
 
        April 9, 2019 
 
 
Dov Gottlieb 
White & Case LLP 
dov.gottlieb@whitecase.com 
 
 
Re: Advance Auto Parts, Inc. 
 Incoming letter dated February 4, 2019 
 
Dear Mr. Gottlieb: 
 
 This letter is in response to your correspondence dated February 4, 2019 
concerning the shareholder proposal submitted to Advance Auto Parts, Inc. (the 
“Company”) by The Gun Denhart Living Trust (the “Proponent”) for inclusion in the 
Company’s proxy materials for its upcoming annual meeting of security holders.   We 
also have received correspondence on behalf of the Proponent on March 8, 2019.  Copies 
of all of the correspondence on which this response is based will be made available on 
our website at http://www.sec.gov/divisions/corpfin/cf-noaction/14a-8.shtml.  For your 
reference, a brief discussion of the Division’s informal procedures regarding shareholder 
proposals is also available at the same website address. 
 
        Sincerely, 
 
        M. Hughes Bates 
        Special Counsel 
 
Enclosure 
 
cc: Sanford J. Lewis 
 sanfordlewis@strategiccounsel.net  
     
  
 
  



 

 
        April 9, 2019 
 
 
 
Response of the Office of Chief Counsel  
Division of Corporation Finance 
 
Re: Advance Auto Parts, Inc. 
 Incoming letter dated February 4, 2019 
 
 The Proposal requests that the board issue a report on sustainability to 
shareholders by 180 days after the 2019 annual meeting prepared in consideration of the 
SASB Multiline and Specialty Retailers & Distributors standard, describing the 
Company’s policies, performance and improvement targets related to material 
sustainability risks and opportunities.    
 

There appears to be some basis for your view that the Company may exclude the 
Proposal under rule 14a-8(i)(10).  Based on the information presented, it appears that the 
Company’s public disclosures compare favorably with the guidelines of the Proposal and 
that the Company has, therefore, substantially implemented the Proposal.  Accordingly, 
we will not recommend enforcement action to the Commission if the Company omits the 
Proposal from its proxy materials in reliance on rule 14a-8(i)(10).  In reaching this 
position, we have not found it necessary to address the alternative basis for omission 
upon which the Company relies. 
 
        Sincerely, 
         

Frank Pigott       
        Attorney-Adviser 
 

 



 
 
 

DIVISION OF CORPORATION FINANCE 
INFORMAL PROCEDURES REGARDING SHAREHOLDER PROPOSALS 

 
 
 The Division of Corporation Finance believes that its responsibility with respect 
to matters arising under Rule 14a-8 [17 CFR 240.14a-8], as with other matters under the 
proxy rules, is to aid those who must comply with the rule by offering informal advice 
and suggestions and to determine, initially, whether or not it may be appropriate in a 
particular matter to recommend enforcement action to the Commission.  In connection 
with a shareholder proposal under Rule 14a-8, the Division’s staff considers the 
information furnished to it by the company in support of its intention to exclude the 
proposal from the company’s proxy materials, as well as any information furnished by 
the proponent or the proponent’s representative. 
 
 Although Rule 14a-8(k) does not require any communications from shareholders 
to the Commission’s staff, the staff will always consider information concerning alleged 
violations of the statutes and rules administered by the Commission, including arguments 
as to whether or not activities proposed to be taken would violate the statute or rule 
involved.  The receipt by the staff of such information, however, should not be construed 
as changing the staff’s informal procedures and proxy review into a formal or adversarial 
procedure. 
 
 It is important to note that the staff’s no-action responses to Rule 14a-8(j) 
submissions reflect only informal views.  The determinations reached in these no-action 
letters do not and cannot adjudicate the merits of a company’s position with respect to the 
proposal.  Only a court such as a U.S. District Court can decide whether a company is 
obligated to include shareholder proposals in its proxy materials.  Accordingly, a 
discretionary determination not to recommend or take Commission enforcement action 
does not preclude a proponent, or any shareholder of a company, from pursuing any 
rights he or she may have against the company in court, should the company’s 
management omit the proposal from the company’s proxy materials. 



SANFORD J. LEWIS, ATTORNEY   
 
 

______________________________________________________________________________ 
 PO Box 231 Amherst, MA 01004-0231 • sanfordlewis@strategiccounsel.net • (413) 549-7333  

 
   
 

Via electronic mail 
 
March 8, 2019 
 

Office of Chief Counsel 
Division of Corporation Finance 
U.S. Securities and Exchange Commission 
100 F Street, N.E. 
Washington, D.C. 20549 
 
Re: Shareholder Proposal to Advance Auto Parts, Inc. Regarding Reporting of Material 

Sustainability Issues on Behalf of As You Sow  
 
Ladies and Gentlemen: 
 
As You Sow (the “Proponent”) is beneficial owner of common stock of Advance Auto Parts, Inc. 
(the “Company”) and has submitted a shareholder proposal (the “Proposal”) to the Company. I 
have been asked by the Proponent to respond to the letter dated February 4 ("Company Letter") 
sent to the Securities and Exchange Commission by Dov Gottlieb of White & Case. In that letter, 
the Company contends that the Proposal may be excluded from the Company’s 2019 proxy 
statement. 
 
I have reviewed the Proposal, as well as the letter sent by the Company, and based upon the 
foregoing, as well as the relevant rules, it is my opinion that the Proposal must be included in the 
Company’s 2019 proxy materials and that it is not excludable under Rule 14a-8. A copy of this 
letter is being emailed concurrently to Dov Gottlieb. 
 

 
SUMMARY 

 
The Company Letter asserts that the Proposal is excludable under Rule 14a-8(i)(7) as 
micromanaging the Company. However, the Staff has long allowed shareholder proposals to 
request reporting on significant policy issues, particularly on sustainability matters, guided by 
specific standards of disclosure either stated in the proposal or with reference to external 
standards. Examples include requests for reporting or policies in alignment with the International 
Labor Organization, EEO and the Global Reporting Initiative, as well as standards delineated by 
proponents on an array of issues such as cybersecurity, sustainable wood sourcing, hydraulic 
fracturing by oil and gas companies and banking practices that create vulnerabilities regarding 
derivatives and subprime lending. The Staff precedents universally demonstrate that it is 
appropriate for proposals to address reasonable details related to a disclosure request. In the 
present instance, the request of the Proposal for the company to consider SASB standards in its 
sustainability reporting is a reasonable request which is based on a leading model for assurance 
of disclosure of material information on sustainability matters of concern to investors, 
particularly in the deployment of ESG strategies. 
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The Company Letter also claims that the subject matter of the Proposal is not of significance to 
the Company or its shareholders. Yet, the Proponent has identified investment firms holding 
22% of the Company’s stock as of the fourth quarter of 2018 that have expressed support for the 
SASB standards. In addition, Glass Lewis, a leading proxy advisory firm, has stated that its 
proxy decision-making will be guided by SASB. In light of this block of large investors in the 
company’s stock that have been involved in the development and have emphasized the 
importance of sustainability reporting driven by materiality as articulated by SASB, the 
Company’s argument that SASB compliant reporting is not of interest to its shareholders is 
unpersuasive. Therefore, the Proposal is not excludable pursuant to Rule 14a-8(i)(7). 
 
The Company Letter further asserts that the Proposal is excludable as substantially implemented 
pursuant to Rule 14a-8(i)(10). However, the Company’s existing reporting fails to fulfill the 
guidelines or central purpose of the Proposal, because it omits reporting of information that is 
likely to be material to investors according to the analyses of the SASB, including on the one 
issue highlighted in the proposal – disclosure of labor related issues deemed material by the 
Sustainability Accounting Standards Board. Therefore the Proposal is not excludable pursuant to 
Rule 14a-8(i)(10). 

  
The Proposal 

 

“Whereas: The Sustainability Accounting Standards Board (SASB) has 
established industry-specific standards that assist companies in disclosing 
financially material, decision-useful sustainability information to investors; 

SASB standards are designed to identify a minimum set of sustainability issues 
most likely to impact the operating performance or financial condition of the 
typical company in an industry, regardless of location; 

Businesses can use SASB standards to better identify, manage, and communicate 
to investors sustainability information that is financially material. Use of the 
standards can benefit businesses by improving transparency, risk management, 
and performance. SASB standards can help investors by encouraging reporting 
that is comparable, consistent, and financially material, thereby enabling better 
investment and voting decisions; 

Failure to adequately manage and disclose performance on material sustainability 
factors can pose significant regulatory, legal, reputational, and financial risk to a 
company and its shareholders; 

Investors support disclosure in accordance with SASB standards: The SASB 
Investor Advisory Group, 32 global asset owners and asset managers (including 
six of the world’s ten largest investment advisers) “[b]elieve SASB’s approach—
which is industry-specific and materiality-focused—will help provide investors 
with relevant and decision-useful information,” and “[b]elieve that SASB 
standards can inform integration of sustainability factors into investment and/or 
stewardship processes, such as corporate engagement and proxy voting.” (citing 
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by footnote https://www.sasb.org/investor-use/supporters/.) Members of the 
SASB Investor Advisory Group and SASB Alliance, “a growing movement of 
organizations that believe standardized, industry-specific, and materiality-based 
standards help companies and investors adapt to the market’s expectations,” 
comprise among others pension funds of six states; (citing by footnote 
https://www.sasb.org/alliance-membership/organizational-members/.) 

SASB identifies the Multiline and Specialty Retailers & Distributors industry’s material 
sustainability issues as Energy Management in Retail & Distribution; Data Security; Labor 
Practices; Workforce Diversity & Inclusion; and Product Sourcing, Packaging & Marketing. 
Presently, our company provides insufficient disclosure on these issues. For instance, our 
company does not disclose how it manages risks stemming from its labor practices. The 
low-average wages in the retail industry, which help companies maintain low prices on 
products, may increase labor-related risks. Since customers regularly interact directly with 
employees, companies can face a decrease in market share and revenue from negative 
consumer sentiment due to public disagreement between companies and their workers. 

Companies can enhance labor productivity and employee engagement by taking a long- 
term approach to managing workers in areas such as compensation and workers’ rights. 
The absence of this information challenges investors’ ability to comprehensively evaluate 
our company’s management of sustainability risks and opportunities; 

Therefore, be it resolved: Shareholders request that the Board of Directors issue a 
report on sustainability to shareholders by 180 days after the 2019 Annual Meeting, 
at reasonable expense and excluding confidential information, prepared in 
consideration of the SASB Multiline and Specialty Retailers & Distributors standard, 
describing the company’s policies, performance, and improvement targets related to 
material sustainability risks and opportunities.” 
 
 
 

 BACKGROUND  

The Sustainability Accounting Standards Board (SASB) has developed a set of guidelines that 
are focused on the materiality of environmental and social disclosure metrics. The SASB 
guidelines were finalized in October 2018 and published in November. At the start of each 
standard, SASB notes1: 

 
Purpose of SASB Standards 
 
Sustainability accounting reflects the governance and management of a company’s 
environmental and social impacts arising from production of goods and services, as well 
as its governance and management of the environmental and social capitals necessary to 
create long-term value. The SASB also refers to sustainability as “ESG” (environmental, 
social, and governance), though traditional corporate governance issues such as board 
composition are not included within the scope of the SASB’s standards-setting activities. 

                                                             
1 Sustainability Accounting Standards Board, Multiline and Specialty Retailers & Distributors, Sustainability 
Accounting Standard, October 2018, page 4. 
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SASB standards are designed to identify a minimum set of sustainability issues most 
likely to impact the operating performance or financial condition of the typical company 
in an industry, regardless of location. SASB standards are designed to enable 
communications on corporate performance on industry-level sustainability issues in a 
cost-effective and decision-useful manner using existing disclosure and reporting 
mechanisms. 
 
Businesses can use the SASB standards to better identify, manage, and communicate to 
investors sustainability information that is financially material. Use of the standards can 
benefit businesses by improving transparency, risk management, and performance. 
SASB standards can help investors by encouraging reporting that is comparable, 
consistent, and financially material, thereby enabling investors to make better 
investment and voting decisions. 
 
Overview of SASB Standards 
 
The SASB has developed a set of 77 industry-specific sustainability accounting 
standards (“SASB standards” or “industry standards”), categorized pursuant to SASB’s 
Sustainable Industry Classification System® (SICS®). Each SASB standard describes 
the industry that is the subject of the standard, including any assumptions about the 
predominant business model and industry segments that are included. SASB standards 
include: 
 
1. Disclosure topics – A minimum set of industry-specific disclosure topics reasonably 
likely to constitute material information, and a brief description of how management or 
mismanagement of each topic may affect value creation. 

