any intention or obligation to update any forward looking statements as a result of developments
occurring after the date of this presentation. @

e
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Participants

Ron Sargent
Staples
Chairman & CEO

Christine Komola
Staples
EVP & CFO

Roland Smith
Office Depot
Chairman & CEQ
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Accelerating Staples Strategic Reinvention

and Improving Customer Experience

Over the past two years, Staples’ Board of Directors and management team have reinvented

Staples to better meet the changing needs of customers

Every product your business

#1 Online 1 Commercia World" Turbocharge
B2B player laye print

Reshape and improve our businesses

Optimize our retail Evolve our supply Fix and grow
footprint L LU international

Build enablers of our execution

Building scale and credibility in
new categories

Accelerating growth in delivery
businesses

Enhancing multi-channel Copy
and Print business

Optimizing retail store network

Building a stronger connection
between retail and online

Stabilizing sales and earnings in
Europe

Reducing expenses to fund
investments in growth priorities

=

P
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Background of the Transaction

= Staples’ Board of Directors’ top priority is to create value for shareholders

= |n the summer of 2014 as part of long-range plan, Staples’ Board and management
team analyzed the opportunity to accelerate strategic reinvention through the
acquisition of Office Depot

= Staples and Office Depot began discussions to evaluate a potential combination in
September of 2014

= Both Staples and Office Depot have independently analyzed the regulatory
considerations related to this transaction

= Agreement unanimously approved by Boards of Staples and Office Depot

19



Compelling Strategic and Financial Rationale

= Combined company better positioned to provide more value to customers and compete
against a large and diverse set of competitors

= Strategic combination expected to deliver at least $1 billion of synergies by third full
fiscal year post-closing

= Operational efficiencies and cost savings used to dramatically accelerate Staples’
strategic reinvention

= Provides ability to optimize retail footprint, minimize redundancy, and reduce costs

» Accretive to EPS in first year post-closing after excluding one-time integration and
restructuring costs and purchase accounting adjustments

=

AL TR HARTET
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Transaction Overview

=  $7.25 pershare in cash and 0.2188 of a Staples share for each Office Depot share

= Represents $11.00 per Office Depot share based on Staples closing price as of February 2, 2015,
the last trading day prior to initial media speculation around a possible transaction

= Based on Staples closing price as of February 2, 2015, transaction values Office Depot at an equity
value of $6.3 billion and EV/EBITDA multiple of approximately 8.5x (!, or approximately 3.5x
including minimum estimated run-rate synergies !

= Subject to customary closing conditions, antitrust regulatory approval, and Office Depot shareholder
approval

= Staples is not required to close transaction if antitrust authorities require divestiture of assets that
deliver more than $1.25 billion of Office Depot's 2014 revenues in the United States orifa
requirement of the antitrust authorities has a material adverse effect on Office Depot's operations
outside of the United States

« Staples to pay a $250 million termination fee to Office Depot if agreement is terminated due to
antitrust requirements

= Closing of transaction not subject to financing conditions

* Expected to close by the end of calendar year 2015

1. Reflecis Office Depot's fiscal 2014 guidance provided on 11/4/2014 for adjusied operaling income and dapreciabion and amertization, and approximately
3140 millon of synergies aehieved but not realized by Office Depsl in fizeal 2014 related b iz sequisiton of OfficeMax. Excludes non-recourse debl.
2. Reflecls Staples” guidunce of ol least 31 bilion of gre-lox sun-rate synergies, = 8
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Governance and Leadership

= Following closing of transaction newly constituted Staples Board of directors will
increase from 11 members to 13 members

» Board of directors will include two Office Depot directors approved by Staples

« Ron Sargent will continue to serve as Staples’ Chairman and Chief Executive
Officer following the closing of the transaction

= Staples is planning for its corporate headquarters in Framingham, MA to serve as

the combined company’s headquarters following the closing of the transaction

» Staples plans to evaluate maintaining a presence in Boca Raton, FL
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Creating a $39 Billion Distributor of

Products and Services

Post-acquisition

Office

mmw DEPOT Max me
= Marth America $18.8 = Morth America $127 = Morth America 5315
. ;:::f"”e « International $3.9 « International $3.5 « International $7.4
« Total $22.7 « Total $16.2 « Total $38.9
» Morth America B9 » Morth America 91 = North America 160
Distribution . , .,
Facilities @ [UUEICUC] 47 = International 36 « International 83
« Total 116 « Total 127 » Total 243
= MNorth America 1,721 = Morth America 1,851 = MNorth America 3,572
Store Count 2 JEETTEIPTRNE 303 + |nternational 145 * International 448
= Total 2,024 = Total 1,996 = Total 4,020
1. LTM Revenuve ag of 11742014 and S/27/2014 for Slaples and Office Depod, respaciively, Office Dapot révenue pro farma for menger with OffceMax and excludes
ravanue generated by the fomer Oificelax busingss in Mexice, @
2 As of fiscal year ended 202014 and 12282013 for Staples and Office Depat, respactivaly, Ofice Depol 08la incitdes cross gocks.
3 As of 1/02014 and W27/2014 for Stapies ang Offce Dapol, mspectivaly. s TN
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Providing Significant VValue to Office Depot

Shareholders

= Endorsement of success integrating Office Depot and OfficeMax over the past year

= Tremendous opportunities for growth while creating increased value and convenience
for customers

= Office Depot shareholders have the opportunity to participate in combined company

« Transaction value represents a premium of 44 percent over closing price of Office
Depot shares as of February 2, 2015

« Transaction value represents a premium of 65 percent over 90-day average closing
price of Office Depot shares as of February 2, 2015

« Office Depot shareholders to own approximately 16 percent of combined company

o]

P
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Annualized Synergies Building to at Least

$1 Billion Over Three Year Integration Period

The acquisition presents a unique and exciting opportunity to reduce costs and improve service in
a way that neither company could achieve on its own

* Headcount and G&A Expense = Headcount and G&A Expense = Headcount and G&A Expense

Reductions Reductions Reductions
Key Synergy = Procurement * Procurement = Supply Chain
Opportunities = Advertising and Marketing = Advertising and Marketing = Retail Network Optimization
* Retail Metwork Optimization = Retail Metwork Optimization
= Supply Chain

Cumulative
Annualized Building to at least $1 billion by 3™ fiscal year post-closing
Synergies

Cumulative
Costs to One-time costs of approximately $1 billion to achieve synergies
Achieve

Synergies

Expanded product and service offering drives revenue synergies

Year 1 Year 2 Year 3 @
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Transaction Funding Sources & Uses

Sources of Funds ($B)

Excess Cash $0.5 » Obtained §3 billion ABL credit facility,
Rolled Debt & Capital Leases $0.5 plan for $1.5 billion drawn at closing
Mew Debt $4.3
. . » Obtained $2.75 billion 6-year Term
Staples Equity Issued to Office Depot 521 L
oan
Total Sources §7.3
« Utilized $2.1 billion of Staples’ equity

. ) « Utilized $0.5 billion of cash from

Purchase Office Depot Equity $6.3
balance sheet
Rolled Debt & Capital Leases 305
Refinance Offics Depot Debt 503 + Rolled over $0.5 billion of Office
Transaction Fees, Expenses and :
Breakage Costs 50.4 Depot debt and capital leases
Total $7.3
MNaote: Figures may nof sum fo todal due lorounding. @
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Commitment to Return Excess Cash to

Shareholders

= Committed to maintaining current quarterly dividend of $0.12 per share

= Temporarily suspending share repurchase program to focus on paying down

transaction related debt

= Committed to prudent capital structure that maximizes financial flexibility and
supports a balanced and diverse cash deployment strategy, including the

resumption of share buybacks over the longer term

14
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Key Takeaways

= Creates significant value for Staples and Office Depot shareholders

» Enables Staples to provide more value to customers and compete against a large
and diverse set of competitors

» Accelerates Staples’ strategy of driving growth in delivery businesses and
categories beyond office supplies

* Provides ability to optimize retail footprint and reduce costs
= Delivers at least $1 billion of expected synergies over three year integration period

» Generates EPS accretion in first year post-closing excluding one-time integration
and restructuring costs and purchase accounting adjustments

sees]

e £
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EDITED TRANSCRIPT

SPLS - Staples Inc Announces Acquisition of Office Depot Inc M&A

Call
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OVERVIEW:

SPLS announced that It has entered Intc
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CORPORATE PARTICIPANTS

Chiris Powers Staples inc - VP of i

Ronald - Ron Sargent Staples fc - Chairman amd CEO
Roland Smith Office Depot, inc. - Chaiman and CEO
Christing Komola Stiples fnc - CFO

COMFERENCE CALL PARTICIPANTS
Aram Rubinson Wolfe Research - Anafyst

Sath Sigman Credit Suisse - Anaiyst

Dran Bindkar Jefferies & Co. - Aralyst

Michael Lasser U85 - Anatyst

Oliver Wintermantel Fvercore !5 - Analyst
Alan Rifkin Sarclays Capital - Analyst
Christopher Horvers [Piorgan - Analpst

Brad Thomas Keyfanc Capital Markets - Analyst
Dravid Strasser farney Montgomery Scolt - Analyst
Matthew Fassler Gofdiman Sachs - Anafyst
Simeon Gutman Morgan Staniey - Anafyst

PRESEHNTATION

Opearator
Good day, ladies and gentlemen, and welcome to the Staples Inc. announces acquisition of Office Depot Inc. conference call. My name is Dave,
and | will be your operator for teday,

{Operator Instructions)
fis areminder, this call iz being recorded for replay purposes,

Tweouled mowy like to tum the call over to Mr, Chiis Powers, Yice President of Inve stor Relations, Please proces, sir,

Chris Powars - Staples inc- VPl iR

Thanks, Dave, Good moming, everyone, and thanks for joining us to discuss Staples acquisition of Office Depot.

Drusrineg teclay's call cetain information wie will discuss reganding the acquisition constitutes forward-leoking statements for the purposes of the
Safe Harbor provisions of the Private Securities Litigation Reform Actof 1995, Actual results may differ materially from those indicated by such

forward-looking statements as a result of various factors, including those discussed or referenced in Staples most recent Form 10-0 and other
documaents on file with the SEC,

THOMSON REUTERS
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O the call with us this morming are Fon Sargent, Chairman and Chief BExecutive Officer of Staples, Chiistine Komela, Chief Financial Officer of
Staples, and from Boca Raton, Roland Smith, Chaimmean and Chief Executive Officer of Office Depot.

With that, 1 turm the call aver to Bon

Ronald - Ron Sargent - Staples ine - Chawman and CFO
Well, thank you, Chiis, and good moming, everybody. Thanks for joining us on short notice.

This moming | am very excited to announce Staples acquisition of Office Depot. Thistransaction will bring together two strong and complementary
companies, and create tremendous value for Staples, as well as Office Depot shareholders.

First, let me give you some context. Customer needs and expectations are changing rapidly. Paper-based office supplies are being replaced by
technology. Customer demand continues to shift online. We are going up against a wider set of retail and online competition, and customers of
all sizees ane |ooking for increased value, sharpser picing, and improved service across all categories

To respond to these trends in the market place, two years ago Staples Board of Directors and management team launched a strategic reinvention
an to Better meet the changing needs of customers, and position the Company te generate leng-tesm sharehaolkder value, Our reinvention is
working, We are building scale, credibality in new categories, and today naarly hall of Staples sales are n categonias beyond office supplies, We're
accelerating growth in Staplescom, and in North American contract.

We have enhanced our copy and printoffering. We are ahead of schedule.optimizing ouwr retail store network, We are building a stronger connection
between our online and retail businesses.

We've stabilized Europe, We are right on ack with our global cost reduction plan, and wee using these sadings to fund investments in our key
growth initiatives.

The success we've had and the investments we've made to repesition our Company have put ws in a position to create tremendous value for
shareholkders with the acquisition of Office Depot. This acquisition will dramatically accelerate our strategic rinvention,

Leet e givee you a linthe backgreund ontoday’s announcements, The top prionity of our Boad is 1o create value for shareholders. As part of our
lomg-range plan, last summer cur management team and our Board analyzed the opportunity to accelerate our strategic reinvention thiough the
acquisition of Office Depot. Staples and Office Depot began discussions toevaluate a potential combination in September 2014, Both Staplesand
Office Depot haveindependently analyzed the regulatony considerations related to this transaction, and the Boards of both companies imanimously
supproit the acquisition.

The stratexgic and financial benelits of Staples acquasition of Cifice Depot ane compelling. The combined Company is better positioned to provide
walue to customers, and cormpete against a large and diverse set of competitors. We expect to deliver at least 51 billion of annualized synergies by
the third fiscal year post-closing. The operational efficiencies and cost savings will be used to dramatically accelerate Staples strategic reinvention.

Thecombined Company will be better equipped to optimize our retall fFootprint, minimze redundancy, and reduce costs, And in the first year post
closing, we expect the acquisition to be accretive to EPS after excluding one-time integration and restrscturing costs and purchase accounting
adjustments.

Mow Fwould like to take a minute to give you a quick overview of the terms of the acquisition, Foreach share of Office Depot stock, sharehokders
will receive $7.25 incash, and 0.2188 of a share in Staphes stock at closing, Based on Staples closing share price on February 2, the last trading day
jprior Bo indtial media speculation about a possible transaction, the transaction values Office Depot at 51 1 per share, or anequity value of 63 billion.

THOMSON REUTERS
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Based on the full-year 2004 guidance that Office Depot gave us --gave onits O3 eamings call and Staples chosing share price on February 2, the
transaction values the Company at approximately 8.5 times 2014 EBITDA, or approximately 3.5 times 2004 EBITDA, after including a minimum of
51 BillRom of synergies that we plan to achieve, The acquisitien is subject te custemany chesing conditions, anti-trust regulatory approval, ard Office
Depat shareholder approval,

Th mesrged agreemnent containg a provision whereby Staphes s not regueined to close the transaction if antitrust authorities requine divestitune of
assets that deliver more than $1.25 billion of Office Depot's 2014 revenues in the United States, ddditionally, Stapkes isnot required 1o close the
transaction if a requirements of the antitnest authorities has a matenial adverss effect on Office Depot operations outside the United States.

Staples is required to pay a $250million termination fee to Office Depot, if the merger agreement is terminated due to antitnast requirements. Both
companies have agreed to vigorously contest any potential challenges to thetransaction by antitrust authosities. The closing of the transaction is
ot suibject to financing conditions, and we expect to closeon the deal by the end of calendar year 2015,

Tuming to govermnance and keadership, following the close of the transaction, Staples’ newly constituted Board of Directors will increass in size
from 11 to 13 members, and include two Office Depot directors approved by Staples, We are planning for Staples corporate headquarters in
Framingham, Massachusstts to serve as the com bined company’s headguarters following the chose of the transaction, We alse plan to evaluate
maintaining a presence in Boca Raton, Florida,

Staphes acquisition of Office Depot will create a $3% billion distributor of products of serdces for businesses of all sizes, as well as for consunmers.
The combined company currently operates 243 distribution facilities, and 4,020 stores worldwide.

Before luurm thecall over to Boland, would liketo congratulatehim for a job well dome onthe integration of Office Depot and Cificedax. Lcontinue
1o be imprassad by the Office Depot kkadership team, and the aarly work that they have done to develop a unique salling proposition.

They are a strong and highly motivated organization, and we look forward to working together as wie build and execute on our integration plans.
Office Depot will make Staples bigger. and more imponantly, we also believe that Office Depat will make Staples better.

And with that, 11 turm it over to Roland,

Roland Smith - &ffice Depot, Ine. - Chadrmar and CEO
Thank you, Ben, and good moming, everyone.

Tweould like to stat by congratulating Ron and his management team, the Stapbes Board of Directars, and thank them for their collaboration and
commitment to getting us here today. This transaction is an endorsement of our many accomplishmeants and the outstanding success we have
had integrating Office De pot and Officefao: over the past year,

It's a testament to the hard work and dedication of Office Depot associates. The combination is highly compelling, as it creates tremendous
opportunities for growth while creating increased value and convenience forowr customers, km portantly, this merger delivers valueto Office Depat
sharehobders, and provides them the oppertunity 1o participate in the future success of the com bined company.

Basedon the temmsof the agresment, the transaction value represent s a 65% premium over the 90-day asvesageclosing price of Office Depot shares.
Ofifice Dexpot shareholders will ownapproximately 16% of Staples when the deal closes,

Given the excellent progress we've made on our integration and the relationships Pee built with our associates around thewerld, it will ot beeasy
1o ceddecontrol of a great company like Chfice Depot, Theat said, | believethe value that this transaction will create for our shareholders and cstomers
is the best path forward for Office Depot, and we look forward to bringing all of our expetience and knowledge to the new organization. As we
wark through the requlatory approval process, Bon and his tear will continue to focus on Staples strategic reinvention plan, and my tean and |
will continue to focws on our critical pricrities including the integration of Ofice Depot and Officediax.
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Thank you, And | will now turm the call back over to Ron,

Ronald - Ron Sargent - Staples ine - Chairman and CEO
Thanks, Roland.

It's been a pleasure working with you and your team over the last several months. Christine will o discuss syneergies and thefinancial implications
of the deal. Christine?

Christine Komola - Staples inc - CFO
Thanks, Ron. Good meming, everyone,

As Ron mentioned at the beginning of the call, Staples acquisition of Office Depot will genermte at keast 51 bilion of synergies, Our organizations
anehig hly comphementary, and we have a great opporunity to realze sgnificant swings whileimsesting inour key growth prorities to dramatically
accelerate our reinvention. The acquisition presents a unique and exciting opportunity to reduce costs and improve service i a way that neither
company could have achieved onits own,

W expect synesgies from headcount and other G&4 expense reductions, as well as network - retail network optimization 1o ramp steadily
throughout the thres-year integration period. Savings from advertising and marketing, a5 well 2z better buying will be more front-end boaded,
whille symergies related to our more cofmplex integration work in areas like supply <hain will be realized in the second and thind years of integration.
W also expect to achieve revenue synergies from our expanded product and service offerings throughout the integration. To achieve our synergy
target, we estimate that we will incur about 31 billion of one-time costs.

Tuming to sources and uses of funding, we plan to utilize acombined $7.3 billion of debt financing, equity and cash to acquire Office Depot. This
includes $1.5 billion drawn on a new 53 billien asset-based revolver at chosing, as well as a new 5275 billion six-year term kan, We plan to utilize
S2.0 Billion of Staphes equity, based on Staples closing stock price on February 2,

We will also utilize about $500 million of cash on cur balance sheet, and have approximately 5450 million of rolled debt and capital leases, These
funls will be used to purchase Cffice Depot equity for approxdmately $6.3 billion based on Staphes closing stock price on February 2, We plan to
rafinance about § 250 million of Office Depot debt, and estimate transaction fiees, expenses, and breakage costs of approxmately $400 million,

Turmnineg te cash deploy ment, we remaincommitted to maintaining our curment guanerdy dividencd of 50,12 per share., We'ne tempoally suspending
our share repurchase program o focus on paying down transactionrelated debt, Over the long-tesm, Staples remains committed to a prudent
capital structure that maximizes our financial flexibility, and supports a balanced and a diverse cash deploy ment strateqgy. We do expect to resume
or share buybacks over the lenger-term.

Twoubd oy like to tum it back over to Bon for closing remarks.

Ronald - Ron Sargent - Staples tne - Chaiman and CEO
Thanks, Christine.
Twwo yesars aco, our Board and our management tean launched this steategic reinvention plan to take our Company in mew directions. | think we've

made great progress onmany fronts. | believe cur acquisition of Office Depot will dramatically accelerate our progress, as we pursue our vision to
become the product destination for business.
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S inchosdng, bet me recap the key takeaways from today's announcement, First, this transaction creates significant value for Staples and Office
Depot shareholders. Second, it enhances our ability to provide value to customers and compete against a large and diverss set of competitors.
Thirel, it acceberates aur relmvention plans e drive growth in our deliverny businesses amd in categories Beyond office supplies.

Founth, the acquisition gives us the ability to optimize.our retail footprints. Fifth, we plan to deliver at least $1 billion of annualized synemies over
the thiee-year integration plan, fnd finally, the acquisition is accretive to EPS in year o post closng.

Il o burm it back over to our conference call moderator ForO8_

QUESTIONS AND ANSWERS

Operator
{Operator Instructions)

fram Rubinson, Wolfe Research,

Ronald - Ron Sargent - Stapleslne - Chaivman and CFO
Good morming. Aram.

Aram Rubinson - Volfe Research - Analyst
Hey guys, geod moming, and congratulations on a deal we've been waiting - | dont know - 15 years for, so good heck with it

Ronald - Ron Sargent - Staples ine - Chairman and CEQ
Thank you,

Aram Rubinson - Walfe Recearch - Analyst

Chaastion, on two things, One is, can you help us underdand a tthe bit about the guitsof the business? You are underwriting the sk of the OOP
and O X integration that is still underway. Can you talk to us about what is still left to be done there, to tie the systerns and distribution network
together, A then, what layesing your network on tapof theirs might keok Bike, and how you expect to tackle that?

Ronald - Ron Sargent - Stapfes inc - Chaivman amd CFO

Yes, think, Aran, it is way too early to talk about specific integration plans. We still have got a lot to do. | can tell youthat here at Staples, we did
a et of due dliliggence alut what Roland and bistean have accomplished already, amd plan to accomplish in the cormbng years with the integration
of Office Depot and Officela. We were very comfonable that they were well on theirway to doing just a terrific integration job. Rroland, anything
yoru weoulkd like o add?

Roland Smith - Tifice Depot, Inc. - Chadgmanr and CEQ
o, Lot thirk 5o, | think that covers it Rom,
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Aram Rubinson - Walfe Research - Analyst

Tharks, Ancl Uhen the followe-ug, Ifwe can just talk e bit about the potential regulatory hurdle, Onthe B2 B side, just want to get alittkecomment
about your confidence onthere? And then also the $1.25 billion | think you cited as a kind of hurdle. | think that's about 10% of Office Depot Marth
Anverica sales, if | am not mistaken, | am just wondering, why that threshold, why that level, and what we might expect going forward there?

Ronald - Ron Sargent - Staples inc - Chaivman ard CEQ

el first of allon the FTC, ket mee say that botlh Stapes and Office Depot have really canefully considered theantitnust risk associated with the deal,
inconcert with our respective kegal advisors. It's reallly not our place, nor could we even possibly handicap what the FTC might say. But we do agree
with the public statement fallowing the closure of the Depot and Max investigation in 2013, And | think that their comments were, the market for
the sale of consumable office supplies has changed significantly since 1997, But at this point, really this is not something that we can comment
on, because frankly we know very little of. In terms of the § 1.25 billion of Office Depot 2014 revenues. Ithink you're right, | think that is about 10%
of Office: Depot's LS sales. And that was basically a negotiated amount that we went back and forth a little bit on, but we feel it provides protection
1o our shareholders, and also provides protection to Office Depot sharehokders,

Aram Rubinson - Wolfe Research - Analyst
Best of luck withit, Thank you,

Renald - Ron Sargent - Stapdes tne - Chaivman arnd CFO
Thanks, Aram.

Operator
Seth Sigman, Credit Suisse,

Sath Sigman - Credit Sufsse - Anafyst
Okay, great. Thanks very much, And | would liketo -

Ronald - Ron Sargent - Staples inc - Chaivman and CEQ
Goodd maorning, Seth,

Seth Sigman - Credit Suisse - Analyst
Ackd vy congratulations as well,

Renald - Ron Sargent - Stapdes ine - Chaivman ard CFO
Thank you,
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Sath Sigman - Credlit Suisse - Anafyst

First, ask a quedion on the neal estate front, Both companies have had some plans to close stores or have Been closdng domes, Does that process
pause for some period of time, as the Company eevaluates some of the opportunities for the combined entity? Like how are you thinking about
that at this point?

Ronald - Ron Sargent - Staples inc - Chaivman and CEO

Well, | think obviously where we are s Ofice Depot will run as acompletely separate independent company, and $taples will do the same. | cant
speak for Office Depot, but Lcan tell you that our prioities don't change a bit. We've got alot to do, because even thowgh synergies are-great in
this transaction, ultimately synengies runout, Weve got to position thecompany for growth, and that™s what we will be working very hard on over
the next year and beyond, In terms of our store chosure plans, they will not change as a result of this transaction. And Roland, maybe if you could
comment onOffice Depat?

Roland Smith - Office Depot, Inc. - Chadrmar and CEO

Yes, thanks, fron. | would totally agree. During the process, while the FTC does the review, we will manage our company exactly as we've been
managing it. We will focus on our critical pricrities. We have 13 new ones that we have already beganto workon for 2015, whichincludes integration
synerghesand officiencies thal we continue to defiver Lo the bottem line, and we would expect to deliver to the bottom lire this year, Specifically
10 your quastion, we have 135 stores that we havecontemplated closing in 2005, and we will continues our plans to close those stores in due course.

Sath Sigman - Crealit Suisse - Analyst

Okary, thanks for that, That is very helpful, On a sepamte topic, on Ewrope, what are the plans to integrate those businesses, and do you anticipate
any potential regulatory ssees there? How are you thinking about that?

