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C  O  R  P  O  R  A  T  E  P  A  R  T  I C  I P  A  N  T  S  C h ris

P o w ers S tap les In c - V P  o f IR  R o n ald  - R o n  S arg en t S tap les

In c - C h airm an  an d  C E O  R o lan d  S m ith  O ffice D ep o t, In c. -

C h airm an  an d  C E O  C h ristin e K o m o la S tap les In c - C F O

C  O  N  F  E  R  E  N  C  E  C  A  L  L  P  A  R  T  I C  I P  A  N

T  S  A ram  R u b in so n  Wo lfe R esearch  - A n aly st S eth

S ig m an  C red it S u isse - A n aly st D an  B in d er Jefferies &  C o . - A n aly st

Mich ael L asser U B S  - A n aly st O liv er Win term an tel E v erco re IS I - A n aly st

A lan  R ifk in  B arclay s C ap ital - A n aly st C h risto p h er H o rv ers

JP Mo rg an  - A n aly st B rad  T h o m as K ey B an c C ap ital Mark ets -

A n aly st D av id  S trasser Jan n ey  Mo n tg o m ery  S co tt - A n aly st

Matth ew  F assler G o ld m an  S ach s - A n aly st S im eo n  G u tm an

Mo rg an  S tan ley  - A n aly st P  R  E  S  E  N  T  A  T  I O  N

O p erato r G o o d  d ay , lad ies an d  g en tlem en , an d  w elco m e to

th e S tap les In c. an n o u n ces acq u isitio n  o f O ffice D ep o t In c. co n feren ce call.

My  n am e is D av e, an d  I w ill b e y o u r o p erato r fo r to d ay .

(O p erato r In stru ctio n s) A s a rem in d er, th is call is b ein g  reco rd ed  fo r rep lay

p u rp o ses. I w o u ld  n o w  lik e to  tu rn  th e call o v er to  Mr. C h ris

P o w ers, V ice P resid en t o f In v esto r R elatio n s. P lease p ro ceed , sir. C h ris

P o w ers - S tap les In c - V P  o f IR  T h an k s, D av e. G o o d

m o rn in g , ev ery o n e, an d  th an k s fo r jo in in g  u s to

d iscu ss S tap les acq u isitio n  o f O ffice D ep o t. D u rin g  to d ay 's call certain

in fo rm atio n  w e w ill d iscu ss reg ard in g  th e acq u isitio n  co n stitu tes

fo rw ard -lo o k in g  statem en ts fo r th e p u rp o ses o f th e S afe H arb o r

p ro v isio n s o f th e P riv ate S ecu rities L itig atio n  R efo rm  A ct o f

1 9 9 5 . A ctu al resu lts m ay  d iffer m aterially  fro m  th o se in d icated  b y

su ch  fo rw ard -lo o k in g  statem en ts as a resu lt o f v ario u s facto rs,

in clu d in g  th o se d iscu ssed  o r referen ced  in  S tap les m o st recen t F o rm

1 0 -Q  an d  o th er d o cu m en ts o n  file w ith  th e S E C . 2

T H O MS O N  R E U T E R S

S T R E E T E V E N T S  | w w w .streetev en ts.co m  | C o n tact

U s © 2 0 1 5  T h o m so n  R eu ters. A ll rig h ts reserv ed .

R ep u b licatio n  o r red istrib u tio n  o f T h o m so n  R eu ters

co n ten t, in clu d in g  b y  fram in g  o r sim ilar m ean s, is p ro h ib ited

w ith o u t th e p rio r w ritten  co n sen t o f T h o m so n  R eu ters.

'T h o m so n  R eu ters' an d  th e T h o m so n  R eu ters lo g o  are

reg istered  trad em ark s o f T h o m so n  R eu ters an d  its affiliated  co m p an ies.

F E B R U A R Y  0 4 , 2 0 1 5  / 1 :0 0 P M,

S P L S  - S tap les In c A n n o u n ces A cq u isitio n  o f O ffice

D ep o t In c M& A  C all

 



O n  th e call w ith  u s th is m o rn in g  are R o n  S arg en t, C h airm an

an d  C h ief E x ecu tiv e O fficer o f S tap les, C h ristin e K o m o la, C h ief

F in an cial O fficer o f S tap les, an d  fro m  B o ca R ato n , R o lan d

S m ith , C h airm an  an d  C h ief E x ecu tiv e O fficer o f O ffice D ep o t.

With  th at, I'll tu rn  th e call o v er to  R o n . R o n ald  - R o n  S arg en t -

S tap les In c - C h airm an  an d  C E O  Well, th an k  y o u , C h ris,

an d  g o o d  m o rn in g , ev ery b o d y . T h an k s fo r

jo in in g  u s o n  sh o rt n o tice. T h is m o rn in g  I am  v ery

ex cited  to  an n o u n ce S tap les acq u isitio n  o f O ffice D ep o t. T h is

tran sactio n  w ill b rin g  to g eth er tw o  stro n g  an d

co m p lem en tary  co m p an ies, an d  create trem en d o u s v alu e fo r S tap les, as

w ell as O ffice D ep o t sh areh o ld ers. F irst, let m e g iv e y o u  so m e co n tex t.

C u sto m er n eed s an d  ex p ectatio n s are ch an g in g  rap id ly . P ap er-

b ased  o ffice su p p lies are b ein g  rep laced  b y  tech n o lo g y .

C u sto m er d em an d  co n tin u es to  sh ift o n lin e. We are g o in g

u p  ag ain st a w id er set o f retail an d  o n lin e co m p etitio n , an d  cu sto m ers

o f all sizes are lo o k in g  fo r in creased  v alu e, sh arp er p ricin g , an d

im p ro v ed  serv ice acro ss all categ o ries. T o  resp o n d  to  th ese tren d s in  th e

m ark etp lace, tw o  y ears ag o  S tap les B o ard  o f D irecto rs an d

m an ag em en t team  lau n ch ed  a strateg ic rein v en tio n  p lan  to  b etter m eet th e

ch an g in g  n eed s o f cu sto m ers, an d  p o sitio n  th e

C o m p an y  to  g en erate lo n g -term  sh areh o ld er v alu e. O u r

rein v en tio n  is w o rk in g . We are b u ild in g  scale, cred ib ility  in  n ew

categ o ries, an d  to d ay  n early  h alf o f S tap les sales are in  categ o ries b ey o n d  o ffice

su p p lies. We're acceleratin g  g ro w th  in  S tap les.co m , an d  in  N o rth

A m erican  co n tract. We h av e en h an ced  o u r co p y  an d  p rin t

o fferin g . We are ah ead  o f sch ed u le, o p tim izin g  o u r retail sto re n etw o rk .

We are b u ild in g  a stro n g er co n n ectio n  b etw een  o u r o n lin e

an d  retail b u sin esses. We'v e stab ilized  E u ro p e. We are rig h t o n  track  w ith

o u r g lo b al co st red u ctio n  p lan , an d  w e're u sin g  th ese sav in g s

to  fu n d  in v estm en ts in  o u r k ey  g ro w th  in itiativ es. T h e su ccess

w e'v e h ad  an d  th e in v estm en ts w e'v e m ad e to  rep o sitio n  o u r

C o m p an y  h av e p u t u s in  a p o sitio n  to  create trem en d o u s

v alu e fo r sh areh o ld ers w ith  th e acq u isitio n  o f O ffice D ep o t. T h is

acq u isitio n  w ill d ram atically  accelerate o u r strateg ic rein v en tio n . L et m e g iv e

y o u  a little b ack g ro u n d  o n  to d ay 's an n o u n cem en ts.

T h e to p  p rio rity  o f o u r B o ard  is to  create v alu e fo r sh areh o ld ers. A s

p art o f o u r lo n g -ran g e p lan , last su m m er o u r m an ag em en t team

an d  o u r B o ard  an aly zed  th e o p p o rtu n ity  to  accelerate o u r strateg ic

rein v en tio n  th ro u g h  th e acq u isitio n  o f O ffice D ep o t. S tap les

an d  O ffice D ep o t b eg an  d iscu ssio n s to  ev alu ate a p o ten tial

co m b in atio n  in  S ep tem b er 2 0 1 4 . B o th  S tap les an d

O ffice D ep o t h av e in d ep en d en tly  an aly zed  th e reg u lato ry

co n sid eratio n s related  to  th is tran sactio n , an d  th e B o ard s o f b o th

co m p an ies u n an im o u sly  su p p o rt th e acq u isitio n . T h e

strateg ic an d  fin an cial b en efits o f S tap les acq u isitio n  o f O ffice D ep o t are

co m p ellin g . T h e co m b in ed  C o m p an y  is b etter

p o sitio n ed  to  p ro v id e v alu e to  cu sto m ers, an d  co m p ete

ag ain st a larg e an d  d iv erse set o f co m p etito rs. We ex p ect to  d eliv er at least $ 1

b illio n  o f an n u alized  sy n erg ies b y  th e th ird  fiscal y ear p o st-clo sin g .

T h e o p eratio n al efficien cies an d  co st sav in g s w ill b e u sed  to  d ram atically  accelerate

S tap les strateg ic rein v en tio n . T h e co m b in ed  C o m p an y  w ill

b e b etter eq u ip p ed  to  o p tim ize o u r retail fo o tp rin t, m in im ize

red u n d an cy , an d  red u ce co sts. A n d  in  th e first y ear p o st clo sin g ,

w e ex p ect th e acq u isitio n  to  b e accretiv e to  E P S  after ex clu d in g  o n e-

tim e in teg ratio n  an d  restru ctu rin g  co sts an d  p u rch ase acco u n tin g

ad ju stm en ts. N o w  I w o u ld  lik e to  tak e a m in u te to  g iv e

y o u  a q u ick  o v erv iew  o f th e term s o f th e acq u isitio n . F o r each

sh are o f O ffice D ep o t sto ck , sh areh o ld ers w ill receiv e $ 7 .2 5  in  cash , an d

0 .2 1 8 8  o f a sh are in  S tap les sto ck  at clo sin g . B ased  o n  S tap les

clo sin g  sh are p rice o n  F eb ru ary  2 , th e last trad in g  d ay  p rio r to  in itial

m ed ia sp ecu latio n  ab o u t a p o ssib le tran sactio n , th e tran sactio n  v alu es O ffice

D ep o t at $ 1 1  p er sh are, o r an  eq u ity  v alu e o f $ 6 .3  b illio n .
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B ased  o n  th e fu ll-y ear 2 0 1 4  g u id an ce th at O ffice D ep o t g av e

u s -- g av e o n  its Q 3  earn in g s call an d  S tap les clo sin g  sh are p rice o n

F eb ru ary  2 , th e tran sactio n  v alu es th e C o m p an y  at

ap p ro x im ately  8 .5  tim es 2 0 1 4  E B IT D A , o r

ap p ro x im ately  3 .5  tim es 2 0 1 4  E B IT D A , after

in clu d in g  a m in im u m  o f $ 1  b illio n  o f sy n erg ies th at w e

p lan  to  ach iev e. T h e acq u isitio n  is su b ject to  cu sto m ary  clo sin g

co n d itio n s, an ti-tru st reg u lato ry  ap p ro v al, an d  O ffice D ep o t

sh areh o ld er ap p ro v al. T h e m erg er ag reem en t co n tain s a

p ro v isio n  w h ereb y  S tap les is n o t req u ired  to  clo se th e tran sactio n  if

an titru st au th o rities req u ire d iv estitu re o f assets th at d eliv er m o re th an  $ 1 .2 5

b illio n  o f O ffice D ep o t's 2 0 1 4  rev en u es in  th e U n ited  S tates.