 

2. Accounting metrics – A set of quantitative and/or qualitative accounting metrics 
intended to measure performance on each topic. 
 
3. Technical protocols – Each accounting metric is accompanied by a technical protocol 
that provides guidance on definitions, scope, implementation, compilation, and 
presentation, all of which are intended to constitute suitable criteria for third-party 
assurance. 
 
4. Activity metrics – A set of metrics that quantify the scale of a company’s business 
and are intended for use in conjunction with accounting metrics to normalize data and 
facilitate comparison.  

 
Furthermore, the SASB Standards Application Guidance establishes guidance applicable 
to the use of all industry standards and is considered part of the standards. Unless 
otherwise specified in the technical protocols contained in the industry standards, the 
guidance in the SASB Standards Application Guidance applies to the definitions, scope, 
implementation, compilation, and presentation of the metrics in the industry standards.  
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The SASB Conceptual Framework sets out the basic concepts, principles, definitions, 
and objectives that guide the Standards Board in its approach to setting standards for 
sustainability accounting. The SASB Rules of Procedure is focused on the governance 
processes and practices for standards setting.  

 
Use of the Standards 
 
SASB standards are intended for use in communications to investors regarding 
sustainability issues that are likely to impact corporate ability to create value over the 
long term. Use of SASB standards is voluntary. A company determines which 
standard(s) is relevant to the company, which disclosure topics are financially material 
to its business, and which associated metrics to report, taking relevant legal 
requirements into account. In general, a company would use the SASB standard specific 
to its primary industry as identified in SICS® . However, companies with substantial 
business in multiple SICS® industries can consider reporting on these additional SASB 
industry standards. 
 
It is up to a company to determine the means by which it reports SASB information to 
investors. One benefit of using SASB standards may be achieving regulatory 
compliance in some markets. Other investor communications using SASB information 
could be sustainability reports, integrated reports, websites, or annual reports to 
shareholders. There is no guarantee that SASB standards address all financially material 
sustainability risks or opportunities unique to a company’s business model. 
 

 
ANALYSIS 

 
I. The Proposal is not excludable under Rule 14a-8(i)(7). 
 
The Company Letter asserts that since the Company is already engaging in sustainability 
reporting, the current Proposal which would recommend that the Company to use SASB 
materiality guidelines in its reporting impermissibly interferes with the Company’s business 
judgment. 
 
The Company Letter asserts that the nominating and governance committee of the board of 
directors considered the Proposal and concluded that the Proposal micro-manages the Company 
by (i) probing too deeply into complex matters, which require an understanding of the intricacies 
of managing the Company’s day-to-day business operations; and (ii) asking the Company to 
adopt specific implementation methods for sustainability reporting, which run counter to the 
ongoing plan for sustainability reporting carefully devised by management over the past three 
years based on shareholder outreach and a review of business priorities. Further, the Company 
Letter notes: 
 

In evaluating whether the Proposal micro-manages the Company, 
the Committee considered the historical and ongoing steps taken 
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by the Company as part of its overall sustainability reporting and 
policy initiatives. The Committee found that these required 
management to exercise its business judgment in making decisions 
on matters not appropriate for shareholder oversight, such as the 
hiring and training of a qualified workforce to work on 
sustainability reports, the collection and allocation of the necessary 
resources and expenses, and the development of adequate controls 
and procedures to track accurately the major components of the 
reports. The Committee also took into account the Company’s 
considerable ongoing investment of time and money in its 
sustainability initiatives. In the Committee’s judgment, a 
readjustment to these policies and procedures to meet the concerns 
of one shareholder might even interfere to such a level that it could 
amount to a waste of corporate resources, impacting enterprise 
value and ultimately shareholders’ equity. 

 

Staff precedents demonstrate that requests for improved sustainability reporting are not 
excludable under Rule 14a-8(i)(7). 
 

In the context of the present Proposal, there are dozens of Staff decisions allowing 
(notwithstanding Rule 14a-8(i)(7) objections based on micromanagement and ordinary business), 
proposals requesting various forms of reporting on corporate social responsibility, and materially 
significant disclosures regarding companies’ environmental and social impact on society. A few 
examples include: Wendy’s International, Inc. (February 10, 2005: Dean Foods Company (March 
25, 2005); Lehman Brothers Holdings Inc. (January 29, 2008; Wal-Mart Stores, Inc. (February 
17, 2004); SunTrust Banks, Inc. (January 13, 2010); Johnson Controls, Inc. (November 14, 
2002); and Hormel Foods Corporation (October 22, 2004). 
 

The Company Letter nevertheless asserts that the request of the Proposal does not address a 
significant policy issue for the Company, because the difference between the Company’s 
reporting and that requested by the proposal is not significant to the company. However, the 
proponent here will provide evidence demonstrating that the difference between the Company’s 
current reporting and that requested by the proposal is significant, and would be significant to a 
substantial portion of the Company’s investors for whom comparable, quantitative, material 
reporting on ESG issues is of great interest and pivotal to their investing strategy. 
 
The current Proposal was prepared in light of the Company’s existing sustainability reporting. 
While the existing reporting does contain a number of useful metrics, it is also difficult to discern 
financial materiality regarding many of the disclosures. 
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Proposals detailing the need for disclosure of material issues do not micromanage. 
 
As demonstrated time and again in Staff decisions, proposals that simply seek disclosure of 
material issues that also are significant policy issues do not, by their nature, micromanage. There 
are extensive examples of such proposals, based on request for reporting to external standards as 
well as shareholder defined standards. For instance, in Arch Coal, Inc. (February 10, 2012) the 
proposal requested a report on the company’s efforts to reduce environmental and health hazards 
associated with its Appalachian mining operations, including reporting consistent with Global 
Reporting Initiative ( GRI) performance indicators. As in the present instance, in which the 
proposal seeks sustainability reporting consistent with SASB standards, the proposal was not 
excludable under Rule 14a-8(i)(7). 2 
 
Numerous proposals also have withstood micromanagement challenges despite extensive and 
detailed requests for disclosure, and over the issuer’s objections that the company is already 
disclosing the information it views as appropriate and adequate for its investors. As one example, 
matters of management of cyber risk have been subject to extensive and specific requests for 
disclosure. In Express Scripts Holding Corporation (March 7, 2018) the company asserted that 
the proposal micromanaged and was excludable under Rule 14a-8(i)(7) where the proposal, 
citing current concerns about corporate cybersecurity, asked the Board of Directors to: . . . 
review and publicly report (at reasonable cost, in a reasonable timeframe, and omitting 
proprietary and confidential information) on its cyber risk and actions taken to mitigate that risk. 
The Resolution explained further in the supporting statement that a report adequate for investors 
to assess practices should include: aspects of business or operations that give rise to material 
cybersecurity risk; the extent to which the company outsources functions that have material 
cybersecurity risks, descriptions of those functions and how the company addresses those risks; a 
description of cyber incidents experienced by the company that are individually or in the 
aggregate material, including a description of the costs and consequences; risks related to cyber 
incidents that remain undetected for an extended period; a description of relevant insurance 
coverage; compliance, regulatory or contractual obligations related to cyber risk; certification to 
widely recognized standards; and how cybersecurity risks are reflected in financial statements. 
The resolution adds that the report should address the scope and frequency of the Board’s 
oversight of cyber risks. Despite these extensive details, the proposal was not found to 
micromanage.  
 
Similarly, in Exxon Mobil Corporation (March 19, 2014) the company stated the proposal could 
                                                             
2 Examples of other proposals found non-excludable under Rule 14a-8(i)(7) seeking policies and reporting in 
relation to external standards: International Labor Organization Standards, e.g., Kmart Corporation (March 16, 
2001) The proposal relates to Kmart amending its Buying Policy and standard purchase contracts to implement the 
principles defined by the International Labor Organization, monitoring adherence to those amendments, and 
reporting annually on the amended Policy. Abercrombie & Fitch Co. (April 12, 2010), Costco Wholesale Corp. 
(October 26, 2004) requesting the Board of Directors to adopt and disclose a code of vendor conduct, based on the 
ILO standards; Establish an independent monitoring process that assesses adherence to these standards; and Prepare 
an annual report, at reasonable cost, omitting proprietary information, on adherence to the supplier code, the first 
such report to be completed by October 2010. EEO criteria, for instance, Citigroup Inc. (February 2, 1999) seeking 
report on its affirmative action policies and programs consistent with EEO. 
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be omitted pursuant to Rule 14a-8(i)(7) as micromanaging the company’s ordinary business 
operations. Despite the detailed requests of the proposal, the Staff declined to allow exclusion on 
the basis of Rule 14a-8(i)(7). The proposal requested the Board of Directors to report to 
shareholders using quantitative indicators by December 31, 2014, and annually thereafter, the 
results of company policies and practices, above and beyond regulatory requirements, to 
minimize the adverse environmental and community impacts from the company’s hydraulic 
fracturing operations associated with shale formations. Proponents suggest in the supporting 
statement that the report address, at a minimum, and on a regional basis or by each play in which 
the company operates: 

• Percentage of wells using “green completions;” 
• Methane leakage as a percentage of total production; 
 • Percentage of drilling residuals managed in closed-loop systems; 
• Goals to eliminate the use of open pits for storage of drilling fluid and flowback water, 
with updates on progress; 
 • Goals and quantitative reporting on progress to reduce toxicity of drilling fluids; 
• A system for managing naturally occurring radioactive materials;  
• Numbers and categories of community complaints of alleged impacts, and their 
resolution; 
• A systematic approach for reporting community concern statistics upward within the 
company. 

 
The Securities and Exchange Commission’s core activities have always revolved around 
ensuring the adequacy of disclosure of material information to investors. There is every reason 
for the Staff to encourage, and not to exclude, any proposal that seeks decision-useful and 
comparable disclosure by companies on significant policy issues. In the present instance, the 
focus on ensuring material disclosures of ESG matters heightens, rather than diminishes, the 
relevance to the SEC’s mission of promoting disclosure that is useful for investors. 
 
The subject matter of the Proposal is of broad interest to the capital markets. 
 
Of substantial error in the Company’s assessment here is the idea that at stake in this Proposal 
are merely “the concerns of one shareholder,” and thus would result in an interference in and 
waste of corporate resources. Quite to the contrary, the purpose of the proposal is to allow fellow 
shareholders to vote on whether the Company should integrate criteria for financial materiality 
into its sustainability reporting. 
 

SASB-informed reporting is of great interest to the broader market, evidenced by the extensive 
engagement of investors and investing experts in the development of the standards. The SASB 
Foundation Board of Directors includes two former Chairs of the SEC, Mary Schapiro and Elisse 
Walter. It also includes a former Director of the Division of Corporation Finance, Alan Beller, 
and a former Chair of the President’s Council of Economic Advisers, Laura Tyson, as well as a 
former Chairman of the FASB, Robert Herz. 
 
SASB is supported by its Investor Advisory Group, which has 32 members, including 
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BlackRock, Vanguard, State Street, and Capital Group (four of the five largest investment 
advisers in the world) as well as CalPERS, CalSTRS and New York City Retirement Systems 
(three of the five largest U.S. pension funds), and the investment management divisions of 
Goldman Sachs, Morgan Stanley and Bank of America Merrill Lynch.  
 