Ronald - Ron Sargent - Staples lne - Chaivenan ard CFO

Wl 1 ek wae will gro thiroughs the same process in Europe, that we woukd in Noh Ameica We think there is a great synergy there, Ldon't think
we're counting on the bulk of the synergies coming from Eurcpe, but we think they will be significant, and we will be going through the same
process with EU regulatory authorities like we are in the Morth America. So again, it's probably not appropriate to comment at this point, but we
cho think there is some great opportunities to ombine the businesses in Europe as well,

Sath Sigman - Credlit Suisse - Anafysi
Okay, thanks.a lot guys, and best of luck

Ronald - Ron Sargent - Staplesine - Chawrman and CFO
Thank you, Seth.

Operator
Dan Binder, lefferies,
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Dan Bindar - feffenies & Co. - Analyst

Hi, geesd mormang, and congrats,

Ronald - Ron Sargent - Stapes ine - Chairrnan and CEQ
Hi. Dan.

Dan Bindar - Joffenes & Co. - Anafyst

Just a fesw questions, and if you could clarify a couple of things. The — at keast %1 billion in synergies does not include the roughly 440 million |
think that Office Depot and OfficeMan have yet to achieve, comect?

Chrristine Komola - Staples inc - CFOD
Conrect, Yes, that would be — we will have the 51 billion on topof that,

Dan Binder - Jefieries & Co. - Analyst

S okay, s again a lot closer te $1.5 billion or there about, Ckay, The secand question was on the integration, | think one of the - a kot of folks
speculating about a possible combination, One of the positive pointsindeing something now whhile Office Depot is in the middleof their integration
was ko be able to better strateqize the reduction of stores, the rationalization of supply chain. | know you just said that both com panies would
contine to go on as i this deal was rot happening essentially, But Dwas just curious why wouldmt you want just put things on pause, and all the
benefits of being able to have that bigger view, not encughto wait a bit?

Ronald - Ron Sargent - Staplesine - Chawman and CFO

s, we certainly don know the timing of the FIC's decision on this merger today. And | think frankly, Roland and his team have a lot to do on
ther integration plan. We havea kot to de onour reirvention plam, |den think that maving forwand shows us down o speed us up after the en.

We think it certainly better positions bath companies to serve the changing needs of business customers. | think as you ook at the increasing
bt of com petitersout there, we think it better positions us there, Wewill be abde to imvestingricing, serice, product assortment, ecommarce
capability, because these companies as | said earlier are very complementary companies. And we think there's a kot of cpportunity incombining
the o,

Eant | think you're right abouwt, in terms of

Dran Bindar - fefieries & Co. - Analyst

Cheay. And theen the transfier mtes on the store closures. | think you had - both companies had been able to get the sales trander rates up. Do you
think that wioukd stll remain around 300 in pour assumplions?

Ronald - Ron Sargent - Staplesine - Chairman and CEQ

N ikink - obwiousdy when wechose 3 store, we get to amund -« we [pick] up 30% of those sdore abes, Dlwiousdy, when Office Depot closes a store,
it's miuch kess, But Lean tell you that when you look at the bwo companies, thee's a — alot of thess stores are within 5 miles, | think it's about half
of cur combined metwork are within 5 miles of each ather | believe is the number.
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Christine Komaola - Staples inc - CFO

Bt Dan, Devoubd alseo acd that the retall companent is not the bigagest diiver of these synergies, So 1 think 1o Bon's point and to Roland's, continuing
o execute against our plan. and continuing our store closures is critical to the overall synergies. But our 1 billion is not contingent on just the
retail footprint,

Dan Bindar - feffenes & Co. - Analyst

That wars actually my — iMultiphe Speakers),

Christine Komola - Staples inc - CFO

-« asanaller paet, Yes, it is actually a smaller past,

Dran Bindar - Lfferies & Co. - Analyst

Okay. Actually, that was my next question. | was wondering if you can give us any additional color on the breakdown of the synergies, either by
major categonies or channel?

Chiristine Komola - Staples inc - CFO

Sure. 50 we haven't —Lam not ready to give cut channed level views of it. But really, asthe major categories.are GEA ty pe of expenses, G&A related
costs, Buying efficiencies isinportant component af it, marketing, operational savings, those arethings we expect 1o ged early on in the integration
plan. And then, when you keok at some of the lenger-terms, it is the supply chain network plan, and itis actually around a kot of thework that you
would do in Eurcpe. 5o that, we expect it to be phased over the three years, with those as the major buckets.

Cran Binder - Jefferies & Co. - Anafyst
Tharks,

Christine Komola - Staples inc - CFD
Thank you.

Oparator
Michael Lasser, UBS.

Ronald - Ron Sargent - Staples lne - Chawman and CFO
Good morning, Michasl,
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Michael Lassar - U85~ Anafyst

Geetd mormineg, Pom, Good morming, everybody, Thanks a kot for taking my questions and congratulations, Two things, first Bon, when you think
aboa the synergies, how do you view the need to einvest aportionof those savings back i, improving the experience for yourcustomers, lowering
prices? That's been a big part of your transformation plam up until now, So Twould suspect that these is going to be a portion of that as you move
ferward.

Ronald - Ron Sargent - Staples lne - Chaivenan and CFO

es, Michael. | think thisis a historic opportunity todo the eset on a lot of the areas of the business. | said earlier, | mean, symergies runout. But T
think it is.going to givie us this one time oppetunity toe accekerate all the things we're deing, and we've beem investing in lowering prices over the
last two yoars. | think we still have a ways togo, to become even more competitive, paticularly among some of the online competitors.

Ohowicusly, the synergies will be - continue to - we will use some of those for building our capabilities beyond office supplies, because we think
that's eur future, | think this year, think 46% of our sabes — our 2014 was - 46% wene beyond affice supplies, This year, | think we ane budgeting
like 45% of our sales will be beyond office supplies. Obwicusly, next year, we will be pushing to -- over 50% of our sales are not office supplies
anymone,

So reinventing a company in this industry is really, really hard. But | think we will have some negative synergies. And whether that's in pricing, or
talent, or expanding into new categonies, o investing in marketing to build awareness that Staples is more than office supplies, | think this is a
wanderful apportumty o resel, and position uswith a much stronger Foundation far kengtem sakes and eamings growth.

Michasal Lasser - U85 - Anaiyst

That's hedplul. ¥y second question iz, when you look at competitive bidding situations within your contract business particulaly on the Lige
enterprise side, what percentage of the time ane the Staples and Office Depot the conly bidders for the business? And maybe you could just give
usa ballpark estimate?

Ronald - Ron Sargent - Staples ine - Chainman and CEQ

e, |- frankly, | have no idea, | have o way of even knowing that information, because our ange custonmens dont share that, But | think when you
look at theworld, and theway theworld has changed. | mean, there are mally strong regional players who bid oncontracts all the time, and have
been very, very successful, | think Amazon just launched a business-to-business office products initiative. So | am sure they e in there, knocking
o thedoor, And cerainly, Office Depot and even local players win a kot of contiacts

Michael Lassar - U85 - Anafpst
Chay, 5o maybe another way to say it is, do you have a sense of what your market shase is within the Fortune 500 per se?

Ronald - Ron Sargent - Stapdes ine - Chairman and CEO

I, Lam not sure | have done that calculation. | am just not sure, | don't know.

Michael Lasser - VS - Anafpst
Okay. Well, congrats again, and thank you so much,
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Ronald - Ron Sargent - Staples inc - Chaivman ard CEQ
Thank you, Michael,

Operator
Hiver Wintermantel, Evercore 151,

Renald - Ron Sargent - Stapdes ine - Chairman amd CEO
Hey, Oliver.

Oliver Wintermantel - fvercore 15 - Analyst

Hey, good moming, guys. Congratulations also from our side, | had aquestion on the one-time costs, So can you maybe tell us what's included in
e et coits, and how much of the one-tine costs ane cash versus non<ash?

Christine Komola - Staples inc - CFO

Sure, 50 the one-time costs ane primarily bamking-refatecd commitments up front related to the ABL, and the term kans that we will be doing, as
well asobwviously the bankers and the legal fees. Most of these probably arecash, At this point, we haven't gone through all of the month by month
cash flow projections. but that's the high level view of it.

Oliver Wintermantel - fvercore 5 - Anafyst

e, thanks, And then oy follow - upis from thee different banmers that you un, how do youexpect te managethese like on a store level, and then
also on -- at the commecia sida?

Ronald - Ron Sargent - Staplesine - Chairman and CEQ

Ithink it's a litthe eady to talk about cur keng-term brand strateqy, because we havent put any integration plan together along those lines. But |
think cver time, and | cant commit toa particular day, but we do expect to conselidate the Office Depat and Officedax brand namaos, and get to
one global brand of Raples.

Olivar Wintermantal - Fuercare 151 - Analyst
Yes. Thanks very much.

Ronald - Ron Sargent - Staples lne - Chawman and CFO
Thank you, Cliver.,

Operator
Alan Fifkin, Barclays.

THOMSON REUTERS
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Ronald - Ron Sargent - Staples inc - Chairman and CEQ
Goxxd morning, Alan,

Alan Rifkin - Barclays Capital - Analyst
Cood moming. How are you, Hon?

Ronald - Ron Sargent - Stapdes ine - Chairman amd CEO
Good.

Alan Rifkin - Barclays Capital - Analyst
In an effort bo measure your success pior to year three, are you at liberty to tell uswhat synergy goals are for year one and year bwo?

Ronald - Ron Sargant - Stapdes inc - Chairman and CEG
Christine?

Christine Komaola - Staples inc - CFO

At thiz point, we haven - | am not ready to go through year by year, But | think you know the kind of major buckets a3 1 sk would be, staating
with the GEA piece, starting with costs like marketing and operational costs, and buying efficiencies. That's where we will start, and then we will
then build from there.

Alan Rifkin - Barclays Capital - Analyst

Cheay. And with the Cffice Depot and Officetian tearm having sich great success in the early days of their merger, how much involsement will that
team have in the ultimate merger of all three companies?

Christing Komola - Staples inc - CFOD

They really have had a great success, %o L would expect they would be very, vary involved, and their recent experence has been - their ability to
execute as quickly as they have been, as Ron said, has definitely besen a leamning for us, and ancdouws kind of just to get into that.

Alan Rifkin - Barclays Capital - Analyst

Oary, Aned one last guestion T 1 may, What is the overdap on the B2B side between the account bases of the two companies? (Mulliple Speakers),
-- syneargies would be realizad vary quickly?

Ronald - Ron Sargent - Staples ine - Chairman and CEQ

1 am nat sune | understand the question. But olwicusly, we den't know what our overlap is, because Office Depot doesn't know anything about
Staples current customer, nor the other way arcund. | am not sure | can answer that.
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Alan Rifkin - Barclays Capital - Analyst
Cheay, Thank you very much, Lappreciate it,

Ronald - Ron Sargent - Stapes ine - Chafrman and CEO
All right. Thanks, Alan.

Operator
Charis Horvers, IPMorgan.

Ronald - Ron Sargent - Staples ine - Chawman and CFD
Good moming, Chris.

Christopher Horvers - 1PMorgan - Anafyst
Good moming. Congratulations, everybody.

Ronald - Ron Sargent - Staples inc - Chaiman and CEQ
Thark you,

Christophar Horvers - APMorgan - Anafyst

Yes. 5o | think we have a senseof what Morth America might look like in thres to five years time, But | think everyone’s sense on Eunpe and the
intermnational Faotprint is much more nebulous, 5o do you - can you talk about how complementary the businessesane intermationally retail versus
the B2E sicke? Aind does this give you anopportunily o further rationalize the dore base intemationally?

Ronald - Ron Sargent - Stapdes ine - Chaimman and CEO

s, | think so. But and again, we haven't spent any time at all on integration plans, But | know that we have been doing a pretty significant
restructurning plan in Europe, &nd | Boland has talked to me about the fact that they are doing same in Europe, But olwiously, we compete across
the continent, and we are probably in 15 or 16 countries, and | think probably Office Depot is in a few more. But we compete in many different
chanrels, in the contiact arena, the online dot com business, as well as retail,

In texms of overlap on retail stores, 1can't think of any country where we overlap on retail stores. and | think there is probably several countries
where wedo overlapin --on the contract sde, But even thene, in some cases we havea very strong contract presence, and the Office Depot contract
presence is snaller, and then vice vers as well, For example, our online busness is very small in the UK, and Office Depot has a very large online
presence in the LIK called the Viking. 5o yes, | think it's.a little early ko know how the pieces fit together. But lam confident with the seniorleadership
o both sides, e will be abbe to sort that out, and obnwiously we have the regulatorny authorities to leok at it aswell.
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Christopher Horvers - APMargar - Anafpst

S are there any - specifically on the contract sde, are there any companies, France, Germany that there <2 smila - amuch mone dmilar busness?
Because it sounds like you're saying. in a lot of these countries, you are shaowing contracts that might be stronger in retail and vice versa. 5o are
these any panicular countries where there is a much more head-to-head large contract competition?

Ronald - Ron Sargent - Staples nc - Chaivman ard CEO

e, there may be oneor two, | just - | am not informed encug bat this point 1o really be able to give you a great answern, So we just need to do
some workon that issue.

Christopher Horvars - APMorgar - Anafyst

Chay. And then, Bon, you spent five years integrating Corporate Express and that took a long time. RFoland, you are 14 months into the Depot
Officefi integration. S0 where do you see the biggest risks and the hardest parts of the integration based on the experiences that you had?

Ronald - Ron Sargent - Stapies inc - Chairman and CEO

Well, bet me start, and | will ask Roland, whe s much more the expert than | at this point, Obviously, the biggest risk are always customers and
associates. | think the rason that our integration of Corporate Express was successful, and | think the success youare seeing at Depot and Max, is
because they retained a lot of the top talent. They looked at best practices, They were extremely careful to minimize customer direction. And |
think managing integration risk is something that Reland and his team have dome a temific job over the Lt couple of years, So maybe Roland, |
wiill ket - ask you tocomment?

Roland Smith - fifice Depot, Inc - Chadgrmanm and CEC

s, sure, | think youtve hit the nail on the head, Cartainly, | think the real secret is 1o ensure that you have the night team in place, that youhavea
very clear structure and what people's responsibilities are, that you lay out your priofities so that they are achievable, but they are not so many
that you begin te stun bke over them, and thien you execute withexcellence,

And 1 think that, as | look back at the past 14 or 15 months, | can say that we have had a fantastic team in place, that have been focused on the right
prionities, Wetve kipt thelr nose o the grindstone, We have executed with excellence against each of our priorities, anc we have done that at a
pace that most people didn® think was possable. And | believe that if this happens again, in the integration of Office Depot and Staples, that the
risk is actually relatively small, because | believe that these synergies clearly can be delivered.

Christopher Horvers - APMargarn - Anafys!
Arvd then o final onefor you, for Roland an, do you have any planned DC closines in 2005 that will remain on track for this year?

Roland Smith - Office Depat, ne. - Chairmar and CEO

As | mentioned earlier, we have a very clear plan that we have already put in place for the entire year of 2015 as it relates to our critical priorities.
O of those continuesto be the continued execution of our integration, so that we can continue to achieve our merger synergies and efficiencies.
In that regard, wee have a number of DO closures that are planned inthe first quaiter, and we expect that we will comtinue toegecute against them
exactly as our plan played out.
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Christopher Horvers - APMargarn - Anafpst

Perfect, Thanks very much, guys.

Ronald - Ron Sargent - Stapes ine - Chairrman and CEQ
Thanks, Chris.

Operator
Erad Thomas, KeyBanc Capital Markets.

Ronald - Ron Sargent - Staples ine - Chaiman and CFO
ool morning, Brad,

Brad Thomas - KeyBans Capital Markets - Aralyst
Thanks, good moming, and let me add my congratulations to you all as well,

Ronald - Ron Sargent - Staples inc - Chaivman and CEQ
Thank you,

Brac Thomas - KeyBane Capital Markets - Aralyst

I wanted to ask a follow-up about the synergies. | was hoping to just clarify if that 31 billion number is a gross or a net number? And then, | was
Thoypinng you coukd also talk about [that] leved in context o what Office Depot and Officebia ane sitting right row? And what Staples and Corporate
Express saw a few years ago?

Christine Komola - Staples inc - CFO

Sure, Brad, 10 Charistine, 5o in temms of whisther i0's 2 gross e met, we ae rol that preci s a0 this point, But |think early on, we do bedieve that this
will be accrative even with reinvedment happening. o | think we're confident that our goal s will be accrative to EPS, and we can achieve the $1
billion, while investing in the areas that Bon just mentioned.

In terms of your second question, arcund cur ability to achievethis, | think in regards as well aswith the existing integration work going on, [ think
asthey -- as we ook at the plans for our business -- and we've spoken with Roland and histearn, it's critical that we both achieve our goals and we
earm from the experiences there, | think that the businesses ane - need to operate independently, but Tthink in the end theyllcome together with
abetter business, because of what each company is actually doing. And | think that will help enhance our abslity to execute agains the synergies
early in the three-year plan.

Roland Smith - Gfice Depot, nc. - Chadrmamr and CED

Yes, Brad, Lguess Dwould say that asit relatesto the Office Depot and the Officeiax synergies and efficiencies, as | think you ae all aware, we have
raisad our targets every single quarter. And | would say that we havea very high probability of defivering our targets in the future,
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Brad Thomas - KeyBanc Capital Markets - Analyst

Grieat, Thank you,

Operator
Dravid Strasser, nney Montgomery Scott.

Ronald - Ron Sargent - Stapdes ine - Chairman amd CEO
Good moming. David.

David Strasser - fanney Montgomery Scotf - Aralpst

Thank you, and my congratulations as well. When you talked about the 21 billien investment, or as you are looking at the two businesses, how do
you book at pricing? Do think thene B opportunities hene to bring pricing dosn ? In the past, you guy s have been criticized collectively as a group
on your relative pricing to people like Amazon and others and Costeo. Do think this sopportunity where you become dollar for dollar competitive,
af do you have - not really an interest to do that?

Ronald - Ron Sargent - Staples inc - Chaiman and CEQ

Mo, | think this is an opportunity. As | said earlier, | think this is a kind of a historic opportunity to reset pricing, given the synergies that we expect
o garmer between the two businesses, | would argue that certainly in the contmct arena, our prices are unbelievably good, | think increasingly
wia've done a lot more inthe area of online pricing, whether that®s scraping on a multiple times a day, whether it's dynamic pricing mechanisms
which we've been employing. So | think we are getting closer and closer and closer. And | think this is opporiunity, particularly om the retail side
toged much sharper on pricing, and give people a reason to shop at stereswhen it's convenient forthem o de it rather than Feeling ke they have
1o compare with an online competitor,

David Strasser - Janney Montgomery Scott - Analyst

And guess, one follow -up to that would be regarding what -- you talked about going over 50% onoffice products. Roland, at Office Depot, | don®
know i you keepr s chose statistics onthat issue, but whal is that mix for Office Depot and do you think can get to that number as well?

Redand Smith - Ofice Depat, Inc - Chairmare and CED

1 can't tell you, David, what that number is. We havent looked at it in that regard. | can tell you that we regularly leok at SEUs and products that
we think that we can provide our customers, whether its retail or whether its contract, or whether it's online. And so, we will continue to expand
e offiering, What we had been focused onin 2004, we will contines te focus on in 2005 s the concept of eur unigue selling proposition, Which
Fon mentioned this moming, which really goes after providing a group of customers that we think are much more interested in the concept of
quality and service and experience, so that we can gamer an additional share in that particular area

David Strasser - anney Monigomery Sootl - Arvalpst
Great. Thank you. Good luck, and thanks a lot.
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Ronald - Ron Sargent - Staples inc - Chaiman and CEQ
Thank you, Dawvid,

Operator
tlatthew Fassler, Gobdman Sachs.

Ronald - Ron Sargent - Stapdes ine - Chairman amd CEO
Good moming. Matt.

Matthaw Fassler - Goldman Sachs - Analyst

Thanks a kot Good mcming and Ron and Roland, congratulations on this deal. Two questions, The first is 1 think for Christine, On the 51 bllion of
costs associated with ultinately attaining the synergies, can you talk about how much of that is cath versus non-cash, and what the timing is for
the cash portion?

Christine Komola - Staples inc - CFO

5o we haven't - | don have the precise breakout, but | think as you can imagine a kot of the cazh is the upfront cash around severance, and
divestments and expenses that you've got to start your integration. And then over time, as you plan for your DC consolidation that tends to be
more capital intensive, And so therefore, i05a e bit ter in the cycle, But as we pull tegether our specific integration plans, we will be able to
match that cut, and lay that out for you all.

Matthaw Fassler - Goldman Sachs - Analpst

Putting timing aside, is this largely a cash number, or should there be write-downs and such beyond that associated — or included within that $1
illion?

Christine Komola - Staples inc - CFD
It weill - we are not quite ready to nail that down yet. But we will, once we get our integration plans more clearly laid out.

Marthaw Fasslar - Gofdman Sachs - Anafyst

Gotit. That is helpful. fnd then secondly, Bon, and | think this was | think addressed perhaps a moment ago to some degres, Ron, you spoke about
revenue synergy opportunities. i you could talk about businesses where one company has a successful or ongoing effort, and the other has less
of a presence where we-coukl think abowt the opportunity to lyer revenes synedgies ontoeach business, what would some of those be?

Renald - Ron Sargent - Stapdesine - Chaivman ard CFO

“Well, | think there isa lor | mean, obviously we talked about pricing earlier. But | think we have a very -- at Staples. we have a very well-developed
copy and print operation that's getting better and stronger, and much more of an online way. We just recently did acquisition in that area, and
that s going te prove to be very successiul,
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In tesms of assortment expanson, we are now selling over 1 million SKUs thiowgh our online business | think maybe that is an oppotunity to
expand that product assortment to Depot custoners. | think we have invested very heavily in e-commerce over the last couple of years, as we try
reposition the Company. | think when you leok at Office Depot, there are probably similar epponunities, | know wie have done some ressarch. |
think Office Depot has an incredibly loyal customer base, paiculaly where they have a strong [sit] store prosence, and | think there is probaldy
some things we can leam there.

And obviously, service in general, Office Depot scores incradibly highly on service dimensions in general, and we track that ona regular basis. |
think maybe there are some things wecan bearn there, Obviously, in the next couple of years, we're -- probably the biggest oppoertunity is the Office
Depat Officetiax imegration playbook, because we think they e done a fabulous jols, and we expect te really rely on that heavily. And obyiowsly,
the talent, the best talent for both sides, | think is ancther cppontunity to improve revenue synergy, Roland., |am probably missing some things.
Anything you feel like we should also mention to Matt?

Roland Smith - Tifice Depot, Inc. - Chadgrmarr and CEG

Utk et b it the Rigihlights, Ron., | do believe that our playbook will Be very instrumennal i el ping the Stapdes tean, dong with the tabent
that you bring from here to ensure that these efficiencies and synemies get delivered quickly, and to the targets that have been established,

Jusst going to add a littke more, We have a very strong fumitune business, that | think we can probalbly provicke some value in, And one that you
diddn't mention but we leok at regularly, is Staples has a very strong Jan/San business that | think could be integrated into our organization, and
add significant revenue as we go forward. So | think there are tons of opportunities, and we will find many more a we have the opportunity to
actually beginto think about integration once this deal closes,

Matthaw Fasslar - Goldman Sachs - Analyst
Guys, thank you somuch.

Ronald - Ron Sargent - Stapdesinc - Chairman and CEO
Thank you, Matt,

Oparator
Sinvecn Gutman, Morgan Stankey.

Ronald - Ron Sargent - Staples inc - Chainman and CEQ
Coaod moming. Simeon.

Simeon Gutman - Morgan Stanlay - Anafyst

Gorod morming. Thanks, and congratulations, Just first, just to follow-up, this was asked in some form, So Office Depot Officedtac, still hael S400
millicn to 5500 millicn of synergy to be realized, And it sounds like Roland has been very clear, that o plans to dow that down, And o the way
we should think abowt it is, they will realize what they're going to realize during this year. And then, whatever is left to be realized, that still is in
play, or still to be realized on top of the $1 billion post this deal closing?
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Chiristine Komola - Staples inc - CFOD
e, that's correct, Simeon. This is Chiistine,

Simaon Gutman - Morgan Stanley - Aradyst

And then to clarify another point, you suggested that there is going to be by channel, that retail is very opportunistic, but that there should be
ome ackditional opportunities, international and incommercial, On the retail side, Lguess | was a litle surprised because the store eptimization
piece seems like a massve oppotunity |0 tems of transter rates, and even in terms of rent reductions that could happen down the road. And so,
in terms of ranking - rank crdering them, Christing | dent know if you could touch on it again, but retail should be - not -- won't be as large as
sorme of the other oppotunities?

Ronald - Ron Sargent - Staplesine - Chawvrman and CFO

Bt's — wse'pes sl - it s a litthe bit in flus A bot of those symergies are part of our - both our synergy and work that Staples is doing, as well as Office
Dol So rermember thase - a kot of that has staned already happening. And then, wetve got a big Businessworldwide, So that's why it deses - for
ws the rental com ponent is not as big, just becausa there are so many other components between the GEA, between - the marketing is a huge
mum ber that you can think about. Wou think about all of the buying of indirect and COGs is (7% of both of our businesses,

S those are big part of your business that you can affect pratty quickly, and have a pretty meaningful impact. That's part of the reason why the
retail numbers is not - | mean, its part of it, but its not a3 big of a driver as the other areas,

Simeon Gutman - Morgan Staniey - Anafyst

Canyou just remind us about the Staples individual store repositioning ¥ How many have been doene, and what type of rent reductions have you
=Ee 0N average?