A d d itio n ally , S tap les is n o t req u ired  to  clo se th e tran sactio n  if a

req u irem en ts o f th e an titru st au th o rities h as a m aterial ad v erse effect o n  O ffice D ep o t

o p eratio n s o u tsid e th e U n ited  S tates. S tap les is req u ired  to  p ay  a

$ 2 5 0  m illio n  term in atio n  fee to  O ffice D ep o t, if th e m erg er ag reem en t is

term in ated  d u e to  an titru st req u irem en ts. B o th  co m p an ies h av e

ag reed  to  v ig o ro u sly  co n test an y  p o ten tial ch allen g es to  th e

tran sactio n  b y  an titru st au th o rities. T h e clo sin g  o f th e tran sactio n  is n o t

su b ject to  fin an cin g  co n d itio n s, an d  w e ex p ect to  clo se o n  th e

d eal b y  th e en d  o f calen d ar y ear 2 0 1 5 . T u rn in g  to

g o v ern an ce an d  lead ersh ip , fo llo w in g  th e clo se o f th e tran sactio n ,

S tap les' n ew ly  co n stitu ted  B o ard  o f D irecto rs w ill in crease in  size fro m  1 1

to  1 3  m em b ers, an d  in clu d e tw o  O ffice D ep o t d irecto rs

ap p ro v ed  b y  S tap les. We are p lan n in g  fo r S tap les co rp o rate

h ead q u arters in  F ram in g h am , Massach u setts to  serv e as th e co m b in ed

co m p an y 's h ead q u arters fo llo w in g  th e clo se o f th e tran sactio n . We

also  p lan  to  ev alu ate m ain tain in g  a p resen ce in  B o ca R ato n , F lo rid a.

S tap les acq u isitio n  o f O ffice D ep o t w ill create a $ 3 9  b illio n  d istrib u to r

o f p ro d u cts o f serv ices fo r b u sin esses o f all sizes, as w ell as fo r co n su m ers. T h e

co m b in ed  co m p an y  cu rren tly  o p erates 2 4 3

d istrib u tio n  facilities, an d  4 ,0 2 0  sto res w o rld w id e. B efo re I tu rn  th e call

o v er to  R o lan d , I w o u ld  lik e to  co n g ratu late h im  fo r a jo b

w ell d o n e o n  th e in teg ratio n  o f O ffice D ep o t an d  O fficeMax . I

co n tin u e to  b e im p ressed  b y  th e O ffice D ep o t lead ersh ip  team , an d

th e early  w o rk  th at th ey  h av e d o n e to  d ev elo p  a u n iq u e

sellin g  p ro p o sitio n . T h ey  are a stro n g  an d  h ig h ly

m o tiv ated  o rg an izatio n , an d  w e lo o k  fo rw ard  to

w o rk in g  to g eth er as w e b u ild  an d  ex ecu te o n  o u r

in teg ratio n  p lan s. O ffice D ep o t w ill m ak e S tap les b ig g er, an d  m o re

im p o rtan tly , w e also  b eliev e th at O ffice D ep o t w ill m ak e S tap les b etter.

A n d  w ith  th at, I'll tu rn  it o v er to  R o lan d . R o lan d  S m ith  -

O ffice D ep o t, In c. - C h airm an  an d  C E O  T h an k  y o u ,

R o n , an d  g o o d  m o rn in g , ev ery o n e. I w o u ld

lik e to  start b y  co n g ratu latin g  R o n  an d  h is m an ag em en t team ,

th e S tap les B o ard  o f D irecto rs, an d  th an k  th em  fo r th eir

co llab o ratio n  an d  co m m itm en t to  g ettin g  u s h ere to d ay .

T h is tran sactio n  is an  en d o rsem en t o f o u r m an y

acco m p lish m en ts an d  th e o u tstan d in g  su ccess w e h av e h ad

in teg ratin g  O ffice D ep o t an d  O fficeMax  o v er th e p ast y ear. It's a testam en t to  th e

h ard  w o rk  an d  d ed icatio n  o f O ffice D ep o t asso ciates. T h e

co m b in atio n  is h ig h ly  co m p ellin g , as it creates trem en d o u s

o p p o rtu n ities fo r g ro w th  w h ile creatin g  in creased  v alu e an d

co n v en ien ce fo r o u r cu sto m ers. Im p o rtan tly , th is m erg er d eliv ers

v alu e to  O ffice D ep o t sh areh o ld ers, an d  p ro v id es th em  th e

o p p o rtu n ity  to  p articip ate in  th e fu tu re su ccess o f th e co m b in ed

co m p an y . B ased  o n  th e term s o f th e ag reem en t, th e tran sactio n  v alu e

rep resen ts a 6 5 %  p rem iu m  o v er th e 9 0 -d ay  av erag e clo sin g  p rice

o f O ffice D ep o t sh ares. O ffice D ep o t sh areh o ld ers w ill o w n

ap p ro x im ately  1 6 %  o f S tap les w h en  th e d eal clo ses. G iv en  th e

ex cellen t p ro g ress w e'v e m ad e o n  o u r in teg ratio n  an d  th e

relatio n sh ip s I'v e b u ilt w ith  o u r asso ciates aro u n d  th e w o rld , it w ill

n o t b e easy  to  ced e co n tro l o f a g reat co m p an y  lik e O ffice D ep o t.

T h at said , I b eliev e th e v alu e th at th is tran sactio n  w ill create fo r o u r sh areh o ld ers

an d  cu sto m ers is th e b est p ath  fo rw ard  fo r O ffice D ep o t, an d  w e

lo o k  fo rw ard  to  b rin g in g  all o f o u r ex p erien ce an d

k n o w led g e to  th e n ew  o rg an izatio n . A s w e w o rk

th ro u g h  th e reg u lato ry  ap p ro v al p ro cess, R o n  an d  h is

team  w ill co n tin u e to  fo cu s o n  S tap les strateg ic rein v en tio n  p lan ,

an d  m y  team  an d  I w ill co n tin u e to  fo cu s o n  o u r critical p rio rities

in clu d in g  th e in teg ratio n  o f O ffice D ep o t an d  O fficeMax . 4
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T h an k  y o u . A n d  I w ill n o w  tu rn  th e call b ack  o v er to

R o n . R o n ald  - R o n  S arg en t - S tap les In c - C h airm an  an d

C E O  T h an k s, R o lan d . It's b een  a p leasu re w o rk in g  w ith

y o u  an d  y o u r team  o v er th e last sev eral m o n th s. C h ristin e w ill

n o w  d iscu ss sy n erg ies an d  th e fin an cial im p licatio n s o f th e d eal.

C h ristin e? C h ristin e K o m o la - S tap les In c - C F O  T h an k s,

R o n . G o o d  m o rn in g , ev ery o n e. A s R o n

m en tio n ed  at th e b eg in n in g  o f th e call, S tap les acq u isitio n  o f O ffice

D ep o t w ill g en erate at least $ 1  b illio n  o f sy n erg ies. O u r o rg an izatio n s are

h ig h ly  co m p lem en tary , an d  w e h av e a g reat

o p p o rtu n ity  to  realize sig n ifican t sav in g s w h ile in v estin g  in

o u r k ey  g ro w th  p rio rities to  d ram atically  accelerate o u r rein v en tio n .

T h e acq u isitio n  p resen ts a u n iq u e an d  ex citin g

o p p o rtu n ity  to  red u ce co sts an d  im p ro v e serv ice in  a w ay  th at

n eith er co m p an y  co u ld  h av e ach iev ed  o n  its o w n . We

ex p ect sy n erg ies fro m  h ead co u n t an d  o th er G & A  ex p en se

red u ctio n s, as w ell as n etw o rk  -- retail n etw o rk  o p tim izatio n  to  ram p

stead ily  th ro u g h o u t th e th ree-y ear in teg ratio n  p erio d .

S av in g s fro m  ad v ertisin g  an d  m ark etin g , as w ell as b etter

b u y in g  w ill b e m o re fro n t-en d  lo ad ed , w h ile sy n erg ies related

to  o u r m o re co m p lex  in teg ratio n  w o rk  in  areas lik e su p p ly

ch ain  w ill b e realized  in  th e seco n d  an d  th ird  y ears o f in teg ratio n . We also

ex p ect to  ach iev e rev en u e sy n erg ies fro m  o u r ex p an d ed

p ro d u ct an d  serv ice o fferin g s th ro u g h o u t th e in teg ratio n .

T o  ach iev e o u r sy n erg y  targ et, w e estim ate th at w e w ill in cu r ab o u t

$ 1  b illio n  o f o n e-tim e co sts. T u rn in g  to  so u rces an d  u ses o f

fu n d in g , w e p lan  to  u tilize a co m b in ed  $ 7 .3  b illio n  o f

d eb t fin an cin g , eq u ity  an d  cash  to  acq u ire O ffice D ep o t. T h is

in clu d es $ 1 .5  b illio n  d raw n  o n  a n ew  $ 3  b illio n  asset-

b ased  rev o lv er at clo sin g , as w ell as a n ew  $ 2 .7 5  b illio n  six -y ear term

lo an . We p lan  to  u tilize $ 2 .1  b illio n  o f S tap les eq u ity , b ased

o n  S tap les clo sin g  sto ck  p rice o n  F eb ru ary  2 . We w ill also  u tilize

ab o u t $ 5 0 0  m illio n  o f cash  o n  o u r b alan ce sh eet, an d

h av e ap p ro x im ately  $ 4 5 0  m illio n  o f ro lled  d eb t an d

cap ital leases. T h ese fu n d s w ill b e u sed  to  p u rch ase O ffice D ep o t eq u ity  fo r

ap p ro x im ately  $ 6 .3  b illio n  b ased  o n  S tap les clo sin g

sto ck  p rice o n  F eb ru ary  2 . We p lan  to  refin an ce ab o u t

$ 2 5 0  m illio n  o f O ffice D ep o t d eb t, an d  estim ate tran sactio n  fees,

ex p en ses, an d  b reak ag e co sts o f ap p ro x im ately  $ 4 0 0

m illio n . T u rn in g  to  cash  d ep lo y m en t, w e rem ain

co m m itted  to  m ain tain in g  o u r cu rren t q u arterly  d iv id en d

o f $ 0 .1 2  p er sh are. We're tem p o rally  su sp en d in g  o u r sh are

rep u rch ase p ro g ram  to  fo cu s o n  p ay in g  d o w n

tran sactio n -related  d eb t. O v er th e lo n g -term , S tap les rem ain s co m m itted  to  a

p ru d en t cap ital stru ctu re th at m ax im izes o u r fin an cial flex ib ility , an d

su p p o rts a b alan ced  an d  a d iv erse cash  d ep lo y m en t strateg y . We

d o  ex p ect to  resu m e o u r sh are b u y b ack s o v er th e lo n g er-term . I

w o u ld  n o w  lik e to  tu rn  it b ack  o v er to  R o n  fo r

clo sin g  rem ark s. R o n ald  - R o n  S arg en t - S tap les In c - C h airm an

an d  C E O  T h an k s, C h ristin e. T w o  y ears ag o , o u r

B o ard  an d  o u r m an ag em en t team  lau n ch ed  th is strateg ic

rein v en tio n  p lan  to  tak e o u r C o m p an y  in  n ew

d irectio n s. I th in k  w e'v e m ad e g reat p ro g ress o n  m an y  fro n ts. I

b eliev e o u r acq u isitio n  o f O ffice D ep o t w ill d ram atically  accelerate o u r p ro g ress, as

w e p u rsu e o u r v isio n  to  b eco m e th e p ro d u ct d estin atio n

fo r b u sin ess. 5  T H O MS O N  R E U T E R S
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S o  in  clo sin g , let m e recap  th e k ey  tak eaw ay s fro m  to d ay 's

an n o u n cem en t. F irst, th is tran sactio n  creates sig n ifican t v alu e fo r S tap les an d

