
ADVANCE AUTO PARTS INC
Form 10-K
February 28, 2012
Table of Contents

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
Form 10-K

(Mark One)
x  ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934
For the fiscal year ended December 31, 2011 
OR
o TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934
For the transition period from ________ to ________.

Commission file number 001-16797
________________________

ADVANCE AUTO PARTS, INC.
(Exact name of registrant as specified in its charter)
________________________

 Delaware
(State or other jurisdiction of
incorporation or organization)

    54-2049910
(I.R.S. Employer
Identification No.)

 5008 Airport Road
Roanoke, VA
(Address of Principal Executive Offices)

    24019
(Zip Code)

(540) 362-4911
(Registrant’s telephone number, including area code)

Securities Registered Pursuant to Section 12(b) of the Act
Title of each class
Common Stock
($0.0001 par value)

Name of each exchange on which registered
New York
Stock Exchange

Securities Registered Pursuant to Section 12(g) of the Act: None

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.
Yes x No o
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Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the
Act. Yes o No x

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes x No o

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Registration S-T
(§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required
to submit and post such files). Yes x No o

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Registration S-K (§229.405 of this
chapter) is not contained herein, and will not be contained, to the best of registrant's knowledge, in definitive proxy or
information statements incorporated by reference in Part III of this Form 10-K or any amendment to the Form 10-K. o

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company. See definition of “large accelerated filer,” "accelerated filer" and "smaller reporting
company" in Rule 12b-2 of the Exchange Act. 

Large accelerated filer x Accelerated filer o
Non-accelerated filer o  (Do not check if a smaller reporting
company) Smaller reporting company o

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).
Yes o No x

As of July 15, 2011, the last business day of the registrant's most recently completed second fiscal quarter, the
aggregate market value of the 73,945,428 shares of Common Stock held by non-affiliates of the registrant was
$4,095,837,257, based on the last sales price of the Common Stock on July 15, 2011, as reported by the New York
Stock Exchange.

As of February 25, 2012, the registrant had outstanding 72,924,659 shares of Common Stock, par value $0.0001 per
share (the only class of common stock of the registrant outstanding).

Documents Incorporated by Reference:

Portions of the definitive proxy statement of the registrant to be filed within 120 days of December 31, 2011, pursuant
to Regulation 14A under the Securities Exchange Act of 1934, for the 2012 Annual Meeting of Stockholders to be
held on May 15, 2012, are incorporated by reference into Part III.
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FORWARD-LOOKING STATEMENTS

Certain statements in this report are "forward-looking statements" within the meaning of Section 27A of the Securities
Act of 1933 and Section 21E of the Securities Exchange Act of 1934. Forward-looking statements are usually
identified by the use of words such as "anticipate," "believe," "could," "estimate," "expect," "forecast," "intend,"
"likely," "may," "plan," "position," "possible," "potential," "probable," "project," "projection," "should," "strategy,"
"will," or similar expressions. We intend for any forward-looking statements to be covered by, and we claim the
protection under, the safe harbor provisions for forward-looking statements contained in the Private Securities
Litigation Reform Act of 1995.

These forward-looking statements are based upon assessments and assumptions of management in light of historical
results and trends, current conditions and potential future developments that often involve judgment, estimates,
assumptions and projections. Forward-looking statements reflect current views about our plans, strategies and
prospects, which are based on information currently available.

Although we believe that our plans, intentions and expectations as reflected in or suggested by any forward-looking
statements are reasonable, we do not guarantee or give assurance that such plans, intentions or expectations will be
achieved.  Actual results may differ materially from our anticipated results described or implied in our
forward-looking statements, and such differences may be due to a variety of factors. Our business could also be
affected by additional factors that are presently unknown to us or that we currently believe to be immaterial to our
business.

Listed below and discussed elsewhere in further detail in this report are some important risks, uncertainties and
contingencies which could cause our actual results, performance or achievements to be materially different from any
forward-looking statements made or implied in this report. These include, but are not limited to, the following:

•a decrease in demand for our products;
•competitive pricing and other competitive pressures;
•our ability to implement our business strategy;

•our ability to expand our business, including the location of available and suitable real estate for new store locations,the integration of any acquired businesses and the continued increase in supply chain capacity and efficiency;
•our ability to attract and retain qualified employees, or Team Members;

•
deterioration in general macro-economic conditions, including unemployment, inflation or deflation, consumer debt
levels, high fuel and energy costs, uncertain credit markets or other recessionary type conditions could have a
negative impact on our business, financial condition, results of operations and cash flows;

•
regulatory and legal risks, such as environmental or OSHA risks, including being named as a defendant in
administrative investigations or litigation, and the incurrence of legal fees and costs, the payment of fines or the
payment of sums to settle litigation cases or administrative investigations or proceedings;
•a security breach or other cyber security incident;

•business interruptions due to the occurrence of natural disasters, extended periods of unfavorable weather, computersystem malfunction, wars or acts of terrorism;
•the impact of global climate change or legal and regulatory responses to such change; and

•other statements that are not of historical fact made throughout this report, including the sections entitled “Business,”"Management's Discussion and Analysis of Financial Condition and Results of Operations" and "Risk Factors."