Christine Komola - Staples inc - CFO

5o we have got - we have committed to 225, We've done about three-fourths of that, and we have another one-quarter to go in 2015, We been
able to achieve our target -- remember, a lot of those stores now start to be - not necessarily money-losing stores, but they have sales transfer
chollars which migrate into the local network, So thereis - we will give guidance a3 we go forvard, and aswe coseout the booksin the et month
ar 50, 50 youll bear more about that.

Simeon Gutman - Morgan Stanley - Analyst

Okeay. And then lastly, and | don't know if thisis answerable, but regarding the timing, end of calendar 2015, How much cushion is built in, I mean,
in other words, haw - coukd it dlose sooner if the FTC just has fewer comments?

Christine Komola - Staples fnc - CFO

Really, the FTC will really have to dictate how fast we go, and we will work very closely with them. | think all of us, between Office Depot and Staples
arecommitied to working with the FTC as quickly as we can so, but they will dictate the time lines,

Simeon Gutman - Maorgan Staniey - Analyst
Cheay. thanks.
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Ronald - Ron Sargent - Staples inc - Chaivman and CEQ
Tharks, Simeon, That was last question Kike?

Christine Komola - Staples inc - CFO
Drave.

Operator
Yes, it was indesd. As such, Dwould like to hand the call back o Mr. Ron Sargent for cbosing remarks. Thank you,

Ronald - Ron Sargent - Staples ine - Chaiman and CFD

Well, thanks again, everybody. | appreciate you joining us for the call this moming on short notice. We ook forward to speaking with all of you
acgain very 000,

Operator
Thark you for your participation in today s conference, This condhudes the presentation, You may now disconnect, Good day,
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IMPORTANT ADDITIONAL INFORMATION WILL BE FILED WITH THE SEC

Staples, Inc. (the “Company”) plans to file with the SEC a Registration Statement on Form S-4 in connection with the transaction and Office
Depot, Inc. (“Office Depot”) plans to file with the SEC and mail to its stockholders a Proxy Statement/Prospectus in connection with the transaction. The
Registration Statement and the Proxy Statement/Prospectus will contain important information about the Company, Office Depot, the transaction and related
matters. Investors and security holders are urged to read the Registration Statement and the Proxy Statement/Prospectus carefully when they are available.

Investors and security holders will be able to obtain free copies of the Registration Statement and the Proxy Statement/Prospectus and other
documents filed with the SEC by the Company and Office Depot through the web site maintained by the SEC at www.sec.gov.

In addition, investors and security holders will be able to obtain free copies of the Registration Statement and the Proxy Statement/Prospectus from
the Company by contacting the Company’s Investor Relations Department at 800-468-7751 or from Office Depot by contacting Office Depot’s Investor
Relations Department at 561-438-7878.

The Company and Office Depot, and their respective directors and executive officers, may be deemed to be participants in the solicitation of proxies
in respect of the transactions contemplated by the Merger Agreement. Information regarding the Company’s directors and executive officers is contained in
the Company’s proxy statement dated April 11,2014, which is filed with the SEC. Information regarding Office Depot’s directors and executive officers is
contained in Office Depot’s proxy statement dated March 24,2014, which is filed with the SEC. To the extent holdings of securities by such directors or
executive officers have changed since the amounts printed in the 2014 proxy statements, such changes have been or will be reflected on Statements of
Change in Ownership on Form 4 filed with the SEC. More detailed information regarding the identity of potential participants, and their direct or indirect
interests, by security holdings or otherwise, will be set forth in the Proxy Statement/Prospectus to be filed by Office Depot in connection with the transaction.

SAFE HARBOR FOR FORWARD-LOOKING STATEMENTS

Statements in this document regarding the proposed transaction between the Company and Office Depot, the expected timetable for completing the
transaction, future financial and operating results, benefits and synergies of the transaction, future opportunities for the combined company and any other
statements about the Company or Office Depot managements’ future expectations, beliefs, goals, plans or prospects constitute forward looking statements
within the meaning of the Private Securities Litigation Reform Act of 1995. Any statements that are not

51



” ” ” ” G ” G ”

statements of historical fact (including statements containing “believes,” “anticipates,” “plans,” “expects,” “may,” “will,” “would,” “intends,” “estimates”
and similar expressions) should also be considered to be forward looking statements. There are a number of important factors that could cause actual results
or events to differ materially from those indicated by such forward looking statements, including: the ability to consummate the transaction; the risk that
Office Depot’s stockholders do not approve the Merger; the risk that regulatory approvals required for the merger are not obtained or are obtained subject to
conditions that are not anticipated; the risk that the financing required to fund the transaction is not obtained; the risk that the other conditions to the closing
of the merger are not satisfied; potential adverse reactions or changes to business or employee relationships, including those resulting from the
announcement or completion of the Merger; uncertainties as to the timing of the Merger; competitive responses to the proposed Merger; response by activist
shareholders to the Merger; uncertainty of the expected financial performance of the combined company following completion of the proposed transaction;
the ability to successfully integrate the Company’s and Office Depot’s operations and employees; the ability to realize anticipated synergies and cost
savings; unexpected costs, charges or expenses resulting from the Merger; litigation relating to the Merger; the outcome of pending or potential litigation or
governmental investigations; the inability to retain key personnel; any changes in general economic and/or industry specific conditions; and the other
factors described in the Company’s Annual Report on Form 10-K for the year ended February 1,2014 and Office Depot’s Annual Report on Form 10-K for the
year ended December 28,2013 and their most recent Quarterly Reports on Form 10-Q each filed with the SEC. The Company and Office Depot disclaim any
intention or obligation to update any forward looking statements as a result of developments occurring after the date of this document.
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FEDERAL TRADE COMMISSION

FTC Challenges Proposed Merger of
Staples, Inc. and Office Depoat, Inc.

Agency Charges Merger Would Harm Competition in U.S.
Market for Consumable Office Supplies Sold to Large
Businesses

Share This Page

FOR RELEASE
December 7, 2015

TAGS: Bureau of Competition | Competition | Merger

The Federal Trade Commission today filed an administrative complaint charging that Staples,
Inc.’s proposed $6.3 billion acquisition of Office Depot, Inc. would violate the antitrust laws by
significantly reducing competition nationwide in the market for “consumable” office supplies
sold to large business customers for their own use.

Framingham, Mass.-based Staples — the world’s largest seller of office products and services
— and Boca Raton, Fla.-based Office Depot are each other’s closest competitors in the sale of
consumable office supplies to large business customers, according to the complaint.

“The Commission has reason to believe that the proposed merger between Staples and
Office Depot is likely to eliminate beneficial competition that large companies rely on to
reduce the costs of office supplies,” said FTC Chairwoman Edith Ramirez. “The FTC’s
complaint alleges that Staples and Office Depot are often the top two bidders for large
business customers.”

According to the complaint, many large business customers buy consumable office supplies
for their own use under a contract. In addition to a wide range of office supplies at competitive
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prices, the vendor provides them with fast and reliable nationwide delivery, dedicated
customer service, customized online catalogs, integration of procurement systems, and
detailed utilization reports. That business-to-business market is distinct from the more
competitive retail markets for office supplies sold to consumers.

Consumable office supplies include items such as pens, pencils, notepads, sticky notes, file
folders, paper clips, and paper used for printers and copy machines.

The complaint alleges that, in competing for contracts, both Staples and Office Depot can
provide the low prices, nationwide distribution and combination of services and features that
many large business customers require. The complaint further alleges that, by eliminating
the competition between Staples and Office Depot, the transaction would lead to higher
prices and reduced quality. The complaint also asserts that entry or expansion into the
market — by other office supplies vendors, manufacturers, wholesalers, or online retailers —
would not be timely, likely, or sufficient to counteract the anticompetitive effects of the
merger. Finally, the complaint asserts that purported efficiencies would not offset the likely
competitive harm.

The FTC has authorized staff to seek in federal court a temporary restraining order and a
preliminary injunction to prevent the parties from consummating the merger and to maintain
the status quo pending the administrative proceeding.

Throughout the investigation, Commission staff cooperated with staff of the antitrust agencies
in Australia, Canada, and the European Union. The Canadian Competition Bureau also filed

an application to block the transaction with Canada’s Competition Tribunal earlier today. The
FTC acknowledges the exemplary work done by all agencies.

The Commission votes to issue the administrative complaint and to authorize staff to seek a
temporary restraining order and preliminary injunction in federal court were both 4-0. The
administrative trial is scheduled to begin on May 10, 2016.

NOTE: The Commission files a complaint when it has “reason to believe” that the law has
been or is being violated and it appears to the Commission that a proceeding is in the public
interest. The issuance of the administrative complaint marks the beginning of a proceeding in
which the allegations will be tried in a formal hearing before an administrative law judge.

The FTC’s Bureau of Competition works with the Bureau of Economics to investigate alleged
anticompetitive mergers and business practices and, when appropriate, recommends that the
Commission take law enforcement action. To inform the Bureau about particular mergers or
business practices, call 202-326-3300, send an e-mail to antitrust{at}ftc{dot}gov, or write to
the Office of Policy and Coordination, Bureau of Competition, Federal Trade Commission,
600 Pennsylvania Ave., NW, Room CC-5422, Washington, DC 20580. To learn more about
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the Bureau of Competition, read Competition Counts. Like the FTC on Facebook, follow us
on Twitter, and subscribe to press releases for the latest FTC news and resources.

PRESS RELEASE REFERENCE:
After Staples and Office Depot Abandon Proposed Merger FTC Dismisses Case from
Administrative Trial Process

Contact Information
MEDIA CONTACT:

Betsy Lordan
Office of Public Affairs
202-326-3707

STAFF CONTACT:

Stelios Xenakis
Bureau of Competition
202-326-2821
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IN THE UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF COLUMBIA

FEDERAL TRADE COMMISSION
600 Pennsylvania Avenue, N.W.
Washington, DC 20580

DISTRICT OF COLUMBIA
441 4th Street, N.W., Suite 600 South
Washington, DC 20001
COMMONWEALTH OF PENNSYLVANIA
14th Floor Strawberry Square
Harrisburg, PA 17120
Plaintiffs, Civil Action No. 15-cv-02115
V. PUBLIC VERSION
STAPLES, INC.
500 Staples Drive
Framingham, MA 01702
and
OFFICE DEPOT, INC.
6600 North Military Trail
Boca Raton, FL 33496

Defendants.

COMPLAINT FOR TEMPORARY RESTRAINING ORDER
AND PRELIMINARY INJUNCTION PURSUANT TO
SECTION 13(b) OF THE FEDERAL TRADE COMMISSION ACT

Plaintiffs, the Federal Trade Commission (“FTC” or “Commission”), by its designated
attorneys, and the District of Columbia and the Commonwealth of Pennsylvania, acting by and
through their respective Office of Attorney General (collectively, “Plaintiff States”), petition this
Court for a temporary restraining order and preliminary injunction enjoining Staples, Inc.

(“Staples”) from consummating its proposed merger (the “Merger’””) with Office Depot, Inc.
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(“Office Depot™). Plaintiffs seek this provisional relief pursuant to Section 13(b) of the Federal
Trade Commission Act (“FTC Act”), 15 U.S.C. § 53(b), and Section 16 of the Clayton Act, 15
U.S.C. 8 26. Absent such provisional relief, Staples and Office Depot (collectively,
“Defendants”) would be free to consummate the Merger at 12:01 a.m. on December 9, 2015.
Plaintiffs require the aid of this Court to maintain the status quo during the pendency of
an administrative proceeding on the merits. The Commission has already initiated that
administrative proceeding pursuant to Sections 7 and 11 of the Clayton Act, 15 U.S.C. 88 18, 21,
and Section 5 of the FTC Act, 15 U.S.C. § 45. That administrative proceeding is scheduled to
begin on May 10, 2016. The administrative proceeding will determine the legality of the Merger
and will provide all parties a full opportunity to conduct discovery and present testimony and

other evidence regarding the likely competitive effects of the Merger.

NATURE OF THE CASE

1. This is an action to temporarily restrain and preliminarily enjoin the
consummation of a Merger between Staples and Office Depot. Defendants are—by a wide
margin—the two largest vendors of consumable office supplies to large “business-to-business”
(“B-to-B”) customers (i.e., business customers buying for their own end-use) in the United
States.

2. Staples’ and Office Depot’s own documents state that they are the only
participants in a “two player” national market. Defendants are the best options for most large B-
to-B customers—and the only meaningful options for some large customers—particularly those
with facilities in multiple regions of the country. And they are each other’s closest competitors

for such customers. As Staples explained at an internal Leadership Summit, “There are only two
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real choices for customers,” Staples and Office Depot. Office Depot similarly made clear to a
customer that “[o]n a national scale, Office Depot’s competition is Staples.”

3. Direct head-to-head competition between Staples and Office Depot yields
substantial benefits to large B-to-B customers in the form of lower prices and better service. If
consummated, the Merger would eliminate that competition. Office Depot acknowledged this in
April 2015—two months after the Merger was announced—encouraging a large B-to-B
customer to accept its “best and final”” offer promptly, stating “If and when [Staples’] purchase of
Office Depot is approved, Staples will have no reason to make this offer.”

4, By eliminating direct competition between Staples and Office Depot, the Merger
threatens significant harm to a wide range of large B-to-B customers.

5. Office supplies vendors, such as Defendants, sell and distribute consumable office
supplies (e.g., pens, staplers, notepads, folders, and copy paper) to all manner of businesses
across the United States. Employees of these businesses use consumable office supplies in
connection with their jobs. As a result, businesses depend on vendors to provide consistent and
reliable delivery of consumable office supplies so that their employees have the products they
need to work productively and on a cost-effective basis.

6. Large B-to-B customers typically require an office supplies vendor with
experience and a strong reputation for providing consumable office supplies to large B-to-B
customers. These requirements are especially important for customers seeking delivery on a
multi-regional or national basis. Many large B-to-B customers require that their office supplies
vendor provide a broad range of national-brand and private-label products, flexible and reliable
delivery (including desktop delivery), high levels of customer service, customizable product

catalogs, detailed utilization reporting, and sophisticated information technology (“I1T”)
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interfaces for procurement and billing. Moreover, large B-to-B customers require those features
and services to be part of the transaction, along with consumable office supplies at competitive
prices.

7. Large businesses typically purchase consumable office supplies pursuant to
contracts awarded through requests for proposal (“RFPs”), auctions, or bilateral negotiations.
Defendants generally compete head-to-head in such proceedings. They are often the two
finalists in RFPs or other contest because they can obtain the lowest cost of goods from office
supplies manufacturers and they possess similar networks of distribution centers, salesforces, and
other services and features, such as strong reputations and experience, high levels of customer
service, sophisticated IT, and product utilization monitoring and tracking. Large B-to-B
customers often use those similar offerings to play one Defendant off the other to obtain lower
pricing, other financial incentives, better service, and improved contract terms. Indeed, Staples
and Office Depot frequently lower prices, increase discounts, and offer other financial incentives
to take business away from each other, and to avoid losing business to each other.

8. Many large B-to-B customers contract with a single office supplies vendor for
consumable office supplies. Doing so allows these customers to consolidate their purchases and
leverage the bigger purchasing volume to negotiate lower prices and higher discounts, rebates, or
other pricing concessions. In addition, contracting with a single office supplies vendor allows
large businesses to track and monitor usage of office supplies through one vendor, rather than
several different vendors, thereby lowering their costs and improving operational efficiency.
Using a single office supplies vendor also provides large B-to-B customers with a single point of
contact for problems or concerns, a single IT interface for ordering, and a single payee for

administrative purposes. These features are important to many large B-to-B customers because

59



Case 1:15-cv-02115-EGS Document 14-1 Filed 12/09/15 Page 5 of 27

they enhance efficiency, ease of use, and administration, thereby lowering their costs of doing
business.

0. For large B-to-B customers with locations across the United States or in multiple
regions of the country, choosing a single office supplies vendor generally means using an office
supplies vendor with national or multi-regional distribution capabilities. Staples and Office
Depot are the only two office supplies vendors that can provide on their own the low prices,
nationwide distribution, and combination of services and features that many large B-to-B
customers require.

10. Once a large B-to-B customer contracts with an office supplies vendor, it attempts
to ensure that the employees responsible for purchasing consumable office supplies purchase
under the contract with its chosen office supplies vendor. Maximizing spend with its contracted
office supplies vendor often allows a large B-to-B customers to earn the highest volume-based
discounts, rebates, or other pricing incentives. It also minimizes the inefficiency of having to
pay invoices from multiple vendors and accommodate multiple deliveries.

11.  Other supply options have significant disadvantages for large B-to-B customers.

12. Local or regional vendors (including but not limited to W.B. Mason), local or
regional consortia, and ad hoc region-by-region networks of suppliers have higher costs and thus
higher prices, limited geographic footprints, and/or logistical and coordination challenges for
large B-to-B customers. Because of these disadvantages, these other supply options have
relatively small shares of sales to large B-to-B customers.

13.  The Merger would combine the office supplies vendors that are—by far—the two

top choices for a significant number of large B-to-B customers. It would eliminate beneficial
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competition between the two largest, most significant, and most attractive alternatives for many
large B-to-B customers.

14, The Merger also would create a firm with a dominant share of the relevant market
and significantly increase market concentration. Post-Merger, Staples would control more than
70% of the relevant market. The next-largest competitor would possess less than 5% of the
relevant market. Under the 2010 U.S. Department of Justice and Federal Trade Commission
Horizontal Merger Guidelines (“Merger Guidelines”), a post-merger market-concentration level
above 2500 points, as measured by the Herfindahl-Hirschman Index (“*HHI”), and an increase in
market concentration of more than 200 points renders a merger presumptively unlawful. Post-
Merger market concentration would be more than 4900, and would increase HHIs in an already
concentrated market by well over 200 points. Thus, the Merger is presumptively unlawful.

15. Other office supplies vendors, including but not limited to Amazon Business,
regional vendors such as W.B. Mason, distribution consortia, and distributors of adjacency
products, such as janitorial/sanitation products or breakroom supplies, cannot meaningfully
constrain a post-Merger Staples. As a result, Staples could charge higher prices and would have
a diminished incentive to maintain or improve quality for large B-to-B customers if it were
allowed to acquire Office Depot.

16.  Similarly, manufacturers of “core” consumable office products, such as pens,
folders, and notepads, generally do not sell core office supplies directly to large B-to-B
customers, particularly in the quantities that such customers would want. They generally sell to
wholesalers or vendors such as Respondents. Nor would it be practicable for large B-to-B
customers to buy office supplies from a large number of manufacturers. Wholesalers do not

generally sell consumable office supplies directly to large B-to-B customers. Rather, they
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generally sell to office supplies vendors, which then resell those products to large B-to-B
customers.

17. Finally, buying at retail, whether from brick-and-mortar or online retailers,
including Amazon Business, generally would be more expensive for large B-to-B customers than
purchasing from an office supplies vendor, and generally would not provide the full combination
of other benefits important to large B-to-B customers, such as desktop delivery, order tracking,
electronic ordering, flexible payment terms, negotiated pricing, and consistency of product
selection and availability.

18. Defendants cannot show that new entry or expansion by existing vendors would
be timely, likely, or sufficient to counteract the anticompetitive effects of the Merger.
Significant barriers to entry into office supplies distribution to large B-to-B customers—
particularly national and multi-regional customers—exist, making entry or expansion difficult
and incapable of constraining the merged entity.

19. Defendants cannot show cognizable efficiencies that would offset the likely and
substantial competitive harm from the Merger.

20.  On December 7, 2015, by a 4-0 vote, the Commission found reason to believe that
the Merger would violate Section 7 of the Clayton Act and Section 5 of the FTC Act by
substantially reducing competition.

21. A temporary restraining order enjoining the Merger is necessary to preserve the
Court’s ability to afford full and effective relief after considering the Commission’s application
for a preliminary injunction. Preliminary injunctive relief is similarly necessary to preserve the
status quo and protect competition during the Commission’s ongoing administrative proceeding.

Allowing the Merger to proceed would harm consumers and undermine the Commission’s ability
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to remedy the anticompetitive effects of the Merger if it is found unlawful after a full trial on the

merits and any subsequent appeals.

JURISDICTION AND VENUE

22.  This Court’s jurisdiction arises under Section 13(b) of the FTC Act, 15 U.S.C.
8 53(b); and 28 U.S.C. 88 1331, 1337, and 1345. This is a civil action arising under Acts of
Congress protecting trade and commerce against restraints and monopolies, and is brought by an
agency of the United States authorized by an Act of Congress to bring this action.

23.  Section 13(b) of the FTC Act, 15 U.S.C. § 53(b), provides in pertinent part:

Whenever the Commission has reason to believe —

(1) that any person, partnership, or corporation is
violating, or is about to violate, any provision of law
enforced by the Federal Trade Commission, and

(2) that the enjoining thereof pending the issuance of a
complaint by the Commission and until such complaint
is dismissed by the Commission or set aside by the
court on review, or until the order of the Commission
made thereon has become final, would be in the interest
of the public — the Commission by any of its attorneys
designated by it for such purpose may bring suit in a
district court of the United States to enjoin any such act
or practice. Upon a proper showing that weighing the
equities and considering the Commission’s likelihood
of ultimate success, such action would be in the public
interest, and after notice to the defendant, a temporary
restraining order or a preliminary injunction may be
granted without bond . . . .

24. In conjunction with the Commission, the Plaintiff States bring this action for a
preliminary injunction under Section 16 of the Clayton Act, 15 U.S.C. § 26, to prevent and
restrain Staples and Office Depot from violating Section 7 of the Clayton Act, 15 U.S.C. § 18,

pending the Commission’s administrative proceeding. The Plaintiff States have the requisite
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standing to bring this action because the Merger would cause antitrust injury in the markets for

the sale and distribution of consumable office supplies to large B-to-B customers in their states.

25. Defendants are, and at all relevant times have been, engaged in activities in or
affecting “commerce” as defined in Section 4 of the FTC Act, 15 U.S.C. 8§ 44, and Section 1 of
the Clayton Act, 15 U.S.C. § 12. Defendants also are, and at all relevant times have been,
engaged in commerce in each of the Plaintiff States.

26. Defendants transact substantial business in the District of Columbia and are
subject to personal jurisdiction therein. Venue, therefore, is proper in this district under

28 U.S.C. § 1391(b) and (c) and 15 U.S.C. § 53(b).

THE PARTIES AND THE PROPOSED MERGER

217, Plaintiff, the Federal Trade Commission, is an administrative agency of the
United States government, established, organized, and existing pursuant to the FTC Act,
15 U.S.C. 88 41 et seq., with its principal offices at 600 Pennsylvania Avenue, N.W.,

Washington, DC 20580. The Commission is vested with authority and responsibility for

enforcing, inter alia, Section 7 of the Clayton Act, 15 U.S.C. 8§ 18, and Section 5 of the FTC Act,

15U.S.C § 45.

28.  The Plaintiff States bring this action pursuant to Section 16 of the Clayton Act, 15

U.S.C. 8§ 26 in their sovereign or quasi-sovereign capacities as parens patriae on behalf of the
citizens, general welfare, and economy of each of their states.

29. Defendant Staples is a publicly traded corporation organized under the laws of
Delaware with headquarters in Framingham, Massachusetts. In fiscal year 2014, Staples
generated $22.5 billion in sales, with 54.8% of that coming from office supplies. Staples

operates three business segments: North American Stores & Online, North American
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Commercial, and International Operations. In fiscal year 2013, 34.8% of Staples’ total sales
came from the North American Commercial segment. Staples is the country’s largest vendor of
consumable office supplies to B-to-B customers.

30. Defendant Office Depot is a publicly traded corporation organized under the laws
of Delaware with headquarters in Boca Raton, Florida. In fiscal year 2014, Office Depot had
$16.1 billion in revenue, with 47.2% of that coming from sales of office supplies. Office Depot
operates through three divisions: North American Retail Division, North American Business
Solutions Division, and International Division. In fiscal year 2014, 37.4% of Office Depot’s
sales came from the North American Business Solutions Division. Office Depot is the country’s
second-largest vendor of consumable office supplies to B-to-B customers.

31. In November 2013, Office Depot acquired OfficeMax, Inc., which was then the
third-largest vendor of office supplies and services in the United States.

32. On February 4, 2015, Staples and Office Depot entered into an Agreement and
Plan of Merger (“Merger Agreement”), pursuant to which each share of Office Depot stock
would be converted into the right to receive $7.25 in cash, plus approximately 0.2 shares of
Staples’ common stock. As of the market’s close on February 3, 2015, these terms of the Merger
Agreement equated to a value of Office Depot of $6.3 billion. Either party may terminate the
Merger Agreement if it is not consummated by February 4, 2016.

33. Pursuant to the Hart-Scott-Rodino Antitrust Improvements Act, 15 U.S.C. § 183,
and a timing agreement between Defendants and Commission staff, unless temporarily restrained
and preliminarily enjoined by this Court, Defendants would be free to consummate the Merger at

12:01 am on December 9, 2015.
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34. On December 7, 2015, by a 4-0 vote, the Commission found reason to believe that
the Merger would substantially lessen competition in violation of Section 7 of the Clayton Act,
15 U.S.C. § 18, and Section 5 of the FTC Act, 15 U.S.C 8 45. On December 7, 2015, the
Commission commenced an administrative proceeding on the antitrust merits of the Merger
before an Administrative Law Judge, with the merits trial scheduled to begin on May 10, 2016.
The ongoing administrative proceeding provides a forum for all parties to conduct discovery,
followed by a merits trial with up to 210 hours of live testimony. See 16 C.F.R. § 3.41 (2014).
The decision of the Administrative Law Judge is subject to appeal to the full Commission,
which, in turn, is subject to judicial review by a United States Court of Appeals.