O ffice D ep o t sh areh o ld ers. S eco n d , it en h an ces o u r ab ility  to

p ro v id e v alu e to  cu sto m ers an d  co m p ete ag ain st a larg e an d  d iv erse set

o f co m p etito rs. T h ird , it accelerates o u r rein v en tio n  p lan s to  d riv e

g ro w th  in  o u r d eliv ery  b u sin esses an d  in  categ o ries

b ey o n d  o ffice su p p lies. F o u rth , th e acq u isitio n  g iv es u s th e

ab ility  to  o p tim ize o u r retail fo o tp rin ts. F ifth , w e p lan  to  d eliv er at least $ 1

b illio n  o f an n u alized  sy n erg ies o v er th e th ree-y ear in teg ratio n  p lan .

A n d  fin ally , th e acq u isitio n  is accretiv e to  E P S  in  y ear o n e p o st

clo sin g . I'll n o w  tu rn  it b ack  o v er to  o u r co n feren ce call m o d erato r

fo r Q & A . Q  U  E  S  T  I O  N  S  A  N  D  A  N  S  W E  R  S

O p erato r (O p erato r In stru ctio n s) A ram  R u b in so n , Wo lfe R esearch .

R o n ald  - R o n  S arg en t - S tap les In c - C h airm an  an d  C E O

G o o d  m o rn in g , A ram . A ram  R u b in so n  - Wo lfe

R esearch  - A n aly st H ey  g u y s, g o o d  m o rn in g , an d

co n g ratu latio n s o n  a d eal w e'v e b een  w aitin g  -- I d o n 't

k n o w  -- 1 5  y ears fo r, so  g o o d  lu ck  w ith  it R o n ald  -

R o n  S arg en t - S tap les In c - C h airm an  an d  C E O  T h an k

y o u . A ram  R u b in so n  - Wo lfe R esearch  - A n aly st Q u estio n ,

o n  tw o  th in g s. O n e is, can  y o u  h elp  u s u n d erstan d  a little b it

ab o u t th e g u ts o f th e b u sin ess? Y o u  are u n d erw ritin g  th e risk

o f th e O D P  an d  O MX  in teg ratio n  th at is still u n d erw ay . C an

y o u  talk  to  u s ab o u t w h at is still left to  b e d o n e th ere, to  tie th e sy stem s

an d  d istrib u tio n  n etw o rk  to g eth er. A n d  th en , w h at

lay erin g  y o u r n etw o rk  o n  to p  o f th eirs m ig h t lo o k

lik e, an d  h o w  y o u  ex p ect to  tack le th at? R o n ald  - R o n

S arg en t - S tap les In c - C h airm an  an d  C E O  Y es, I th in k , A ram , it is

w ay  to o  early  to  talk  ab o u t sp ecific in teg ratio n  p lan s. We still h av e g o t a

lo t to  d o . I can  tell y o u  th at h ere at S tap les, w e d id  a lo t o f d u e d ilig en ce

ab o u t w h at R o lan d  an d  h is team  h av e acco m p lish ed  alread y ,

an d  p lan  to  acco m p lish  in  th e co m in g  y ears w ith  th e

in teg ratio n  o f O ffice D ep o t an d  O fficeMax . We w ere v ery  co m fo rtab le

th at th ey  w ere w ell o n  th eir w ay  to  d o in g  ju st a terrific in teg ratio n  jo b .

R o lan d , an y th in g  y o u  w o u ld  lik e to  ad d ?

R o lan d  S m ith  - O ffice D ep o t, In c. - C h airm an  an d  C E O

N o , I d o n 't th in k  so . I th in k  th at co v ers it R o n . 6
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A ram  R u b in so n  - Wo lfe R esearch  - A n aly st T h an k s. A n d

th en  th e fo llo w -u p , if w e can  ju st talk  little b it ab o u t th e p o ten tial

reg u lato ry  h u rd le. O n  th e B 2 B  sid e, ju st w an t to  g et a little

co m m en t ab o u t y o u r co n fid en ce o n  th ere? A n d  th en

also  th e $ 1 .2 5  b illio n  I th in k  y o u  cited  as a k in d  o f

h u rd le. I th in k  th at's ab o u t 1 0 %  o f O ffice D ep o t N o rth

A m erica sales, if I am  n o t m istak en . I am  ju st w o n d erin g , w h y  th at

th resh o ld , w h y  th at lev el, an d  w h at w e m ig h t ex p ect

g o in g  fo rw ard  th ere? R o n ald  - R o n  S arg en t - S tap les In c -

C h airm an  an d  C E O  Well, first o f all o n  th e F T C , let m e say  th at

b o th  S tap les an d  O ffice D ep o t h av e really  carefu lly  co n sid ered  th e

an titru st risk  asso ciated  w ith  th e d eal, in  co n cert w ith  o u r resp ectiv e leg al ad v iso rs. It's

really  n o t o u r p lace, n o r co u ld  w e ev en  p o ssib ly  h an d icap

w h at th e F T C  m ig h t say . B u t w e d o  ag ree w ith  th e p u b lic

statem en t fo llo w in g  th e clo su re o f th e D ep o t an d  Max

in v estig atio n  in  2 0 1 3 . A n d  I th in k  th at th eir co m m en ts

w ere, th e m ark et fo r th e sale o f co n su m ab le o ffice su p p lies h as ch an g ed

sig n ifican tly  sin ce 1 9 9 7 . B u t at th is p o in t, really  th is is n o t

so m eth in g  th at w e can  co m m en t o n , b ecau se fran k ly  w e

k n o w  v ery  little o f. In  term s o f th e $ 1 .2 5  b illio n  o f O ffice

D ep o t 2 0 1 4  rev en u es. I th in k  y o u 're rig h t, I th in k  th at is

ab o u t 1 0 %  o f O ffice D ep o t's U S  sales. A n d  th at w as b asically  a

n eg o tiated  am o u n t th at w e w en t b ack  an d  fo rth  a little b it o n ,

b u t w e feel it p ro v id es p ro tectio n  to  o u r sh areh o ld ers, an d  also

p ro v id es p ro tectio n  to  O ffice D ep o t sh areh o ld ers. A ram

R u b in so n  - Wo lfe R esearch  - A n aly st B est o f lu ck  w ith  it.

T h an k  y o u . R o n ald  - R o n  S arg en t - S tap les In c -

C h airm an  an d  C E O  T h an k s, A ram . O p erato r S eth

S ig m an , C red it S u isse. S eth  S ig m an  - C red it S u isse - A n aly st

O k ay , g reat. T h an k s v ery  m u ch . A n d  I w o u ld  lik e to  --

R o n ald  - R o n  S arg en t - S tap les In c - C h airm an  an d  C E O

G o o d  m o rn in g , S eth . S eth  S ig m an  - C red it S u isse -

A n aly st A d d  m y  co n g ratu latio n s as w ell. R o n ald  - R o n

S arg en t - S tap les In c - C h airm an  an d  C E O  T h an k  y o u .
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S eth  S ig m an  - C red it S u isse - A n aly st F irst, ask  a q u estio n  o n  th e real estate

fro n t. B o th  co m p an ies h av e h ad  so m e p lan s to  clo se sto res o r

h av e b een  clo sin g  sto res. D o es th at p ro cess p au se fo r so m e p erio d  o f

tim e, as th e C o m p an y  reev alu ates so m e o f th e o p p o rtu n ities fo r th e

co m b in ed  en tity ? L ik e h o w  are y o u  th in k in g

ab o u t th at at th is p o in t? R o n ald  - R o n  S arg en t - S tap les In c -

C h airm an  an d  C E O  Well, I th in k  o b v io u sly  w h ere w e are is,

O ffice D ep o t w ill ru n  as a co m p letely  sep arate in d ep en d en t

co m p an y , an d  S tap les w ill d o  th e sam e. I can 't sp eak  fo r O ffice D ep o t,

b u t I can  tell y o u  th at o u r p rio rities d o n 't ch an g e a b it. We'v e g o t a

lo t to  d o , b ecau se ev en  th o u g h  sy n erg ies are g reat in  th is tran sactio n ,

u ltim ately  sy n erg ies ru n  o u t. We'v e g o t to  p o sitio n  th e

co m p an y  fo r g ro w th , an d  th at's w h at w e w ill b e

w o rk in g  v ery  h ard  o n  o v er th e n ex t y ear an d

b ey o n d . In  term s o f o u r sto re clo su re p lan s, th ey  w ill n o t

ch an g e as a resu lt o f th is tran sactio n . A n d  R o lan d , m ay b e if y o u

co u ld  co m m en t o n  O ffice D ep o t? R o lan d  S m ith  - O ffice

D ep o t, In c. - C h airm an  an d  C E O  Y es, th an k s, R o n . I

w o u ld  to tally  ag ree. D u rin g  th e p ro cess, w h ile th e F T C  d o es

th e rev iew , w e w ill m an ag e o u r co m p an y  ex actly  as w e'v e b een

m an ag in g  it. We w ill fo cu s o n  o u r critical p rio rities. We h av e 1 3  n ew

o n es th at w e h av e alread y  b eg an  to  w o rk  o n  fo r 2 0 1 5 ,

w h ich  in clu d es in teg ratio n  sy n erg ies an d  efficien cies th at w e co n tin u e

to  d eliv er to  th e b o tto m  lin e, an d  w e w o u ld  ex p ect to  d eliv er

to  th e b o tto m  lin e th is y ear. S p ecifically  to  y o u r q u estio n , w e

h av e 1 3 5  sto res th at w e h av e co n tem p lated  clo sin g  in

2 0 1 5 , an d  w e w ill co n tin u e o u r p lan s to  clo se th o se sto res in

d u e co u rse. S eth  S ig m an  - C red it S u isse - A n aly st O k ay ,

th an k s fo r th at. T h at is v ery  h elp fu l. O n  a sep arate to p ic, o n

E u ro p e, w h at are th e p lan s to  in teg rate th o se b u sin esses, an d  d o

y o u  an ticip ate an y  p o ten tial reg u lato ry  issu es th ere? H o w  are y o u

th in k in g  ab o u t th at? R o n ald  - R o n  S arg en t - S tap les In c -

C h airm an  an d  C E O  Well, I th in k  w e w ill g o  th ro u g h

th e sam e p ro cess in  E u ro p e, th at w e w o u ld  in  N o rth  A m erica. We

th in k  th ere is a g reat sy n erg y  th ere. I d o n 't th in k  w e're co u n tin g

o n  th e b u lk  o f th e sy n erg ies co m in g  fro m  E u ro p e,

b u t w e th in k  th ey  w ill b e sig n ifican t, an d  w e w ill b e g o in g

th ro u g h  th e sam e p ro cess w ith  E U  reg u lato ry  au th o rities lik e w e are

in  th e N o rth  A m erica. S o  ag ain , it's p ro b ab ly  n o t ap p ro p riate

to  co m m en t at th is p o in t, b u t w e d o  th in k  th ere is so m e g reat

o p p o rtu n ities to  co m b in e th e b u sin esses in  E u ro p e as w ell.

