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Business Overview

AR

* Advance Auto Parts is a leading North American automotive aftermarket parts retailer. The company serves both professional re pair shops and do-it-yourself
customers through its extensive network of retail stores and distribution centers, focusing on parts availability, service, and supply chain efficiency

Horizontally Integrated Business Model

Historical Revenue / Revenue Mix by Product

Omni-Channel
Fulfillment

AAP employs a \
comprehensive ommni-
channel distribution

model that integrates its
physical retail network
with its digital platforms
and rapid last mile
delivery to provide

seamless experience for/

Sourcing &
Procurement

Logistics &
Distribution

AAP leverages a
diversified supplier
base across 300,000+
SKUs through strategic
partnerships with major
manufacturers while
driving differentiation
via private-label
ownership. (i.e.
DieHard, & ARGOS)

AAP is transitioning to
an industry-standard
“Blend-box”
distribution model,
consolidating 38 legacy
DC’s into 12 regional
DCs to improve SKU
availability, inventory
efficiency, and service
times

DIY and Pro customers

Regional Presence
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Service is our best part.

= Advance Auto Parts operates ~4,300 stores, including 814 franchised Carquest locations
across USA, Mexico, & Canada serving DIY & DIFM mechanics, with over 75% of its
footprint positioned in designated markets where the company holds a #1 or #2
share by store density
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*  The revenue mix by customer has a roughly even split at 50/50 between DIFM (Do- !
It-For-Me (Mechanics)) and DIY (Do-It-Yourself) customers :
*  Despite the mix more than 90% of revenues is non-discretionary allowing them to |
operate in an inelastic market :
= When channel checking, most mechanics mention there go to is Advance Auto Parts I

* The company is currently executing a three-year turnaround strategy which
should be completed by 2027

*  The plan involves closing underperforming stores (as of now 700 have been closed),
reducing the number of distribution centers, converting specific stores into “market
hubs”, and resetting product assortments to better align with customer demand

*  The company has also recently replaced management in multiple positions

*  The most notable one being their new CEO, Shane O’Kelly and CFO, Ryan Grimsland

Sources: Investor Presentations, 10-K, Equity Research @ PHOENICIAN 2
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