35. In authorizing the filing of this complaint, the Commission has determined that
(2) it has reason to believe the Merger would violate the Clayton Act and the FTC Act by
substantially lessening competition in one or more lines of commerce, and (2) an injunction of
the Merger pending the resolution of the Commission’s administrative proceedings and any
appeals will promote the public interest, so as to minimize the potential harm to customers and
preserve the Commission’s ability to order an adequate remedy if it concludes, after the

administrative proceeding, that the Merger is unlawful.

RELEVANT MARKET

36.  The relevant market is the sale and distribution of consumable office supplies to
large B-to-B customers in the United States. Large B-to-B customers are particularly vulnerable
to the proposed Merger because many have nationwide or multi-regional operations and require
an office supplies vendor that can provide low pricing, high levels of service, and delivery across

all of their operations. For such customers, Staples and Office Depot are the two best options.
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A. Relevant Product Market

37.  Consumable office supplies consist of an assortment of office supplies, such as
pens, paper clips, notepads, and copy paper, that are used and replenished frequently. Itis
appropriate to evaluate the Merger’s likely effects through an analysis of the assortment of
consumable office supplies because each of the products in the assortment is offered under
similar competitive conditions. Thus, grouping the hundreds of individual consumable office
supplies into an assortment for analytical convenience enables the efficient evaluation of
competitive effects with no loss of analytic power.

38. B-to-B customers buy consumable office supplies for their own end-use (i.e., for
their employees to use in the course of performing their job duties), rather than for resale.

39.  Consumable office supplies do not include ink and toner for printers and copiers.
Many B-to-B customers, particularly large B-to-B customers, buy ink and toner directly from ink
and toner manufacturers, or as part of a package of “managed print services,” in which vendors
bundle ink and toner sales with leases of copier and printers, repair services, and/or copy and
printer maintenance services. As a result, large B-to-B customers often purchase ink and toner
from different vendors, under different contracts, than those from whom they purchase
consumable office supplies.

40.  Consumable office supplies do not include other office-related products, such as
janitorial or break-room products. Janitorial or break-room products are sold under substantially
different competitive conditions than consumable offices supplies.

41.  Large B-to-B customers include, but are not limited to, those that buy at least $1
million annually of consumable office supplies for their own end-use.

42.  The sale and distribution of consumable office supplies to large B-to-B customers,

many of whom have multi-regional or national operations, entails the warehousing, sale, and
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distribution of a wide range of such office supplies, along with high levels of customer service

and value-added services.

43.  The sale and distribution of consumable office supplies to large B-to-B customers

is distinct from the sale and distribution of consumable office supplies to other customers,

including individual consumers or small- and medium-sized businesses. Large B-to-B customers

generally require, and the sale and distribution of consumable office supplies to large B-to-B

customers is distinguished by, a number of key attributes, including but not limited to:

a.

Procurement Processes: Large B-to-B customers generally procure

consumable office supplies on contracts awarded through formal RFPs,
auctions, or direct negotiations, often obtaining lower prices than other

customers.

National or Multi-Regional Distribution: Many large B-to-B customers have
operations in multiple regions of the United States. As a result, to increase
efficiency and reduce transaction costs, large B-to-B customers often require
a single vendor with a broad geographic footprint that can distribute
consumable office supplies to all their locations in multiple regions of the
country.

Next-Day Desktop Delivery: Many large B-to-B customers require next-day

and desktop delivery—that is, delivery to one or more desks or drop-off
points within an office building—to reduce customers’ storage costs.

High Levels of Service: Large B-to-B customers require that their office

supplies vendors provide high levels of customer service, including dedicated
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account representatives and/or customer service representatives to address
any customer concerns or issues in a timely manner.

e. Valued-Added Services: Large B-to-B customers often require detailed

utilization reporting to allow them to track and monitor on a regular basis
their employees’ uses of and needs for office products. They also often
require the creation of customizable catalogs to encourage their employees to
order and use products for which they have already negotiated the lowest
prices.

f.  Sophisticated IT Systems: Large B-to-B customers generally require their

office supplies vendor to have sophisticated IT capabilities that interface

directly with their e-procurement and billing systems.

g. Reputation and Financial Stability: Large B-to-B customers generally
require an office supplies vendor with experience and a strong reputation for
supplying large B-to-B customers with office supplies, as well as financial
stability.

44, Defendants recognize the particular needs of large B-to-B customers and tailor
their products and services to meet those needs. Both Defendants categorize B-to-B customers
by size, with groups of employees dedicated to serving different groups of customers.

45.  Thus, the sale and distribution of consumable office supplies to large B-to-B
customers is the relevant product market in which to analyze the Merger’s likely effects.

B. Relevant Geographic Market

46. Defendants compete for the sale and distribution of consumable office supplies

across the United States. Many large B-to-B customers operate nationally or in multiple regions
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of the country. Accordingly, it is appropriate to analyze the competitive effects of the Merger in
the United States.

47. Defendants’ own documents acknowledge the existence of a national market for
the sale and distribution of consumable office supplies to large B-to-B customers, referring to
themselves as the only two players in a “national market.”

48. Defendants compete to provide the sale and distribution of consumable office
supplies to large B-to-B customers through their respective networks of warehouses and
distribution centers located around the United States.

49. Many large businesses have a number of locations dispersed nationwide or across
multiple regions of the United States. A substantial number of large B-to-B customers choose a
single office supplies vendor with a geographically dispersed network of distribution centers to
serve their facilities. These customers do so because consolidating their purchases with a single
vendor gives them the ability to get lower prices, or increased discounts, rebates or other pricing
incentives, from that vendor. In addition, choosing a single nationwide office supplies vendor
provides large B-to-B customers with centralized and consistent services and terms across their
facilities, including: (1) centralized contracting, (2) a single point of contact, (3) a single
reporting/auditing function, (4) a single IT interface for users, and (5) ease of administration of
the distribution contract.

50.  Additionally, many large B-to-B customers enter into contracts for nationwide
distribution, with nationwide pricing terms, and consider the vendor’s ability to provide
nationwide distribution and service in the selection process. Many large B-to-B customers with

operations in multiple regions of the country, as opposed to nationwide, similarly want one
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vendor that can provide consistent pricing, service, and delivery across all their locations, and
therefore often require a vendor with national capabilities.
51. Therefore, for consumable office supplies sold and distributed to large B-to-B

customers, the United States is the relevant geographic market.

MARKET STRUCTURE AND THE MERGER’S PRESUMPTIVE ILLEGALITY

52.  Staples and Office Depot are by far the two largest vendors of consumable office
supplies to large B-to-B customers. When large B-to-B customers issue RFPs for the sale and
distribution of office supplies, Staples and Office Depot (including the legacy OfficeMax
business) are usually the two finalists for the business. In fact, Defendants are often the only two
companies that submit a proposal to supply a broad range of consumable office supplies on a
nationwide basis.

53.  The Merger Guidelines and courts measure concentration using the Herfindahl-
Hirschman Index (“HHI”). The HHI is calculated by totaling the squares of the market shares of
every firm in the relevant market. Under the Merger Guidelines, a merger is presumed likely to
create or enhance market power—and is presumptively illegal—when the post-merger HHI
exceeds 2,500 and the merger increases the HHI by more than 200 points.

54.  The market for the sale and distribution of consumable office supplies to large B-
to-B customers is highly concentrated, and the parties control the majority of sales. Post-Merger,
the market would be substantially more highly concentrated than it is today. Post-Merger,
Staples would control more than 70% of this relevant market. The next largest competitor would
possess less than 5% of the relevant market. The Merger would result in a post-Merger HHI of
well over 2,500, and an increase in concentration of well over 200 points. Post-Merger market
concentration would be more than 4900, and would increase HHIs in an already concentrated
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market by well over 200 points. Thus, the Merger would result in concentration above the
amount necessary to establish a presumption of competitive harm.
55. The Merger is presumptively unlawful under relevant case law and the Merger

Guidelines.

ANTICOMPETITIVE EFFECTS: THE MERGER WOULD ELIMINATE VITAL
HEAD-TO-HEAD COMPETITION BETWEEN STAPLES AND OFFICE DEPOT

56. Defendants are each other’s closest competitors. They are the two largest vendors
of consumable office supplies to large B-to-B customers in the United States. The scale and
capabilities of Staples and Office Depot are similarly matched, and are much larger and more
robust than those of the next-largest vendor of consumable office supplies to large B-to-B
customers (a regional office supplies vendor, W.B. Mason).

57. Staples’ and Office Depot’s size allows them to obtain products from
manufacturers at lower prices than other vendors generally can. Both also offer a collection of
distribution services that no other vendor of consumable office supplies can match: a national
footprint with an extensive array of warehouses and distribution centers located across the
country; correspondingly large salesforces; product breadth and depth, including private-label
products; a single point of contact across all of a customer’s locations; a single user interface for
all of a customer’s employees to use that connects to the customer’s procurement and billing
systems; and other significant value-added offerings, such as order tracking, utilization reporting,
and customizable catalogs.

58. Defendants acknowledge that they are each other’s closest competitors. One of

Office Depot’s own documents indicates that “[o]n a national scale, Office Depot’s competition
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1s Staples.” Staples refers to itself as operating in a “2 player national market” and notes that
“[t]here are only two real choices for customers.”

59.  Defendants are often the first and second choices for large B-to-B customers of
consumable office supplies. Defendants predominantly win large B-to-B customers from, and
lose large B-to-B customers to, each other.

60.  Defendants compete aggressively with each other on price and non-price terms to
win and retain the business of large B-to-B customers. Staples and Office Depot frequently must
compete with each other by lowering prices, increasing discounts or rebates, and providing
significant cash incentives to win or keep large B-to-B customer accounts.

61.  Large B-to-B customers benefit from the competition between Defendants.
Among other things, that competition enables customers to pit Staples and Office Depot against
each other to obtain lower prices and better contract terms. Large B-to-B customers switch, or
threaten to switch, their business from Staples to Office Depot, and vice versa, to obtain better
prices, discounts, cash incentives, and other beneficial terms.

62. The following are examples of direct price competition between Staples and

Office Depot for large B-to-B customers:

In November 2014, Office Depot offered a
to secure the business of]
to Staples, who offered

e In March 2014,

. It lost out

, a Fortune 500 company, informed its current

supplier, Office Depot, that it was putting its business out for bid.
and Office Depot discussed the fact that

e In late 2013,_ a Fortune 100 company, decided to

benchmark Staples’ prices against Office Depot’s prices. To avoid losing
- business to Office Deiot, Staples-
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o In the fall 0f 2013, — a Fortune 100 company, informed

Office Depot that it was switching its business to Staples unless-
An internal Office Depot
email explains that

e In 2013, with its contract with Staples expiring, a Fortune

500 company, informed Staples that it was considering Office Depot and
OfficeMax as potential suppliers. Staples* to keep
the business.

e In the fall of 2012, a Fortune 100 healthcare services
provider, ran a reverse auction for office products. Although Staples was
the incumbent, was prepared to switch to Office Depot if
there was not . To keep the
business, Staple

63. The Merger would eliminate this intense head-to-head price competition for large
B-to-B customers. Post-Merger, Staples would face less meaningful competition than it does
today. Consequently, Staples would not need to compete as aggressively on price to win the
business of many large B-to-B customers, and it would be able to price at higher levels.

64. Staples and Office Depot also compete aggressively on non-price terms to win
large B-to-B customers by offering high-quality services. Defendants currently risk losing
business to each other if large B-to-B customers perceive one Defendant’s service inferior or
lacking. After the Merger, Staples would face substantially less competition for large B-to-B
customers, and would have less incentive to improve, or even maintain, its current level of
service to win or keep business.

65. Retail stores and internet websites directed at retail consumers are not viable

alternatives for most large B-to-B customers. Such retailers cannot provide the level of pricing
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or service that office supplies vendors such as Respondents provide and that large B-to-B
customers require.

66.  Wholesale suppliers of office supplies are not meaningful alternatives for most
large B-to-B customers because wholesalers generally sell only for resale, not to businesses for
their own use. Even when wholesalers work with independent vendors to distribute to
customers, those wholesaler-vendor partnerships cannot provide the level of pricing or service
that office supplies vendors like Respondents provide and that large B-to-B customers require.

67. Manufacturers of consumable office supplies are not a viable distribution option
for most large B-to-B customers’ consumable office supplies needs. Given the breadth of office
supplies large B-to-B customers buy, such customers would have to purchase from a large
number of different manufacturers to cover their employees’ needs. Such purchasing would be
highly inefficient, costly, and not practicable for most large customers. Moreover, manufacturers
of consumable office supplies generally sell only in very large quantities, generally far larger
than a B-to-B customer would purchase for its own use. As a result, manufacturers of
consumable office supplies generally do not sell their products directly to customers buying for
their own end-use and not for resale.

68.  Other office supplies vendors, such as Amazon Business, regional vendors such
as W.B. Mason, distribution consortia, and distributors of adjacency products, such as
janitorial/sanitation products or breakroom supplies, generally have some combination of higher
costs and thus higher prices, limited geographic footprints, and/or logistical and coordination
challenges for large B-to-B customers. As a result, they do not meaningfully constrain

Defendants exercise of market power Post-Merger.
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LACK OF COUNTERVAILING FACTORS

69. Defendants cannot demonstrate that new entry or expansion by existing firms
would be timely, likely, or sufficient to offset the anticompetitive effects of the Merger.

70. A firm seeking to enter or expand in the market for the sale and distribution of
consumable office supplies to large B-to-B customers, many of whom operate nationally or in
multiple regions of the country, would face significant barriers to success.

71.  One key obstacle to expansion by regional firms or consortia is having the
geographic footprint to serve large B-to-B customers, many of which operate nationally or in
multiple regions of the country. Creating a national distribution network anywhere close to that
offered by Staples or Office Depot would be time and resource intensive.

72.  The next-largest vendor of consumable office supplies after the Defendants, W.B.

Mason, operates only in 13 states, primarily in the Northeast. ||| G

73.  Other vendors of consumable office supplies are many years and significant
capital investments away from being in a position to replace the competition that Office Depot
currently provides to Staples, even assuming those other vendors were likely to expand their
geographic footprints.

74.  Additionally, entrants must develop sophisticated IT systems that large B-to-B
customers expect, to allow customized ordering systems that interface with the customer’s
procurement, billing, and utilization tracking systems. Such systems are costly to develop and
maintain.

75. Large B-to-B customers also value having a relationship with an experienced
sales representative that understands their particular needs. Thus, vendors seeking to enter or

expand must recruit and hire a competent and experienced salesforce that can serve customers in
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multiple regions of the country. To hire enough sales representative to enter or expand on a
sufficient scale to constrain the merged firm in multiple regions or nationally would take a
significant amount of time and effort, particularly in light of non-competition and non-
solicitation agreements that incumbent vendors have with their employees.

76. Entrants also must overcome reputational barriers to entry and Defendants’ strong
incumbency advantage. A significant percentage of RFPs are won by incumbent vendors—and
often one of the Defendants.

77. Defendants cannot demonstrate cognizable efficiencies that would be sufficient to
rebut the strong presumption and evidence that the Merger likely would substantially lessen

competition in the relevant market.

LIKELIHOOD OF SUCCESS ON THE MERITS,
BALANCE OF EQUITIES, AND NEED FOR RELIEF

78. Section 13(b) of the FTC Act, 15 U.S.C. § 53(b), authorizes the Commission,
whenever it has reason to believe that a proposed merger is unlawful, to seek preliminary
injunctive relief to prevent consummation of a merger until the Commission has had an
opportunity to adjudicate the merger’s legality in an administrative proceeding. In deciding
whether to grant relief, the Court must balance the likelihood of the Commission’s ultimate
success on the merits against the public equities. The principal public equity weighing in favor
of issuance of preliminary injunctive relief is the public interest in effective enforcement of the
antitrust laws. Private equities affecting only Defendants’ interest cannot defeat a preliminary
injunction.

79.  The Commission is likely to succeed in proving that the effect of the Merger may

be substantially to lessen competition or tend to create a monopoly in violation of Section 7 of
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the Clayton Act, 15 U.S.C. § 18, or Section 5 of the FTC Act, 15 U.S.C § 45. In particular, the

Commission is likely to succeed in demonstrating, among other things, that:

a.

The Merger would have anticompetitive effects in the market for the sale
of consumable office supplies to large B-to-B customers;

Substantial and effective entry or expansion in these markets is difficult
and would not be timely, likely, or sufficient to offset the anticompetitive
effects of the Merger; and

The efficiencies asserted by Defendants are insufficient as a matter of law

to justify the Merger.

80. Preliminary relief is warranted and necessary. Should the Commission rule, after

the full administrative trial, that the Merger is unlawful, reestablishing the status quo ante of

vigorous competition between Staples and Office Depot would be difficult, if not impossible, if

the Merger has already occurred in the absence of preliminary relief. Moreover, in the absence

of relief from this Court, substantial harm to competition would likely occur in the interim, even

if suitable divestiture remedies were obtained later.

81.  Accordingly, the equitable relief requested here is in the public interest.

Wherefore, the Commission respectfully requests that the Court:

1.

Temporarily restrain and preliminarily enjoin Defendants from taking any
further steps to consummate the Merger, or any other acquisition of stock,
assets, or other interests of one another, either directly or indirectly;
Retain jurisdiction and maintain the status quo until the administrative

proceeding that the Commission has initiated is concluded; and
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3. Award such other and further relief as the Court may determine is

appropriate, just, and proper.

24
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IN THE UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF COLUMBIA

FEDERAL TRADE COMMISSION, et al.,
Plaintiffs,
. Civil Action No. 1119 -cv-02 115§
STAPLES, INC. and
OFFICE DEPOT, INC.,
Defendants.

[FROPOSED] TEMPORARY RESTRAINING ORDER

WHEREAS, Plaintiff, the Federal Trade Commission (the “Commission”), filed its
Complaint in this matter on December 7, 2015, seeking, among other reli;.f, a temporary
restraining order and preliminary injunction enjoining Staples, Inc. from acquiring Office Depot,
Inc. (the “Proposed Merger™); and

WHEREAS, in the absence of temporary relief, Defendant Staples, Inc. would be free to
consummate the proposed acquisition as of 12:01 a.m. on December 9, 2015; and

WHEREAS, the parties have agreed that Defendants will not consummate the proposed
merger until four business days after the Court rules on the Commission’s motion for a
preliminary injunction, pursuant to Section 13(b) of the Federal Trade Commission Act,

15 U.S.C. § 53(b);

NOW, THEREFORE, IT IS

ORDERED, that Staples, Iric. and Office Depot, Inc. shall not consummate the Proposed
Merger, or otherwise effect a combination of Staples, Inc. and Office Depot, Inc., until four

business days after the Court rules on the Commission’s motion for a preliminary injunction,
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pursuant to Section 13(b) of the Federal Trade Commission Act, 15 U.S.C. § 53(b); and it is
further

ORDERED, that in connection with the paragraph immediately above, Staples, Inc. and
Office Depot, Inc. shall take any and all necessary steps to prevent any of their officers,
directors, domestic or foreign agents, divisions, subsidiaries, affiliates, partnerships, or joint
ventures from consummating, directly or indirectly, any such merger, or otherwise effecting any
combination between Staples, Inc. and Office Depot, Inc.; and it is further

ORDERED, that the parties shall appear before this Court at Courtroom No.%, on the

13 day of December 2015, at /p.m. for a status conference.

ISSUED this__ D dayof Pecember o415 4 535 m m>

SO ORDERED, this 8 day of Decem

United States District Court Judge
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UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF COLUMBIA

FEDERAL TRADE COMMISSION,
COMMONWEALTH OF PENNSYLVANIA,
AND THE DISTRICT OF

COLUMBIA,

Plaintiffs,
Civil Action No.15-2115 (EGS)
V.

STAPLES, INC. and
OFFICE DEPOT, INC.

Defendants.

(@) o "o/ \o/ o/ o/ o/ o/ 7 7 o/ o/

RDER

This matter comes before the Court on the Federal Trade
Commission, the Commonwealth of Pennsylvania, and the District
of Columbia’s (collectively “Plaintiffs”) motion to enjoin the
proposed merger of Defendant Staples, Inc. (“Staples™) with
Defendant Office Depot, Inc. (““Office Depot”) (collectively
“Defendants™), under Section 13(b) of the Federal Trade
Commission Act, 15 U.S.C. 8 53(b). After considering the
extensive record and the parties” legal arguments, the Court

finds that Plaintiffs have met their burden of showing that

there i1s a reasonable probability that the proposed merger will

substantially impair competition in the sale and distribution of

consumable office supplies to large Business-to-Business
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customers. Plaintiffs have also carried their burden of showing
that a preliminary injunction of Defendants” proposed merger 1is
in the public interest and that the equities weigh in favor of
injunctive relief. The Court’s reasoning is set forth in a
Memorandum Opinion, which will be published under seal to the
parties on Wednesday, May 11, 2016.1

Accordingly it is hereby ORDERED that:

1. Plaintiffs” motion for a preliminary injunction enjoining
the merger between Staples and Office Depot is GRANTED;

2. Staples and Office Depot are hereby enjoined and
restrained, under Section 13(b) of the Federal Trade
Commission Act, 15 U.S.C. 8§ 53(b), from completing the
proposed merger, or otherwise effecting a combination of
Staples and Office Depot until the completion of the
administrative proceedings evaluating the proposed
transaction now pending before the FTC;

3. Defendants shall take any and all necessary steps to
prevent any of their officers, directors, domestic or
foreign agents, divisions, subsidiaries, affiliates,
partnerships, or joint ventures from consummating,
directly or indirectly, any such merger, or otherwise
effectuate any combination between Defendant Staples and
Defendant Office Depot;

1 Because the Memorandum Opinion contains competitively sensitive
information of Defendants and third parties, the Court will

issue the Memorandum Opinion under seal to allow the parties to
propose redactions. The parties shall meet and confer and
present to the Court proposed redactions to the Memorandum
Opinion no later than 12:00 p.m. Monday, May 16, 2016.

After considering the proposed redactions, the Court will issue
a public version of the Memorandum Opinion.

2
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4. Defendants are directed to maintain the status quo until
(1) the completion of all legal proceedings by the FTC
challenging the transaction, including all appeals, or
(2) further order of the COURT, including upon the
request of the FTC, before completion of such legal
proceedings;

5. This Court shall retain jurisdiction of this matter for
all purposes and for the full duration of this Order, as
provided in the previous paragraph.

SO ORDERED.

Signed: Emmet G. Sullivan
United States District Judge
May 10, 2016
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UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF COLUMBIA

FEDERAL TRADE COMMISSION,
COMMONWEALTH OF PENNSYLVANIA,
AND THE DISTRICT OF

COLUMBIA,

Plaintiffs,
Civil Action No.15-2115 (EGS)

Ve

STAPLES, INC. and
OFFICE DEPOT, INC.,

Defendants.

e et et it i i e e s A e s e e s Nt e

MEMORANDUM OPINION

I. Introduction

Drawing an analogy to the fate of penguins whose destinies
appear doomed in the face of uncertain environmental changes,
Defendant Staples Inc. (“Staples”) and Defendant Office Depot,
Inc. (“Office Depot”) (collectively “Defendants”) argue'they are
like “penguins on a melting iceberg,” struggling to survive in
an increasingly digitized world and an office-supply industry
soon to be revolutionized by new entrants like Amazon Business.
Prelim. Inj. Hrg Tr. (“Hrg Tr.”) 60:15 (Opening Statement of
Diane Sullivan, Esqg.). Charged with enforcing antitrust laws for
the benefit of American consumers, the Federal Trade Commission

(“FTC”) and its .co-plaintiffs, the Commonwealth of Pennsylvania
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and the District of Columbia, commenced this action in an effort
to block Defendants’ proposed merger and alleged that the merger
would “eliminat[e] direct competition between Staples and Office
Depot” resulting in “significant harm” to large businesses that
purchase office supplies for their own use. Compl., Docket No. 3
at 9 4. The survival of Staples’ proposed acquisition of Office
Depot hinges on two critical issues: (1) the reliability of
Plaintiffs’ market definition and market share analysis; and

(2) the likelihood that the competition resulting from new
market entrants like Amazon Business will be timely and
sufficient to restore competition lost as a result of the
merger.

Subsequent to Defendants’ announcement in February 2015 of
their intent to merge, the FTC began an approximate year-long
investigation into the $6.3 billion merger and its likely
effects onlcompetition. Defs;’ Proposed Findings of Fact and
Conclusions of Law (“Defs.’ FOF”) 9 58. On December 7, 2015, by
a unanimous vote, the FTC Commissioners found reason to believe
that the proposed merger would substantially reduce competition
in violation of Section 7 of the Clayton Act and Section 5 of
the FTC Act. Compl. 9 34. That same day, Plaintiffs commenced
this action seeking a preliminary injunction pursuant to Section

13(b) of the FTC Act, 15 U.S.C. § 53 (b) to enjoin the proposed
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merger until the FTC’s administrative proceedings are complete.
Pls.’ Mot. Prelim. Inj., Docket No. 5 at 1.