S eth  S ig m an  - C red it S u isse - A n aly st O k ay , th an k s a lo t

g u y s, an d  b est o f lu ck . R o n ald  - R o n  S arg en t - S tap les In c -

C h airm an  an d  C E O  T h an k  y o u , S eth . O p erato r

D an  B in d er, Jefferies. 8  T H O MS O N  R E U T E R S
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D an  B in d er - Jefferies &  C o . - A n aly st H i, g o o d  m o rn in g ,

an d  co n g rats. R o n ald  - R o n  S arg en t - S tap les In c - C h airm an

an d  C E O  H i, D an . D an  B in d er - Jefferies &  C o . - A n aly st Ju st a few

q u estio n s, an d  if y o u  co u ld  clarify  a co u p le o f th in g s. T h e -- at least

$ 1  b illio n  in  sy n erg ies d o es n o t in clu d e th e ro u g h ly

$ 4 4 0  m illio n  I th in k  th at O ffice D ep o t an d  O fficeMax  h av e

y et to  ach iev e, co rrect? C h ristin e K o m o la - S tap les In c - C F O  C o rrect. Y es, th at

w o u ld  b e -- w e w ill h av e th e $ 1  b illio n  o n  to p  o f th at.

D an  B in d er - Jefferies &  C o . - A n aly st S o  o k ay , so  ag ain  a lo t clo ser to

$ 1 .5  b illio n  o r th ere ab o u t. O k ay . T h e seco n d

q u estio n  w as o n  th e in teg ratio n . I th in k  o n e o f th e -- a lo t o f

fo lk s sp ecu latin g  ab o u t a p o ssib le co m b in atio n . O n e o f th e

p o sitiv e p o in ts in  d o in g  so m eth in g  n o w  w h ile O ffice

D ep o t is in  th e m id d le o f th eir in teg ratio n  w as to  b e ab le to  b etter strateg ize th e

red u ctio n  o f sto res, th e ratio n alizatio n  o f su p p ly  ch ain . I k n o w

y o u  ju st said  th at b o th  co m p an ies w o u ld  co n tin u e to

g o  o n  as if th is d eal w as n o t h ap p en in g  essen tially . B u t I w as ju st

cu rio u s w h y  w o u ld n 't y o u  w an t ju st p u t th in g s

o n  p au se, an d  all th e b en efits o f b ein g  ab le to  h av e th at b ig g er

v iew , n o t en o u g h  to  w ait a b it? R o n ald  - R o n  S arg en t -

S tap les In c - C h airm an  an d  C E O  Y es, w e certain ly  d o n 't

k n o w  th e tim in g  o f th e F T C 's d ecisio n  o n  th is m erg er

to d ay . A n d  I th in k  fran k ly , R o lan d  an d  h is team  h av e a

lo t to  d o  o n  th eir in teg ratio n  p lan . We h av e a lo t to  d o  o n

o u r rein v en tio n  p lan . I d o n 't th in k  th at m o v in g

fo rw ard  slo w s u s d o w n  o r sp eed  u s u p  after th e fact. We th in k  it

certain ly  b etter p o sitio n s b o th  co m p an ies to  serv e th e ch an g in g

n eed s o f b u sin ess cu sto m ers. I th in k  as y o u  lo o k  at th e in creasin g

n u m b er o f co m p etito rs o u t th ere, w e th in k  it b etter p o sitio n s u s

th ere. We w ill b e ab le to  in v est in  p ricin g , serv ice, p ro d u ct asso rtm en t, e-

co m m erce cap ab ility , b ecau se th ese co m p an ies as I said  earlier are v ery  co m p lem en tary

co m p an ies. A n d  w e th in k  th ere's a lo t o f o p p o rtu n ity  in

co m b in in g  th e tw o . B u t I th in k  y o u 're rig h t ab o u t,

in  term s o f D an  B in d er - Jefferies &  C o . - A n aly st O k ay . A n d  th en

th e tran sfer rates o n  th e sto re clo su res. I th in k  y o u  h ad  -- b o th

co m p an ies h ad  b een  ab le to  g et th e sales tran sfer rates u p . D o  y o u

th in k  th at w o u ld  still rem ain  aro u n d  3 0 %  in  y o u r

assu m p tio n s? R o n ald  - R o n  S arg en t - S tap les In c - C h airm an

an d  C E O  I th in k  -- o b v io u sly  w h en  w e clo se a sto re, w e g et

to  aro u n d  -- w e [p ick ] u p  3 0 %  o f th o se sto re sales.

O b v io u sly , w h en  O ffice D ep o t clo ses a sto re, it's m u ch  less. B u t I can  tell

y o u  th at w h en  y o u  lo o k  at th e tw o  co m p an ies, th ere's a -- a lo t

o f th ese sto res are w ith in  5  m iles. I th in k  it's ab o u t h alf o f o u r

co m b in ed  n etw o rk  are w ith in  5  m iles o f each  o th er I b eliev e is th e
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C h ristin e K o m o la - S tap les In c - C F O  B u t D an , I w o u ld  also

ad d  th at th e retail co m p o n en t is n o t th e b ig g est d riv er o f th ese

sy n erg ies. S o  I th in k  to  R o n 's p o in t an d  to  R o lan d 's,

co n tin u in g  to  ex ecu te ag ain st o u r p lan , an d

co n tin u in g  o u r sto re clo su res is critical to  th e o v erall sy n erg ies. B u t o u r

$ 1  b illio n  is n o t co n tin g en t o n  ju st th e retail fo o tp rin t. D an

B in d er - Jefferies &  C o . - A n aly st T h at w as actu ally  m y  -- (Mu ltip le S p eak ers).

C h ristin e K o m o la - S tap les In c - C F O  -- a sm aller p art. Y es, it is actu ally  a sm aller p art. D an

B in d er - Jefferies &  C o . - A n aly st O k ay . A ctu ally , th at w as m y  n ex t

q u estio n . I w as w o n d erin g  if y o u  can  g iv e u s an y

ad d itio n al co lo r o n  th e b reak d o w n  o f th e sy n erg ies, eith er

b y  m ajo r categ o ries o r ch an n el? C h ristin e K o m o la - S tap les In c -

C F O  S u re. S o  w e h av en 't -- I am  n o t read y  to  g iv e o u t

ch an n el lev el v iew s o f it. B u t really , as th e m ajo r categ o ries are G & A  ty p e o f

ex p en ses, G & A  related  co sts. B u y in g  efficien cies is im p o rtan t

co m p o n en t o f it, m ark etin g , o p eratio n al sav in g s, th o se are

th in g s w e ex p ect to  g et early  o n  in  th e in teg ratio n  p lan . A n d

th en , w h en  y o u  lo o k  at so m e o f th e lo n g er-term s, it is th e

su p p ly  ch ain  n etw o rk  p lan , an d  it is actu ally  aro u n d  a lo t o f

th e w o rk  th at y o u  w o u ld  d o  in  E u ro p e. S o  th at,

w e ex p ect it to  b e p h ased  o v er th e th ree y ears, w ith  th o se as th e m ajo r

b u ck ets. D an  B in d er - Jefferies &  C o . - A n aly st T h an k s. C h ristin e

K o m o la - S tap les In c - C F O  T h an k  y o u . O p erato r Mich ael

L asser, U B S . R o n ald  - R o n  S arg en t - S tap les In c - C h airm an

an d  C E O  G o o d  m o rn in g , Mich ael. 1 0
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Mich ael L asser - U B S  - A n aly st G o o d  m o rn in g , R o n .

G o o d  m o rn in g , ev ery b o d y . T h an k s a lo t fo r

tak in g  m y  q u estio n s an d  co n g ratu latio n s. T w o

th in g s, first R o n , w h en  y o u  th in k  ab o u t th e sy n erg ies,

h o w  d o  y o u  v iew  th e n eed  to  rein v est a p o rtio n  o f

th o se sav in g s b ack  in , im p ro v in g  th e ex p erien ce fo r y o u r

cu sto m ers, lo w erin g  p rices? T h at's b een  a b ig  p art o f y o u r

tran sfo rm atio n  p lan  u p  u n til n o w . S o  I w o u ld  su sp ect

th at th ere is g o in g  to  b e a p o rtio n  o f th at as y o u  m o v e

fo rw ard . R o n ald  - R o n  S arg en t - S tap les In c - C h airm an  an d

C E O  Y es, Mich ael. I th in k  th is is a h isto ric o p p o rtu n ity  to  d o

th e reset o n  a lo t o f th e areas o f th e b u sin ess. I said  earlier, I m ean , sy n erg ies ru n  o u t.

B u t Ï th in k  it is g o in g  to  g iv e u s th is o n e tim e

o p p o rtu n ity  to  accelerate all th e th in g s w e're d o in g , an d  w e'v e

b een  in v estin g  in  lo w erin g  p rices o v er th e last tw o  y ears. I th in k  w e still

h av e a w ay s to  g o , to  b eco m e ev en  m o re co m p etitiv e, p articu larly

am o n g  so m e o f th e o n lin e co m p etito rs. O b v io u sly , th e

sy n erg ies w ill b e -- co n tin u e to  -- w e w ill u se so m e o f th o se fo r

b u ild in g  o u r cap ab ilities b ey o n d  o ffice su p p lies, b ecau se w e

th in k  th at's o u r fu tu re. I th in k  th is y ear, I th in k  4 6 %  o f o u r sales --

o u r 2 0 1 4  w as -- 4 6 %  w ere b ey o n d  o ffice su p p lies. T h is

y ear, I th in k  w e are b u d g etin g  lik e 4 8 %  o f o u r sales w ill b e

b ey o n d  o ffice su p p lies. O b v io u sly , n ex t y ear, w e w ill b e

p u sh in g  to  -- o v er 5 0 %  o f o u r sales are n o t o ffice su p p lies

an y m o re. S o  rein v en tin g  a co m p an y  in  th is in d u stry  is

really , really  h ard . B u t I th in k  w e w ill h av e so m e n eg ativ e sy n erg ies.