Investors holding at least 22% of Advanced Auto Parts stock have expressed support for 
the SASB standards.3 For instance, Neuberger Berman on its website notes “commitment to 
integrating the [SASB’s] guidance on materiality into our evaluation of the proxy votes that we 
cast on behalf of clients.”4 In 2016, BlackRock reviewed the various disclosure regimes and 
urged policymakers to understand “the distinction between social, mission or ‘values’ driven 
goals and investment (‘value’) goals.”5 The firm praised SASB as a “preeminent example of an 
industry body seeking standardized ESG disclosures that are relevant to business performance.”6 
A recent survey found that investors preferred the SASB to the GRI standards by a factor of 2:1, 
even though the SASB standards were not yet circulating.7 
 

Vanguard has stated: “Although there is no one-size-fits-all approach, market solutions to climate 
risk and other evolving disclosure practices can be valuable when they reflect the shared 
priorities of issuers and investors. Our participation in the Investor Advisory Group to the 
Sustainability Accounting Standards Board (SASB) reflects our belief that materiality-driven, 
sector-specific disclosures will better illuminate risks in a way that aids market efficiency and 
price discovery. We believe it is incumbent on all market participants—investors, boards, and 
management alike— to embrace the disclosure of sustainability risks that bear on a company’s 
long-term value creation prospects.”8 
 

State Street Global Advisors has stated: “As the long—term research continues to show that ESG 
helps from a risk/return perspective, we are going to see more growth in the demand for 
integrated ESG solutions. This is where the Sustainability Accounting Standards Board (SASB) 
comes in. They provide a materiality map, which is something companies need to learn about. 
It’s surprising to me how many board members are not aware of SASB and the growing 
importance of ESG scores in driving investment…We think SASB is a significant part of the 
solution—it was developed by investors and has an investor perspective of ESG risks.”9 

                                                             
3 BlackRock, Vanguard and State Street own 22% of AAP’s stock as of Q4 13f filings. Vanguard: 10.25%; 
BlackRock: 5.18%; SSGA: 4.43%; Neuberger: 2.07%. 
Source: https://money.cnn.com/quote/shareholders/shareholders.html?symb=AAP&subView=institutional. 

4 https://www.nb.com/pages/public/global/insights/voting-the-votes-materiality-one-year-later.aspx 
5 Blackrock, Exploring ESG: A Practitioner’s Perspective 1 (2016), 
6 Id. at 5. 
7 PWC GOVERNANCE INSIGHTS CENTER, INVESTORS, CORPORATES, AND ESG: BRIDGING THE GAP 
9 (2016), at 6. 
8 F. William McNabb III, Chairman and Chief Executive Officer, An open letter to directors of public companies 
worldwide, August 31, 2017 available at https://about.vanguard.com/investment-stewardship/governance-letter-to-
companies.pdf 
9 Engaging with Rakhi Kumar of State Street Global Advisors, Harvard Law School Forum on Corporate 
Governance and Financial Regulation, September 11, 2018, available at 
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The Capital Group says: “Capital is a member of the Sustainability Accounting Standards Board 
(SASB) along with many other groups focused on improving governance and reporting globally. 
We support efforts by many of these organizations to set standards for the reporting of ESG 
information.”10 
 
The likely interested in each of these named investment firms and fiduciaries in voting in favor 
of the proposal is enough to demonstrate that the Company’s statement of a lack of interest of its 
investors is false. Moreover, other votes in the market will be informed by the recommendations 
of proxy advisory service Glass Lewis, which has pledged to “integrate SASB’s industry-specific 
materiality guidance across research and vote management products.”11 
 

There is every reason to believe that the SASB standards will command substantial investor 
interest, and that proposals such as the present one, which allow the firm’s investors to express 
their opinion as to whether the firm should engage in disclosure of the material issues identified 
by SASB is an appropriate approach for a shareholder proposal and not excludable as 
micromanagement, regardless of whether the firm has some existing sustainability reporting. 
 
Furthermore, recent experience of the Securities and Exchange Commission demonstrates 
that investors are interested in better ESG reporting. 
 
The volume of concern and interest of shareholders in better ESG reporting was expressed in 
2016, when hundreds of investors wrote to the SEC urging the establishment of mandatory 
disclosure metrics on environmental and social issues that would produce comparable metrics 
across companies.12 The Sustainability Accounting Standards Board (SASB) analyzed the 
comment letters received by the SEC in response to the 2016 Concept Release.13 Two-thirds of 
the 276 non-form comment letters discussed ESG disclosures in SEC filings. Most of the letters 
supported ESG disclosures, and for many commenters, this was the only issue they addressed. A 
full 80% of ESG-related comment letters called for improved disclosure of sustainability 
information in SEC filings. Of the ESG-related comment letters submitted, 37% were submitted 
by asset owners and asset managers. SASB concluded its analysis by stating that the comments 
on the Concept Release “have sent a strong signal to the SEC that times have changed” and that 
investors are asking for better disclosure of material ESG information in SEC filings. 
 
In its comment letter responding to the SEC’s Concept Release, the SASB pointed out that “today’s 
reasonable investors use sustainability disclosures.” SASB cited a 2015 CFA Institute survey, in 

                                                             
https://corpgov.law.harvard.edu/2018/09/11/engaging-with-rakhi-kumar-of-state-street-global-advisors/. 
10 Capital Group’s Environmental, Social and Governance Principles and Practices, available at 
https://www.americanfunds.com/individual/policies-faq.html 
11 http://www.glasslewis.com/glass-lewis-to-integrate-sasbs-industry-specific-materiality-guidance-across-research-
and-vote-management-products/ 
12 SASB, Blog, August 16, 2016. 
13 https://www.sasb.org/wp-content/uploads/2016/09/Reg-SK-Comment-Bulletin-091416.pdf 
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which 73% of institutional investors stated that they take ESG issues into account in their 
investment analysis and decisions. SASB also commented that while Regulation S-K already 
requires disclosure of material sustainability information, current disclosures are of poor quality. 
In fact, 40% of 10-K disclosure on ESG issues consists of “boilerplate” language and does not help 
investors “understand or price risk or to evaluate performance…”  

 
The role of such ESG metrics in bringing attention to the issue of long-term management is 
currently widely understood, even by investors that are not sponsors of proposals. Although 
larger investors in the market have greater capacity to engage directly with companies on the 
relevant issues, and, therefore, tend not to utilize Rule 14a-8 to file proposals, the largest 
investing institutions have come to recognize the importance of the kinds of environmental and 
social metrics sought in shareholder proposals as indicators of potential long-term value creation 
and seek material, decision-relevant and comparable metrics. 
 
Institutional investors are strengthening, not diminishing, their focus on long-term value creation 
and systemic risk. A recent state of the industry report, “Tipping Points 2016,” collected14 data 
from a group of 50 institutions, including 28 asset owners and 22 asset managers. These 
institutions were selected because of their diversity, including size, geographical locations, 
institutional missions, and clients. The report sought to assess whether and to what extent 
institutional investors consider and manage their impacts on environmental, societal, and 
financial systems, and to what extent they consider those systems’ impacts on their portfolios. 
The report found that financial returns and risk reduction appear to be two primary motivators 
for approaching investment decisions on a systemic basis. Asset owners and managers frequently 
cite the financial risks they perceive from environmental, social, and governance risk at both a 
security-specific and economy-wide level. 
 

Although private ordering accomplished through shareholder proposals is no substitute for a 
general SEC rule on ESG disclosures, allowing proposals focused on environmental and social 
concerns and materiality provides a targeted means of ensuring better disclosure for the large 
segment of investors who currently use ESG data in their investment strategies. Such proposals 
therefore help to fulfill the SEC's mission of ensuring that relevant information is available to 
investors, allowing the proposal process to function as a self-help remedy for investors to flag 
issues, and to seek management response on issues of concern at particular companies. 
 

Disclosure is the basis of federal securities law, but disclosure that is insignificant, trivial or 
useless is less desirable. 
 
Disclosure is the bedrock concept of federal securities law. As the Supreme Court has stated, 
“‘[t]his Court “repeatedly has described the ‘fundamental purpose’ of the [1934 Securities 
Exchange] Act as implementing a ‘philosophy of full disclosure.’”15 Despite the overarching 

                                                             
14 http://tiiproject.com/tiiping-points-2016 
15 Basic v. Levinson, 485 U.S. 230 (1988). 
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importance that disclosure has acquired, not all of it is desirable.16 Disclosure can be misleading 
or uninteresting. Too much disclosure can even create liability under the “buried facts” 
doctrine.17 The most salient aspect in considering whether disclosures are helpful to investors is 
related to materiality, a concept which has been considered “the cornerstone of the federal 
securities laws since Congress incorporated this principle in the first of these laws in the 
1930s.”18 
 
 
Material disclosure requires disclosure of information which is decision-useful from the 
reasonable shareholder’s perspective. 
 
The Supreme Court took up the definition of materiality in 1976’s TSC Industries v. Northway.19 
In rejecting an earlier formulation of the materiality test as "all facts which a reasonable 
shareholder might consider important (original emphasis),"20 the majority determined that prior 
application of the standard had at times been unacceptably loose. The Court noted that “[s]ome 
information is of such dubious significance that insistence on its disclosure may accomplish 
more harm than good…if the standard of materiality is unnecessarily low…management’s fear of 
exposing itself to substantial liability may cause it simply to bury the shareholders in an 
avalanche of trivial information – a result that is hardly conducive to informed decision-
making.”21 Part of the Court’s effort, then, was to protect investors from irrelevant disclosure. 
The Court arrived at a definition of materiality that is now widely known:  
 

What the standard does contemplate is a showing of a substantial likelihood 
that, under all the circumstances, the omitted fact would have assumed 
actual significance in the deliberations of the reasonable shareholder. Put 
another way, there must be a substantial likelihood that the disclosure of the 
omitted fact would have been viewed by the reasonable investor as having 

                                                             
16 Christian Leuz & Peter D. Wysocki, Economic Consequences of Financial Reporting and Disclosure Regulation: 
A Review and Suggestions for Future Research, (Working Paper, 2008), available at 
http://ssrn.com/abstract=1105398 (detailing some drawbacks of the disclosure regime); See also Étienne Farvaque, 
Catherine Refait-Alexandre, & Dhafer Saïdane, Corporate Disclosure: A Review of its (Direct and Indirect) Benefits 
and Costs, 128 Int’l Econ. 5 (2011) (same). 
17 Werner v. Werner, 267 F.3d 288, 297 (3d Cir. 2001) (“Under the ‘buried facts’ doctrine, a disclosure is deemed 
inadequate if it is presented in a way that conceals or obscures the information sought to be 
disclosed. The doctrine applies when the fact in question is hidden in a voluminous document…”). See also CFA 
Institute, Financial Reporting Disclosures: Investor Perspectives on Transparency, Trust, and Volume. Condensed 
Report (2013), https://www.cfainstitute.org/ethics/Documents/investor-perspectives-on-disclosures.pdf (“[w]e 
contend that investors cannot be overloaded with too much information if it is useful information.”) (emphasis 
added). 
18 Business Roundtable, The Materiality Standard for Public Company Disclosure: Maintain What Works, 3 (Oct. 
2015), http://businessroundtable.org/sites/default/files/reports/Materiality%20White%20Paper%20FINAL%2009-
29-15.pdf. 
19 TSC Industries, Inc. v. Northway, Inc., 426 U.S. 438 (1976). 
20 Id. at 445. 
21 Id. at 448. 
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significantly altered the ‘total mix’ of information made available.22  
 
The Court’s exposition of materiality therefore highlighted that the essential aspect of the 
materiality test was that a fact be decision-useful in the eyes of the reasonable investor. 
 
The Commission over time has provided context to the Court’s conception. For example, SEC 
Staff has affirmed that when managements and investors disagree as to the materiality of a fact, 
benefit of the doubt should accrue to the investor: “In the articulation of the materiality 
standards, it was recognized that doubts as to materiality of information would be commonplace, 
but that, particularly in view of the prophylactic purpose of the securities laws and the fact that 
disclosure is within management's control, ‘it is appropriate that these doubts be resolved in 
favor of those the statute is designed to protect.’”23  
 
The Commission has also underscored the restricted nature of a material fact by suggesting that 
issuers “eliminate” disclosure of any topic “that does not promote understanding of registrants’ 
financial condition, liquidity and capital resources, changes in financial condition and results of 
operations.”24 The Commission has echoed the Court in stressing that the test of material 
information must be that it is decision-useful from the standpoint of reasonable shareholders. 
 
Decision-usefulness necessarily implies comparability, as “…investment decisions essentially 
involve a choice between competing investment alternatives.”25 Comparability has been recently 
showcased as a core principle of the Commission’s disclosure requirements by Chairman 
Clayton.26 Importantly, comparability can extend along the dimension of time as well as across a 
universe of firms, as investors desire to evaluate corporate performance from period to period, 
even for a single company.27 Comparability is stifled, however, in the absence of metrics. 
 
The dearth of metrics in sustainability disclosure has frustrated the reasonable investor. 
 