This antitrust case involved an extraordinary amount of
work. As a result of the FTC’s investigation and seven weeks of
discovery, more than fifteen million pages of documents were
produced, more than seventy depositions around the country were
taken, and five expert reports were completed. Defs.’ FOF q 60.
The Court presided over an evidentiary hearing and heard
testimony from ten witnesses from March 21, 2016 to April 5,
2016. Id. Nearly 4,000 exhibits were admitted into evidence. Id.
9 61. Despite onerous time constraints created by the nature of
this unique litigation, lawyers for the parties and non-parties
completed this work with civility and professionalism while
demonstrating the highest level of sophistication and competency
in their written and oral advocacy.! The Court commends the

lawyérs and the paraleéals for their outétanding work.?2

1 Defendants requested an expedited decision by no later than a
date certain so that financing could be secured to hold their
deal together. December 17, 2015 Tr., Docket 107 at 39. The
Court committed to ruling on the merits of this controversy by
no later than May 10, 2016. Id.

2As the Court stated during the hearing: “Let me extend my
appreciation to [the paralegals]. They’re the unsung heroes and
never get the credit that they deserve. I know how hard you work
to make us look good, I know that. So on behalf of everyone, .
thank you very much.” Hrg Tr. 158:8-13.
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At the conclusion of Plaintiffs’ case, Defendants chose not
to present any fact or expert witnesses, arguing that Plaintiffs
failed to establish their prima facie case. Hrg Tr. 2889:20-25
(Ms. Sullivan: “It’s going to be the defendants’ position that
we’re going to rest on the record as it exists, so there’ll be
no need for additional evidence or rebuttal.”). And, although
entitled to a trial on the merits before an Administrative Law
Judge at the FTC, Defendants indicated that they will not
proceed with the merger if Plaintiffs’ motion is granted. Hrg
Tr. at 3034:18-22; Defs.’ FOF q 17.3

Upon consideration of the evidence presented during the
hearing, the parties’ proposed findings of fact and conclusions
of law, and the relevant legal authority, the Court concludes
that the Plaintiffs have established their prima facie case by
demonstrating that Defendants’ proposed merger is likely to
e competition in She Eneteese ke B (“B-to-B”)

contract space for office supplies. Defendants’ response relies

3 As the Court expressed many times during these proceedings, the
lack of meaningful appellate review on the merits is an
unfortunate reality of antitrust statutes. Because the
administrative process before the FTC is so time consuming, most
corporations, like Defendants in this case, cannot secure
financing to keep the deal together pending the administrative
trial on the merits. See, e.g. FTC v. Sysco Corporation, 113 F.
Supp. 3d 1, 15 (2015) (noting that the Defendants announced that
they will not proceed with the merger if the Court grants the
requested injunction.)
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in large part on the prospect that Amazon Business will replace
any competition lost because of the merger. Although Amazon
Business may transform how some businesses purchase office
supplies, the evidence presented during the hearing fell short
of establishing that Amazon Business is likely to restore lost
competition in the B-to-B space in a timely and sufficient
manner. For the reasons discussed in Section IV infra,
Plaintiffs’ Motion for Preliminary Injunction is GRANTED.1

In Section II of this Memorandum Opinion, the Court sets
forth important background information, including many critical
findings of fact underpinning the Court’s analysis. Section III
establishes the relevant legal standard pursuant to the Clayton
Act. The Court’s analysis in Section IV proceeds as follows:
(A) legal principles considered when defining a relevant market;
(B) application of legal principles to Plaintiffs’ market
definition; (C) Defendants’ argﬁmenté in oppositién to
Plaintiffs’ alleged market; (D) conclusions regarding the

relevant market; (E) analysis of the Plaintiffs’ arguments

4The Court appreciates the tremendous amount of time, money
and effort Defendants put into this case, and understands that
they genuinely believe this merger would be best for their
companies, the industry and the public. While the Court’s
decision is surely a great disappointment to Defendants, the
Court is optimistic that Defendants will find ways to innovate,

evolve and remain relevant in the rapidly changing office supply

industry.
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relating to the probable effects on competition based on market
share calculations; (F) Defendants’ arguments in opposition to
Plaintiffs’ market share calculations; (G) conclusions regarding
Plaintiffs’ market share; (H) Plaintiffs’ evidence of additional
harm; (I) Defendants’ response to Plaintiffs’ prima facie case;
and (J) weighing the equities. In Section V, the Court concludes
that the proposed merger must be enjoined due to the likelihood
of anticompetitive effects that would result were the merger to
be consummated.
ITI. Background

A. Overview

Every day millions of employees throughout the United
States utilize office supplies in the course of their daily
work. To sustain employees’ use of pens, Post-it notes and
paperclips, large companies purchase more than two billion
déllars of office sﬁpplies from Défendants annually.'Hrngr.
10:23-24, (Opening Statement of Tara Reinhart, Esqg.). Companies
that purchase office supplies for their own use operate in what
the industry refers to as the B-to-B space. B-to-B customers
prefer to work with one vendor that can meet all of the
companies’ office supply needs. Hrg Tr. at 204:1-20 (Gregg
O’'Neill, Category Manager for Workplace Services at American
Electric Power (“AEP”) testifying that because the company

spends two million dollars on office supplies, its leverage with
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one vendor is greater than it would be if it utilized twenty
vendors); Id. at 1617:1-1618:4 (Léo J. Meehan, III, CEO of WB
Mason testifying about the benefits of utilizing one primary
vendor, includihg lower prices, growth rebates, assistance with
controlling leakage, etc.).

To establish a primary vendor relationship, companies in
the B-to-B space request proposals from national suppliers like
Staples and Office Depot. See e.g., Hrg Tr. (AEP) 194: 10-
195:16. The request for proposal (“RFP”) process typically
results in a multi-year contract with a primary vendor that
guarantees prices for specific items, includes an upfront lump-
sum rebate, and a host of other services. Pls.’ Proposed
Findings of Fact and Conclusions of Law (“Pls.’ FOF”) 99 41-46.
Because the office supplies consumed by large companies are
voluminous, such companies typically pay only half the price for
basic subblies as compared‘to the average regail consumer.
Plaintiffs’ Exhibit (“PX”) 06100, Pls.’ Expert Dr. Carl

Shapiro’s Report (“Shapiro Report”) at 019.5

5 Dr. Shapiro, Plaintiffs’ expert economist, is a Professor of
Business Strategy at the Haas School of Business at the
University of California at Berkeley. Shapiro Expert Report
(“Shapiro Report”), PX06100-003. In addition to teaching, Dr.
Shapiro has served in government in various capacities during
his professional career, including as a member of the
President’s Council of Economic Advisers from 2011 to 2012, and
as an advisor at the Department of Justice from 1995 to 1996 and
again from 2009 to 2011. Id. Dr. Shapiro testifies for
Plaintiffs and Defendants in antitrust matters. Id.

7
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B. Defendants Staples and Office Depot

Established as big-box retail stores in the 1980s,
Defendants are the primary B-to-B office supply vendors in the
United States today. Hrg Tr. 59. Plaintiffs allege that
Defendants sell and distribute upwards of seventy-nine percent
of office supplies in the B-to-B space. Hrg Tr. 20-21. Since the
2013 merger of Office Depot and Office Max, Defendants
consistently engage in head-to-head competition with each other
for B-to-B contracts. See, e.g., PX04322 Staples (“SPLS")
001 (identifying only Office Depot as “Key Competitor([]”).

Staples and Office Depot are publicly traded corporations.
Compl. 99 29 and 30. Staples is the largest office supplier of
consumable office supplies to large B-to-B customers in the
United States and operates in three business segments: (1) North
American stores and online sales; (2) North American commercial;
and (3) internafional operations. Id. 9 29. In fiscél year 2014,
Staples generated $22.5 billion in sales, with more than half of
all sales coming from office supplies. Id. In fiscal year 2013,
34.8 percent of Staples’ total revenue came from the North
American commercial segment. Id.

Office Depot is the second largest office supplier of
consumable office supplies to large B-to-B customers in the
Unites States. Id. 1 30. Like Staples, Office Depot operates in

similar business segments: (1) North America retail; (2) North
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American business solutions; and (3) an international division.
Id. In fiscal year 2014, Office Depot made $16.1 billion in
revenue, with nearly half of those sales coming from office
supplies and 37.4 percent of overall sales from B-to-B business.
Id.

Staples’ “commercial” and Office Depot’s “business
solutions” segments focus on the B-to-B contracts at issue in
this case. While both companies serve businesses of all sizes,
this case focuses on large B-to-B customers, defined by
Plaintiffs as those that spend $500,000 6r more per year on
office supplies. Hrg Tr. 30:4-6. Approximately 1200 corporations
in the United States are'incluqed in this alleged relevant
market. Hrg Tr. 2473:17-18.

C. FTC Investigation

On February 4, 2015, Defendants entered into a merger
égréement in which'Stables would acquire.Office Depot fér a
combination of cash and Staples’ stock. Compl. I 32. Shortly
after the merger was announced, the FTC launched an
investigation into the competitive effects of the proposed
merger. Defs.’ FOF 9 58. Ultimately, the FTC commissioners filed
an administrative complaint before an FTC Administrative Law
Judge (“ALJ”) and also authorized the Plaintiffs to seek a
preliminary injunction to prevent the Defendants from

consummating the merger to maintain the status guo pending a
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full hearing on the merits. Compl. ¥ 34. Plaintiffs filed this
suit the same day: Pls.’ Mot. Prelim. Inj.

D. Regional and local vendors

Regional and  local office supply vendors exist throughout
the country. Hrg Tr. 84:2. However, they typically do not bid
for large B-to-B contracts. Hrg Tr. 907:7-14 (James Moise,
Senior Vice President and Chief Sourcing Officer for Fifth Third
Bank testifying that regional suppliers Office Essentials and WB
Mason declined to bid on their RFP); Hrg Tr. 1941:18-20 (Leonard
Allen Wright, Vice President of Strategic Sourcing for Health
Trust Purchasing Group (“HPG”) noting that neither WB Mason nor
MyOfficeProducts could meet HPG’s needs nationwide). When
regional office supply vendors compete for large RFPs, they are
rarely awarded the contract. PX02138 (Sears (Realogy) Dep. 156:
15-21, 191:6-17) (“. . . I was concerned about [WB Mason’s]
ability tolservice the entiré country 7 & o Epes

WB Mason is a regional supplier that targets its business
to thirteen northeastern states plus the District of Columbia
(known in the industry as “Masonville”). Id. WB Mason “ranks a
distant third” behind Staples and Office Depot. PX03021-002,
Meehan Decl. 6. In fiscal year 2015, WB Mason generated
approximately $1.4 billion in total revenue. Id. WB Mason has no
customers in the Fortune 100 and only nine in the Fortune 1000.

Hrg Tr. 1611:21-1611:24. According to WB Mason’s CEO, Leo

10
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Meehan, “Staples and Office Depot are the only consumable office
supplies vendors that meet the needs of most large B2B
customers] across the entire country, or even most of it.”
Meehan Decl. 1 19.

WB Mason recently abandoned a plap to expand ﬂationwide.

Hrg Tr. 1672 (Mr. Meehan: “And then I just got cold feet about

hearing if WB Mason would accept a divestiture of cash assets
from the Defendants to cover the expensés of nationwide
expansion, Mr. Meehan would not qommit to accepting such a
proposal. Id. 1790 (Mr. Meehan: “I don’t know if I would. That’s
a big challenge.”).

E. Amazon Business

Amazon.com Inc.’s (“Amazon”) effort to compete in the
office supply indﬁstry, including thé B-to-B space, istmazon
Business. Amazon began exploring how to target companies’
procurement of office supplies more than fourteen years ago.
PX02166, Mendelson Dep. 178:24-179:7; Hrg Tr. 525:10-526:10. In
2002, Amazon launched an “office product store at Amazon.com,” a
cooperative effort with Office Depot. Mendelson Dep. 178:24-
179:7. In 2007, Amazon launched the All Business Center. Id.

175:18-176:21. In April 2012, Amazon launched Amazon Supply, a
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marketplace for selling a variety of products, including office
supplies to business customers. Hrg Tr. 524:3-4.

Amazon Business was launched just over one year ago, in
April 2015. Amazon Business is'a “top priority” for Amazon, Hrg
Tr. 659:17-20, and a “must win” opportunity. Id. 660:8-14. In
2016, Amazon Business forecasts making $_ profit.
Defendants’ Exhibit (“DX”) 05038. By Y020, Amazon Business’s
forecasts estimate $- revenue, _ percent

(_) coming from the sale of basic office
supplies. Hrg Tr. 719:25 - 720:3, 856: 5-16. _

- Hrg Tr. 573:3-574:24.

Although in its infancy, Amazon’s vision is for Amazon

Business to be the “preferred marketplace for all professional,
business and institutional customers worldwide.” DX00030 at 1.
Amazon Business has several undisputed strengths: tremendous
brand recognition, a user-friendly marketplace, cutting edge
technological innovation, and global reach.® Hrg Tr. 663:13 (Vice

President of Amazon Business, Prentis Wilson: “We actually don’t

6 Amazon’s marketplace is an online shopping experience where
customers can browse for items and make online purchases. Hrg
Tr. 552. Amazon makes approximately half of all sales through
the marketplace. Id. Millions of other companies—“third-party
sellers, “—make the remaining sales through the marketplace. Id.

12
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worry a lot about our competitors. Our focus has been on serving
our customers.”). Amazon Business also has several weaknesses
with regard to its entry into the B-to-B space. One weakness is
that Amazon Business is inexperienced in the RFP process. Amazon
Business has not bid on many RFPs and has yet to win a primary
vendor contract. Hrg Tr. 551:11-13 (“Q: Has Amazon Business ever
won an RFP for the role as primary supplier of office supplies?
A: No.”). Amazon Business’ marketplace model is also at odds
with the B-to-B industry because half of the sales made through
the marketplace are from independent third-party sellers over
whom Amazon Business has no control. Hrg Tr. 843: 7-9 (“Q: You
have no plans to force the third parties to offer particular
prices? A: No, we’ll never do that. No.”).
ITTI. Legal Standards

A. The Clayton Act

Section 7 of the Clayton Aét prohibits mergers or
acquisitions “the effect of [which] may be substantially to
lessen competition, or to tend to create a monopoly,” in any
“line of commerce or in any activity affecting commerce in any
section of the country.” 15 U.S.C. § 18. When the FTC has
“reason to believe that a corporation is violating, or is about
to violate, Section 7 of the Clayton Act,” it may seek a
preliminary injunction under Section 13(b) of the FTC Act to

“prevent a merger pending the Commission’s administrative

13
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adjudication of the merger’s legality.” FTC v. Staples, Inc.,
970 F. Supp. 1066, 1070 (DiD.C. 1997) (eciting 15 U.S.C. §
53(b)); see also Brown Shoe v. U.S., 370 U.S. 294, 317 (1962)
(“Congress saw the process of concentration in American business
as a dynamic force; it sought to ensure the Federal Trade
Commission and the courts the power to brake this force
before it gathered momentum.”) “Section 13(b) provides for the
grant of a preliminary injunction where such action would be in
the public interest—as determined by a weighing of the equities
and a consideration of the Commission’s likelihood of success on
the merits.” FTC v. Heinz Co., 246 F.3d 708, 714 (D.C. Cir.
2001) (elting 15 U.S5.C. § 53 (b)) .
B. Section 13(b) Standard for Preliminary Injunction

The standard for a preliminary injunction under Section 13 (b)
requires plaintiffs to show: (1) a likelihood of success on the
mérits; and (2) thatuthe equities tip in favor of injuncfive
relief. FTC v. Cardinal Health, 12 F. Supp. 2d 34, 44 (D.D.C.
1998) .7 To establish a likelihood of success on the merits, the
government must show that “there is a reasonable probability

that the challenged transaction will substantially impair

7 In contrast, the typical preliminary injunction standard
requires a plaintiff to show: (1) irreparable harm; (2)
probability of success on the merits; and (3) a balance of
equities favoring the plaintiff. FTC v. Sysco Corporation, 113
F. Supp. 3d 1, 22 (2015) (citing Heinz, 246 F.3d at 714)).

14
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competition.” Staples, 970 F. Supp. at 1072 (citation omitted)
(internal quotation marks omitted). “Proof of actual’
anticompetitive effects is not required; instead, the FTC must
show an. apprecigble danger of future coordinated intéraction
based on predictive judgment.” FTC v. Arch Coal, Inc., 329 F.
Supp. 2d 109, 116 (D.D.C. 2004) (internal quotations omitted).

The Court’s task, . therefore, is to “measure the probability
that, after an administrative hearing on the merits, the
Commission will succeed in proving that the effect of the
[proposed] merger ‘may be substantially to lessen competition,
or tend to create a monopoly’ in violation of Section 7 of the
Clayton Act.’” Heinz, 246 F.3d at 714 (quoting 15 U.S.C. § 18).
This standard is satisfied if the FTC raises questions going to
the merits “so serious, substantial, difficult and doubtful as
to make them fair ground for thorough investigation, study,
deliberafion and détermination by the FTC in £he first instance
and ultimately by the Court of Appeals.” Id. at 714-15
(citations omitted) (internal quotation marks omitted). As
reflected by this standard, Congress’ concern regarding
potentially anticompetitive mergers was with “probabilities, not
certainties.” Brown Shoe Co., 370 U.S. at 323 (other citations
omitted) .

In sum, the Court “must balance the likelihood of the FTC’s

success against the equities, under a sliding scale.” F.T.C. v.

15
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Whole Foods Market, Inc., 548 F.3d 1028, 1035 (D.C. Cir. 2008).
The equities or “public interest” in the antitrust context
include: “ (1) the public interest in effectively enforcing
antitrust laws, and (2) the public interest in ensuring that the
FTC has the ability to order effective relief if it succeeds at
the merits trial.” Sysco, 113 F. Supp. 3d at 86.

Nevertheless, “[t]he issuance of a preliminary injunction
prior to a full trial on the merits is an extraordinary and
drastic remedy.” FTC v. Exxon Corp., 636 F.2d 1336, 1343 (D.C.
Cir. 1980) (citations omitted) (internal quotation marks
omitted). The government must come forward with rigorous proof
to block a proposed merger because “the issuance of a
preliminary injunction blocking an acquisition or merger may
prevent the transaction from ever being consummated.” Id.

C. Baker Hughes Burden-Shifting Framework

Tn GRited Stabes w. Baker Hugheé, Inc., 908 F.2d 581, 982-83
(D.C. Cir. 1990), the U.S. Court of Appeals for the D.C. Circuit
established a burden-shifting framework for evéluating the FTC’s
likelihood of success on the merits. See Heinz, 246 F.3d at 715.
The government bears the initial burden of showing the merger
would result in “undue concentration in the market for a
particular product in a particular geographic area.” Baker
Hughes, 908 F.2d at 982. Showing that the merger would result in

a single entity controlling such a large percentage of the

16
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relevant market so as to significantly increase the
concentration of firms in that market entitles the government to
a presumption that the merger will substantially lessen
competition. Id.

The burden then shifts to the defendants to rebut the
presumption by offering proof that “the market-share statistics
([give] an inaccugate account of the [merger’s] probable effects
on competition in the relevant market.” Heinz, 246 F.3d at 715
(quoting United States v. Citizens & S. Nat’l Bank, 422 U.S. 86
(1975) (alterations in original)). “The more compelling the
prima facie case, the more evidence the defendant must present
to rebut it successfully.” Baker Hughes, 908 F.2d at 991. “A
defendant can make the required showing by affirmatively showing
why a given transaction is unlikely to substantially lessen
competition, or by discrediting the data underlying the initial
presﬁmption iﬁ the govérnment’s’favor.” fd. |

“If the defendant successfully rebuts the presumption, the
burden of producing additional evidence of anticompetitive
effect shifts to the government, and merges with the ultimate
burden of persuasion, which remains with the government at all
times.” Id. at 983. “[A] failure of proof in any respect will
mean the transaction should not be enjoined.” Arch Coal, 329 F.

Supp- 2d at 116. The court must also weigh the equities, but if
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the FTC is unable to demonstrate a likelihood of success on the
merits, the equities alone cannot justify an injunction. Id.

IV. Discussion

The Court’s analysis proceeds as follows: (A) legal
principles considered when defining a relevant market;
(B) application of legal principles to Plaintiffs’ market
definition; (C) Defendants’ arguments in opposition to
Plaintiffs’ alleged market; (D) conclusions regarding the
relevant market; (E) analysis of the Plaintiffs’ arguments
relating to the probable effects on competition based on market
share calculations; (F) Defendants’ arguments in opposition to
Plaintiffs’ market share calculations; (G) conclusions regarding
Plaintiffs’ market share; (H) Plaintiffs’ evidence of additional
harm; (I) Defendants’ response to Plaintiffs’ prima facie case;
and (J) weighing the equities.

A. Legalzprinciples considéred when defining é relevant market
As discussed supra, the burden is on the Plaintiffs to show
that the merger would result in a single entity controlling such
a large percentage of the relevant market that concentration is

significantly increased and competition is lessened. See e.g.
Baker Hughes, 208 F.2d at 982. To consider whether the proposed
merger may have anticompetitive effects, the Court must first
define the relevant market based on evidence proffered at the

evidentiary hearing. See United States v. Marine Bancorp., 418
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U.S. 602, 618 (1974) (Market definition is a “‘necessary
predicate’ to deciding whether a merger contravenes the Clayton
Act.”). Examination of the particular market, including its
structure, history and probable future, is necessary to “provide
the appropriate setting for judging the probable anticompetitive
effects of the merger.” FTC v. Arch Coal, Inc., 329 F. Supp. 2d
at 116 (quoting Brown Shoe at 322 n. 28); see also United States
v. General Dynamic, 415 U.S. 486, 498 (1974). “Defining the
relevant market is critical in an antitrust case because the
legality of the proposed merger [] in question almost always
depends on the market power of the parties involved.” Cardinal
Health, Inc., 12 F. Supp. 2d at 45.

Two components are considered when defining a relevant market:
(1) the geographic area where Defendants compete; and (2) the
products and services with which the defendants’ products
‘compéte. Arch Coal; Iné., 329 F. Supﬁ. 2d. at 119. The'parties
agree that the United States is the relevant geographic market.
Hrg Tr. (Shapiro) 2151:23-2152:4; see also Orszag Dep. 155:15-
19.8 The parties vigorously disagree, however, about how the

relevant product market should be defined.

8 Defendants’ economic expert, Johnathan Orszag, produced several
expert reports for Defendants but was not called to testify.
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The Supreme Court in Brown Shoe established the basic rule
for defining a product market: “The outer boundaries of a
product market are determined by the reasonable
interchangeability of use or the cross-elasticity of demand
between the product itself and substitutes for it.” Brown Shoe,
370 U.S. at 325. In other words, a product market includes all
goods that are reasonable substitutes, even where the products
are not entirely the same. Two factors contribute to an analysis
of whether goods are “reasonable substitutes”: (1) functional
interchangeability; and (2) cross-elasticity of demand. See
e.g., Sysco, 113 F. Supp: 3d at 25-26.

As the following discussion demonstrates, the concepts of
cluster and targeted markets are critical to defining the market
in this case.

a. Consumable office supplies as cluster market

Cluster markets allow items that are not substitutes for
each other to be clustered together in one antitrust market for
analytical convenience. Shapiro Report at 007 (noting that
cluster markets are “commonly used by antitrust economists.”)
The Supreme Court has made clear that “([w]e see no barrier to
combining in a single market a number of different products or
services where that combination reflects commercial realities.”

United States v. Grinnell Corp., 384 U.S. 563, 572 (1966).
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Here, Plaintiffs allege that items such as pens, file
folders, Post-it noteés, binder clips, and paper for copiers and
printers are included in this cluster market. Compl. 99 36-37.
Although a pen is not a functional substitute for a paperclip,
it is possible to cluster consumable office supplies into one
market for analytical convenience. ProMedica Health Sys., Inc.
v. FTC, 749 F.3d 559, 565-68 (6th Cir. 2014). Defining the
market as a cluster market is justified in this case because
“market shares and competitive conditions are likely to be
similar for the distribution of pens to large customers and the
distribution of binder clips to large customers.” Shapiro Report
at 007; see also PX02167 (Orszag Dep. 91:11-15) (“So, for
example, pens may not often be substitutes for notebooks in the
context of this case, but a cluster market would be the
aggregation of those two and then the analysis of those together
for, as we taiked about earlier,“analytical simpli;ity.”).

b. Large B-to-B customers as target market
Another legai principle relevant to market definition in this
case is the concept of a “targeted” or “price discrimination”
market. According to the Merger Guidelines:

When examining possible adverse competitive effects from

a merger, the Agencies consider whether those effects

vary significantly for different customers purchasing

the same or similar products. Such differential impacts
are possible when sellers can discriminate, e.g., by

profitably raising price to certain targeted customers
but not to others. [..]
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When price discrimination is feasible, adverse

competitive effects on targeted customers can arise,

even if such effects will not arise for other customers.

A price increase for targeted customers may be

profitable even if a price increase for all customers

would not be profitable because too many other customers
would substitute away.

U.S. Dep’t of Justice & FTC Horizontal Merger Guidelines

§3 (2010) (hereinafter Merger Guidelines).?