We assume no obligations to update publicly any forward-looking statements, whether as a result of new information,
future events or otherwise. In evaluating forward-looking statements, you should consider these risks and
uncertainties, together with the other risks described from time to time in our other reports and documents filed with
the Securities and Exchange Commission, or SEC, and you should not place undue reliance on those statements.
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PART I

Item 1.    Business.

Unless the context otherwise requires, “Advance,” “we,” “us,” “our,” and similar terms refer to Advance Auto Parts, Inc., its
predecessor, its subsidiaries and their respective operations. Our fiscal year consists of 52 or 53 weeks ending on the
Saturday closest to December 31st of each year. Fiscal 2008 included 53 weeks of operations. All other fiscal years
presented include 52 weeks of operations (the next 53 week fiscal year is 2014).

Overview

We are a leading specialty retailer of automotive aftermarket parts, accessories, batteries and maintenance items
primarily operating within the United States. Our stores carry an extensive product line for cars, vans, sport utility
vehicles and light trucks. We serve both "do-it-yourself," or DIY, and “do-it-for-me,” or Commercial, customers. Our
Commercial customers consist primarily of delivery customers for whom we deliver product from our store locations
to our Commercial customers’ places of business, including independent garages, service stations and auto dealers.

We were founded in 1929 as Advance Stores Company, Incorporated and operated as a retailer of general
merchandise until the 1980s. During the 1980s, we sharpened our focus to target sales of automotive parts and
accessories to DIY customers. From the 1980s to the present, we have grown significantly as a result of comparable
store sales growth, new store openings and strategic acquisitions. We began our Commercial delivery program in
1996 and have significantly increased our sales to Commercial customers since 2000. Our parent company, Advance
Auto Parts, Inc., a Delaware corporation, was incorporated in 2001 in conjunction with the acquisition of Discount
Auto Parts, Inc. At December 31, 2011, the end of our 2011 fiscal year, or Fiscal 2011, we operated 3,662 total stores.

Our Internet address is www.AdvanceAutoParts.com. We make available free of charge through our Internet website
our annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K and amendments to
those reports filed or furnished pursuant to the Securities Exchange Act of 1934 as soon as reasonably practicable after
we electronically file such material with, or furnish them to, the SEC. The SEC maintains a website that contains
reports, proxy statements and other information regarding issuers that file electronically with the SEC. These materials
may be obtained electronically by accessing the SEC's website at www.sec.gov.

Operating Segments

We operate in two reportable segments: Advance Auto Parts, or AAP, and Autopart International, or AI. The AAP
segment is comprised of our store operations, which operate under the trade names “Advance Auto Parts,” “Advance
Discount Auto Parts” and “Western Auto,” and our e-commerce operations. The AI segment consists solely of the
operations of Autopart International, Inc. which operates under the “Autopart International” trade name.

Financial information on our segments is included in Item 7. Management's Discussion and Analysis of Financial
Condition and Results of Operations, of this Annual Report on Form 10-K. In addition, selected financial data for our
segments is available in Note 21, Segment and Related Information, of the Notes to Consolidated Financial
Statements, included in Item 15. Exhibits, Financial Statement Schedules, of this Annual Report on Form 10-K.

AAP Segment

At December 31, 2011, we operated 3,460 AAP stores within the United States, Puerto Rico and the Virgin Islands.
We operated 3,434 AAP stores throughout 39 states in the Northeastern, Southeastern and Midwestern regions of the
United States. These stores operated under the “Advance Auto Parts” trade name except for certain stores in the state of
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Florida, which operated under the “Advance Discount Auto Parts” trade name. These stores offer a broad selection of
brand name and private label automotive replacement parts, accessories, batteries and maintenance items for domestic
and imported cars and light trucks. In addition, we operated 26 AAP stores under the “Advance Auto Parts” and “Western
Auto” trade names, located in Puerto Rico and the Virgin Islands, or Offshore. Through our integrated operating
approach, we serve our DIY and Commercial customers from our store locations and online at
www.AdvanceAutoParts.com. Our online website allows our DIY customers to pick up merchandise at a conveniently
located store or have their purchases shipped directly to their home or business. Our Commercial customers can
conveniently place their orders online.

2

Edgar Filing: ADVANCE AUTO PARTS INC - Form 10-K

8



Table of Contents

AAP Stores

Store Overview. Our stores generally are located in freestanding buildings in areas with high vehicle traffic counts,
good visibility and easy access to major roadways and to our Commercial customers. We believe that our stores
exhibit a customer-friendly format with the majority of our stores featuring an updated exterior and interior, bright
lighting, and a well-designed and easily navigated floor plan. The average size of our stores is 7,300 square feet with
the size of our typical new stores ranging from approximately 6,000 to 8,000 square feet. Our stores generally are
open from 7:30 a.m. to 9:00 p.m. six days a week and 9:00 a.m. to 8:00 p.m. on Sundays and most holidays to meet
the needs of our DIY and Commercial customers.