The Sustainability Accounting Standards Board (SASB) has described the shortcomings of U.S. 
issuers’ financial disclosures in a series of exhaustive analyses.28 The Board found that while 
most issuers already address most SASB topics in their filings (“73 percent of companies in the 
analysis reported on at least three-quarters of the sustainability topics included in their industry 

                                                             
22 Id. at 449; See also Basic v. Levinson, 485 U.S. 224, 232 (1988) (“We now expressly adopt the TSC Industries 
standard of materiality for the § 10(b) and Rule 10b-5 context.”); Halliburton Co. v. Erica P. John Fund, Inc., 134 
S. Ct. 2398, 2413 (2014) (reaffirming this standard of materiality). 
23 SEC, Commission Guidance Regarding Disclosures Related to Climate Change, Sec. Act Rel. No. 9106 (Feb. 8, 
2010) at 11. (Citation omitted.) 
24 Id. at 18. 
25 40 Fed. Reg. 51,662 (Nov. 6, 1975) 
26 Remarks for Telephone Call with SEC Investor Advisory Committee Members, Chairman Jay Clayton, Feb. 6, 
2019. Available at https://www.sec.gov/news/public-statement/clayton-remarks-investor-advisory-committee-call-
020619 
27 Id. 
28 Sustainability Accounting Standards Board [SASB], State of Disclosure Report 2017, (2017) 3, 
https://www.sasb.org/wp-content/uploads/2017/12/2017State-of-Disclosure-Report-web.pdf. 
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standard”),29 “most sustainability disclosure consists of boilerplate language, which is largely 
useless to investors: The most common form of disclosure across the majority of industries and 
topics was generic boilerplate language, which is inadequate for investment decision-making.”30 
Moreover, “[s]ustainability performance metrics are rarely disclosed and lack comparability 
when they are: Companies used metrics—obviously more useful to investment analysis—in 
around 29 percent of the cases in which a disclosure occurred. Importantly, even in these cases, 
the metrics were non-standardized and therefore lacked comparability from one firm to the 
next.”31 The SASB summed up the issue of ESG disclosure with the statement, “…by and large, 
companies continue to take a minimally compliant approach to sustainability disclosure.”32 
 
Investor frustration with the lack of metrics in sustainability reporting is palpable: According to 
PwC, “[m]ore than nine out of ten investors (92%) say companies are not disclosing ESG data in 
a way that makes it easy to compare to other companies...”33 
 
Because the Proposal addresses the significant policy issue of sustainability disclosure, the 
proposal is not excludable under Rule 14a-8(i)(7). The fact that the Company has some 
sustainability disclosures in place has never been and must not become a basis for finding a 
proposal excludable as “micromanaging”. As long as the standards provided in the proposal 
comport with the requirements of Rule 14a-8(i)(3) such that they are neither vague nor 
misleading, and the requested disclosure standards otherwise comply with Rule 14a-8, such a 
proposal is not excludable. The fact that the Company may have some existing reporting in place 
is appropriately evaluated pursuant to Rule 14a-8(i)(10), not Rule 14a-8(i)(7). 

 
II. The Company has not substantially implemented the Proposal, and therefore the 

Proposal is not excludable under Rule 14a-8(i)(10). 
 
The Company Letter asserts that its existing sustainability reporting substantially implements the 
Proposal. In order for a Company to meet its burden of proving substantial implementation 
pursuant to Rule 14a-8(i)(10), the actions in question must compare favorably with the 
guidelines and essential purpose of the Proposal. The Staff has noted that a determination that a 
company has substantially implemented a proposal depends upon whether a company’s 
particular policies, practices, and procedures compare favorably with the guidelines of the 
proposal. Texaco, Inc. (Mar. 28, 1991). Substantial implementation under Rule 14a-8(i)(10) 
requires a company’s actions to have satisfactorily addressed both the proposal’s guidelines and 
its essential objective. See, e.g., Exelon Corp. (Feb. 26, 2010). Thus, when a company can 
demonstrate that it has already taken actions that meet most of the guidelines of a proposal and 
meet the proposal’s essential purpose, the Staff has concurred that the proposal has been 

                                                             
29 Id. at 2. 
30 Id. 
31 Id. 
32 Id. at 3. 
33 PWC Governance Insights Center, Investors, Corporates, and ESG: Bridging the Gap, 6 (Oct. 2016), 
https://www.pwc.com/us/en/governance-insights-center/publications/assets/investors-corporates-and-esg-bridging-
the-gap.pdf. 
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“substantially implemented.” In the current instance, the Company has substantially fulfilled 
neither the guidelines nor the essential purpose of the Proposal, and therefore the Proposal 
cannot be excluded under Rule (i)(10). 
  
The Proposal requests that the Company “issue a report on sustainability to shareholders 
prepared in consideration of the SASB Multiline and Specialty Retailers & Distributors standard, 
describing the company’s policies, performance, and improvement targets related to material 
sustainability risks and opportunities.” 
 
Although the Company has issued a sustainability report it was not “produced in consideration 
of” the SASB standard, and the content of the Company’s existing patchwork of reporting, even 
though a laudable initial effort toward sustainability reporting, does not substantially implement 
the request. As such, the Company’s actions do not not fulfill either the guidelines or the 
essential purpose of the current proposal. 
 
The Staff has long made clear that in requests for reporting, substantial implementation is 
determined based on the guidelines of the proposal.  
 
Failure to fulfill what are clearly significant issues raised by a proposal renders the proposal non-
excludable under Rule 14a-8(i)(10). In the present instance, the Company’s reporting falls short 
on reporting data on a number of points. 
 
The Staff has previously declined to find substantial implementation in cases where companies 
disclose abundant information without fulfilling the guidelines of the proposal. See, for example, 
Dominion Resources, (avail. February 5, 2013); a proposal sought a report on the risks to the 
company from climate change, and despite providing the company’s entire 2012 Carbon 
Disclosure Project report discussing this information, the Staff still denied the company’s no-
action request under Rule 14a-8(i)(10). See also EOG Resources, Inc. (avail. January 30, 2015). 
There, the proposal sought a review of the company’s efforts to reduce methane emissions. 
Existing disclosures provided an abundance of evidence showing that the company was indeed 
reducing its methane emissions. Despite this, the proponent insisted that the proposal was not 
substantially implemented, as the company had not conducted the review requested (even though 
the company was actually reducing its emissions as the proponent wanted). The Staff agreed 
with the proponent and denied the company’s no action request under Rule 14a-8(i)(10). 
 

Failure to fulfill each of the guidelines of the proposal is a basis for finding that a proposal is not 
excludable under Rule 14a-8(i)(10). For instance, in Dominion Resources, Inc. (February 28, 
2014), the Company sought to omit a shareholder proposal from its proxy materials which 
mandated the creation of a report on the Company’s lobbying contributions and expenditures, 
claiming that its web publications substantially implemented the proposal. Proponents asserted 
that though the Company did provide some information on its policies, procedures and decision-
making process in this regard, these disclosures did not fulfill the guidelines or essential purpose 
of the Proposal because the Proposal’s particular concerns of the Company’s participation in 
trade associations and direct state lobbying were not addressed. See also, Southwestern Energy 
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(March 15, 2011) (political contributions disclosure proposal that sought accounting of direct and 
indirect expenditures was not substantially implemented by disclosure of direct expenditures 
only). 
 

Overall reporting is not consistent with guidance of the Proposal. 

Overall, in many instances in the company’s reporting, the guidance provided in SASB calls for 
quantitative metrics, but the Company’s reporting predominantly provides narrative discussion, 
at best, or in some instances, the topic seems to be addressed merely by boilerplate.  
 
The gap between the disclosure practices requested by the current Proposal and the Company’s 
existing reporting is substantial, because the Company’s existing sustainability reporting has not 
been conducted in consideration of or reflection of the guidance of SASB regarding material 
issues. This significant “delta” between the Company’s existing actions and those requested by 
the proposal renders the issue significant to the Company, and secondly, demonstrates that the 
Company’s current disclosures do not substantially implement the essential objective of the 
Proposal because they do not meet the tests of comparability, nor of materiality. 

 
Staff precedent demonstrates that language both in the whereas clauses and supporting 
statement is relevant to determining the essential purpose and guidelines of a proposal. 
  
The Staff’s interpretation of the essential purpose of the proposal and of the guidelines, includes 
review of both the resolved clause and the whereas clauses and supporting statement. For 
instance, in Lowe’s Companies, Inc. (March 21, 2006), the proposal’s resolved clause requested 
that the Company report its progress toward implementing the company’s wood policy by 
issuing an annual report to shareholders. The whereas clauses and supporting statement provided 
essential context as to the concerns of the proponent featuring elements of Lowe’s long-term goal 
of ensuring that all wood products sold in its stores originate from well-managed non-
endangered forests . . . [including] quantity of FSC certified wood sales, sales of wood products 
from endangered forests, and sales of recycled, engineered and alternative products. The 
Company argued that the Proposal had been substantially implemented because it issued an 
annual Social Responsibility Report addressing the category of information mentioned in the 
resolved clause of the proposal. The proponent pointed out that the language of the whereas 
clauses and supporting statement demonstrated the guidelines and purpose of the proposal, such 
that the company’s reporting, including its Social Responsibility Report, did not fulfill the 
proposal’s intended purpose. The company attempted to claim substantial implementation by 
essentially ignoring the purpose clarified in the supporting statement and whereas clauses. The 
Staff was unable to concur with the company’s view, and did not find substantial 
implementation. 
 
Context of Proposal demonstrates a lack of substantial implementation. 
 
Reading the Proposal’s whereas clauses, certain issues were emphasized, which are relevant to 
interpreting whether the Proposal is substantially implemented. 
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First, the whereas clauses mention that the SASB standards are intended to assist companies in 
disclosing financially material, decision-useful sustainability information to investors by 
identifying a minimum set of sustainability issues most likely to impact the operating 
performance or financial condition of the typical company in an industry, regardless of location. 
Use of the standards is also intended to help investors by encouraging reporting that is 
comparable, consistent, and financially material, thereby enabling better investment and 
voting decisions.  
 
The whereas clauses also review the categories of material sustainability issues recommended by 
SASB for the Multiline and Specialty Retailers & Distributors industry’s material sustainability 
issues as Energy Management in Retail & Distribution; Data Security; Labor Practices; Workforce 
Diversity & Inclusion; and Product Sourcing, Packaging & Marketing.  
 
The whereas clauses go on to identify specific shortcomings on sustainability disclosure of 
concern in the Company’s existing reporting, specifically: 
 

For instance, our company does not disclose how it manages risks 
stemming from its labor practices. The low-average wages in the retail 
industry, which help companies maintain low prices on products, may 
increase labor-related risks. Since customers regularly interact directly with 
employees, companies can face a decrease in market share and revenue 
from negative consumer sentiment due to public disagreement between 
companies and their workers. 
 
Companies can enhance labor productivity and employee engagement by 
taking a long- term approach to managing workers in areas such as 
compensation and workers’ rights. The absence of this information 
challenges investors’ ability to comprehensively evaluate our company’s 
management of sustainability risks and opportunities; 

 
The Company’s disclosure does not fulfill SASB labor practices standard. 
 
As the Company relates, “The SASB R&D Standard requires disclosure of the (i) average hourly 
wage and percentage of in-store employees earning minimum wage, by region, (ii) the voluntary 
and involuntary turnover rate for in-store employees, and (iii) the total amount and nature of 
monetary losses due to legal proceedings associated with labor law violations.” For this standard, 
the Company doesn’t even try to claim compliance. It simply states, “…the Company’s 
disclosures do not provide the SASB R&D Standard’s quantitative metrics for compensation 
and legal proceedings data…” p.15. (Emphasis added). As demonstrated by the Lowe’s 
precedent, the articulation and focus on this issue in the supporting statement of the Resolution 
makes this admission salient to evaluation of a claim of substantial implementation. 
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The Proposal emphasized the importance of reporting on labor issues. Advance store employees 
are the customer-facing aspect of the Company.  Poor margins may tempt a company to underpay 
relative to its competition, which may cause higher employee churn, lower the overall quality of 
the workforce, and increase contention in labor relations. Understanding quantitative wage levels 
and turnover metrics allows investors to anticipate possible negative material impacts on revenue 
growth. 
 