Defining a market around a targeted consumer, therefore,
requires finding that sellers could “profitably target a subset of
customers for price increases . . .” See Sysco, 113 F. Supp. 3d at
38 (citing Merger Guidelines Section 4.1.4.). This means that there
must be differentiated pricing and limited arbitrage. Dr. Shapiro
concluded that arbitrage is limited here because “it 1is not
practical or attractive for a large customer to purchase indirectly

from or through smaller customers.” Id.

.B. Application of relevant 1legal principles to Plaintiffs’
market definition

The concepts of cluster and targeted markets inform the
Court’s critical consideration when defining the market in this
case: the products and services with which the Defendants’

products compete. Arch Coal, Inc., 329 F. Supp. 2d. at 119. The

% Although the Merger Guidelines are not binding on this Court,
the D.C. Circuit has relied on them for guidance in other merger
cases. Sysco, 113 F. Supp. 3d at 38 (citing Heinz, 246 F.3d at
716 n.9). ' ' ’ "
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parties vigorously disagree on how the market should be defined.
As noted supra, Plaintiffs argue that the relevant mdrket is a
cluster market of “consumable office supplies” which consists of
“an assortment of office supplies, such as pens,. paper clips,
notepads and copy paper, that are used and replenished
frequently.” Compl. 99 36-37. Plaintiffs’ alleged relevant
market is also a targeted market, limited to B-to-B customers,
specifically large B-to-B customers who spend $500,000 or more
on office supplies annually. Hrg Tr. 30:4-6.10

Defendants, on the other hand, argue that Plaintiffs’
alleged market definition is wrong because it is a
“gerrymandered and artificially narrow product market limited to
some, but not all, consumable office supplies sold to only the
most powerful companies in the world.” Defs.’ FOF I 4 (emphasis
in original). In particular, Defendants insist that ink and
tonef mus£ be included'in a‘proper definifion<of the relevaht

product market. Id. 9 101. Defendants also argue that no

10 Tn Plaintiffs’ complaint, they alleged that the relevant
market was limited to large B-to-B customers, including, but not
limited to “those that buy $1 million annually of consumable
office supplies for their own use.” Id. 99 41, 45. For
analytical purposes, Dr. Shapiro drew the line at large B-to-B’s
that spend $500,000 or more on office supplies. Hrg Tr. 2154:16-
2155:14 (Dr. Shapiro noting that 90 percent of Enterprise
customers spend at least $500,000 on office supplies and that
there is no “magic place that’s the right place” to draw the
line, but necessary for practical analytical purposes).

23

110



Case 1:15-cv-02115-EGS Document 455 Filed 05/17/16 Page 24 of 75

evidence supports finding sales to large B-to-B customers as a
distinct market. Id. 9 77.

1. Brown Shoe “Practical Indicia”

The Brown Shoe practical indicia support Plaintiffs’
definition of the relevant product market. The Brown Shoe
“practical indicia” include: (1) industry or public recognition
of the market as a separate economic entity; (2) the product’s
peculiar characteristics and uses; (3) unique production
facilities; (4) distinct customers; (5) distinct prices;

(6) sensitivity to price changes; and (7) specialized vendors.
Brown Shoe, 370 U.S. at 325. Courts routinely rely on the Brown
Shoe factors to define the relevant product market. See, e.g.
Staples, 970 F. Supp. at 1075-80; Cardinal Health, 12 F. Supp.
2d at 46-48; FTC v. Swedish Match, 131 F. Supp. 2d 151, 159-64
(D.D.C. 2000); FTC v. CCC Holdings, 605 F. Supp. 2d 26, 39-44
(D.D.C. 2009); United States w. ¥ & R Blogk, 833 F. Supp.” 2d 36,

51-60 (D.D.C. 2011) .11

11 The Court is aware of the academic observation that “the
rationale for market definition in Brown Shoe was very different
from and at odds with the rationale for market definition in
horizontal merger cases today.” Phillip E. Areeda and Herbert
Hovenkamp, ANTITRUST LAW: AN ANALYSIS OF ANTITRUST PRINCIPLES AND THEIR
APPLICATION at 237 (CCH, Inc. 2015).

Today the concern is that the post-merger firm might be
able to raise prices without causing too much output to
be lost to its rivals. In contrast, the Brown Shoe
concern was that by reducing its price (or improving
quality at the same price), the post-merger firm could
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The most relevant Brown Shoe indicia in this case are:
(a) industry or public recognition of the market as a separate
economic entity; (b) distinct prices and sensitivity to price
changes; and (c) distinct customers that require specialized
vendors that offer value-added services, including:
(i) sophisticated information technology (IT) services;
(ii) high quality customer service; and (iii) expedited
delivery.

a. Industry or public recognition of the alleged market
as a separate economic entity

Vendors in the office supply industry identify customers
according to how much they spend annually and recognize B-to-B
customers as a distinct group. Shapiro Report 006-008. For
example, Staples defines “Enterprise” customers as those who
spend over $1 million per year, “Commercial” customers as those
who spend between $100,000 and $1 million per year, and “mid-
market” customers as those who spend between $6,000 and $100,000
per year. PX04062 (SPLS) at 009; PX04088 (SPLS) at 23. Office
Depot maintains similar categories. PX02002 (Calkins, Office

Depot (“ODP”) IH 85:16-86:7). According to Staples, the $500,000

deprive rivals of output, thus forcing them out
altogether or relegating them to niche markets.

Id. at 240. Nevertheless, the Court finds the Brown Shoe factors
a useful analytical tool, and as Judge Amit P. Mehta recognized
in Sysco, “Brown Shoe remains the law, and this court cannot
ignore its dictates.” Sysco, 113 F. Supp. 3d at n 2.
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spend mark is a “threshold” that requires “closer attention” be
paid to the customer. PX02153 (Mutschler (SPLS) Dep. 56:11-20).

These examples demonstrate that the industry recognizes
large B-to-B customers as a separate economic entity.

b. Distinct prices and a high sensitivity to price
changes

Large B-to-B customers solicit RFPs, requests for
information (“RFI”), requests for quote (“RFQ”), or similar
processes to select their primary office supply vendor. See
e.g., Hrg Tr. (AEP) 194:10-195:16; Hrg Tr. (HPG) 1883, 1915:13-
1916:18. Through these competitive processes, large B-to-B
customers enter into multi-year contracts that typically last
for three to five years. Hrg Tr. at 70, 92. Large B-to-B
customers generally request prices for all items on their core
list of office supplies, particularly those purchased in high
volume. Hrg.Tr. (AEP) 207:19-208:10; (Select Medical) 1012:18-
25; 1112:14-18. The volume of consumable office supplies
purchased by large B-to-B customers allows them to purchase
office supplies for half the price paid by the average retail
consumer. Shapiro Report at 019.

Multi-year contracts with a primary office supply vendor

allow large B-to-B customers to avoid regional price differences

and to lock in prices on core items for several years. Hrg Tr.

(Select Medical) 1023:3-7; (HPG) 1929:8-1931:19. B-to-B
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contracts are not exclusive, which means that B-to-B customers
can buy office supplies off contract at any time without
penalty. See e.g. Hrg Tr. at 411:7-20; 412:9-12; 919:20-25;
1898:24-1900:23. B-to-B customers may seek to amend the items on
their core list and re-negotiate the price for those items.
PX02100 (Heisroth (SPLS) Dep. 92:1-16). B-to-B customers
typically receive a flat percentage discount off published
prices for non-core items. Pls.’ FOF q 52. Upfront payments and
volume discounts also reduce costs for large B-to-B customers.
Hrg Tr. (AEP) 173:1-23; (Meester (Best Buy)) 1320:4-10.

In addition to price, other services are also evaluated,
including delivery and information technology capabilities,
customer service, and more. Hrg Tr. (AEP) 208:12-22; (HPG)
1914:15-1915:10. After evaluating all proposals and selecting
finalists, intense competition between the top two or three
bidders ensues. Hré Tr. (AEP) 209:174210:3. Vendors natﬁrally
seek to charge B-to-B customers the highest price possible,
while the B-to-B customers’ interest in obtaining the lowest
possible price is served by the head-to-head competition among
vendors. PX02002 (Calkins (ODP) IH 305:7-306:8). Large B-to-B
customers possess a tremendous amount of bargaining power. See
e.g. Hrg Tr. 404:3;16; 940:20-941:12.

The bargaining power of large B-to-B customers is enhanced

by their ability to pit Defendants against each other. For
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example, in 2015, Staples was in “a dog fight” with Office Depot
for -’s business, so it offered an additional 1.5 percent

volume rebate. PX04064. In November 2014, Staples offered a

S_ upfront payment to win a contract with -
_, beating Office Depot’s offer of -
_. PX04034 (SPLS) at 001. In 2014,
Office Depot offered - a retention incentive of $-

per year for three years. PX05266 (ODP) at 001. These examples
demonstrate that large B-to-B customers are extremely price
sensitive.
c. Large B-to-B customers are distinct

In addition to wanting the best price, large B-to-B
customers also want the best service. PX02003 (Ringel (SPLS) IH
127:9-11) (“It’s not always about the company wanting the lowest
price, they want the best service, they want the best services,
they‘want a competitivé price, and they want good
representation.”). This includes sophisticated IT capabilities,
personalized customer service, and expedited delivery
capabilities. See e.g. Hrg Tr. (HPG) 1914:15-1915:10; PX02119
(0’Neill (AEP) Dep.) 262:16-263:5; PX 07006 (-) at 012.

i. Sophisticated IT capabilities

Sophisticated IT capabilities include customizable product

catalogs, electronic procurement systems, and punch-out sites.

See e.g., Hrg Tr. (McDonalds) 375:25-376:13; (PDME) 1391:7-23.
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Customized catalogs allow large B-to-B customers to limit the
products their employees can purchase in accordance with the
specific high-volume items for which they have negotiated the
lowest price from their vendor. See e.g., Hrg Tr. (Select’
Medical) 1067:16-25; 1069:3-1070:4. The “punch out” IT interface
enables companies to control ordering, approval, payment and
invoicing. Hrg Tr. (WB Mason) 1624:3-1625:20. Such IT
capabilities are expensive and are therefore offered by only a
select few nationwide vendors. PX03032 (Pfizer Decl. 9 9). These
capabilities are critical, however, to invoicing in such a way
that reduces the administrative burden of processing a high
volume of invoices. Hrg Tr. 1624.

In addition to detailed invoicing, large B-to-B customers
require utilization reports. See e.g., Hrg Tr. (AEP) 182:1-9;
(McDonalds) 376:14-377:9. These reports include data on the
products ordéréd by employees (wﬁether they are cofe or non-
core), the quantity, unit price and delivery location. Id. (Best
Buy) 1237:7-1238:4. The reports also identify the product
purchased by employees at the stock keeping unit (“SKU”) level.
Id. This detailed reporting allows B-to-B customers to track
spending and make necessary adjustments in order to decrease

off-contract spend and save money. Id.
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ii. Personalized, high quality customer service

Dedicated customer service experts are another unique
feature demanded by large B-to-B contract customers. See e.g.,
(WB Mason) 1631:18-1633:9. Large B-to-B customers demand an
office supply vendor that provides a dedicated account manager.
Id. (BestBuy) Hrg 1241:14-18; (HPG) 1938:7-13. Account managers
for large B-to-B customers are expected to understand the
customers’ office supply needs. Id. (AEP) 187:19-18:14.
According to Staples’ CEO Ron Sargent, large B-to-B customers
require “more high-touch hand holding” from dedicated sales
experts. PX02012.

iii. Next day and desktop delivery

The sale and distribution of consumable office supplies to
large B-to-B customers, many of whom have locations nationwide,
requires the warehousing, sale, and distribution of a wide range
of'office supplies. ﬂrg Tr. (HPG) 1907:24—25. Nationwide
delivery to dispersed geographic locations is critical for large
B-to-B customers. See e.g., Hrg Tr. (Fifth Third Bank) 895:24-
896:13. Large B-to-B customers require reliable next-day
delivery because they have limited storage space for office
supplies. Id. (Select Medical) 1082:1-1083:24. Large B-to-B
customers also prefer a vendor with the ability to make desktop
deliveries because such a service eliminates the need to hire

employees to make internal deliveries. Hrg Tr. (Fifth Third
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Bank) 982:25-983:10, 983:17-984:12. Defendants are the only two
office supply vendors that provide nation-wide desktop delivery.
Id. (WB Mason) 1695:25-1696:5. Defendants tout their nationwide
distribution capdbilities to differentiate themselves among
other office supply vendors. PX 02002 (Calkins (ODP) IH 118:21 -
119:2); PX04321 (SPLS) at 001; PX04469 (SPLS) at 014; PX05380
(ODP) at 044; PX04320 (SPLS) at 001; PX04338 (SPLS) at 004.

In sum, the evidence shows that the Brown Shoe factors
support Plaintiffs’ alleged market definition because there is:
(a) industry or public recognition of the market as a separate
economic entity; (b) B-to-B customers demand distinct prices and
demonstrate a high sensitivity to price changes; and (c) B-to-B
customers require specialized vendors that offer value-added
services, including: (i) sophisticated information technology
(IT) services; (ii) high quality customer service; and (iii)
expédited.delivery. THese f%ctors supporf viewing large B-to-B
customers as a target market.

2. Expert testimony of Dr. Carl Shapiro and the Hypothetical
Monopolist Test

In addition to the Brown Shoe factors, the Court must
consider the expert testimony offered by Plaintiffs in this
case. The parties agree that the main test used by economists to
determine a product market is the hypothetical monopolist test.

(V“HMT”) . Shapiro Report at 014; see Orszag Dep. at 89:6-8. This
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test queries whether a hypothetical monopolist who has control
over the products in an alleged market could profitably raise
prices on those products. Defs.’ FOF q 31 (“The key question is
whether a hypothetical monopolist in the alleged market
profitably could impose a small but significant and non-
transitory increase in price (“SSNIP”)”) (citing United States
v. Oracle Corp., 331 F. Supp. 2d 1098 at 1111-12 (N.D. Cal.
2004). If so, the products may comprise a relevant product
market. See H & R Block, 833 F. Supp. 2d at 51-52. The HMT is
explained in the Merger Guidelines.

[TlThe test requires that a hypothetical profit-

maximizing firm, not subject to price regulation, that

was the only present and future seller of those products

. likely would impose at least a small but significant

and non-transitory increase in price (“SSNIP”) on at

least one product in the market, including at least one
product sold by one of the merging firms.
Merger Guidelines § 4.1.1 The SSNIP is generally assumed to
be “five percenf of the price péid‘by customers for the
products or services to which the merging firms contribute
value.” Merger Guidelines § 4.1.2.

Dr. Shapiro’s HMT analysis emphasizes that the proposed or
“candidate” market consisting of the sale and distribution of
consumable office supplies includes all methods of procuring
office supplies by large companies, i.e. procurement through a

primary vendor relationship, off contract purchases, online and

retail buys. Shapiro Report at 014. “Since the hypothetical
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monopolist, by definition, controls all sources of supply to
large customers, it would not have to worry that raising prices
would cause large customers to switch to other suppliers of
consumable office supplies: by definition, there are none.” Id.
Dr. Shapiro also points out that Staples and Office Depot’s
head-to-head competition “tells us that a monopoly provider of
consumable office supplies would charge significantly more to
large customers than Staples and Office Depot today charge these
same customers.” Id. Dr. Shapiro also highlights the record
evidence that demonstrates Defendants compete “fiercely” for
business in the large B-to-B space.vId. Dr. Shapiro concludes
that such competition implies that “the elimination of
competition would lead to a significant price increase to large
customers, which in turn implies that the HMT is satisfied.” Id.
Dr. Shapiro’s conclusions are supported by the testimony
preseﬁted during the heéring. Fér example; Mr. O’Neill, who
testified on behalf of AEP, noted that the company was able to
get a lower price because of competition between Staples and
Office Depot. Hrg Tr. 340. Mr. Jason Cervone, Sourcing Manager
of indirect procurement at McDonalds, acknowledged the same. Id.
at 492 (“So in our definition of what we need in terms of vendor
in this space [with Staples and Office Depot] you have more
chance of lowering prices or maintaining pricing than you would

with just one player there.”); see also Hrg Tr. 1890:15-24 (Mr.
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Wright for HPG: “Without competition, we can’t secure best-in-
class price and best-in-class terms for our members and that’s
really part of our operating model.”).

In sum, Dr. Shapiro’s expert report and testimony, as well
as the testimony of the corporate representatives, supports
Plaintiffs’ definition of the relevant market as the sale and
distribution of consumable office supplies to large B-to-B
customers.

C. Defendants’ arguments in opposition to Plaintiffs’ alleged
market

Defendants make two primary arguments in response to
Plaintiffs’ alleged market. First, although Defendants do not
explicitly discuss the Brown Shoe practical indicia, they argue
that exclusion of ink and toner, as well as “beyond office
supplies” or “BOSS” products from the alleged market, is error.
Defs.’ FOF 99 6 and 72. Second, Defendants argue.that no
evidence supports Plaintiffs’ contention that large B-to-B
customers should be treated as a separate market. Defs.’ FOF {

T«

1. Exclusion of ink, toner and BOSS from alleged market is
proper

Defendants’ principal challenge to Plaintiffs’ alleged
market centers on the exclusion of ink, toner and BOSS from the
alleged relevant market. Defendants advance three arguments,

none of which are persuasive. First, Defendants argue that
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exclusion of these products from the alleged market is a “made
for litigation market,” that is inconsistent with commercial
realties. Defs.’ FOF 9 6. Second, Defendants argue that
Plaintiffs’ market definition is inconsistent with the one used
by the FTC in 1997 and 2013. Id. Finally, Defendants seize on
Dr. Shapiro’s admission that the FTC made the decision to
exclude ink and toner from the proposed market prior to his
independent determination that doing so was proper. Id. These
arguments are addressed in turn.

a. Defendants’ argument for inclusion of ink and toner
fails because they are not subject to the same
competitive conditions as general office supplies

Defendants’ fundamental legal argument for inclusion of
ink, toner and BOSS products in the alleged market is that “a
well-defined product market must correspond to the commercial
realties of the industry and be economically significant.”
Defs.’ FOF g 32 (citing Brown Shoe, 370 U.S. at 336-37).
Defendants argue that the dispositive “commercial reality” is
that many large B-to-B customers include ink, toner and other
BOSS products in the bundle of goods they contract for with
their primary vendor. Defs.’ FOF 4 74. Many large businesses
include these adjacent items in their primary vendor bundle. Hrg
Tr. 2641:3-9 (Professor Shapiro agreed that BOSS products are
included in customer contracts and RFPs “the overwhelming

majority of the time.”); see also id. at 235:19-236:25; 342:13-
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343:1; 351:10-13; 353:8-14 (AEP testifying that “office
supplies” includes pens, pencils, paper, binder clips, folders,
ink and toner, [janitorial and sanitation “jan/san”] materials,
break room supplies, furniture, and technology); see also id,; at
397:11-398:22 (McDonald’s testifying that “office supplies”
includes traditional office supplies, toner, and copy paper, as
well as break room supplies and some technology items). However,
Defendants do not address the critical question that must be
answered when determining whether a particular product should be
included in a cluster market: are the items subject to the same
competitive conditions? ProMedica Health, 749 F.3d at 566
(holding that “the competitive conditions across the markets for
primary and secondary services are similar enough to justify
clustering of those markets when analyzing the merger’s
competitive effects.”); see also Hrg Tr. (Shapiro) 2123:3-
2124:21; 2313:19-2314:8. |

Competition for the sale of ink and toner has increased due
to the “recent and rapid” rise of Managed Print Serxvices
(“"MPS”). Pls.’ FOF 9 26. MPS vendors like Xerox, Hewlett-
Packard, Lexmark, and Ricoh provide a bundle of services that
includes sale of ink and toner in addition to service and
maintenance of printers and copiers. See e.g., Hrg Tr. (Select
Medical) 1018:18-1019:3; (WB Mason) 1604:14-20. There is ample

record evidence to showAthat ink, toner, and other adjacent‘BOSS
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items are properly excluded from the relevant market® because
they are subject to distinct competitive conditions. For
example, some large companies are shifting all of their ink and
tonér business to-an MPS. See e.g., Hrg Tr. 357-358; 503
(McDonalds noting that in November 2015 it changed from Office
Depot to an MPS to procure its ink and toner and that the number
of companies capable of providing ink and toner is larger than
those that provide office supplies). Other large companies are
disaggregating ink and toner purchases between their primary
vendor and an MPS. Id. (AEP) 236 (noting that AEP buys some ink
and toner from Office Depot and some from Xerox). Many companies
hold separate sourcing events for ink and toner. See e.g., Hrg
Tr. 166-170 (AEP confirming that it runs a separate sourcing
event for office furniture, jan/san and ink and toner); id. at
1019:13-1020:3 (Select Medical noting five vendors submitted
bids duriné ité 2013 RFP for MPS; Select Medicai ul£imately
contracted with MPS Total Print); id. at 1316-18 (Best Buy
confirming purchases of BOSS items from Kimberly-Clark and ink
and toner through MPS contract with Hewlett-Packard). The same
is true of other BOSS items. Hrg Tr. 168 (AEP: “. . . most of
our commercial, if not all of our commercial jan san is part of
a janitorial contract that also provides labor.”).

Moreover, the authority relied on by Defendants is readily

distinguished. Defendants rely on Brown Shoe to support a focus
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on the “commercial realities of the industry.” However,
Defendants rely on Brown Shoe’s discussion of the proper
geographic boundaries of a market, which is distinct from Brown
Shoe’s discussion of the relevant.product market. Brown Shoe 370 -
U.S. at 336-37 (“The geographic market selected must, therefore
both ‘correspond to the commercial realities of the industry’
and be economically significant.”). To the extent that the
“commercial realities of the industry” are important in this
case, the Court agrees with Plaintiffs that the commercial
realities are “that Defendants are the largest and second-
largest office supplies vendors in the country; they are each
other’s closest competitor for large business customers; bid
data show that they lose bids most often to each other; and
large customers currently benefit greatly from their head-to-
head competition.” Pls.’ FOF q 288.

Defendants also fely on PepsicCo, Iﬁc. . Coca Cola Cé., a
case brought by PepsiCo under Section 2 of the Sherman Act
alleging that Coca Cola had monopolized, or attempted to
monopolize, the market of fountain syrup distributed by
independent food service entities. 114 F. Supp. 2d 243 (S.D.N.Y.
2000) . PepsiCo is distinguishable for a number of reasons.
First, the critical question before the Court in PepsiCo was
whether the evidence supported a finding that the distribution

channel of fountain syrup through‘independent foodservice
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distributors should be recognized as a relevant market. Id. at
249-50. The Court rejected PepsiCo’s proposed relevant market
because the evidence showed that “while customers view fountain
syrup delivered through independent foodservice distributors as
preferential and advantageous, they view fountain syrup
delivered through other means as acceptable.” Id.

Here, the record evidence shows that large B-to-B customers
do not view any alternative sources for bulk procurement of
basic office supplies that would retain the current competitive
conditions of the market. Hrg Tr. 349 (AEP) (“I think our team
would be very good at finding alternatives to provide pens and
pencils; however, they cannot create competition.”); Id. 486
(McDonalds) (“We would attempt to look for alternatives. We find
ourselves, though, back to a situation where we don’t have
another national player that has a retail footprint nationwide
that stocké.everything we need S i | cont?ast, large B-to-B
customers not only view alternative vendors for ink, toner and
BOSS as adequate, they increasingly contract with MPS,
furniture, and janitorial companies for their primary purchase
of these distinct products. See e.g., Hrg Tr. 1019 (Select
Medial) (after considering MPS bids in 2013 from Office Depot,
OfficeMax, Staples, Total Print and Weaver, Select Medical

entered into a contract with Total Print for its MPS needs). In
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light of these distinctions, PepsiCo does not support a finding
that Plaintiffs’ alleged market is in error.

In sum, inclusion of ink, toner and BOSS items by large
companies in the bundle of goods they want' to have the option of
purchasing through their primary vendor does not mean that those
goods are subject to the same competitive conditions.

b. Consideration of ink and toner during 1997 and 2013
investigations

Next, Defendants argue that the Plaintiffs’ alleged market
is inconsistent with how the FTC defined the market during its
investigation of the Staples and Office Depot proposed merger in
1997 and the Office Depot and Office Max merger in 2013. Defs.’
FOF 9 113-116.

In 1997, the proposed merger between Staples and Office
Depot was enjoined by this Court. FTIC v. Staples, 970 F. Supp.
1066, 1070 (D.D.C. 1997) (J. Hogan). At that time, FTC included
ink and toner in its definition of consumable office supplies.
Id. at 1080. However, scant precedential value can be gleaned
from comparing the defined market in that case and the
Plaintiffs’ alleged market in this case. The 1997 case is nearly
twenty years old, and the office supply market has changed
dramatically since that time. For example, as discussed in
Section IV.B.l.a. supra, the rise of MPS services as a

competitive force has occurred in the last several years.

40

127



Case 1:15-cv-02115-EGS Document 455 Filed 05/17/16 Page 41 of 75

Moreover, the 1997 Staples case was a retail case that focused
on how the proposed merger would affect the average consumer.
The case before the Court today is a contract channel case
focused on large B-to-B customers.

In 2013, after a seven month investigation, the FTC did not
challenge Office Depot’s proposed acquisition of Office Max. See
FTC’s Closing Statement (“2013 Closing Statement”),

https://www.ftc.gov/system/files/documents/public statements/sta

tement-commission/13110lofficedepotofficemaxstatement.pdf.