A n d  w h eth er th at's in  p ricin g , o r talen t, o r ex p an d in g  in to

n ew  categ o ries, o r in v estin g  in  m ark etin g  to  b u ild  aw aren ess th at

S tap les is m o re th an  o ffice su p p lies. I th in k  th is is a w o n d erfu l

o p p o rtu n ity  to  reset, an d  p o sitio n  u s w ith  a m u ch

stro n g er fo u n d atio n  fo r lo n g -term  sales an d  earn in g s

g ro w th . Mich ael L asser - U B S  - A n aly st T h at's h elp fu l. My

seco n d  q u estio n  is, w h en  y o u  lo o k  at co m p etitiv e

b id d in g  situ atio n s w ith in  y o u r co n tract b u sin ess p articu larly

o n  th e larg e en terp rise sid e, w h at p ercen tag e o f th e tim e are th e S tap les an d  O ffice

D ep o t th e o n ly  b id d ers fo r th e b u sin ess? A n d  m ay b e

y o u  co u ld  ju st g iv e u s a b allp ark  estim ate? R o n ald  - R o n

S arg en t - S tap les In c - C h airm an  an d  C E O  Y es, I -- fran k ly , I h av e

n o  id ea. I h av e n o  w ay  o f ev en  k n o w in g  th at

in fo rm atio n , b ecau se o u r larg e cu sto m ers d o n 't sh are th at. B u t I

th in k  w h en  y o u  lo o k  at th e w o rld , an d  th e w ay  th e

w o rld  h as ch an g ed . I m ean , th ere are really  stro n g  reg io n al p lay ers

w h o  b id  o n  co n tracts all th e tim e, an d  h av e b een  v ery , v ery

su ccessfu l. I th in k  A m azo n  ju st lau n ch ed  a b u sin ess-to -b u sin ess o ffice

p ro d u cts in itiativ e. S o  I am  su re th ey 're in  th ere, k n o ck in g  o n

th e d o o r. A n d  certain ly , O ffice D ep o t an d  ev en  lo cal p lay ers w in  a

lo t o f co n tracts Mich ael L asser - U B S  - A n aly st O k ay . S o  m ay b e

an o th er w ay  to  say  it is, d o  y o u  h av e a sen se o f w h at y o u r

m ark et sh are is w ith in  th e F o rtu n e 5 0 0  p er se? R o n ald  - R o n

S arg en t - S tap les In c - C h airm an  an d  C E O  N o , I am  n o t su re I

h av e d o n e th at calcu latio n . I am  ju st n o t su re. I d o n 't k n o w .

Mich ael L asser - U B S  - A n aly st O k ay . Well, co n g rats ag ain , an d

th an k  y o u  so  m u ch . 1 1  T H O MS O N
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R o n ald  - R o n  S arg en t - S tap les In c - C h airm an  an d  C E O

T h an k  y o u , Mich ael. O p erato r O liv er Win term an tel, E v erco re IS I.

R o n ald  - R o n  S arg en t - S tap les In c - C h airm an  an d  C E O

H ey , O liv er. O liv er Win term an tel - E v erco re IS I - A n aly st H ey ,

g o o d  m o rn in g , g u y s. C o n g ratu latio n s also  fro m

o u r sid e. I h ad  a q u estio n  o n  th e o n e-tim e co sts. S o  can  y o u

m ay b e tell u s w h at's in clu d ed  in  th e o n e-tim e co sts, an d  h o w

m u ch  o f th e o n e-tim e co sts are cash  v ersu s n o n -cash ? C h ristin e

K o m o la - S tap les In c - C F O  S u re. S o  th e o n e-tim e co sts are p rim arily

b an k in g -related  co m m itm en ts u p  fro n t related  to  th e A B L ,

an d  th e term  lo an s th at w e w ill b e d o in g , as w ell as o b v io u sly  th e

b an k ers an d  th e leg al fees. Mo st o f th ese p ro b ab ly  are cash . A t th is p o in t,

w e h av en 't g o n e th ro u g h  all o f th e m o n th  b y

m o n th  cash  flo w  p ro jectio n s, b u t th at's th e h ig h  lev el v iew  o f it.

O liv er Win term an tel - E v erco re IS I - A n aly st Y es, th an k s. A n d  th en

m y  fo llo w -u p  is fro m  th ree d ifferen t b an n ers th at y o u  ru n ,

h o w  d o  y o u  ex p ect to  m an ag e th ese lik e o n  a sto re lev el, an d

th en  also  o n  -- at th e co m m ercial sid e? R o n ald  - R o n  S arg en t - S tap les

In c - C h airm an  an d  C E O  I th in k  it's a little early  to  talk  ab o u t o u r

lo n g -term  b ran d  strateg y , b ecau se w e h av en 't p u t an y

in teg ratio n  p lan  to g eth er alo n g  th o se lin es. B u t I th in k  o v er

tim e, an d  I can 't co m m it to  a p articu lar d ay , b u t w e d o  ex p ect to

co n so lid ate th e O ffice D ep o t an d  O fficeMax  b ran d  n am es, an d  g et

to  o n e g lo b al b ran d  o f S tap les. O liv er Win term an tel - E v erco re IS I -

A n aly st Y es. T h an k s v ery  m u ch . R o n ald  - R o n

S arg en t - S tap les In c - C h airm an  an d  C E O  T h an k  y o u ,

O liv er. O p erato r A lan  R ifk in , B arclay s. 1 2  T H O MS O N
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R o n ald  - R o n  S arg en t - S tap les In c - C h airm an  an d  C E O

G o o d  m o rn in g , A lan . A lan  R ifk in  - B arclay s C ap ital -

A n aly st G o o d  m o rn in g . H o w  are y o u , R o n ?

R o n ald  - R o n  S arg en t - S tap les In c - C h airm an  an d  C E O

G o o d . A lan  R ifk in  - B arclay s C ap ital - A n aly st In  an  effo rt to  m easu re

y o u r su ccess p rio r to  y ear th ree, are y o u  at lib erty  to  tell u s w h at sy n erg y

g o als are fo r y ear o n e an d  y ear tw o ? R o n ald  - R o n  S arg en t -

S tap les In c - C h airm an  an d  C E O  C h ristin e? C h ristin e K o m o la -

S tap les In c - C F O  A t th is p o in t, w e h av en 't -- I am  n o t read y  to

g o  th ro u g h  y ear b y  y ear. B u t I th in k  y o u

k n o w  th e k in d  o f m ajo r b u ck ets as I said  w o u ld  b e, startin g

w ith  th e G & A  p iece, startin g  w ith  co sts lik e m ark etin g  an d

o p eratio n al co sts, an d  b u y in g  efficien cies. T h at's w h ere w e w ill start, an d

th en  w e w ill th en  b u ild  fro m  th ere. A lan  R ifk in  - B arclay s C ap ital -

A n aly st O k ay . A n d  w ith  th e O ffice D ep o t an d  O fficeMax  team

h av in g  su ch  g reat su ccess in  th e early  d ay s o f th eir m erg er, h o w

m u ch  in v o lv em en t w ill th at team  h av e in  th e u ltim ate m erg er o f all th ree

co m p an ies? C h ristin e K o m o la - S tap les In c - C F O  T h ey  really

h av e h ad  a g reat su ccess. S o  I w o u ld  ex p ect th ey  w o u ld  b e

v ery , v ery  in v o lv ed , an d  th eir recen t ex p erien ce h as b een  -- th eir ab ility

to  ex ecu te as q u ick ly  as th ey  h av e b een , as R o n  said , h as d efin itely

b een  a learn in g  fo r u s, an d  an x io u s k in d  o f ju st to  g et in to

th at. A lan  R ifk in  - B arclay s C ap ital - A n aly st O k ay . A n d  o n e last

q u estio n  if I m ay . Wh at is th e o v erlap  o n  th e B 2 B  sid e b etw een

th e acco u n t b ases o f th e tw o  co m p an ies? (Mu ltip le S p eak ers). -- sy n erg ies

w o u ld  b e realized  v ery  q u ick ly ? R o n ald  - R o n  S arg en t -

S tap les In c - C h airm an  an d  C E O  I am  n o t su re I u n d erstan d  th e

q u estio n . B u t o b v io u sly , w e d o n 't k n o w  w h at

o u r o v erlap  is, b ecau se O ffice D ep o t d o esn 't k n o w

an y th in g  ab o u t S tap les cu rren t cu sto m er, n o r th e o th er w ay

aro u n d . I am  n o t su re I can  an sw er th at. 1 3  T H O MS O N
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A lan  R ifk in  - B arclay s C ap ital - A n aly st O k ay . T h an k  y o u

v ery  m u ch . I ap p reciate it. R o n ald  - R o n  S arg en t - S tap les In c -

C h airm an  an d  C E O  A ll rig h t. T h an k s, A lan . O p erato r

C h ris H o rv ers, JP Mo rg an . R o n ald  - R o n  S arg en t - S tap les

In c - C h airm an  an d  C E O  G o o d  m o rn in g , C h ris.

C h risto p h er H o rv ers - JP Mo rg an  - A n aly st G o o d

m o rn in g . C o n g ratu latio n s, ev ery b o d y . R o n ald  -

R o n  S arg en t - S tap les In c - C h airm an  an d  C E O  T h an k

y o u . C h risto p h er H o rv ers - JP Mo rg an  - A n aly st Y es. S o  I

th in k  w e h av e a sen se o f w h at N o rth  A m erica m ig h t lo o k  lik e

in  th ree to  fiv e y ears tim e. B u t I th in k  ev ery o n e's sen se o n  E u ro p e

an d  th e in tern atio n al fo o tp rin t is m u ch  m o re n eb u lo u s.

S o  d o  y o u  -- can  y o u  talk  ab o u t h o w

co m p lem en tary  th e b u sin esses are in tern atio n ally  retail v ersu s th e B 2 B  sid e?