Examples of disclosures touted by the Company on labor issues appear to be in the form of 
boilerplate, rather than providing metrics consistent with SASB. The Company in its 2017 10-K 
Risk Factors notes: 
 

We Depend on the Services of Many Qualified Executives and Other Team 
Members, Whom We May Not Be Able to Attract, Develop and Retain, 
Company states, “Our success depends to a significant extent on the continued 
services and experience of our executives and other Team Members. We may not be 
able to retain our current executives and other key Team Members or attract and 
retain additional qualified executives and Team Members who may be needed in the 
future. We must also continue to motivate employees and keep them focused on our 
strategies and goals. Our ability to maintain an adequate number of executive and 
other qualified Team Members is highly dependent on an attractive and competitive 
compensation and benefits package. In addition, less than one percent of our team 
members are represented by unions. If these team members were to engage in a 
strike, work stoppage, or other slowdown, or if the terms and conditions in labor 
agreements were renegotiated, we could experience a disruption in our operations 
and higher ongoing labor costs. If we fail or are unable to maintain competitive 
compensation, our customer service and execution levels could suffer by reason of a 
declining quality of our workforce, which could adversely affect our business, 
financial condition, results of operations and cash flows.” 

 
Other than the statement that less than 1% of their workforce is unionized, this is boilerplate. “If 
we fail or are unable to maintain competitive compensation, our customer service and execution 
levels could suffer by reason of a declining quality of our workforce, which could adversely 
affect our business, financial condition, results of operations and cash flows” is flagged as a 
material risk.  
 
The SASB standard references this material risk: “The low average wages in the industry, which 
help companies maintain low prices on products, may increase these labor-related risks. Since 
customers regularly interact directly with employees, companies can face a decrease in market 
share and revenue from negative consumer sentiment due to public disagreement between 
companies and their workers.”  
 
Moreover, there is reason to believe that these issues could be material for the Company. For 
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instance, on indeed.com34 there is an assessment and survey of Advance Auto Parts employees, 
which the site says is based on 3,068 ratings. Only 44% of respondents said felt they were fairly 
paid according to the website: 
 
 

 
Figure 1 From Indeed.com 

 
 
The SASB metrics seem highly relevant to allow investor assessment of these labor issues, and 
the omission of those statistics, by themselves, renders the proposal not substantially 
implemented. 
 
The Company’s energy management disclosures are SASB non-compliant. 
 
The Company’s no-action request states that, “The Company’s 2018 Report complies in material 
respects with the SASB R&D Standard’s reporting obligations for Energy Management, by 
disclosing environmental information relevant to the Company’s long-term value and risk 
profile.  
 
The SASB R&D Standard recommends that a company to report various energy metrics, namely:  

(i) its total energy consumed,  
(ii) the percentage of energy consumed from grid electricity, and  
(iii) the percentage of energy consumed from renewable energy. 

 
This information is relevant to Advance Auto Parts as a less profitable company than its two 
main competitors, Autozone and O’Reilly Auto Parts. Advance’s pre-tax margin is less than half 
of its competitors.35  Since Advance has fewer financial resources, the proponent believes it must 

                                                             
34 The website notes that “Indeed is the #1 job site in the world with over 250 million unique visitors every month.” 
https://www.indeed.com/about https://www.indeed.com/cmp/Advance-Auto-Parts/ 
35 This information covers FY 2014-2018 and comes from the 10-K’s of each of the three firms. For O’Reilly and 
Autozone, 2018 10-K, Item 6: Selected financial data. For Advance, 10-K Income Statements for relevant years. I 
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be very careful in its expense control or it could be driven out of the market. Increasing concern 
over the risks of climate change may foster new regulatory responses that will raise the cost of 
energy for companies that are reliant on fossil-fuel energy sources. Auto parts retailers that are 
able to minimize this expense by switching to renewable energy sources will increase their 
margins relative to companies who cannot. 
 
In its 2018 Report, the Company discusses absolute and relative data for 2017 on its carbon 
emissions in the United States and Canada, where the substantial majority of its brick-and-mortar 
stores are located. Additionally, the 2018 Report identifies the amount of energy produced by 
solar power, which investors may review against the Company’s total carbon emissions for a 
benchmark of its overall use of renewable energy. In the vein of the SASB R&D Standard, the 
Company then explains the longer-term relevance of this renewable energy data to investors by 
citing the carbon offset over a 15-year period.”36  
 
The statement that “The Company’s 2018 Report complies in material respects with the SASB 
R&D Standard’s reporting obligations for Energy Management” is false. The Company’s 
disclosure provides no information about total energy consumption. Therefore “(i) total energy 
consumed, (ii) the percentage of energy consumed from grid electricity and (iii) the percentage 
of energy consumed from renewable energy” cannot be calculated. The Company’s assertion that 
carbon emissions can represent energy consumption is untrue and misleading. Wind energy 
consumption produces no carbon emissions, while coal-derived energy produces significant 
carbon emissions. Carbon emissions can be derived from the Company’s truck fleet as well as its 
purchase of electricity. There is no direct connection between the level of emissions and the level 
of energy consumption; investors seeking to track period-to-period improvement in energy 
usage, or comparable data on energy usage by other companies in this sector, will be hard-
pressed to use the data provided by the Company to assess these material energy issues identified 
by SASB.  
 
Staff precedent indicates, time and again, that responsiveness to the details of a proposal is 
central to a finding of substantial implementation. For instance, in Chesapeake Company (April 
13, 2010), Chesapeake asserted that its web publications constituted “substantial 
implementation” of a proposal on natural gas extraction. However, the proponents argued that 
the proposal could not be substantially implemented if the company failed to address core issues 
raised in the proposal. In particular, the proposal’s supporting statement detailed policies the 
proponents believed should be explored by the report, such as using less toxic fracturing fluids, 
recycling or reusing waste fluids, and other structural or procedural strategies to reduce 
fracturing hazards. The SEC Staff concluded that despite a volume of writing by the company on 
hydraulic fracturing on its website, the proposal was not substantially implemented. The same 
failing exists in the present circumstance – there is some disclosure on the general topic of the 
proposal, but not enough to meet the guidelines of the Proposal. 
  
In summation, the Company’s disclosures are predominantly qualitative, non-comparable 
                                                             
divided “Income before Income Taxes” by “Net sales. 
36 Advance Auto Parts, Sustainability Report, 2018, page 19. 
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discussions that are not decision-useful, and occasional metrics that are not only non-
comparable, and not decision-useful, but don’t even address the requests of the resolution. The 
Company thus cannot claim to have substantially implemented the resolution calling for material 
sustainability disclosure consistent with the guidelines of the Proposal. For the foregoing 
reasons, the Company has failed to substantially implement the Proposal and the Proposal may 
not be excluded on the grounds of Rule 14a-8(i)(10).  
 

CONCLUSION 
 
Accordingly, we urge the Staff to deny the Company’s no action request. 
 
Sincerely, 
 
 
Sanford Lewis 
 
cc: Dov Gottlieb 



AMERICAS 98094012 

February 4, 2019  

VIA E-MAIL (shareholderproposals@sec.gov) 

Office of Chief Counsel 
Division of Corporation Finance 
U.S. Securities and Exchange Commission 
100 F Street, NE 
Washington, DC 20549 

Re: Advance Auto Parts, Inc. - Omission of Shareholder Proposal Submitted by As You Sow 

Ladies and Gentlemen: 

On behalf of our client, Advance Auto Parts, Inc., a Delaware corporation (the “Company”), we 
hereby respectfully request confirmation that the staff (the “Staff”) of the Division of 
Corporation Finance of the U.S. Securities and Exchange Commission (the “Commission” or 
the “SEC”) will not recommend enforcement action to the Commission if, in reliance on Rule 
14a-8 under the Securities Exchange Act of 1934, as amended (“Rule 14a-8”), the Company 
omits from its proxy statement and form of proxy for the 2019 annual meeting of its shareholders 
(the “2019 Proxy Materials”) the shareholder proposal and supporting statement attached hereto 
as Exhibit A (the “Proposal”) submitted by As You Sow (the “Proponent”) for inclusion in the 
2019 Proxy Materials, which was dated as of December 17, 2018 and received by the Company 
on the same day via email. Copies of other correspondence with the Proponent regarding the 
Proposal are attached hereto as Exhibit B. The Company has not received any other 
correspondence relating to the Proposal. 

In accordance with Rule 14a-8(j), we are: 

• submitting this letter not later than 80 days prior to the date on which the Company
intends to file definitive 2019 Proxy Materials; and

• simultaneously providing a copy of this letter and its exhibits to the Proponent, thereby
notifying the Proponent of the Company’s intention to exclude the Proposal from its
2019 Proxy Materials.

Pursuant to Staff Legal Bulletin No. 14D (“SLAB 14D”), we are submitting this request for no-
action relief under Rule 14a-8 by use of the Commission email address, 
shareholderproposals@sec.gov (in lieu of providing six additional copies of this letter pursuant 
to Rule 14a-8(j)), and the undersigned has included his name and telephone number both in this 
letter and the cover email accompanying this letter. 

Rule 14a-8(k) and SLAB 14D provide that shareholder proponents are required to send 
companies a copy of any correspondence that the proponents elect to submit to the Commission 
or the Staff. Accordingly, the Company is taking this opportunity to inform the Proponent that 
if the Proponent elects to submit additional correspondence to the Commission or the Staff with 
respect to the Proposal, a copy of that correspondence should concurrently be furnished to the 
undersigned on behalf of the Company pursuant to Rule 14a-8(k) and SLAB 14D. 

WHITE o. CASE 

White & Case LLP 

1221 Avenue of the Americas 
New York, NY 10020-1095 
T +1 212 819 8200 

whitecase.com 
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Proposal 
 
On December 17, 2018, the Company received the Proposal from the Proponent. The Proposal states, in relevant part: 
 

“Whereas: The Sustainability Accounting Standards Board (SASB) has established industry-specific 
standards that assist companies in disclosing financially material, decision-useful sustainability information 
to investors;  

 
SASB standards are designed to identify a minimum set of sustainability issues most likely to impact the 
operating performance or financial condition of the typical company in an industry, regardless of location;  

 
Businesses can use SASB standards to better identify, manage, and communicate to investors sustainability 
information that is financially material. Use of the standards can benefit businesses by improving 
transparency, risk management, and performance. SASB standards can help investors by encouraging 
reporting that is comparable, consistent, and financially material, thereby enabling better investment and 
voting decisions; 
 
Failure to adequately manage and disclose performance on material sustainability factors can pose significant 
regulatory, legal, reputational, and financial risk to a company and its shareholders; 
 
Investors support disclosure in accordance with SASB standards: The SASB Investor Advisory Group, 32 
global asset owners and asset managers (including six of the world’s ten largest investment advisers) 
“[b]elieve SASB’s approach—which is industry-specific and materiality-focused—will help provide 
investors with relevant and decision-useful information,” and “[b]elieve that SASB standards can inform 
integration of sustainability factors into investment and/or stewardship processes, such as corporate 
engagement and proxy voting.” (citing by footnote https://www.sasb.org/investor-use/supporters/.) Members 
of the SASB Investor Advisory Group and SASB Alliance, “a growing movement of organizations that 
believe standardized, industry-specific, and materiality-based standards help companies and investors adapt 
to the market’s expectations,” comprise among others pension funds of six states; (citing by footnote 
https://www.sasb.org/alliance-membership/organizational-members/.) 
 
SASB identifies the Multiline and Specialty Retailers & Distributors industry’s material sustainability issues 
as Energy Management in Retail & Distribution; Data Security; Labor Practices; Workforce Diversity & 
Inclusion; and Product Sourcing, Packaging & Marketing. Presently, our company provides insufficient 
disclosure on these issues. For instance, our company does not disclose how it manages risks stemming from 
its labor practices. The low-average wages in the retail industry, which help companies maintain low prices 
on products, may increase labor-related risks. Since customers regularly interact directly with employees, 
companies can face a decrease in market share and revenue from negative consumer sentiment due to public 
disagreement between companies and their workers. 
 
Companies can enhance labor productivity and employee engagement by taking a long- term approach to 
managing workers in areas such as compensation and workers’ rights. The absence of this information 
challenges investors’ ability to comprehensively evaluate our company’s management of sustainability risks 
and opportunities; 
 
Therefore, be it resolved: Shareholders request that the Board of Directors issue a report on sustainability to 
shareholders by 180 days after the 2019 Annual Meeting, at reasonable expense and excluding confidential 
information, prepared in consideration of the SASB Multiline and Specialty Retailers & Distributors 
standard, describing the company’s policies, performance, and improvement targets related to material 
sustainability risks and opportunities.” 