Our stores carry a product offering of approximately 18,000 SKUs, generally consisting of a custom mix of product
based on the stores' respective market. Our stores also have access to an additional assortment of 108,000 SKUs for
same-day or next-day delivery from one of our 254 HUB stores or our network of 22 Parts Delivered Quickly, or
PDQ®, facilities. Additionally, our customers have access to over 340,000 SKUs by ordering directly from one of our
vendors for delivery to a particular store or other destination as chosen by the customer.

We strive to be the leader in the automotive aftermarket industry by fulfilling our promise, 'Service is our best part®,'
through our Service Leadership and Superior Availability strategies. We offer our customers quality products which
are backed by a solid warranty. Many of our products are offered at a good, better or best recommendation
differentiated by price and quality. Store Team Members utilize our proprietary point-of-sale, or POS, system,
including a fully integrated electronic parts catalog to identify and suggest the appropriate quality and price options
for the SKUs we carry, as well as the related products, tools or additional information that is required by our
customers to complete their automotive repair projects properly and safely.

The primary categories of product we offer in our stores include:

•Parts, including alternators, batteries, belts and hoses, chassis parts, clutches, engines and engine parts, ignition,lighting, radiators, starters, spark plugs and wires, transmissions and water pumps;

•Accessories, including floor mats, mirrors, vent shades, MP3 and cell phone accessories, and seat and steering wheelcovers;

•Chemicals, including antifreeze, brake and power steering fluid, freon, fuel additives, windshield washer fluid and carwashes and waxes;
•Oil, transmission fluid and other automotive petroleum products; and
•Other miscellaneous offerings.

The product in our stores is generally arranged in a uniform and consistent manner based on standard store formats
and merchandise presentation. The parts inventory is generally located on shelves behind the customer service counter
with the remaining product, or front room merchandise, arranged on the sales floor to provide easy customer access,
maximum selling space and to prominently display high-turnover products and accessories to customers. We utilize
aisle displays to feature high-demand or seasonal merchandise, new items and advertised specials, including bilingual
signage based on the demographics in each store's geographic area.

We also provide a variety of services free of charge to our customers including:

•Battery & wiper installation;
•Battery charging;
•Check engine light reading where allowed by law;
•Electrical system testing, including batteries, starters, alternators and sensors;
•“How-To” Video Clinics;
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•Oil and battery recycling; and
•Loaner tool program.

Our stores are 100% company operated and are divided into three geographic areas. Each geographic area is managed
by a senior vice president, who is supported by regional and district management. District Leaders have direct
responsibility for store operations in a specific district, which typically consists on average of 12 stores. Depending on
store size and sales volume, each store is staffed by approximately 8 to 16 Team Members, under the leadership of a
General Manager. Store Team Members are comprised of full and part-time Team Members. A majority of our stores
include at least two parts professionals, or parts pros, who have an extensive technical knowledge of automotive
replacement parts and other related applications to better serve our Commercial and DIY customers. Many of our
stores include bilingual Team Members to better serve our diverse customer base. We offer training to all of our Team
Members, including formal classroom workshops, e-learning and

3
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certification by the National Institute for Automotive Service Excellence, or ASE. ASE is broadly recognized for
training certification in the automotive industry.

Commercial Sales.  Our Commercial sales consist of sales to both our walk-in and delivery customers, which
represented approximately 34% of our AAP sales in Fiscal 2011. Since 2000, we have aggressively expanded our
sales to Commercial customers through our Commercial delivery program. For delivered sales, we utilize our
Commercial delivery fleet to deliver product from our store locations to our Commercial customers' place of business,
including independent garages, service stations and auto dealers. Our stores are supported by a Commercial sales team
who are dedicated to the development of our national, regional and local Commercial customers. Our Commercial
sales management is closely aligned with our store management as part of our overall integrated store operation.

Since 2008, we have concentrated a significant amount of our investments on increasing our Commercial sales at a
faster rate in light of the favorable market dynamics. We have added key product brands in our stores that are well
recognized by our Commercial customers, and have increased the number of parts professionals, delivery trucks and
other support services to serve those customers. We believe these investments and the commitment to consistent
delivery times and order accuracy will enable us to gain more Commercial customers as well as increase our sales to
existing customers who will use us as their “first call” supplier. At December 31, 2011, 3,124 AAP stores, or 90% of
total AAP stores, had Commercial delivery programs.

Store Development.  Our store development program has historically focused on adding new stores within existing
markets where we can achieve a larger presence, remodeling or relocating existing stores and entering new markets.
The addition of new stores, along with strategic acquisitions, have played a significant role in our growth and success.
We believe the opening of new stores, and their strategic location in relation to our DIY and Commercial customers,
will continue to play a significant role in our future growth and success.

We open and operate stores in both large, densely populated markets and small, less densely populated areas. We
complete substantial research prior to entering a new market. Key factors in selecting new site and market locations
include population, demographics, vehicle profile, number and strength of competitors' stores and the cost of real
estate.

Our 3,460 AAP stores were located in the following states and territories at December 31, 2011:

Location Number of
Stores Location Number of

Stores Location Number of
Stores

Alabama 121 Maryland 84 Pennsylvania 179
Arkansas 28 Massachusetts

Edgar Filing: ADVANCE AUTO PARTS INC - Form 10-K

11