A n d  d o es th is g iv e y o u  an  o p p o rtu n ity  to  fu rth er

ratio n alize th e sto re b ase in tern atio n ally ? R o n ald  - R o n  S arg en t - S tap les

In c - C h airm an  an d  C E O  Y es, I th in k  so . B u t an d  ag ain , w e

h av en 't sp en t an y  tim e at all o n  in teg ratio n  p lan s. B u t I k n o w

th at w e h av e b een  d o in g  a p retty  sig n ifican t restru ctu rin g  p lan  in

E u ro p e. A n d  I R o lan d  h as talk ed  to  m e ab o u t th e fact th at

th ey  are d o in g  sam e in  E u ro p e. B u t o b v io u sly , w e

co m p ete acro ss th e co n tin en t, an d  w e are p ro b ab ly  in  1 5  o r

1 6  co u n tries, an d  I th in k  p ro b ab ly  O ffice D ep o t is in  a few

m o re. B u t w e co m p ete in  m an y  d ifferen t ch an n els, in  th e co n tract aren a,

th e o n lin e d o t co m  b u sin ess, as w ell as retail. In  term s o f o v erlap  o n  retail sto res, I can 't

th in k  o f an y  co u n try  w h ere w e o v erlap  o n  retail sto res, an d  I

th in k  th ere is p ro b ab ly  sev eral co u n tries w h ere w e d o  o v erlap  in  --

o n  th e co n tract sid e. B u t ev en  th ere, in  so m e cases w e h av e a v ery  stro n g

co n tract p resen ce, an d  th e O ffice D ep o t co n tract p resen ce is sm aller, an d  th en  v ice v ersa as

w ell. F o r ex am p le, o u r o n lin e b u sin ess is v ery  sm all in  th e U K ,

an d  O ffice D ep o t h as a v ery  larg e o n lin e p resen ce in  th e U K  called  th e

V ik in g . S o  y es, I th in k  it's a little early  to  k n o w  h o w  th e p ieces fit

to g eth er. B u t I am  co n fid en t w ith  th e sen io r lead ersh ip  fro m

b o th  sid es, w e w ill b e ab le to  so rt th at o u t, an d  o b v io u sly  w e

h av e th e reg u lato ry  au th o rities to  lo o k  at it as w ell. 1 4
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C h risto p h er H o rv ers - JP Mo rg an  - A n aly st S o  are th ere an y  --

sp ecifically  o n  th e co n tract sid e, are th ere an y  co m p an ies, F ran ce, G erm an y  th at

th ere is a sim ilar -- a m u ch  m o re sim ilar b u sin ess? B ecau se it so u n d s lik e y o u 're

say in g , in  a lo t o f th ese co u n tries, y o u  are sh o w in g  co n tracts th at

m ig h t b e stro n g er in  retail an d  v ice v ersa. S o  are th ere an y  p articu lar co u n tries

w h ere th ere is a m u ch  m o re h ead -to -h ead  larg e co n tract co m p etitio n ?

R o n ald  - R o n  S arg en t - S tap les In c - C h airm an  an d  C E O

Y es, th ere m ay  b e o n e o r tw o . I ju st -- I am  n o t in fo rm ed

en o u g h  at th is p o in t to  really  b e ab le to  g iv e y o u  a g reat an sw er.

S o  w e ju st n eed  to  d o  so m e w o rk  o n  th at issu e.

C h risto p h er H o rv ers - JP Mo rg an  - A n aly st O k ay . A n d

th en , R o n , y o u  sp en t fiv e y ears in teg ratin g  C o rp o rate

E x p ress an d  th at to o k  a lo n g  tim e. R o lan d , y o u  are 1 4

m o n th s in to  th e D ep o t O fficeMax  in teg ratio n . S o  w h ere

d o  y o u  see th e b ig g est risk s an d  th e h ard est p arts o f th e in teg ratio n

b ased  o n  th e ex p erien ces th at y o u  h ad ? R o n ald  - R o n

S arg en t - S tap les In c - C h airm an  an d  C E O  Well, let m e start, an d  I w ill ask

R o lan d , w h o  is m u ch  m o re th e ex p ert th an  I at th is p o in t.

O b v io u sly , th e b ig g est risk  are alw ay s cu sto m ers an d  asso ciates. I th in k

th e reaso n  th at o u r in teg ratio n  o f C o rp o rate E x p ress w as su ccessfu l,

an d  I th in k  th e su ccess y o u  are seein g  at D ep o t an d  Max , is b ecau se

th ey  retain ed  a lo t o f th e to p  talen t. T h ey  lo o k ed  at b est p ractices. T h ey

w ere ex trem ely  carefu l to  m in im ize cu sto m er d irectio n . A n d  I th in k

m an ag in g  in teg ratio n  risk  is so m eth in g  th at R o lan d  an d

h is team  h av e d o n e a terrific jo b  o v er th e last co u p le o f y ears. S o  m ay b e

R o lan d , I w ill let -- ask  y o u  to  co m m en t? R o lan d  S m ith  - O ffice

D ep o t, In c. - C h airm an  an d  C E O  Y es, su re. I th in k  y o u 'v e

h it th e n ail o n  th e h ead . C ertain ly , I th in k  th e real secret is to  en su re th at y o u

h av e th e rig h t team  in  p lace, th at y o u  h av e a v ery  clear stru ctu re an d  w h at

p eo p le's resp o n sib ilities are, th at y o u  lay  o u t y o u r p rio rities so  th at

th ey  are ach iev ab le, b u t th ey  are n o t so  m an y  th at y o u  b eg in

to  stu m b le o v er th em , an d  th en  y o u  ex ecu te w ith  ex cellen ce.

A n d  I th in k  th at, as I lo o k  b ack  at th e p ast 1 4  o r 1 5

m o n th s, I can  say  th at w e h av e h ad  a fan tastic team  in  p lace, th at h av e b een

fo cu sed  o n  th e rig h t p rio rities. We'v e k ep t th eir n o se to  th e

g rin d sto n e. We h av e ex ecu ted  w ith  ex cellen ce ag ain st each  o f o u r

p rio rities, an d  w e h av e d o n e th at at a p ace th at m o st p eo p le d id n 't

th in k  w as p o ssib le. A n d  I b eliev e th at if th is h ap p en s ag ain , in  th e

in teg ratio n  o f O ffice D ep o t an d  S tap les, th at th e risk  is actu ally  relativ ely  sm all,

b ecau se I b eliev e th at th ese sy n erg ies clearly  can  b e d eliv ered . C h risto p h er

H o rv ers - JP Mo rg an  - A n aly st A n d  th en  o n e fin al o n e fo r

y o u , fo r R o lan d  o n , d o  y o u  h av e an y

p lan n ed  D C  clo su res in  2 0 1 5  th at w ill rem ain  o n  track  fo r th is

y ear? R o lan d  S m ith  - O ffice D ep o t, In c. - C h airm an  an d  C E O

A s I m en tio n ed  earlier, w e h av e a v ery  clear p lan  th at w e h av e alread y  p u t in

p lace fo r th e en tire y ear o f 2 0 1 5  as it relates to  o u r critical p rio rities. O n e o f th o se

co n tin u es to  b e th e co n tin u ed  ex ecu tio n  o f o u r

in teg ratio n , so  th at w e can  co n tin u e to  ach iev e o u r m erg er sy n erg ies

an d  efficien cies. In  th at reg ard , w e h av e a n u m b er o f D C  clo su res th at are

p lan n ed  in  th e first q u arter, an d  w e ex p ect th at w e w ill co n tin u e to

ex ecu te ag ain st th em  ex actly  as o u r p lan  p lay ed  o u t. 1 5
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C h risto p h er H o rv ers - JP Mo rg an  - A n aly st P erfect. T h an k s

v ery  m u ch , g u y s. R o n ald  - R o n  S arg en t - S tap les In c -

C h airm an  an d  C E O  T h an k s, C h ris. O p erato r B rad

T h o m as, K ey B an c C ap ital Mark ets. R o n ald  - R o n  S arg en t -

S tap les In c - C h airm an  an d  C E O  G o o d  m o rn in g ,

B rad . B rad  T h o m as - K ey B an c C ap ital Mark ets - A n aly st

T h an k s, g o o d  m o rn in g , an d  let m e ad d  m y

co n g ratu latio n s to  y o u  all as w ell. R o n ald  - R o n  S arg en t -

S tap les In c - C h airm an  an d  C E O  T h an k  y o u . B rad

T h o m as - K ey B an c C ap ital Mark ets - A n aly st I w an ted  to  ask  a

fo llo w -u p  ab o u t th e sy n erg ies. I w as h o p in g  to  ju st clarify  if th at

$ 1  b illio n  n u m b er is a g ro ss o r a n et n u m b er? A n d  th en , I

w as h o p in g  y o u  co u ld  also  talk  ab o u t [th at] lev el in

co n tex t to  w h at O ffice D ep o t an d  O fficeMax  are sittin g  rig h t n o w ?

A n d  w h at S tap les an d  C o rp o rate E x p ress saw  a few  y ears ag o ?

C h ristin e K o m o la - S tap les In c - C F O  S u re, B rad . It's C h ristin e. S o

in  term s o f w h eth er it's a g ro ss o r n et, w e are n o t th at p recise at th is p o in t. B u t I

th in k  early  o n , w e d o  b eliev e th at th is w ill b e accretiv e ev en  w ith

rein v estm en t h ap p en in g . S o  I th in k  w e're co n fid en t th at

o u r g o als w ill b e accretiv e to  E P S , an d  w e can  ach iev e th e $ 1

b illio n , w h ile in v estin g  in  th e areas th at R o n  ju st m en tio n ed . In

term s o f y o u r seco n d  q u estio n , aro u n d  o u r ab ility  to

ach iev e th is, I th in k  in  reg ard s as w ell as w ith  th e ex istin g  in teg ratio n

w o rk  g o in g  o n , I th in k  as th ey  -- as w e lo o k  at th e p lan s fo r

o u r b u sin ess -- an d  w e'v e sp o k en  w ith  R o lan d  an d  h is

team , it's critical th at w e b o th  ach iev e o u r g o als an d  w e learn  fro m  th e ex p erien ces

th ere. I th in k  th at th e b u sin esses are -- n eed  to  o p erate in d ep en d en tly ,

b u t I th in k  in  th e en d  th ey 'll co m e to g eth er w ith  a b etter b u sin ess,

b ecau se o f w h at each  co m p an y  is actu ally  d o in g . A n d  I

th in k  th at w ill h elp  en h an ce o u r ab ility  to  ex ecu te ag ain st th e

sy n erg ies early  in  th e th ree-y ear p lan . R o lan d  S m ith  - O ffice D ep o t, In c. -

C h airm an  an d  C E O  Y es, B rad , I g u ess I w o u ld  say  th at as it relates to  th e

O ffice D ep o t an d  th e O fficeMax  sy n erg ies an d  efficien cies, as I th in k  y o u  are all

aw are, w e h av e raised  o u r targ ets ev ery  sin g le q u arter. A n d  I w o u ld  say

th at w e h av e a v ery  h ig h  p ro b ab ility  o f d eliv erin g  o u r targ ets

in  th e fu tu re. 1 6  T H O MS O N  R E U T E R S
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B rad  T h o m as - K ey B an c C ap ital Mark ets - A n aly st G reat. T h an k

y o u . O p erato r D av id  S trasser, Jan n ey  Mo n tg o m ery  S co tt.