 
A complete copy of the Proposal is attached hereto as Exhibit A. We are supplementally providing to the Staff the 
Company’s Corporate Sustainability and Social Report 2018 (the “2018 Report”) and other relevant public 
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disclosures of the Company, including the annual report for fiscal year 2017 (the “2017 ARS”), the annual report for 
fiscal year 2016 (the “2016 ARS”) and the 2018 proxy statement (the “2018 Proxy Statement”), all attached hereto 
as Exhibit C, as well the October 2018 SASB Multiline and Specialty Retailers & Distributors standard (the “SASB 
R&D Standard”), attached hereto as Exhibit D. To facilitate the Staff’s review of the disclosures in Exhibit C, we 
(i) have cited in the body of this letter the relevant pages of each of the 2018 Report, the 2017 ARS, the 2016 ARS 
and the 2018 Proxy Statement and (ii) have highlighted the key text of each cited page in the 2017 ARS, the 2016 
ARS and the 2018 Proxy Statement. 
 
Bases for Exclusion  
 
On behalf of the Company, we respectfully request that the Staff concur in the Company’s view that it may exclude 
the Proposal from its 2019 Proxy Materials pursuant to: 
 

 Rule 14a-8(i)(7), as the Proposal relates to the Company’s ordinary business operations; and 
 

 Rule 14a-8(i)(10), as the Company has substantially implemented the Proposal. 
 

Analysis 
 

A. The Proposal May Be Excluded in Reliance on Rule 14a-8(i)(7), as the Proposal Relates to the Company’s 
Ordinary Business Operations by Seeking to Micro-Manage the Company on Complex Matters.  

 
i. A Proposal May Be Excluded if It Involves Matters Relating to a Company’s Ordinary Business 

Operations. 
 
Pursuant to Rule 14a-8(i)(7), a proposal is excludable if it “deals with a matter relating to the company’s ordinary 
business operations.” In 1998, when the Commission adopted amendments to Rule 14a-8, the Commission explained 
that two central considerations determine whether a proposal is excludable under Rule 14a-8(i)(7). The first 
consideration relates to when a proposal concerns tasks “so fundamental to management’s ability to run a company 
on a day-to-day basis that they could not, as a practical matter, be subject to direct shareholder oversight.” The second 
consideration relates to “the degree to which the proposal seeks to ‘micro-manage’ the company by probing too deeply 
into matters of a complex nature upon which shareholders, as a group, would not be in a position to make an informed 
judgment.” See SEC Release No. 34-40018 (May 21, 1998) (the “1998 Release”). In the 1998 Release, the 
Commission also explained that the second consideration may come into play in a number of circumstances, “such as 
where the proposal involves intricate detail, or seeks to impose specific time-frames or methods for implementing 
complex policies.” See PayPal Holdings, Inc. (Mar. 6, 2018). 
 
In Staff Legal Bulletin No. 14E (Oct. 27, 2009), the Staff explained that in the context of social issues, proposals 
would generally not be excludable in those cases in which a proposal’s underlying subject matter “transcends the day-
to-day business matters of the company and raises policy issues so significant that it would be appropriate for a 
shareholder vote.” In Staff Legal Bulletin No. 14I (Nov. 1, 2017) (“SLAB 14I”), the Staff further explained that a 
company’s board of directors is “well situated to analyze, determine and explain whether a particular issue is 
sufficiently significant because the matter transcends ordinary business and would be appropriate for a shareholder 
vote.” Staff Legal Bulletin No. 14J (Oct. 23, 2018) (“SLAB 14J”) re-emphasized the Staff’s position set forth in Staff 
Legal Bulletin No. 14I “that a well-developed discussion of the board’s analysis of whether the particular policy issue 
raised by the proposal is otherwise significantly related to the company’s business … or is sufficiently significant in 
relation to the company … can assist the staff in evaluating a company’s no-action request….” SLAB 14J offered 
additional guidance on the types of board analyses that might be more useful to the Staff in evaluating, among other 
things, whether a proposal seeks to micro-manage the company by probing too deeply into matters of a complex 
nature, upon which shareholders, as a group, would not be in a position to make an informed judgment. These may 
include, among others, (i) the extent to which the proposal relates to the company’s core business activities, (ii) the 
extent of shareholder engagement on the issue, (iii) whether anyone other than the proponent has requested the type 
of information sought by the proposal, and (iv) whether the company has already addressed the issue in some manner, 
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including “the delta … between the proposal’s specific request and the actions the company has taken, and an analysis 
of whether the delta presents a significant policy issue for the company.”  
 
The Commission has frequently allowed exclusion of proposals touching on significant policy issues where the 
proposals sought to micro-manage the company by specifying in detail the means by which the company should 
address the policy issue. See, e.g., Deere & Company (Dec. 27, 2017) (allowing the exclusion of a proposal requesting 
that the company “prepare a report … that evaluates the potential for the [c]ompany … to achieve ‘net zero’ emissions 
of greenhouse gases by fixed future target date”) (“Deere”); EOG Resources, Inc. (Feb. 26, 2018) (allowing the 
exclusion of a proposal requesting that the “company adopt company-wide, quantitative, time-bound targets for 
reducing greenhouse gas (“GHG”) emissions and issue a report … discussing its plans and progress towards achieving 
these targets”); PayPal Holdings, Inc. (Mar. 6, 2018) (allowing the exclusion of a proposal requesting that the 
company “prepare a report to shareholders that evaluates the feasibility of the [c]ompany achieving by 2030 ‘net-zero’ 
GHG emissions from parts of the business directly owned and operated by the [c]ompany….”); and Apple, Inc. (Dec. 
5, 2016) (allowing exclusion of a proposal to report within one year on a plan to reach ‘net-zero’ GHG emissions by 
2030).   
 

ii. As Evaluated by the Nominating and Corporate Governance Committee, the Proposal Micro-manages 
the Company by Probing Too Deeply into Matters of Complex Nature on Which Shareholders, as a 
Group, Would Not Be in a Position to Make an Informed Decision. 
 

In light of SLABs 14I and 14J, the nominating and corporate governance committee (the “Committee”) of the 
Company’s board of directors (the “Board”) considered and analyzed the Proposal’s significance in relation to the 
Company. In a telephonic meeting held in January 2019, the Committee reviewed with input from management (i) the 
Company’s ongoing sustainability policy and reporting initiatives, and the magnitude of the operational and financial 
impact of implementing the Proposal, (ii) the Company’s history of shareholder engagement on sustainability issues, 
(iii) the discrepancies between the actions requested by the Proposal and the actions taken by the Company, and (iv) 
whether those discrepancies represent a significant policy issue. The Committee was already knowledgeable about the 
Company’s sustainability policy and reporting programs, due to its ongoing oversight of those issues through the 
Company’s environmental, social, and governance committee (the “ESG Committee”) and its discussions in prior 
Committee meetings. Based on its analysis, the Committee concluded as follows: the Proposal micro-manages the 
Company by (i) probing too deeply into complex matters, which require an understanding of the intricacies of 
managing the Company’s day-to-day business operations, and (ii) asking the Company to adopt specific 
implementation methods for sustainability reporting, which run counter to the ongoing plan for sustainability reporting 
carefully devised by management over the past three years based on shareholder outreach and a review of business 
priorities. As a result, the Committee intends to recommend to the Board that the Proposal be excluded from the 2019 
Proxy Materials under Rule 14a-8(i)(7). 
 

a. Given the Company’s Highly-Developed and Resource-Heavy Plans for Sustainability Reporting and 
the Impact of Adopting the Proposal on Those Plans, the Proposal Seeks to Micro-manage the Allocation 
of Corporate Resources.  

In evaluating whether the Proposal micro-manages the Company, the Committee considered the historical and ongoing 
steps taken by the Company as part of its overall sustainability reporting and policy initiatives. The Committee found 
that these required management to exercise its business judgment in making decisions on matters not appropriate for 
shareholder oversight, such as the hiring and training of a qualified workforce to work on sustainability reports, the 
collection and allocation of the necessary resources and expenses, and the development of adequate controls and 
procedures to track accurately the major components of the reports. The Committee also took into account the 
Company’s considerable ongoing investment of time and money in its sustainability initiatives. In the Committee’s 
judgment, a readjustment to these policies and procedures to meet the concerns of one shareholder might even interfere 
to such a level that it could amount to a waste of corporate resources, impacting enterprise value and ultimately 
shareholders’ equity.   
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In 2016, the Company underwent key leadership changes at the Board and management levels, which led to the rollout 
of a strategic five-year plan consisting of, among other things, an increased emphasis on safety, culture, and 
inclusion/diversity.1 Throughout 2016 and 2017, the Company expanded its social sustainability initiatives, including 
the formation of nine diversity-focused affinity groups (known as “team member networks”) for employees of all 
levels, the increased hiring and promotion of women and minorities, creation of incentive programs for store and field-
level employees, and the development of six Cultural Beliefs embodying the ideals of the organization (“Speak up,” 
“Be Accountable,” “Take Action,” “Grow Talent,” “Move Forward,” and “Champion Inclusion”).2 In 2017, the 
Company widened the focus of its strategic plan to encompass environmental sustainability initiatives, such as greater 
recycling of lead acid batteries and motor oil, the use of high-efficiency heating and lighting systems, and the 
employment of other energy management solutions.3 The Chief Executive Officer’s letter to shareholders in the 2017 
ARS highlights the importance of these programs to the Company.4  
 
In support of its five-year strategic plan on sustainability objectives and processes, since 2017, the Company has 
continued to build out its culture and diversity/inclusion function, its environmental, health, and safety (“EHS”) 
function, and its risk function at each of the corporate, retail, and supply chain levels. In particular, the Company 
created and staffed dedicated management positions in social and environmental sustainability, such as a vice president 
of EHS, Risk, & Sustainability, a vice president of Talent, Inclusion, & Diversity, a director of Environmental & 
Sustainability, a director of EHS Programs, Culture, & Governance, and a director of Inclusion & Diversity. In 
addition, the Company hired at the corporate level additional employees to work on EHS and sustainability issues, 
claims management, and workplace strategies, staffed field EHS leaders to concentrate on workplace safety and 
environmental matters at the retail and supply chain levels, and restructured its risk management and human resources 
function to reassign accountability in those areas. In the first quarter of 2018, under the direction of the Committee, 
the Company also formed the ESG Committee, which is led by the Company’s General Counsel and Corporate 
Secretary and composed of other executives and employees.  
 
To supplement its substantial internal efforts, the Company has also engaged a third-party consulting firm to construct 
the Company’s evolving environmental management resource system. This system, in place since August 2018, has 
required extensive integration with several key business systems and service providers. Additionally, the Company 
has hired a utility and energy data aggregator to map out Scope 2 GHG carbon emissions data at the Company’s more 
than 5,000 physical locations. The Company is currently working with this aggregator to map Scope 1 GHG carbon 
emissions data from its fleet of approximately 15,000 vehicles and its third-party delivery services. Beginning in 2017, 
the Company also created EHS scorecards and metrics through its organization to track its progress on sustainability 
measures.  
  
Following the ramp-up of the Company’s sustainability work, the Company received a shareholder proposal from the 
Comptroller of the State of New York in November 2017 (the “2017 Proposal”). The 2017 Proposal requested that, 
by December 2018, the Company issue a sustainability report describing the Company’s analysis of, and short-and 
long-term responses to, the environmental, social, and governance (“ESG”)-related issues most important to the 
Company. The 2017 Proposal coincided with the Company’s overall focus on social and environmental sustainability 
goals and aligned with its plan to continue developing internal controls over this area. As a result of the proposing 
shareholder’s and the Company’s mutual agreement, the proposing shareholder withdrew the 2017 Proposal based on 
the Company’s undertaking to issue the sustainability report. In December 2018, the Company published its inaugural 
Corporate Sustainability and Social Report, or the “2018 Report,” providing an overview of the Company’s 2017 and 
2018 performance and plans for 2019 and beyond.   
 