Because the Commission cited to the definition of consumable
office supplies from Staples in its Closing Statement,
Defendants argue that ink and toner should be included in the
relevant market because Plaintiffs “presented no evidence
whatsoever that the ‘competitive conditions’ are different in
any way from November 2013.” Defs.’” FOF q 1l6.

The Court rejects this argument. In the 2013 Closing
Statement, one of the rationales for allowing the proposed
merger to proceed was because:

large customers use a variety of tools to ensure that
they receive competitive pricing such as ordering
certain products (like ink and toner) directly from
manufacturers and sourcing (or threatening to source)
certain categories of office supply products from
multiple firms.

2013 Closing Statement at 3. The FTC’s decision recognized

that “yesterday’s market dynamics may be very different
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from market dynamics of today.” Id. Plaintiffs’ decision to
not include ink and toner in their proposed relevant market
in this case is therefore entirely consistent with the 2013
decision to not challenge the Office Depot.and Office Max
merger. See also, Hrg Tr. 3593 (Plaintiffs’ closing
argument noting that the 2013 decision is “wholly
consistent with what we’re doing here. It’s exactly the
same thing. We did not see a reason to challenge ink and
toner based on the evidence that was developed in the
investigation.”).

c. Dr. Shapiro and the FTC worked collaboratively to
determine that ink and toner should be excluded

Finally, Defendants challenge the propriety of excluding
ink and toner from the alleged cluster market based on Dr.
Shapiro’s testimony indicating that the decision to exclude ink
and toner resulted from a collaborative process with the FTC and
that he did not perform a market share analysis including ink
and toner. Defs.’ FOF q 121-124. The Court is not persuaded by
Defendants’ argument. First, the fact that the FTC works
collaboratively with its experts to determine what products
should be included in an antitrust market is not problematic.
The FTC’s own economists contribute to the FTC’s decision
regarding the relevant market prior to the time the expert

witness for trial is retained. See e.g. Hrg Tr. 2907 (Ms.
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Reinhart: “The amount of work that went into this investigation
is huge. And these staff attorneys, they’re éexperts themselves.
They know the antitrust laws, they know the antitrust economics
Y

Further, Defendants take Dr. Shapiro’s testimony regarding
market shares of Defendants for ink and toner out of context.
Defs.’” FOF { 124. Defendants’ highlight Dr. Shapiro’s statement
that if one were to calculate market shares for ink and toner,
Defendants’ share would be significantly smaller. Id. Defendants
seek to imply that Dr. Shapiro agrees that Defendants’ market
shares in the alleged market would be smaller if ink and toner
were included. However, Dr. Shapiro’s comment was referring to
his earlier statement that:

I think that both the FTC and Staples and Office Depot

agree, as far as I can tell, that if you took Staples

and Office Depot’s market share in ink and toner, it

would.be significantly lower than it is in core office

supplies and paper. To me that is confirmation that it’s

correct not to include ink and toner in the cluster.
Hrg Tr. 2783. In other words, because there are more companies
that sell ink and toner, Defendants’ market share in an ink
and toner market would be lower than they are in the alleged
market.

All of the above arguments are advanced by Defendants

to bolster their assertion that the Plaintiffs have

“gerrymandered the market” to inflate Defendants’ market
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share. Defs.’” FOF 9 4. As discussed supra, voluminous
record evidence supports excluding ink, toner and BOSS
products from the relevant cluster market. To the extent
Defendants sought to show that exclusion of ink and:toner
radically altered Defendants’ market share, Defendants
could have presented expert testimony to support that
proposition.

2. Antitrust laws exist to protect competition, not a
particular set of consumers

Defendants’ second primary argument in opposition to
Plaintiffs’ proposed relevant market is that “there is no
evidence to support Plaintiffs’ claim that large B-to-Bs should
be treated as a separate market.” Defs’ FOF 9 77. Defendants
maintain that Plaintiffs’ attempt to protect “mega companies” is
misplaced because the merger “indisputably will benefit all
retail customers, and more than 99 percent of business
customers.” Defs.’ FOF q 1.

Antitrust laws exist to protect competition, even for a
targeted group that represents a relatively small part of an
overall market. See Merger Guidelines § 3 (“When price
discrimination is feasible, adverse competitive effects on
targeted customers can arise, even if such effects will not
arise for other customers.”). Indeed, the Supreme Court has

recognized that within a broad market, “well-defined submarkets
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may exist which, in themselves, constitute product markets for
antitrust purposes.” Brown Shoe Co., 370 U.S. at 325, (1962);
Cardinal Health, Inc., 12 F. Supp. 2d at 47 (concluding that
“the services provided by wholesalers in fact comprise a
distinct submarket within the larger market of drug delivery.”);
See e.g. Sysco, 113 F. Supp. 3d at 40 (holding that “the
ordinary factors that courts consider in defining a market—the
Brown Shoe practical indicia and the Merger Guidelines’ SSNIP
test—support a finding that broadline distribution to national
customers is a relevant product market.”); see also United
States v. Phillipsburg Nat'l Bank & Trust Co., 399 U.S. 350, 360
(1970) (“[I]t is the cluster of products and services ... that
as a matter of trade reality makes commercial banking a
distinct” market).

As discussed in Section IV.A.2.a-c supra, the nature of how
larée B-to-B cﬁstomeré operate, iﬁcludiﬁg the serviées théy
demand, supports a finding that they are a targeted customer
market for procurement of consumable office supplies. There is
overwhelming evidence in this case that large B-to-B customers
constitute a market that Defendants could target for price
increases if they are allowed to merge. Significantly,
Defendants themselves used the proposed merger to pressure B-to-
B customers to lock in prices based on the expectation that they

would lose negotiating leverage if the merger were approved. See
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e.g., PX05236 (ODP) at 001 (“This offer is time sensitive. If
and when the purchase of Office Depot is approved, Staples will
have no reason to make this offer.”); PX05249 (ODP) at 001
(“[The merger] will remove your ability to evaluate your program
with two competitors. There will only be one.”); PX05514 (ODP)
at 003 (“Today, the FTC announced 45 days for its final
decision. You still have time! You would be able to leverage the
competition, gain an agreement that is grandfathered in and
drive down expenses!”).

D. Conclusions regarding the definition of the relevant market

The “practical indicia” set forth by the Supreme Court in
Brown Shoe and Dr. Shapiro’s expert testimony support the
conclusion that Plaintiffs’ alleged market of consumable office
supplies (a cluster market) sold and distributed by Defendants
to large B-to-B customers (a targeted market) is a relevant
market for antitrust éurposes. The Brbwﬁ Shoe factors sﬁppﬁrt
Plaintiffs’ argument that the sale and distribution of
consumable office supplies to large B-to-B customers is a proper
antitrust market because the evidence supports the conclusion
that: (1) there is industry or public recognition of the market
as a separate economic entity; (2) B-to-B customers demand
distinct prices and demonstrate a high sensitivity to price
changes; and (3) B-to-B customers require specialized vendors

that offer value-added services. Dr. Shapiro’s unrebutted
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testimony also supports Plaintiffs’ alleged market definition
because, in his opinion, “the elimination of competition would
lead to a significant price increase to large customers,” which
implies the HMT is satisfied. Finally, for the reasons discussed
in detail in Section IV.C supra, Defendants arguments against
Plaintiffs’ market definition fail.

E. Analysis of the Plaintiffs’ arguments relating to probable
effects on competition based on market share calculations

Having concluded that Plaintiffs have carried their burden
of establishing that the sale and distribution of consumable
office supplies to large B-to-B customers in the United States
is the relevant market, the Court now turns to an analysis of
the likely effects of the proposed merger on competition within
the relevant market. “If the FTC can make a prima facie showing
that the acquisition in this case will result in a significant
market share and an undue increase in concentration” in the
relevant market, then “a presumption is established that [the
merger] will substantially lessen competition.” Swedish Match,
131 F. Supp. 2d at 166. The burden is on the government to show
that the merger would “produce a firm controlling an undue
percentage share of the relevant market” that would result in a
“significant inecrease in the concentration of firms in that

market.” Heinz, 246 F.3d at 715.
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The Plaintiffs can establish their prima facie case by
showing that the merger will result in an increase in market
concentration above certain levels. Id. “Market concentration is
a function of the number of firms in a market and their
respective market shares.” Arch Coal, 329 F. Supp. 2d at 123.
The Herfindahl-Hirschmann Index (“HHI”) is a tool used by
economists to measure changes in market concentration. Merger
Guidelines § 5.3. HHI is calculated by “summing the squares of
the individual firms’ market shares,” a calculation that “gives
proportionately greater weight to the larger market shares.” Id.
An HHI above 2,500 is considered “highly concentrated”; a market
with an HHI between 1,500 and 2,500 is considered “moderately
concentrated”; and a market with an HHI below 1,500 is
considered “unconcentrated”. Id. A merger that results in a
highly concentrated market that involves an increase of 200
pointé will be présumedlto be likely to enhance markef power;”
Id.; see also Heinz, 246 F.3d at 716-17.

1. Concentration in the sale and distribution of
consumable office supplies to large B-to-B customers

Dr. Shapiro estimated Defendants’ market shares by using
data collected from Fortune 100 companies (“Fortune 100 sample”
or “Fortune 100”). Shapiro Report at 017. During the data
collecting process, 81 of the Fortune 100 companies responded

with enough detail to be used in Dr. Shapiro’s sample. Id.; see
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also Hrg Tr. 2294:3-19. The critical data provided by the
companies was fiscal year 2014 information on: (1) their overall
spend on consumable office supplies; (2) the amount spent on
consumable office supplies from Staples; and (3) the amount
spent on consumable office supplies from Office Depot. Shapiro
Report, Exhibit 5A. Some Fortune 100 companies have an
established primary vendor relationship with Staples or Office
Depot. Id. For example, Staples has 100 percent of the market

share relating to -.’s spend on consumable office

supplies and Office Depot has 100 percent of the market share
relating to _’s spend on consumable office
supplies. Id. Other Fortune 100 customers purchase office
supplies from a mix of vendors. For example, Staples accounted
for twenty-seven percent of _’s spend on
consumable office supplies in 2014 and Office Depot accounted
for tﬁenty—one ﬁercent. id. |
Defendants’ market share of the Fortune 100 sample as a
whole is striking: Staples captures 47.3 percent and Office
Depot captures 31.6 percent, for a total of 79 percent market
share. Shapiro Report at 017 and Ex. 5B. The pre-merger HHI is
already highly concentrated in this market, resting at 3,270.
Id. at 021. Put another way, Staples and Office Depot currently
operate in the relevant market as a “duopoly with a competitive

fringe.” Id. If allowed to merge, the HHI would increase nearly
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3,000 points, from 3,270 to 6,265. Id. This market structure
would constitute one dominant firm with a competitive fringe.
Id. Staples’ proposed acquisition of Office Depot is therefore
presumptively illegal because the HHI increases more than 200
points and the post-merger HHI is greater than 2,500. Shapiro
Report at 021; see also Heinz, 246 F.3d at 716 (noting that the
pre-merger HHI for baby food was 4775, “indicative of a highly
concentrated industry” and the 500 point post-merger HHI
increase “creates, by a wide margin, a presumption that the
merger will lessen competition in the domestic jarred baby food

market.”)

F. Defendants’ arguments in opposition to Plaintiffs’ Market
Share Calculations

Defendants make several arguments in opposition to Dr.
Shapiro’s market share methodology and calculation. See Defs.’

FOF 99 125-131. Defendants argue that: (1) the Fortune 100

sample overstates Defendants’ actual market share; (2) treatment

of Tier 1 diversity suppliers and paper manufacturers was

error;'? and (3) Dr. Shapiro underestimates leakage, inflating

Defendants’ market shares. Id. However, despite significant time

spent cross-examining Dr. Shapiro wilth regard Lo his

12 Tier 1 diversity suppliers are minority or veteran owned
businesses that are regional in nature and generally rely on

large nationwide office supply companieés like Staples and Office

Depot to service their customers. Hrg Tr. 1379 (PDME).
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methodoiogy, Defendants produced no expert evidence during the
hearing to rebut that methodology. Moreover, it is significant
that Defendants’ final 100-page brief devotes only seven
paragraphs to challenging Dr. Shapiro’s market share
calculations. Id.

1. The Fortune 100 is a trustworthy sample to calculate
Defendants’ market shares

Defendants’ first argument in opposition to Dr. Shapiro’s
focus on the Fortune 100 is that his failure to take a sample of
the other approximate 1100 companies in the relevant market is
error because it results in “dramatically inflated market
shares.” Id. 9 126. Dr. Shapiro conceded that the data he
analyzed is imperfect because it does not include all large B-
to-B customers. Shapiro Report at 017. However, Dr. Shapiro was
confident that “there is no reason to believe [the market
shares] are biased when it comes to estimating the market shares
of Staples and Office Depot.” Id. To test whether his analysis
of the Fortune 100 might have overstated Defendants’ market
shares because the Fortune 100 companies are especially large,
Dr. Shapiro measured the market share of the top half of his
sample separate from the bottom half. Id. at 018. The range of
spending on consumable office supplies among the companies
analyzed in Dr. Shapiro’s analysis is vast: from less than

$200,000  per year on the low end, to more than $33 million per
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year on the high end. Id., Ex. 5A. The combined market share for
Defendants is seventy-nine percent among the top half of the
Fortune 100 and eighty-nine percent among the bottom half. Id.
at 018. Thus, Dr. Shapiro states that he is “confiden[t] that
the market shares for Staple[s] and Office Depot reported in
Exhibit 5B are not overstated.” Id.

Defendants’ second challenge relating to the Fortune 100
sample focuses on the fact that only eighty-one of the 100
companies responded with enough data to be included in Dr.
Shapiro’s analysis. Defendants argue that the nineteen omitted
“are the most likely to purchase supplies from vendors other
than Staples and Office Depot.” Id. 9 125. Defendants highlight
Costco as an example, a company that charges each department
with procuring its own office supplies, whether from Costco or
other vendors. Id. The fact that Costco is able to purchase
office sﬁpplies from Céstcé itself makes thaﬁ company’ s
procurement of office supplies an ancmaly. Because Defendants
did not present a case, they do not provide the Court with an
analysis of the nineteen Fortune 100 companies excluded from Dr.
Shapiro’s analysis to show that their exclusion skewed
Defendants’ market shares in a way favorable to Plaintiffs.
Antitrust economists rely on data from third parties through
surveys, and therefore the measure of market shares is “normally

imperfect.” Id., fn 43. Perhaps Judge Mehta said it best: “The
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FTC need not present market shares and HHI estimates with the
precision of a NASA scientist.” Sysco, 113 F. Supp. 3d at 54;
see also H & R Block, 833 F. Supp. 2d at 72 (stating that a
“reliable, reasonable, close approximaticn of relevant market
share data is sufficient.”). For all of these reasons, and in
view of the absence of expert testimony offered by the
Defendants, the Court is persuaded that Dr. Shapiro’s analysis
of the Fortune 100 represents a reasonable and reliable
approximation of the Defendants’ market share.
2. Dr. Shapiro’s treatment of Tier 1 diversity
suppliers and paper manufacturers who rely on
Defendants is consistent with commercial realities

Next, Defendants challenge the manner in which Dr. Shapiro
dealt with Tier 1 diversity suppliers and paper manufacturers.
Defs.’” FOF { 127. Defendants contend that the sales made by Tier
1 diversity suppliers and paper manufacturers are improperly
attributed to Défendants. Tdl. | |

In the normal course, Defendants treat accounts served by
Tier 1 diversity partners toward their own revenue. Pls.’ FOF
102. Moreover, Tier 1 diversity suppliers cannot serve large B-
to-B customers without partnering with Defendants. Id. For these
reasons, Dr. Shapiro attributed Tier 1 revenues to Defendants.
Hrg Tr. 2309:11-2310:6; 2795:2-2796:3; See also Hrg Tr. 379

(McDonalds) (“Our understanding is that Tier 1ls are generally
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regional players and may not have the size or scale to handle
large geographically-distributed business.”)

With regard to paper manufacturers, some large companies
purchase paper through Defendants and others purchase directly
from a manufacturer. Id. 2305-06. Dr. Shapiro included sales of
paper that are made through Defendants toward Defendants’
revenue. Id. In these situations, Staples or Office Depot
distributes the paper. Id. at 2306. “In cases where the paper
manufacturer directly sells and delivers the paper to the
customer,” Dr. Shapiro “attribute[d] the sales to the paper
manufacturer.” Id. Thus, the Court is satisfied that Dr.
Shapiro’s treatment of Tier 1 divérsity suppliers and some paper
manufacturer’s revenue is consistent with commercial realities
and does not overstate Defendants’ market shares.

3. Dr. Shapiro accounted for leakage in his analysis

finally, Defendanté contend that Dr.‘Shapiro did not

adequately account for “leakage” in his market share analysis.
Id. 9 129. Leakage refers to unreported discretionary employee
purchases of office supplies. Shapiro Report at 018. Dr. Shapiro
requested an estimate of leakage from the Fortune 100. Shapiro
Report at 019. Of the eighty-one companies included in his
market-share analysis, twenty-six reported on leakage. Id.
Appendix E. Twelve of the twenty-six indicated that leakage

spend was “de minimis” or “immaterial”. PX06300, Ex. RC2. In
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these cases, Dr. Shapiro assumed that one percent of the
companies’ spend on office supplies was leakage. Defs.’ FOF q
1.2:95,

Testimony from fact witnesses during the hearing made it
clear that even the largest companies in the world are either
not concerned enough about leakage to track it or do not have a
reliable way of tracking it. See e.g. Hrg Tr. 344:2-4 (AEP: “We
have a methodology [to track leakage] which is an audit process
which is ran {sic] on a monthly basis. We choose not to include
office supplies every month.”); 464-65 (McDonalds became aware
of how to track leakage through “P-card” spend during
communications with the FTC in this case; and “data for the P-
cards really wasn’t available to procurement, at least we
weren’t aware of that.”) .3 These same companies have tremendous
incentive to ensure that their employees spend on contract.
Pufchases ﬁade by employees oﬁline or from a brick and mortar
store are - to - percent higher than the
contract price paid by large companies. Shapiro Report at 019.
Most companies with a primary-vendor contract have an official

policy that requires employees to purchase office supplies

13 “p-Cards” or “procurement cards” are the equivalent of company
credit cards that allow goods to be purchased without using a
traditional purchasing process.
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through the contract. See e.g., Hrg Tr. 464-65 (McDonalds’
policy is that corporate stores must purchase on contract
through Office Depot). Best Buy produced a video to educate
employees about the benefits of buying on contract. Id. 1212-
1214.

For all of these reasons, the Court is confident that Dr.
Shapiro accounted for any impact leakage has on Defendants’
market shares in this case.

G. Conclusion regarding Plaintiffs’ market share analysis

Plaintiffs have met their burden of showing that the merger

would result in “undue concentration” in the relevant market of
the sale and distribution of consumable office supplies to large
B-to-B customers in the United States. The relevant HHI would
increase nearly 3,000 points, from 3270 to 6265. These HHI
numbers far exceed the 200 point increase and post-merger
béoncentration levél of 2500 necessafy to entitle Plainfiffs to a
presumption that the merger is illegal. The Court rejects
Defendants’ arguments in opposition to Dr. Shapiro’s market
analysis for the reasons discussed in detail in Section IV.F
supra. Nevertheless, to strengthen their prima facie case,
Plaintiffs presented additional evidence of harm, which the
Court analyzes next.

H. Plaintiffs’ evidence of additional harm

Sole reliance on HHI calculations cannot'guarantee litigation
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victories. Baker Hughes, 908 F.2d at 992. Plaintiffs therefore
highlight additional evidence, including bidding data (“bid
data”), ordinary course documents, and fact-witness testimony.
This additional evidence substantiates Plaintiffs’’ claim that
this merger, if consummated, would result in a lessening of
competition.

Mergers that eliminate head-to-head competition between
close competitors often result in a lessening of competition.
See Merger Guidelines § 6 (“The elimination of competition
between two firms that results from their merger may alone
constitute a substantial lessening of competition.”); see also
Heinz, 246 F.3d at 717-19; Swedish Match, 131 F. Supp. 2d at

169; Staples, 970 F. Supp.. at 1083. Plaintiffs’ evidence

supports the conclusion that Defendants compete head-to-head for

large B-to-B customers.

1. Bidding Data

Dr. Shapiro analyzed five sets of bid data including:
(1) Defendants’ win-loss data; (2) data on Defendants’ top wins
and top losses; and (3) Fortune 100 bid data. Pls.’ FOF {1 109.
Defendants often bid against each other for large B-to-B
contracts. See, e.g., PX05028 (ODP) at 001 (of five bids for
-’s RFP, Staples and Office Depot had the best bids);
PX05255 (ODP) at 001 (“It is down to OD and Staples”); PX02167

(Orszag Dep. 173:11-18, 194:23-195:10) (“We do observe in the
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data that [Staples and Office Depot] are often the last two
bidding against each other for the - for large customers as
well.”).

The bid data also shows that Defendants win large B-to-B
customer bids more frequently than other bidders. Hrg Tr.
2334:10-21. The B-to-B contract market accounts for
approximately thirty-five percent of Defendants’ sales. Compl.
99 29 and 30. According to Dr. Shapiro, the sale of consumable
office supplies accounts for about - percent of
Defendants’ B-to-B customer revenues. Shapiro Report at 006.
Staples CEO Mr. Sargent describes the B-to-B contract business
as a “cornerstone” of Staples’ business. PX04023 (SPLS) at 005
(“This year, [B-to-B sales] will account for almost 40% of
company sales . . .”); PX 04630 (SPLS) at 007 (for B-to-B,
Staples is the “elear industry leader gnd gaining share”)
(emphasis in 6riginal). In fact; seventy-eight pefcent of Office
Depot bid losses are to Staples. PX06500 (Shapiro Demonstrative)
at 048. Similarly, eighty-one percent of Staples’ bid losses
were to Office Depot. Id. at 049. Defendants compete
aggressively for the others’ business, exemplified by Staples’
2014 “Operation Take Share,” a campaign that sought to capture

some of Office Depot’s market share. PX04432 (SPLS) at 003.
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2. Ordinary Course Documents

Defendants’ own documents created in the ordinary course of
their business show that Defendants view themselves as the most
viable office supply vendors for large businesses in the United
States. See, e.g. PX04082 (SPLS) at 029 (“[T]here are only two
real choices for them. Us or Them.”); PX04042 (SPLS) at 024;
PX05311 (ODP) at 001. Not surprisingly, Defendants view
themselves as each other’s fiercest competition. See, e.g.,
PX04322 (SPLS) at 001 (identifying only Office Depot as “Key
Competitor([]”); PX04414 (SPLS) at 008 (“For core office supplies
we often compare ourselves to our most direct competitor, ODP”);
PX05229 (ODP) at 149 (stating that Staples is Office Depot’s
“[t]loughest and most aggressively priced national competitor.”).

Defendants consistently compete head-to-head with each
other to win large B-to-B contracts. For example, in early 2015,
‘HfG began negotiafioﬁs with Staples.‘Hfg TE., 1896:9—1898;14,
1901:2-16. Staples’ initial price reduction was retracted until
Office Depot was invited to bid. Id. Pitting Defendants against
each other, HPG received substantial price concessions from
both. Id. In November 2014, Staples increased its up-front
prevent - from switching to Office Depot. PX04034 (SPLS) at
001. In March 2014, - engaged the Defendants in multiple

rounds of bidding. PX05234 (ODP) at 001). Ultimately, Office
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Depot could not meet the six percent core list savings necessary
to win the contract from Staples. Id.

3. Fact Witness Testimony

Large B-to-B customers view Defendants as their best option
for nationwide sale and delivery of consumable office supplies.
See e.g. Hrg Tr. 225:25-226:5 (AEP: “Q: And after Office Depot
and Staples, what’s the —-- what’s the next best option after
that? A: Then we’re in trouble. We don’t have a good - I don’t
think we have a good option after that.”); 1205:17-20 (Best Buy
“Q: So today Best Buy has a contract with Office Depot. Who does
Best Buy consider to be its next best option for general office
supplies and copy paper? A: Staples.”); 1938:14-1939:18 (HPG
“There’s two nationally capable office supply vendors, from our
perspective. One is Staples and one is Depot. And they control,
roughly —- when I say control, they own 80 percent of the market
in terms.of revenue.”) ; 361:2—21,'373:9—15; 492:3—7'(McDonalds’.
noting its consideration of Staples and Office Depot, but
ultimately did not invite Staples to submit an RFP because the
company was able to “recognize immediate savings” by not going
through an expensive bid process.); 1018:1-13 (Select Medical, a
company that contracts with Office Depot, testified that it has
concerns about the merger going through because “I believe it’s
important to have that competition to be able to properly

service our national footprint, our national presence, and to
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also be able to provide the best possible pricing.”). This
testimony shows that absent Office Depot, large B~to-B customers
would lose tremendous leverage and likely have to pay higher
pricés for consumable cffice supplies. Shapiro Report at 009-10.
This additional evidence strengthens Plaintiffs’ claim that

harm will result in the form of loss of competition if Staples
is permitted to acquire Office Depot.