R o n ald  - R o n  S arg en t - S tap les In c - C h airm an  an d  C E O

G o o d  m o rn in g , D av id . D av id  S trasser - Jan n ey

Mo n tg o m ery  S co tt - A n aly st T h an k  y o u , an d

m y  co n g ratu latio n s as w ell. Wh en  y o u  talk ed  ab o u t th e

$ 1  b illio n  in v estm en t, o r as y o u  are lo o k in g  at th e tw o

b u sin esses, h o w  d o  y o u  lo o k  at p ricin g ? D o  th in k

th ere is o p p o rtu n ities h ere to  b rin g  p ricin g  d o w n ? In  th e p ast,

y o u  g u y s h av e b een  criticized  co llectiv ely  as a g ro u p  o n

y o u r relativ e p ricin g  to  p eo p le lik e A m azo n  an d  o th ers an d

C o stco . D o  th in k  th is is o p p o rtu n ity  w h ere y o u

b eco m e d o llar fo r d o llar co m p etitiv e, o r d o  y o u  h av e -- n o t

really  an  in terest to  d o  th at? R o n ald  - R o n  S arg en t - S tap les In c -

C h airm an  an d  C E O  N o , I th in k  th is is an

o p p o rtu n ity . A s I said  earlier, I th in k  th is is a k in d  o f a h isto ric

o p p o rtu n ity  to  reset p ricin g , g iv en  th e sy n erg ies th at w e ex p ect

to  g arn er b etw een  th e tw o  b u sin esses. I w o u ld  arg u e th at certain ly  in

th e co n tract aren a, o u r p rices are u n b eliev ab ly  g o o d . I th in k

in creasin g ly  w e'v e d o n e a lo t m o re in  th e area o f o n lin e p ricin g ,

w h eth er th at's scrap in g  o n  a m u ltip le tim es a d ay , w h eth er it's d y n am ic

p ricin g  m ech an ism s w h ich  w e'v e b een  em p lo y in g . S o  I

th in k  w e are g ettin g  clo ser an d  clo ser an d  clo ser. A n d  I th in k  th is is

o p p o rtu n ity , p articu larly  o n  th e retail sid e to  g et m u ch  sh arp er

o n  p ricin g , an d  g iv e p eo p le a reaso n  to  sh o p  at sto res w h en  it's

co n v en ien t fo r th em  to  d o  it, rath er th an  feelin g  lik e th ey  h av e to

co m p are w ith  an  o n lin e co m p etito r. D av id  S trasser - Jan n ey

Mo n tg o m ery  S co tt - A n aly st A n d  I g u ess, o n e fo llo w -

u p  to  th at w o u ld  b e reg ard in g  w h at -- y o u  talk ed

ab o u t g o in g  o v er 5 0 %  o n  o ffice p ro d u cts.

R o lan d , at O ffice D ep o t, I d o n 't k n o w  if y o u  k eep  as clo se statistics

o n  th at issu e, b u t w h at is th at m ix  fo r O ffice D ep o t an d  d o

y o u  th in k  can  g et to  th at n u m b er as w ell? R o lan d  S m ith  -

O ffice D ep o t, In c. - C h airm an  an d  C E O  I can 't tell y o u , D av id ,

w h at th at n u m b er is. We h av en 't lo o k ed  at it in  th at reg ard . I can  tell

y o u  th at w e reg u larly  lo o k  at S K U s an d  p ro d u cts th at w e

th in k  th at w e can  p ro v id e o u r cu sto m ers, w h eth er it's retail o r w h eth er it's

co n tract, o r w h eth er it's o n lin e. A n d  so , w e w ill co n tin u e to

ex p an d  o u r o fferin g . Wh at w e h ad  b een  fo cu sed  o n  in

2 0 1 4 , w e w ill co n tin u e to  fo cu s o n  in  2 0 1 5  is th e

co n cep t o f o u r u n iq u e sellin g  p ro p o sitio n . Wh ich

R o n  m en tio n ed  th is m o rn in g , w h ich  really  g o es after

p ro v id in g  a g ro u p  o f cu sto m ers th at w e th in k  are m u ch

m o re in terested  in  th e co n cep t o f q u ality  an d  serv ice an d  ex p erien ce, so

th at w e can  g arn er an  ad d itio n al sh are in  th at p articu lar area. D av id  S trasser - Jan n ey

Mo n tg o m ery  S co tt - A n aly st G reat. T h an k  y o u .

G o o d  lu ck , an d  th an k s a lo t. 1 7  T H O MS O N
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R o n ald  - R o n  S arg en t - S tap les In c - C h airm an  an d  C E O

T h an k  y o u , D av id . O p erato r Matth ew  F assler, G o ld m an

S ach s. R o n ald  - R o n  S arg en t - S tap les In c - C h airm an  an d

C E O  G o o d  m o rn in g , Matt. Matth ew  F assler - G o ld m an

S ach s - A n aly st T h an k s a lo t. G o o d  m o rn in g  an d

R o n  an d  R o lan d , co n g ratu latio n s o n  th is d eal. T w o

q u estio n s. T h e first is I th in k  fo r C h ristin e. O n  th e $ 1  b illio n  o f

co sts asso ciated  w ith  u ltim ately  attain in g  th e sy n erg ies, can  y o u  talk

ab o u t h o w  m u ch  o f th at is cash  v ersu s n o n -cash , an d  w h at

th e tim in g  is fo r th e cash  p o rtio n ? C h ristin e K o m o la - S tap les In c -

C F O  S o  w e h av en 't -- I d o n 't h av e th e p recise b reak o u t, b u t I

th in k  as y o u  can  im ag in e a lo t o f th e cash  is th e u p fro n t cash

aro u n d  sev eran ce, an d  d iv estm en ts an d  ex p en ses th at y o u 'v e

g o t to  start y o u r in teg ratio n . A n d  th en  o v er tim e, as y o u

p lan  fo r y o u r D C  co n so lid atio n  th at ten d s to  b e m o re cap ital

in ten siv e. A n d  so  th erefo re, it's a little b it later in  th e cy cle. B u t as w e p u ll to g eth er

o u r sp ecific in teg ratio n  p lan s, w e w ill b e ab le to  m atch  th at o u t, an d  lay

th at o u t fo r y o u  all. Matth ew  F assler - G o ld m an  S ach s - A n aly st

P u ttin g  tim in g  asid e, is th is larg ely  a cash  n u m b er, o r sh o u ld  th ere

b e w rite-d o w n s an d  su ch  b ey o n d  th at asso ciated  -- o r

in clu d ed  w ith in  th at $ 1  b illio n ? C h ristin e K o m o la - S tap les

In c - C F O  It w ill -- w e are n o t q u ite read y  to  n ail th at d o w n  y et. B u t

w e w ill, o n ce w e g et o u r in teg ratio n  p lan s m o re clearly  laid  o u t.

Matth ew  F assler - G o ld m an  S ach s - A n aly st G o t it. T h at is h elp fu l.

A n d  th en  seco n d ly , R o n , an d  I th in k  th is w as I th in k

ad d ressed  p erh ap s a m o m en t ag o  to  so m e d eg ree, R o n ,

y o u  sp o k e ab o u t rev en u e sy n erg y  o p p o rtu n ities. If

y o u  co u ld  talk  ab o u t b u sin esses w h ere o n e co m p an y

h as a su ccessfu l o r o n g o in g  effo rt, an d  th e o th er h as less o f a p resen ce w h ere

w e co u ld  th in k  ab o u t th e o p p o rtu n ity  to  lay er

rev en u e sy n erg ies o n to  each  b u sin ess, w h at w o u ld  so m e o f

th o se b e? R o n ald  - R o n  S arg en t - S tap les In c - C h airm an  an d

C E O  Well, I th in k  th ere is a lo t. I m ean , o b v io u sly  w e talk ed

ab o u t p ricin g  earlier. B u t I th in k  w e h av e a v ery  -- at S tap les, w e h av e a

v ery  w ell-d ev elo p ed  co p y  an d  p rin t o p eratio n  th at's

g ettin g  b etter an d  stro n g er, an d  m u ch  m o re o f an  o n lin e

w ay . We ju st recen tly  d id  acq u isitio n  in  th at area, an d  th at is g o in g  to

p ro v e to  b e v ery  su ccessfu l. 1 8  T H O MS O N

R E U T E R S  S T R E E T E V E N T S  |

w w w .streetev en ts.co m  | C o n tact U s © 2 0 1 5  T h o m so n

R eu ters. A ll rig h ts reserv ed . R ep u b licatio n  o r red istrib u tio n  o f

T h o m so n  R eu ters co n ten t, in clu d in g  b y  fram in g  o r

sim ilar m ean s, is p ro h ib ited  w ith o u t th e p rio r w ritten  co n sen t o f

T h o m so n  R eu ters. 'T h o m so n  R eu ters' an d  th e

T h o m so n  R eu ters lo g o  are reg istered  trad em ark s o f

T h o m so n  R eu ters an d  its affiliated  co m p an ies.

F E B R U A R Y  0 4 , 2 0 1 5  / 1 :0 0 P M,

S P L S  - S tap les In c A n n o u n ces A cq u isitio n  o f O ffice

D ep o t In c M& A  C all

 



In  term s o f asso rtm en t ex p an sio n , w e are n o w  sellin g  o v er 1

m illio n  S K U s th ro u g h  o u r o n lin e b u sin ess. I th in k

m ay b e th at is an  o p p o rtu n ity  to  ex p an d  th at p ro d u ct

asso rtm en t to  D ep o t cu sto m ers. I th in k  w e h av e in v ested  v ery

h eav ily  in  e-co m m erce o v er th e last co u p le o f y ears, as w e try  rep o sitio n  th e

C o m p an y . I th in k  w h en  y o u  lo o k  at O ffice D ep o t,

th ere are p ro b ab ly  sim ilar o p p o rtu n ities. I k n o w  w e h av e

d o n e so m e research . I th in k  O ffice D ep o t h as an  in cred ib ly  lo y al

cu sto m er b ase, p articu larly  w h ere th ey  h av e a stro n g  [sit] sto re p resen ce, an d  I

th in k  th ere is p ro b ab ly  so m e th in g s w e can  learn  th ere. A n d

o b v io u sly , serv ice in  g en eral, O ffice D ep o t sco res in cred ib ly

h ig h ly  o n  serv ice d im en sio n s in  g en eral, an d  w e track  th at o n  a

reg u lar b asis. I th in k  m ay b e th ere are so m e th in g s w e can  learn  th ere.

O b v io u sly , in  th e n ex t co u p le o f y ears, w e're -- p ro b ab ly  th e

b ig g est o p p o rtu n ity  is th e O ffice D ep o t O fficeMax  in teg ratio n

p lay b o o k , b ecau se w e th in k  th ey 'v e d o n e a fab u lo u s

jo b , an d  w e ex p ect to  really  rely  o n  th at h eav ily . A n d

o b v io u sly , th e talen t, th e b est talen t fo r b o th  sid es, I th in k  is an o th er

o p p o rtu n ity  to  im p ro v e rev en u e sy n erg y .

R o lan d , I am  p ro b ab ly  m issin g  so m e th in g s.

A n y th in g  y o u  feel lik e w e sh o u ld  also  m en tio n  to  Matt?

R o lan d  S m ith  - O ffice D ep o t, In c. - C h airm an  an d  C E O  I

th in k  y o u  h av e h it th e h ig h lig h ts, R o n . I d o  b eliev e

th at o u r p lay b o o k  w ill b e v ery  in stru m en tal in  h elp in g

th e S tap les team , alo n g  w ith  th e talen t th at y o u  b rin g  fro m  h ere to

en su re th at th ese efficien cies an d  sy n erg ies g et d eliv ered  q u ick ly , an d  to  th e

targ ets th at h av e b een  estab lish ed . Ju st g o in g  to  ad d  a little m o re. We h av e a

v ery  stro n g  fu rn itu re b u sin ess, th at I th in k  w e can  p ro b ab ly

p ro v id e so m e v alu e in . A n d  o n e th at y o u  d id n 't

m en tio n  b u t w e lo o k  at reg u larly , is S tap les h as a v ery  stro n g

Jan /S an  b u sin ess th at I th in k  co u ld  b e in teg rated  in to  o u r

o rg an izatio n , an d  ad d  sig n ifican t rev en u e as w e g o  fo rw ard .