The current Proposal asks the Company to prepare a report “in consideration of” the SASB R&D Standard within 180 
days from the 2019 annual meeting, suggesting a particular implementation method for sustainability reporting on a 
particular timeline. The sheer volume of work and expense in achieving the ESG components of the Company’s five-

                                                 
1 2016 ARS, Introduction; 2017 ARS, Introduction; 2018 Report.    
2 2016 ARS, Introduction; 2017 ARS, Introduction.   
3 2017 ARS, Introduction.    
4 2017 ARS, Introduction.   
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year strategic plan, including, among a plethora of other initiatives, the preparation of the 2018 Report, underscores 
how the Proposal micro-manages the Company in its resource allocation decisions. The 2018 Report took 
approximately one year to create and involved extensive input and coordination from varied internal functions. Over 
the course of 2018, the ESG Committee solicited and received useful feedback both before and after the release of the 
2018 Report from key stakeholders, the Committee itself, shareholders and business partners. As acknowledged by 
the Committee in its oversight of the ESG Committee, members of the ESG Committee dedicated on average 
approximately ten percent of their working time in the last four to six months of 2018 to ESG policy and reporting 
measures, such as the preparation of the 2018 Report.  
 
In line with its current sustainability strategic reporting direction, the Company anticipates investing considerable 
resources over the next few years in developing its environmental management resource system. The Company 
estimates that it has already spent at least $1 million in the past year’s steps to enhance its sustainability focus, 
including the costs incurred in the preparation and review of the 2018 Report and investment in a new information 
technology system to collect environmental, safety, and other sustainability data. The creation of the 2018 Report also 
required extensive effort from the Company’s internal communications and marketing teams. In addition to these fixed 
costs, since 2016, the Company has incurred substantial expenses in and dedicated senior management time to 
hiring/promoting and training employees for its EHS, culture and diversity/inclusion, and risk functions. The 
Company deployed considerable resources selecting and collaborating with its utility and energy data aggregator and 
its third-party consulting firm on the environmental management resource system. In sum, the Committee concluded 
that the Proposal would interfere with the Company’s ordinary business operations by dictating management’s 
fundamental determinations of how to manage its sustainability reporting expenses and by distracting management 
from its long-term plan on ESG matters without proper strategic deliberation and resource planning.  
 

b. Lessons Learned from the Company’s Shareholder Engagement Efforts Best Position Management to 
Determine and Carry Out Strategic ESG Priorities That Are Important to Shareholders.  

 
The Committee also took note of management’s significant engagement with its shareholders on ESG concerns. The 
absence of SASB adoption among those concerns, and the Company’s need to address other more prominent concerns 
identified by shareholders, led the Committee to find that management is best-positioned to navigate strategic ESG 
priorities and that the Proposal, by focusing on SASB, was entangled in an area too complex for one shareholder to 
dictate.  

The Company canvasses its shareholder base on various topics, including, among other things, ESG matters, as part 
of its annual shareholder governance outreach. In 2017, management spoke with shareholders representing more than 
20% of shares outstanding.5 Most recently, in 2018, management’s engagement efforts resulted in calls with investors 
representing approximately 25% of all shares outstanding. As management explained to the Committee, while the 
Company received positive shareholder feedback on the 2018 Report and the Company’s increased focus on 
environmental and social sustainability issues, many of the shareholders reiterated that their focus was on matters 
materially impacting the Company’s long-term business and financial performance, rather than on disclosure of third 
party-developed ratings for sustainability and corporate reporting. The Committee also recognized that during this 
active shareholder engagement, shareholders did not raise as an issue the adoption of the SASB standard as part of the 
Company’s sustainability reporting. The Committee noted that the shareholders’ key areas of interest were instead the 
following: alignment of ESG actions with business and investor strategies to focus on return to shareholders; board 
oversight of sustainability and social issues; executive-compensation-related questions; energy management; board 
composition, including diversity and succession planning; the Company’s ability to attract and retain human capital; 
and cybersecurity. The Committee thus determined that the Proposal’s strong recommendation for the use of one 
disclosure standard was overreaching into day-to-day management operations and not in line with the significant 
policy matters raised by other shareholders.  
 
 

                                                 
5 2018 Proxy Statement, p. iii.  
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c. The 2018 Report Shows the Company’s Commitment to Conducting Business Consistent with its 
Industry, Market Standards and Strategic Business Plan, and the Adoption of the Current Proposal 
Would Impose an Arbitrary Reporting Standard on Management That Does Not Amount to a Significant 
Policy Issue.  

 
Based on a review of the various sustainability reporting standards available to management, the Committee found 
that the 2018 Report demonstrates the Company’s ongoing commitment to conducting its business in an ESG-
responsible manner, in the context of the Company’s business, industry, and market participants, rather than according 
to an arbitrary standard thrust upon the Company from the Proponent at the expense of management’s own judgment. 
In the Committee’s view, understanding and selecting standards appropriate to the realities of the Company’s business 
represents a matter of complex nature upon which shareholders, as a group, would not be in a position to make an 
informed judgment.  
 
The Proposal imposes a requirement that the report be prepared “in consideration of the SASB Multiline and Specialty 
Retailers & Distributors standard,” “describing the company’s policies, performance and improvement targets related 
to material sustainability risks and opportunities.” Members of the internal ESG Committee present at the recent 
Committee meeting explained to the Committee that the Company has, based on a review of its business, industry, 
and the myriad ESG reporting and scoring standards, determined not to focus on adopting SASB at this time, but 
instead on the Company’s Institutional Shareholder Services (“ISS”) disclosures, its Bloomberg, ISS, and 
Sustainalytics scores, and carbon emissions disclosures. Management is also focused on meeting sustainability goals 
for 2019 and determining future goals to report in the 2019 sustainability report. The Committee pointed out that the 
ESG and sustainability space is full of rating agencies, surveys standards, initiatives, and certifications, such as 
ecovadis, the Carbon Disclosure Project, ISS, the Dow Jones Sustainability Indexes, Green Rankings, the Transition 
Pathway Initiative, and the Global Reporting Initiative. To determine its current reporting priorities in this area, the 
Company benchmarked its peers through its National Association of Environmental, Health & Safety, and 
Sustainability Professionals and Retail Industry Leadership Association memberships for their reporting practices and 
ESG disclosure scores. The Company also researched the companies listed in its peer group in its most recent proxy 
statement to find that two-thirds of them have not posted sustainability reports on their website, and that the remaining 
one-third do not reference SASB. Additionally, as management explained to the Committee, the Company’s current 
strategic goals focus on matters such as safety, health and carbon emissions and do not align one-for-one with all of 
the disclosure topics covered by the SASB R&D Standard.   
 
The Committee also acknowledged that SASB’s “Sustainability Disclosure Topics & Accounting Metrics” dictate 
specific quantifiable disclosure of (i) Energy Management in Retail & Distribution; (ii) Data Security; (iii) Workforce 
Diversity & Inclusion; (iv) Product Sourcing, Packaging & Marketing; and (v) Labor Practices. The Committee noted 
that implementing the Proposal would require the Company’s management to prioritize the SASB standard over other 
metrics and certifications at the expense of management’s own judgment as to which standard would be most 
meaningful to the Company and its stakeholders. The Committee emphasized the importance of continuing to assess 
thoroughly the different metrics available to the Company for sustainability reporting and understand how the selected 
metrics would allow for comparability of such reporting in helping investors making better informed investment 
decisions.     

Based on all of the foregoing information, the Committee has concluded that the 2018 Report adequately addresses 
the Company’s current sustainability programs and goals, which the Company will continue to enhance based on 
ongoing feedback from its stakeholders. In the Committee’s view, although ESG and sustainability represent 
significant policy matters for the Company, the delta between the 2018 Report and the Proposal—the implementation 
of SASB, or the highly technical means by which the data is presented—is not a significant policy issue. The 
Committee has further determined and plans to recommend to the Board, that the Proposal micromanages the 
Company by probing too deeply into matters of complex nature and asking for specific methods for implementation 
of complex policies, and therefore may be excluded under Rule 14a-8(i)(7). 
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ii. The Proposal Seeks to Micro-manage the Company in Ways the Commission Has Previously 

Recognized as Grounds for Exclusion in its No-Action Letters.  
 

The Committee’s analysis of micro-management is consistent with Commission precedent on what constitutes 
excludable interference by shareholders in ordinary business operations. The Company should, consistent with the 
facts of past no-action letters, be permitted to omit the Proposal from its 2019 Proxy Materials.  
 

a. The Proposal Imposes a Specific Timeframe to Adopt Specified Metrics. 
 

The Proposal looks to micromanage the Company by imposing a specific timeframe for issuing a sustainability report 
prepared “in consideration of” the SASB standard. The Proposal requests that the Company “issue a report to 
shareholders by 180 days after the 2019 Annual meeting...,” which would require management to issue a report by 
November 2019. This resembles proposals that the Staff has allowed registrants to exclude on Rule 14a-8(i)(7) 
grounds, to the extent that the proposals’ timelines were seen as interfering with ordinary business operations. See 
Deere (permitting exclusion of a proposal that requested a report evaluating the potential for the company to 
voluntarily address its role in climate change by achieving “net-zero” GHG emissions by the end of the second year 
after the shareholder meeting); Apple Inc. (Dec. 5, 2016) (allowing exclusion of a proposal to issue a report within 
one year on the company’s plan to reach “net-zero” GHG emissions by 2030); and The Allstate Corporation (Mar. 
20, 2015) (allowing exclusion of a proposal to issue a report on civil rights risks in the use of big data within five 
months). As in the Deere., Apple Inc. and The Allstate Corporation letters, the report requested by the Proposal would 
require continued involvement and input of numerous teams and management from each aspect of the business, as 
well as third-party experts and specialists, and the coordination and synthesis of that input would require considerable 
time and resources in an area where the Company has already devised a complex plan. By specifying an arbitrary 
deadline within the same year as potential shareholder approval of the Proposal, the Proposal, like that in Apple Inc. 
and Deere, transfers responsibility for prioritization of the Company’s objectives and allocation of the Company’s 
time and resources during 2019 from the Board and management to the shareholders, inapposite to the principles 
underlying the Rule 14a-8(i)(7) grounds for exclusion. 
 

b. The Proposal Focuses on the Company’s Management of its Own Expenses. 
 
As recognized by the Committee, the Proposal relates to the Company’s handling of expenses on ESG reporting in 
contravention of the Company’s five-year plan, which is an ordinary business matter. The Staff has repeatedly 
permitted the exclusion under Rule 14a-8(i)(7) of proposals asking a company to re-strategize its management of 
expenses. For instance, in Apple Inc. (Dec. 5, 2014), the Staff agreed that the company possessed a basis to exclude a 
proposal requesting an estimate of “the total investment in … renewable sources of electricity … and the projected 
costs over the life of the renewable sources,” because “the proposal relate[d] to the manner in which the Company 
manages its expenses.” See also Amazon.com Inc. (Apr. 10, 2018) (concurring with the exclusion of a proposal 
requesting a report on company-wide efforts to assess, reduce, and optimally manage food waste, which the company 
stated would interfere with routine business questions of inventory management); and Gilead Sciences Inc.  (Feb. 15, 
2018) (allowing the company to omit a proposal asking for a report on company goals to increase energy efficiency 
and use of renewable energy, which, according to the company, related to its management of expenses). The 
Committee’s analysis above explains in depth why, in the context of the Company’s investment in and its building of 
structures to advance ESG policy and reporting, the Proposal intervenes in ordinary business matters of allocating 
expenses. Thus, the Staff should permit exclusion of the Proposal on Rule 14a-8(i)(7) grounds.  
 

c. The Proposal Addresses the Use of a Financial Reporting and/or Accounting Standard. 
 
The Proposal seeks to determine the financial reporting and/or accounting system the Company should use in its 
sustainability reporting. The Staff has consistently agreed that decisions regarding the form of financial reporting 
and/or accounting included in corporate reports constitute ordinary business of the Company. See The Goldman Sachs 
Group, Inc. (Jan. 23, 2017) (concurring with the exclusion of a proposal calling for a statement of significant audiences 
and materiality with respect to the company’s public filings); General Electric Company (Feb. 10, 2000) (concurring 
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with the exclusion of a proposal that asked the company to discontinue an accounting technique); and Conseco, Inc. 
(Jan. 31, 2000) (concurring with the exclusion of a proposal asking the board to ensure that accounting methods and 
financial statements adequately reflected risks of subprime lending). This logic has also extended in no-action letters 
to sustainability disclosure proposals. For instance, the Staff recently concurred with the exclusion of a proposal asking 
a company to report on the possibility of achieving “net-zero” GHG emissions, which the company described as an 
attempt to micro-manage, among other things, “the metrics by which the Company assesses its role in climate change.” 
See Deere. As outlined in the Committee analysis above, SASB represents one out of many available systems of 
financial reporting and accounting in the area of ESG reporting. Although the Proposal only asks that the Company 
issue a report “in consideration of SASB,” its strong recommendation to use SASB invokes the proposals in The 
Goldman Sachs Group, Inc., General Electric Company and Conseco, Inc. letters, which were excludable insofar as 
they addressed accounting policies. For this reason and the other reasons outlined above, the Staff should conclude 
that the Company may omit the Proposal under Rule 14a-8(i)(7).  