I. Defendants’ response to Plaintiffs’ prima facie case

Defendants’ sole argument in response to Plaintiffs’ prima
facie case is that the merger will not have anti-competitive
effects because Amazon Business, as well as the existing
patchwork of local and regional office supply companies, will
expand and provide large B-to-B customers with competitive
alternatives to the merged entity. Defs.’ FOF 1 132-203.
Plaintiffs argue that there is no evidence that Amazon or
existing regional players will expénd in a timely and sufficient
manner so as to eliminate the anticompetitive harm that will
result from the merger. Pls.’” FOF 49 152-207. For the reasons
discussed below, Defendants’ argument that Amazon Business and
other local and regional office supply companies will restore
the competition lost from Office Depot is inadequate as a matter
of law.

“The prospect of entry into the relevant market will

alleviate concerns about adverse competitive effects only if
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such entry will deter or counteract any competitive effects of
concern so the merger will not substantially harm customers.”
Merger Guidelines § 9. Even in highly concentrated markets,
Plaintiffs’ prima facie case may be rebutted if ‘there is ease of
entry or expansion such that other firms would be able to
counter any discriminatory pricing practices. Cardinal Health,
12 F. Supp. 2d at 54-55. Defendants carry the burden of showing
that the entry or expansion of competitors will be “timely,
likely and sufficient in its magnitude, character, and scope to
deter or counteract the competitive effects of concern.” H&R
Block, 833 F. Supp. 2d at 73. The relevant time frame for
consideration in this forward looking exercise is two to three
years. Hrg Tr. 2660-2662 (Dr. Shapiro confirming that two to
three years is the relevant temporal scope for the Court to
consider the effects of new entrants or expansion of existing
compétitors).

1. Amazon Business

Defendants seize on Amazon’s lofty vision for Amazon
Business to be the “preferred marketplace for all professional,
business and institutional customers worldwide” to support their
contention that Amazon not only wants to take over the office
supply industry, but desires to “take over the world.” Hrg Tr.
3010 (Ms. Sullivan’s Closing Argument). Amazon Business may

eventually transform the B-to-B office supply space. See e.g.
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DX05284 at 43 (Mr. Wilson’s 2016 presentation in Baltimore:
“It’s still Day One.” Amazon Business plans to “improve with:
more selection; an increasing number of produce and business
products [sic]; better personalization; a purchasing experience
even better tailored for businesses.”); Hrg Tr. 2662: 9-14. The
Court’s unenviable task is to assess the likelihood that Amazon
Business will, within the next three years, replace the
competition lost from Office Depot in the B-to-B space as a
result of the proposed merger.

Amazon Business has a number of impressive strengths. For
example, Amazon Business already enjoys great brand recognition
and its consumer marketplace has a reputation as user-friendly,
innovative and reliable. Amazon Business’ strategy documents
also reveal a number of priorities that, if successful, may

revolutionize office supply procurement for large companies. For

example,

DX05033 at 4.

Hrg Tr. 710:22-23. Amazon is also working .
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—, among other innovative technologies. Hrg Tr.

567423-568:2; T724:11-25; ~744:1-23.

However, several significant institutional and structural
challenges face Amazon Business. Plaintiffs point to a long list
of what they view as Amazon Business’ deficiencies, including,
but not limited to: (1) lack of RFP experience; (2) no
commitment to guaranteed pricing _;
(3) lack of ability to control third-party price and delivery;
(4) inability to provide customer-specific pricing; (5) a lack
of dedicated customer service agents dedicated to the B-to-B
space; (6) no desktop delivery; (7) no proven ability to provide
detailed utilization and invoice reports; and (8) lack of
product variety and breadth. Pls.’ FOF q 191. Although Amazon
Business may successfully address some of these alleged
weaknesses in the short term, the evidence produced during the
evidentiary hearing does not'support.the conclusion thét Amazon
Business will be in a position to restore competition lost by
the proposed merger within three years.

First, despite '‘entering the office supply business fourteen
years ago, large B-to-B customers still do not view Amazon
Business as a viable alternative to Staples and Office Depot.

PX07518 (Amazon) at 001 (“Our customers tell us that -
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Business’ participation in RFPs has been “limited.” Hrg Tr.
546:18-547:4; see also 1943:14-1947:9 (HPG) (noting that HPG's
membership and advisory board would require proof of Amazon
Business’ demonstrated success inh serving large B-to-B customers
before considering Amazon Business as a primary vendor).
Signficantly, Amazon Business also has yet to successfully bid
to be a large B-to-B customer’s primary vendor. Hrg Tr. 551:11-
13; see also Hrg Tr. 206-207 (AEP) (testifying that Amazon
Business did not have all services required to be its primary

vendor when it was considered by AEP in 2015). When Amazon

Business has participated in RFPs, _
_. Id. 551:11-552:5; 851:21-852:8; McDevitt Dep.

186:6-16 (Amazon’s prices to - were .% higher than lowest
bid) .

The Court has considered whether Amazon Business’ newly
energiéed focus on the B—£6—B space could t£ansform the office’
supply industry for B-to-B customers in such a dramatic way that
the RFP process may be “what dinosaurs do” in the future. Hrg
Tr. 2693:19-2694:9 (Ms. Sullivan’s cross of Dr. Shapiro: “You
know Dr. Shapiro, [Amazon Business] intends to make the RFP
process obsolete.). However, during Mr. Wilson’s deposition, he
testified that Amazon Business does not seek to change the RFP

process. PX02125 (Wilson Dep. 193:10-194:1). During cross-
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examination, Defendants addressed this point with Mr. Wilson
directly:
Ms. Sullivan: And anybody that's been watching what's
been going on in the world understands that the way
the old companies are doing things, running around,
trying to get RFPs and a contract is kind of the old
world. The new world is going to be procurement
officers sitting at their desks using platforms like
the one you're developing?
Mr. Wilson: I don't know —-- I mean, that's maybe one
vision of what may happen. We'll see how the
technology sort of evolves and where things land.

Ms. Sullivan: But that's your plan, that that's going
to be the new world?

Mr. Wilson: Well, our plan is to bring Amazon Business
shopping experience to customers. And we would like
for them to be able to -- to leverage it, and we would
like to create a solution that they like.
Hrg Tr. 692:11-25. Mr. Wilson’s testimony does not support
the conclusion that Amazon Business seeks to make the RFP
process obsolete. Defendants did not offer testimony from
other‘industry experts or offerlany other credible evidence
that the RFP process will become obsolete within the next
three years. The evidence before the Court simply does not
support a finding that Amazon Business will, within the
next three years, either compete for large RFPs in the same
way that Office Depot does now, or so transform the
industry as to make the RFP process obsolete.

Second, Amazon Business’ marketplace model is at odds with

the large B-to-B industry. Similar to Amazon’s consumer
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marketplace, half of all sales on Amazon Business are serviced
by Amazon directly, while the other half are serviced by third-
party sellers. Hrg Tr. 552. Amazon does not control the price or
delivery offered by third-party sellers. Id. 842:14. Mr. Wilson
confirmed that this will not change. Id. 843: 7-9 (“Q: You have
no plans to force the third parties to offer particular prices?
A: No, we’ll never do that. No.”). Amazon Business’ lack of
control over the price offered by third-party sellers
contributes to Amazon Business’ inability to offer guaranteed

pricing. Mr. Wilson also testified that Amazon Business will not

). The evidence thus shows that Amazon Business’ -

, guaranteed pricing is

not feasible at this time, and

Absent

these features, which are fundamental to the current office
supply industry for large B-to-B customers, the record is devoid
of evidence to support the proposition that large business would
shift their entire office supply spend to Amazon Business in the
next three years.

Finally, although Amazon Business’ 2020 revenue projection

is an impressive -, only _ percent of that
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is forecast to come from the sale of office supplies. Hrg Tr.
856:5-16; PX 06300 (Shapiro Reply) at 028. This level of revenue
for office supplies would give Amazon Business only a very small
share in the relevant market. Shapiro Hrg Tr. 2432:11-19;
2436:15-19 (Dr. Shapiro: “So, in the end, no, I don’t think over
the next two years or so that they will - are likely to step in
and provide sufficient additional competition to protect large

customers . . .”). Further, Amazon Business’ 2020 forecast .

Hrg Tv. 579:15-581:4;"719:256~720:3; 720822721324,

856:5-13. Even the launch of — is uncertain

Park Dep.

due to

731:17-732:1 (testifying that

¥ .

At the conclusion of Mr. Wilson’s testimony, the Court

asked whether,

Hrg Tr.

859:10-16. Mr. Wilson answered "

” Id. at 859:22-23. Similarly, during
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Mr. Wilson’s testimony about Amazon Business’ ability to compete
for RFPs, the Court engaged in this exchange:
THE COURT: So, if one were to predict -- if a vice
president were to predict five years from now, you'd be
'in a much better position to respond, just predicting?’

THE WITNESS: That's our point, yes.

THE COURT: Right. And that -- the strength of that
prediction is based upon what?

THE WITNESS: Investment in resources.

THE COURT: Right. And that's something that, I guess
from a business point of view, you plan to do?

THE WITNESS: I plan to request the resources.

THE COURT: Right. Because you want to be as successful
as you possibly can and compete, right?

THE WITNESS: Absolutely.
Hrg Tr. 553:1-17.

Critically, however, when the Court asked whether Mr.

This answer, considered in light of Amazon Business’ lack of

demonstrated ability to compete for RFPs and the structural and
institutional challenges of its marketplace model, leads the
Court to conclude that Amazon Business will not be in a position
to compete in the B-to-B space on par with the proposed merged

entity within three years. Just as it would be “pure
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speculation” for an Amazon Business employee to give a date
sheer speculation, based on the evidence, for the Court to

conclude otherwise. If Amazon Business was more developed and

may have been different.14
2. WB Mason and other competitors

Brief discussion is necessary with regard to the ability of
existing competitors to fill the competition gap that would be
left in the wake of this merger. WB Mason is the third largest
office supply company in the U.S., but is a distant third behind
Defendants, retaining less than one percent market share in the
relevant market. PX03021 (WB Mason Decl.) q 6. WB Mason has nine
custémers in the Fortuﬁe 1000+ Hrg Tr. 16i1:21—1611:24. WB Mason

and other regional and local office supply vendors are at a

14 Throughout the hearing Defendants argued that the FTC's
declaration drafting process, especially as it pertained to Mr.
Wilson, was “wrong.” Hrg Tr. 3016:11-14. As is routine in
antitrust cases, the FTC began drafting declarations based on
the interviews that were conducted. The companies and the FTC
then engaged in a back-and-forth process of edits. Some
companies found the FTC’s drafts to be accurate, others, like
Bmazon, sought significant edits. Although the Court expressed
its concern about this process at various times during the
hearing, no evidence of an improper motive on the part of the
FTC was ever presented. Hrg Tr. 3016-3018.
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competitive disadvantage because they do not have the resources
to serve large customers nationwide. Id. at 1601: 3-8, 1687:13-
22, 1697:2-8. Although WB Mason is confident in its ability to
compete with Staplés in Masonville, it does not bid on large
RFPs outside of Masonville. Hrg Tr. (Meehan “We’ll respond to
RFPs that are inside of Masonville, that are headquartered in
Masonville, that the majority of the business is inside of
Masonville.”).

It is significant that WB Mason does not have the desire
or the ability to compete with the merged entity ocutside of
Masonville. Pls.’ FOF 9 44. As WB Mason’s CEO Mr. Meehan
testified, “we don’t have any plans to expand [outside of
Masonville] . . . We’re going to focus on Masonville.” Hrg Tr.

Meehan, 1671. After establishing that it would take _

- for WB Mason to expand nationwide, the Court asked Mr.
Meehan “If tDefendants] gave y.ou $-, woﬁld you accept
it to be competitive with them?” He answered “I don’t know if I
would. That’s a big challenge. I mean, that’s if I even want to
do this, right? Become this. I - no, I would definitely think
about it, Your Honor.” Id. 1790.
Like WB Mason, other regional and local office supply

companies also face the structural disadvantage of purchasing
from wholesalers instead of manufacturers. Id. Hrg Tr. 1584:23-

1585:2. This means their costs are higher than those of
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Defendants. Further, because their overall volumes are lower,
they cannot offer the deep discounts that Defendants are able to
offer. Pls.” FOF 1 168. There was simply no other evidence
presented during the hearing that supports Defendants’ assertion
that utilizing a collection of regional or local office supply
companies would meet the needs of large B-to-B customers.
J. Weighing the Equities

Although Plaintiffs are entitled to a presumption in favor
of injunctive relief for the reasons discussed, Section 13(b)’s
“public interest” standard still requires the Court to weigh the
public and private equities of enjoining the merger. Heinz, 246
F. 3d at 726. The public interests to be considered include: (1)
the public interest in effectively enforcing antitrust laws; and
(2) the public interest in ensuring that the FTC has the ability
to order effective relief if it succeeds at the merits trial.
‘See e.g. Sysco, 113 F. Supp. 34 at 86. Both factors weigh in
favor of granting Plaintiffs’ Motion for Preliminary Injunction.

First, the “principle public equity weighing in favor of
issuance of preliminary injunctive relief is the public interest
in the effective enforcement of the antitrust laws.” Swedish
Match, 131 F. Supp. 2d at 173. Because the law is clear that
this merger is likely to lessen competition in the relevant
market, it is in the public’s interest for the merger to be

enjoined. Second, preserving the FTC’s ability to order
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effective relief after the administrative hearing also weighs in

favor of enjoining the proposed merger. As discussed at some
length during the parties’ summations, it is “impossible to

recreate pre-merger competition” if the parties are allowed to

merge pending the administrative hearing. Sysco, 113 F. Supp. 3d

at 87 (quoting Swedish Match, 131 F. Supp. 2d at 173); see also
Hrg Tr. (Ms. Reinhart: “There’s no doubt about it, the eggs
would be scrambled. Once that happens, it’s very difficult to
get the companies apart.”). Thus, the second public interest
consideration also weighs in favor of enjoining the merger.

Defendants argue that the equities favor allowing the
merger to proceed because “it is undisputed that the
overwhelming majority (more than 99%) of B2B customers and all
retail customers will benefit—or at least not be harmed—=from
this merger.” Defs.’ FOF q 297. This argument is the same as
Defendahts’ argument in oéposition to Plainﬁiffs' alleged
relevant market, for which Defendants cite no persuasive
authority. The Court rejects the argument for the same reasons
discussed in Section IV.C.2. supra.

Because Defendants have not made a showing of public
equities that favor allowing the merger to proceed immediately,

the Court should go no further because “[w]lhen the Commission

demonstrates a likelihood of ultimate success, a counter showing

of private equities alone [does] not suffice to justify denial
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of a preliminary injunction barring the merger.” F.T.C. v. Whole
Foods Mkt., Inc., 548 F.3d 1028, 1050 (D.C. Cir. 2008) (quoting
FTC v. Weyerhaeuser, 665 F. 2d 1071, 1083 (D.C. Cir. 1981). 15

V. Conclusion

As Judge Mehta observed in Sysco, “There can be little doubt
that the acquisition of the second largest firm in the market by
the largest firm in the market will tend to harm competition in
that market.” 113 F. Supp. 3d at 88 (quoting J. Tatel in Whole
Foods, 548 F.3d at 1043). The Court concludes that Plaintiffs
have met their burden of showing by a “reasonable probability”
that Staples’ acquisition of Office Depot would lessen
competition in the sale and distribution of consumable office
supplies in the large B-to-B market in the United States. The
evidence offered by Defendants to rebut Plaintiffs’ showing of
likely harm was inadequate as a matter of law. Plaintiffs have
therefore carried their Ultimate.burden of'showing'that they ‘are
likely to succeed in proving, after a full administrative

hearing on the merits, that the proposed merger “may be

15 Defendants bear the burden of showing that any proposed remedy
would negate any anticompetitive effects of the merger and that
their claimed efficiencies are: (1) merger specific; and (2)
reasonably verifiable by an independent party. H&R Block, 833 F.
Supp. 2d at 89. Because Defendants rested at the close of
Plaintiffs’ case-in-chief and called no witnesses to support
their arguments related to remedies or efficiencies, they have
not met their burden. ' '
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substantially to lessen competition, or to tend to create a
monopoly” in violation of Section 7 of the Clayton Act.

For the reasons discussed herein, Plaintiffs’ Motion for
Preliminary Injunction is GRANTED. A separate order accompanies
this Memorandum Opinion.

SO ORDERED.
Signed: Emmet G. Sullivan

United States District Judge
May 10, 2016
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News Release

Staples and Office Depot to Terminate Merger Agreement

Staples Announces Strategic Plan to Enhance Value:
- Increasing Focus on Mid-Market Customers in North America
- Exploring Strategic Alternatives for European Operations
- Initiating New $300 Million Cost Reduction Plan
- Continuing to Return Cash to Shareholders

FRAMINGHAM, Mass.--(BUSINESS WIRE)--May 10, 2016-- Staples, Inc. (Nasdaq: SPLS) today announced that on May 16, 2016, the company and Office Depot, Inc. plan to terminate
their merger agreement following U.S. District Court for the District of Columbia’s recent ruling granting the Federal Trade Commission’s request for a preliminary injunction to block the
acquisition. Under the terms of the merger agreement, Staples will pay Office Depot a $250 million break-up fee. Staples also plans to terminate its agreement to sell more than $550
million in large corporate contract business and related assets to Essendant in connection with the termination of the Office Depot merger agreement.

“We are extremely disappointed that the FTC’s request for preliminary injunction was granted despite the fact that it failed to define the relevant market correctly, and fell woefully short of
proving its case,” said Ron Sargent, Staples’ chairman and chief executive officer. “We believe that it is in the best interest of our shareholders, customers, and associates to forego
appealing this decision, terminate the merger agreement, and move on with our strategic plan to drive shareholder value. We are positioning Staples for the future by reshaping our
business, while increasing our focus on mid-market customers in North America and categories beyond office supplies.”

The company announced a strategic plan to enhance long-term value including the following actions:

Winning in the Mid-Market with Products and Services

Staples is building on its success serving the needs of mid-market business customers with 10 — 200 employees. The company is focused on increasing its share of wallet with existing
customers and acquiring new customers. The company is increasing its offering of products and services beyond office supplies. Staples also plans to pursue market share gains in core
categories like office supplies, ink, toner and paper. To support its growth plans, the company will invest in lower prices and improved supply chain capabilities and add more than 1,000
associates to its mid-market sales force. The company will simplify the customer experience with its world-class digital selling tools and capabilities. Staples will also pursue acquisitions
of business-to-business service providers and companies specializing in categories beyond office supplies to build scale and credibility and accelerate growth in these areas.

Reshaping Staples to Reduce Risk and Preserve Profitability

Staples plans to explore strategic alternatives for its European operations. This will allow the company to sharpen its focus and more aggressively pursue its mid-market growth strategy
in North America. Staples has closed more than 300 of its stores in North America since 2011. The company remains committed to increasing productivity and preserving profitability in its
North American retail stores by increasing customer conversion, increasing the mix of services, reducing fixed costs, and closing underperforming stores. The company plans to close at
least 50 stores in North America in 2016.

Reducing Costs to Drive Efficiency and Fund Growth Investments

The company generated approximately $750 million of annualized pre-tax cost savings from 2013-2015 by evolving business processes, increasing productivity, and developing more
efficient ways to serve customers. Staples is initiating a new multi-year cost savings plan which is expected to generate approximately $300 million of annualized pre-tax cost savings by
the end of 2018. The company will primarily focus on reducing product costs, optimizing promotions, increasing the mix of Staples Brand products, and reducing operating expenses.

Continuing to Return Cash to Shareholders
Staples will continue to return excess cash to shareholders. The company remains committed to its dividend program. Staples plans to resume repurchasing its common stock through
open-market purchases during the second quarter of 2016. The company expects share repurchases of approximately $100 million in 2016.

Staples Q1 2016 Earnings Call

Staples, Inc. will hold its quarterly conference call to discuss first quarter 2016 results and its strategic plan on Wednesday, May 18, 2016 at 8:00 a.m. Eastern Time. To listen to the
conference call via webcast, please visit Staples’ Investor Relations website at http://investor.staples.com.

About Staples, Inc.

Staples retail stores and staples.com help small business customers make more happen by providing a broad assortment of products, expanded business services and easy ways to
shop, all backed with a lowest price guarantee. Staples offers businesses the convenience to shop and buy how and when they want - in store, online, via mobile or though social apps.
Staples.com customers can either buy online and pick-up in store or ship for free from staples.com with Staples Rewards minimum purchase. Expanded services also make it easy for
businesses to succeed with in-store Business Centers featuring shipping services and products, copying, scanning, faxing and computer work stations, Tech Services, full-service Print &
Marketing Services, Staples Merchant Services, small business lending and credit services.

Staples Business Advantage, the business-to-business division of Staples, Inc., helps mid-market, commercial and enterprise-sized customers make more happen by offering a curated
assortment of products and services combined with deep expertise, best-in-class customer service, competitive pricing and state-of-the-art ecommerce site. Staples Business Advantage
is the one-source solution for all things businesses need to succeed, including office supplies, facilities cleaning and maintenance, breakroom snacks and beverages, technology,
furniture, interior design and Print & Marketing Services. Headquartered outside of Boston, Staples, Inc. operates throughout North and South America, Europe, Asia, Australia and New
Zealand. More information about Staples (NASDAQ: SPLS) is available at www.staples.com.

Safe Harbor for Forward-Looking Statements

Certain information contained in this news release constitutes forward-looking statements for purposes of the safe harbor provisions of The Private Securities Litigation Reform Act of
1995. Any statements contained in this news release that are not statements of historical fact should be considered forward-looking statements. You can identify forward-looking
statements by the use of the words “believes”, “expects”, “anticipates”, “plans”, “may”, “will”, “would”, “intends”, “estimates”, and other similar expressions, whether in the negative or
affirmative, although not all forward-looking statements include such words. Forward-looking statements are based on a series of expectations, assumptions, estimates and projections
which involve substantial uncertainty and risk, including the review of our assessments by our outside auditor and changes in management’s assumptions and projections. Actual results
or events may differ materially from those indicated by such forward-looking statements as a result of risks, uncertainties and other important factors, including but not limited to factors
discussed or referenced in our annual report on Form 10-K filed on March 4, 2016 with the SEC, under the heading “Risk Factors” and elsewhere, and any subsequent periodic or current
reports filed by us with the SEC. In addition, any forward-looking statements represent our estimates only as of the date such statements are made (unless another date is indicated) and
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should not be relied upon as representing our estimates as of any subsequent date. While we may elect to update forward-looking statements at some point in the future, we specifically
disclaim any obligation to do so, even if our estimates change.

View source version on businesswire.com: http://www.businesswire.com/news/home/20160510007030/en/

Source: Staples, Inc.

Staples, Inc.

Media Contact:

Mark Cautela, 508-253-3832
Investor Contact:

Chris Powers, 508-253-4632
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Office Depot Responds to District Court’s Ruling on Merger with Staples

BOCA RATON, Fla.--(BUSINESS WIRE)--May 10, 2016-- Office Depot, Inc. (NASDAQ: ODP) today issued the
following statement from Chairman and Chief Executive Officer Roland Smith after the U.S. District Court in the District
of Columbia granted the Federal Trade Commission’s (FTC) request for a preliminary injunction to block the proposed
merger of Staples, Inc. (NASDAQ: SPLS) and Office Depot.

Smith commented:

“While we are respectful of the Court’s decision to grant the FTC’s request for a preliminary injunction to prevent our
merger with Staples, we are disappointed by this outcome and strongly believe that a merger would have benefitted all
of our customers in the long term. We do not intend to appeal the Court’s decision and the two companies plan to
terminate the merger agreement effective May 16, 2016.

“As the Staples merger process comes to an end, we look forward to re-energizing our business. We remain committed
to delivering our 2016 Critical Priorities and realizing the remaining synergies and efficiencies that come from the
integration of Office Depot and OfficeMax. Once the Staples merger agreement is formally terminated, we plan to host
an investor conference call on May 16 to discuss next steps in our go-forward strategy.”

About Office Depot, Inc.

Office Depot, Inc. is a leading global provider of products, services, and solutions for every workplace — whether your
workplace is an office, home, school or car.

Office Depot, Inc. is a resource and a catalyst to help customers work better. We are a single source for everything
customers need to be more productive, including the latest technology, core office supplies, print and document
services, business services, facilities products, furniture, and school essentials.

The Company has annual sales of approximately $14 billion, employs approximately 49,000 associates, and serves
consumers and businesses in 59 countries with approximately 1,800 retail stores, award-winning e-commerce sites and
a dedicated business-to-business sales organization — all delivered through a global network of wholly owned
operations, franchisees, licensees and alliance partners. The Company operates under several banner brands including
Office Depot, OfficeMax, Grand & Toy, and Viking. The company’s portfolio of exclusive product brands include TUL,
Foray, Brenton Studio, Ativa, WorkPro, Realspace and HighMark.

Office Depot, Inc.’'s common stock is listed on the NASDAQ Global Select Market under the symbol “ODP”. Additional
press information can be found at: http./news.officedepot.com.

All trademarks, service marks and trade names of Office Depot, Inc. and OfficeMax Incorporated used herein are
trademarks or registered trademarks of Office Depot, Inc. and OfficeMax Incorporated, respectively. Any other product
or company names mentioned herein are the trademarks of their respective owners.

View source version on businesswire.com: http://www.businesswire.com/news/home/20160510007026/en/

Source: Office Depot, Inc.

Office Depot, Inc.

Richard Leland, 561-438-3796
Richard.Leland@officedepot.com
or

Karen Denning, 630-438-7445
Karen.Denning@officedepot.com
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