S o  I th in k  th ere are to n s o f o p p o rtu n ities, an d  w e w ill fin d

m an y  m o re as w e h av e th e o p p o rtu n ity  to  actu ally  b eg in

to  th in k  ab o u t in teg ratio n  o n ce th is d eal clo ses. Matth ew  F assler -

G o ld m an  S ach s - A n aly st G u y s, th an k  y o u  so

m u ch . R o n ald  - R o n  S arg en t - S tap les In c - C h airm an  an d

C E O  T h an k  y o u , Matt. O p erato r S im eo n  G u tm an ,

Mo rg an  S tan ley . R o n ald  - R o n  S arg en t - S tap les In c -

C h airm an  an d  C E O  G o o d  m o rn in g , S im eo n .

S im eo n  G u tm an  - Mo rg an  S tan ley  - A n aly st G o o d

m o rn in g . T h an k s, an d  co n g ratu latio n s. Ju st first, ju st to

fo llo w -u p , th is w as ask ed  in  so m e fo rm . S o  O ffice D ep o t

O fficeMax , still h ad  $ 4 0 0  m illio n  to  $ 5 0 0  m illio n  o f

sy n erg y  to  b e realized . A n d  it so u n d s lik e R o lan d  h as b een

v ery  clear, th at n o  p lan s to  slo w  th at d o w n . A n d  so  th e w ay

w e sh o u ld  th in k  ab o u t it is, th ey  w ill realize w h at th ey 're g o in g

to  realize d u rin g  th is y ear. A n d  th en , w h atev er is left to  b e realized , th at still is in  p lay ,

o r still to  b e realized  o n  to p  o f th e $ 1  b illio n  p o st th is d eal clo sin g ?
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C h ristin e K o m o la - S tap les In c - C F O  Y es, th at's co rrect, S im eo n . T h is is

C h ristin e. S im eo n  G u tm an  - Mo rg an  S tan ley  - A n aly st

A n d  th en  to  clarify  an o th er p o in t, y o u  su g g ested  th at th ere is

g o in g  to  b e b y  ch an n el, th at retail is v ery  o p p o rtu n istic, b u t

th at th ere sh o u ld  b e so m e ad d itio n al o p p o rtu n ities,

in tern atio n al an d  in  co m m ercial. O n  th e retail sid e, I g u ess I w as a little su rp rised  b ecau se

th e sto re o p tim izatio n  p iece seem s lik e a m assiv e o p p o rtu n ity  in  term s o f

tran sfer rates, an d  ev en  in  term s o f ren t red u ctio n s th at co u ld  h ap p en

d o w n  th e ro ad . A n d  so , in  term s o f ran k in g  -- ran k

o rd erin g  th em , C h ristin a, I d o n 't k n o w  if y o u  co u ld

to u ch  o n  it ag ain , b u t retail sh o u ld  b e -- n o t -- w o n 't b e as larg e as

so m e o f th e o th er o p p o rtu n ities? R o n ald  - R o n  S arg en t -

S tap les In c - C h airm an  an d  C E O  It's -- w e're still -- it is a little b it in  flu x . A  lo t o f th o se

sy n erg ies are p art o f o u r -- b o th  o u r sy n erg y  an d  w o rk  th at

S tap les is d o in g , as w ell as O ffice D ep o t. S o  rem em b er th o se -- a lo t o f th at h as

started  alread y  h ap p en in g . A n d  th en , w e'v e g o t a b ig

b u sin ess w o rld w id e. S o  th at's w h y  it d o es -- fo r u s th e ren tal

co m p o n en t is n o t as b ig , ju st b ecau se th ere are so  m an y  o th er

co m p o n en ts b etw een  th e G & A , b etw een  -- th e m ark etin g  is a

h u g e n u m b er th at y o u  can  th in k  ab o u t. Y o u

th in k  ab o u t all o f th e b u y in g  o f in d irect an d  C O G s is

8 0 %  o f b o th  o f o u r b u sin esses. S o  th o se are b ig  p art o f

y o u r b u sin ess th at y o u  can  affect p retty  q u ick ly , an d  h av e a

p retty  m ean in g fu l im p act. T h at's p art o f th e reaso n  w h y  th e retail

n u m b ers is n o t -- I m ean , it's p art o f it, b u t it's n o t as b ig  o f a d riv er as th e o th er areas.

S im eo n  G u tm an  - Mo rg an  S tan ley  - A n aly st C an

y o u  ju st rem in d  u s ab o u t th e S tap les in d iv id u al sto re

rep o sitio n in g ? H o w  m an y  h av e b een  d o n e, an d

w h at ty p e o f ren t red u ctio n s h av e y o u  seen  o n  av erag e?

C h ristin e K o m o la - S tap les In c - C F O  S o  w e h av e g o t -- w e

h av e co m m itted  to  2 2 5 . We'v e d o n e ab o u t th ree-fo u rth s

o f th at, an d  w e h av e an o th er o n e-q u arter to  g o  in  2 0 1 5 .

We b een  ab le to  ach iev e o u r targ et -- rem em b er, a lo t o f th o se sto res n o w  start to

b e -- n o t n ecessarily  m o n ey -lo sin g  sto res, b u t th ey  h av e sales tran sfer d o llars

w h ich  m ig rate in to  th e lo cal n etw o rk . S o  th ere is -- w e w ill g iv e

g u id an ce as w e g o  fo rw ard , an d  as w e clo se o u t th e b o o k s in

th e n ex t m o n th  o r so . S o  y o u 'll h ear m o re ab o u t th at.

S im eo n  G u tm an  - Mo rg an  S tan ley  - A n aly st O k ay .

A n d  th en  lastly , an d  I d o n 't k n o w  if th is is an sw erab le, b u t

reg ard in g  th e tim in g , en d  o f calen d ar 2 0 1 5 . H o w

m u ch  cu sh io n  is b u ilt in , I m ean , in  o th er w o rd s, h o w  --

co u ld  it clo se so o n er if th e F T C  ju st h as few er co m m en ts? C h ristin e

K o m o la - S tap les In c - C F O  R eally , th e F T C  w ill really  h av e to  d ictate

h o w  fast w e g o , an d  w e w ill w o rk  v ery  clo sely  w ith  th em . I

th in k  all o f u s, b etw een  O ffice D ep o t an d  S tap les are co m m itted  to

w o rk in g  w ith  th e F T C  as q u ick ly  as w e can  so , b u t th ey

w ill d ictate th e tim e lin es. S im eo n  G u tm an  - Mo rg an  S tan ley  -

A n aly st O k ay , th an k s. 2 0  T H O MS O N
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R o n ald  - R o n  S arg en t - S tap les In c - C h airm an  an d  C E O

T h an k s, S im eo n . T h at w as last q u estio n  Mik e? C h ristin e

K o m o la - S tap les In c - C F O  D av e. O p erato r Y es, it w as in d eed . A s

su ch , I w o u ld  lik e to  h an d  th e call b ack  to  Mr. R o n  S arg en t

fo r clo sin g  rem ark s. T h an k  y o u . R o n ald  - R o n

S arg en t - S tap les In c - C h airm an  an d  C E O  Well, th an k s ag ain ,

ev ery b o d y . I ap p reciate y o u  jo in in g  u s fo r th e call th is

m o rn in g  o n  sh o rt n o tice. We lo o k  fo rw ard  to

sp eak in g  w ith  all o f y o u  ag ain  v ery  so o n . O p erato r

T h an k  y o u  fo r y o u r p articip atio n  in  to d ay 's co n feren ce.

T h is co n clu d es th e p resen tatio n . Y o u  m ay  n o w

d isco n n ect. G o o d  d ay . D  I S  C  L  A  I M E  R

T h o m so n  R eu ters reserv es th e rig h t to  m ak e ch an g es to

d o cu m en ts, co n ten t, o r o th er in fo rm atio n  o n  th is w eb  site

w ith o u t o b lig atio n  to  n o tify  an y  p erso n  o f su ch

ch an g es. In  th e co n feren ce calls u p o n  w h ich  E v en t T ran scrip ts are

b ased , co m p an ies m ay  m ak e p ro jectio n s o r o th er fo rw ard -

lo o k in g  statem en ts reg ard in g  a v ariety  o f item s. S u ch  fo rw ard -

lo o k in g  statem en ts are b ased  u p o n  cu rren t ex p ectatio n s an d

in v o lv e risk s an d  u n certain ties. A ctu al resu lts m ay  d iffer m aterially  fro m  th o se

stated  in  an y  fo rw ard -lo o k in g  statem en t b ased  o n  a n u m b er

o f im p o rtan t facto rs an d  risk s, w h ich  are m o re sp ecifically  id en tified  in  th e

co m p an ies' m o st recen t S E C  filin g s. A lth o u g h  th e

co m p an ies m ay  in d icate an d  b eliev e th at th e assu m p tio n s

u n d erly in g  th e fo rw ard -lo o k in g  statem en ts are reaso n ab le, an y

o f th e assu m p tio n s co u ld  p ro v e in accu rate o r in co rrect an d , th erefo re,

th ere can  b e n o  assu ran ce th at th e resu lts co n tem p lated  in  th e fo rw ard -

lo o k in g  statem en ts w ill b e realized . T H E  IN F O R MA T IO N

C O N T A IN E D  IN  E V E N T

T R A N S C R IP T S  IS  A  T E X T U A L

R E P R E S E N T A T IO N  O F  T H E

A P P L IC A B L E  C O MP A N Y 'S

C O N F E R E N C E  C A L L  A N D  WH IL E

E F F O R T S  A R E  MA D E  T O  P R O V ID E

A N  A C C U R A T E  T R A N S C R IP T IO N ,

T H E R E  MA Y  B E  MA T E R IA L

E R R O R S , O MIS S IO N S , O R

IN A C C U R A C IE S  IN  T H E  R E P O R T IN G

O F  T H E  S U B S T A N C E  O F  T H E

C O N F E R E N C E  C A L L S . IN  N O  WA Y

D O E S  T H O MS O N  R E U T E R S  O R

T H E  A P P L IC A B L E  C O MP A N Y

A S S U ME  A N Y  R E S P O N S IB IL IT Y

F O R  A N Y  IN V E S T ME N T  O R  O T H E R

D E C IS IO N S  MA D E  B A S E D  U P O N

T H E  IN F O R MA T IO N  P R O V ID E D  O N

T H IS  WE B  S IT E  O R  IN  A N Y  E V E N T

T R A N S C R IP T . U S E R S  A R E

A D V IS E D  T O  R E V IE W T H E

A P P L IC A B L E  C O MP A N Y 'S

C O N F E R E N C E  C A L L  IT S E L F  A N D

T H E  A P P L IC A B L E  C O MP A N Y 'S

S E C  F IL IN G S  B E F O R E  MA K IN G  A N Y

IN V E S T ME N T  O R  O T H E R

D E C IS IO N S . © 2 0 1 5 , T h o m so n  R eu ters. A ll

R ig h ts R eserv ed . 5 6 1 7 4 9 0 -2 0 1 5 -0 2 -
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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
 



 
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.
 


	425 (STAPLES INC) (February 04, 2015)
	425 - 425