 
B. The Proposal May Be Excluded in Reliance on Rule 14a-8(i)(10), as the Company Has Substantially 

Implemented the Proposal via the Publication of its 2018 Report and Other Relevant Disclosures.  
 

i. A Proposal May Be Excluded if the Company’s Existing Policies, Procedures or Disclosures 
Substantially Implement the Guidelines of the Proposal. 
 

Pursuant to Rule 14a-8(i)(10), a company may exclude a shareholder proposal if the company has already substantially 
implemented the proposal. The Staff has stated that “substantial” implementation under the rule does not require 
implementation in full or exactly as presented by the proponent. See 1998 Release (n. 30). Rather, a company will 
have substantially implemented a shareholder proposal if the company’s “particular policies, practices and procedures 
compare favorably with the guidelines of the proposal.” Texaco, Inc. (Mar. 28, 1991). In fact, while the rule was 
originally interpreted to allow exclusion of a shareholder proposal only when the proposal was “fully effected” by the 
company, the Commission has revised its approach to the exclusion over time to allow for exclusion of proposals that 
have been “substantially implemented.” See SEC Release No. 34-19135 (Oct. 14, 1982); SEC Release No. 34-20091 
(Aug. 16, 1983); and 1998 Release.    
 
To permit exclusion of a proposal on the grounds that a company’s policies “compare favorably” with the proposal’s 
guidelines, Rule 14a-8(i)(10) does not require a company to implement every detail of a proposal or to implement a 
proposal in exactly the same manner set forth by the proponent. Rather, the Staff has permitted the exclusion of 
shareholder proposals under Rule 14a-8(i)(10) when a company’s actions have satisfactorily addressed the proposal’s 
underlying concerns and its “essential objective,” even when the manner by which a company implements the proposal 
does not correspond precisely to the actions sought by the proponent. See MGM Resorts International (Feb. 28, 2012) 
(“MGM Resorts”); ConAgra Foods, Inc. (July 3, 2006); and Johnson & Johnson (Feb. 17, 2006). Specifically in the 
context of shareholder proposals requesting reports on environmental or other sustainability matters, the Staff has 
consistently concurred that such proposals are substantially implemented when the company’s prior public 
communications, whether in the form of one or multiple reports, address the underlying concerns of the proposal. See 
e.g., Exxon Mobil Corporation (Mar. 23, 2018) (concurring with the exclusion where the company’s reports 
summarizing its carbon and energy data and its multi-year outlook for energy compared favorably with the proponent’s 
proposal for a report on potential decarbonizing approaches); Anthem Inc. (March 19, 2018) (concurring with the 
exclusion where the company’s corporate responsibility report compared favorably with the proponent’s proposal for 
a sustainability report on ESG performance, including GHG reduction targets); Entergy Corp. (February 14, 2014) 
(concurring with the exclusion of a proposal calling for a report “on policies the company could adopt to take 
additional near-term actions to reduce its GHG emissions” to a certain target when the company already provided 
environmental sustainability disclosures on its website and in a separate report); Target Corporation (March 26, 2013) 
(concurring with the exclusion where the company’s corporate responsibility report addressed the concerns underlying 
the proposal for a report on the company’s multifaceted sustainability policy); and Abercrombie & Fitch Co. (March 
28, 2012) (concurring with the exclusion where the company’s corporate responsibility report compared favorably 
with what would be achieved under the proposal for a report on GHG reduction measures and energy efficiency 
measures). Companies may demonstrate substantial implementation by referring to a combination of various existing 
corporate disclosures, even if the proposal requests one report. See Entergy Corp. (Feb. 14, 2014) (allowing exclusion 
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of a proposal for a sustainability report where the relevant disclosures appeared in a company report and on the 
company’s website); and Duke Energy Corp. (Feb. 21, 2012) (permitting exclusion of a proposal requesting a report 
that the company assess potential actions to reduce GHG and other emissions, where the required information was 
available in the company’s Form 10-K and annual sustainability report). 
 

ii. The Company’s 2018 Report and Other Public Disclosures Substantially Implement the Proposal. 
 
The Company believes that its 2018 Report and other public disclosures compare favorably to, and address the 
“essential objective” of, the Proposal.  
 
As discussed above, the Proposal requests that the Company’s board of directors issue a report on sustainability to 
shareholders by 180 days after the 2019 annual meeting of shareholders prepared “in consideration of” the SASB 
R&D Standard. The core, or “essential objective,” of the Proposal is to receive from the Company “comparable,” 
“industry-specific” and “materiality-based” information regarding the Company’s sustainability initiatives in the areas 
identified by the SASB R&D Standard. According to the Proposal, such data may inform a security-holder’s 
investment and voting decisions in the Company’s securities by highlighting the “material sustainability factors … 
pos[ing] significant regulatory, legal, reputational and financial risk,” facilitate comparisons of the Company’s 
sustainability measures with those of its peers and assist both the Company and its investors in adapting to the market’s 
expectations.  
 
The SASB R&D Standard, attached hereto as Exhibit D, sets forth certain quantitative accounting and qualitative 
disclosure requirements for multiline and specialty retailers and distributors in five areas (listed in Section A.ii.c above 
and in the chart below). As explained in the preamble to the SASB R&D Standard, the resulting disclosures should 
reflect a retailer or distributor’s “governance and management of the environmental and social capitals necessary to 
create long-term value” in a “cost-effective and decision-useful manner” that “us[es] existing disclosure and reporting 
mechanisms.” The preamble to the SASB R&D Standard states that “[i]n general, a company would use the SASB 
standard specific to its primary industry,” but due to variety between companies “[a] company determines which 
standard(s) [are] relevant to the company … and which associated metrics to report.” Thus, the standard allows some 
deviation from the technical disclosure requirements where a company follows the SASB R&D requirements “in 
general,” so long as the company assesses in all cases the disclosure topics of the SASB R&D requirements that are 
financially material to its business. 
 
Read together, the 2018 Report, the 2017 ARS and the Company’s corporate website6 (the “Corporate Website”) 
(all of which are attached hereto as Exhibit C) sufficiently address the core purpose of, and thus substantially 
implement, the Proposal. In the spirit of the Proposal and the cited SASB R&D Standard, these Company disclosures 
provide to investors extensive “industry-specific” and “financially material” information on the Company regarding 
each of the sustainability topics raised in the SASB R&D Standard. The level of detail and compliance with the SASB 
R&D Standard’s technical disclosure requirements is appropriate and “compares favorably” with the Proposal, given 
that the Proposal only asks the Company to prepare a report “in consideration of” the SASB R&D Standard, rather 
than a report fully implementing such standard, which by its terms aptly contemplates degrees of variances in its 
implementation. In fact, the Staff has permitted on substantial implementation grounds the exclusion of shareholder 
proposals with similar wording suggesting but not strictly requiring the adoption of technical disclosure standards, 
where the company had preexisting disclosure that still met the essential objective of the proposal. See, e.g., MGM 
Resorts (allowing the exclusion on the basis of Rule 14a-8(i)(10) of a shareholder proposal requesting that the 
registrant issue a sustainability report with “multiple, objective statistical indicators” and recommending the adoption 
of the Global Reporting Initiative’s Sustainability Reporting Guidelines, when the registrant had issued a report but 
did not use the guidelines, based on the fact that the proposal only “recommend[ed]” and did not mandate the use of 
the guidelines).  
 

                                                 
6 Available at https://corp.advanceautoparts.com.  
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To expound on this argument, we have demonstrated succinctly in the table below and more thoroughly in the 
following section how these Company disclosures largely satisfy each of the components of the SASB R&D Standard 
and thus the Proposal. 

 
SASB R&D Standard Topic 2018 Report Disclosures 2017 ARS and Other 

Disclosures 
Energy Management  p. 17; pp. 19-20 — 
Data Security — p. 11 (2017 ARS)  
Workforce Diversity & Inclusion  pp. 8-14 p. 11 (2017 ARS); p. 13 (2017 

ARS); pp. F-23-F-24 (2017 
ARS)   

Product Sourcing, Packing & 
Marketing  

p. 18 p. 3 (2017 ARS); p. 6 (2017 
ARS); “Environmental 
Responsibility” (Corporate 
Website)  

Labor Practices pp. 14-16 p. 5 (2017 ARS)  
 
a. The Company Extensively Describes its Energy Management Efforts in Substantial Compliance with the 

SASB R&D Standard.  
 
The Company’s 2018 Report complies in material respects with the SASB R&D Standard’s reporting obligations for 
Energy Management, by disclosing environmental information relevant to the Company’s long-term value and risk 
profile. The SASB R&D Standard requires a company to report various metrics, namely, (i) its total energy consumed, 
(ii) the percentage of energy consumed from grid electricity and (iii) the percentage of energy consumed from 
renewable energy. In explaining these quantitative disclosure requirements, the SASB R&D Standard links energy 
use to investment value, stating that “[i]t is becoming increasingly important for companies to manage their overall 
energy efficiency and their access to alternative energy sources” and “[e]fficiency in this area can have financial 
implications through direct cost savings, which are particularly beneficial in this low-margin industry.”  
 
In its 2018 Report, the Company discusses total energy consumed by giving absolute and relative data for 2017 on its 
carbon emissions in the United States and Canada, where the substantial majority of its brick-and-mortar stores are 
located.7 Additionally, the 2018 Report identifies the amount of energy produced by solar power, which investors may 
review against the Company’s total carbon emissions for a benchmark of its overall use of renewable energy.8 In the 
vein of the SASB R&D Standard, the Company then explains the longer-term relevance of this renewable energy data 
to investors by citing the carbon offset over a 15-year period.9  
 
The 2018 Report also “compares favorably” to the SASB R&D Standard’s guidelines for energy management 
reporting by achieving the standard’s purposes in two key ways. First, the 2018 Report provides financially material 
data to investors by detailing the Company’s energy efficiency initiatives—a topic on which the SASB R&D Standard 
does not require specific disclosures, but welcomes discussion based on the strong link it draws between energy 
efficiency and cost savings. The Company describes its current initiatives focused on using LED lighting and high-
efficiency HVAC systems, along with initiatives planned for the near future, such as a Company-wide environmental 
management system for tracking, analyzing and reporting activities to assist the development of sustainability 
improvement metrics with assigned multi-year targets and a consolidated system for reporting historical performance 
in recycling.10 Second, the Company’s reported use of the accounting and reporting standards developed by the GHG 
Protocol—employed by 92% of Fortune 500 companies responding to the Carbon Disclosure Project11—shows the 

                                                 
7 2018 Report, p. 19.  
8 Id.  
9 Id.  
10 Id.  
11 https://ghgprotocol.org/about-us.  
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Company’s commitment to a comparative sustainability standard.12 Although the GHG Protocol’s standards differ 
from SASB’s, they help satisfy SASB’s “essential objective” of promulgating a comparative standard.  
 
The measurable and quantifiable results of the Company’s energy management programs fit squarely within the spirit 
of the Energy Management disclosure rules of the SASB R&D Standard, which by its terms allows a company to 
exercise its business judgment in “determin[ing] which standard(s) [are] relevant to the company,” and of the Proposal, 
which requests a report “in consideration of” such standard.   
 

b. The Company Achieves in its Existing Disclosures the Goals of SASB’s Data Security Disclosure 
Obligations.  

 
The Company’s cybersecurity disclosures in its 2017 ARS correspond to the major concerns of, and thus substantially 
implement, the SASB R&D Standard’s Data Security reporting requirements. Under the SASB R&D Standard, a 
company must (i) describe its approaches to identifying vulnerabilities in its information system that pose a data 
security risk and to addressing the identified vulnerabilities, as well as (ii) detail the corrective actions taken in 
response to data breaches. In line with its overriding principle that companies that “in general” meet the requirements 
of the standard may “determine … which associated metrics to report, taking relevant legal requirements into account,” 
the SASB R&D Standard states that companies may consult the Staff’s Commission Statement and Guidance on 
Public Company Cybersecurity Disclosures (February 26, 2018) (the “SEC 2018 Guidance”) for further guidance. 
The SASB R&D Standard also contains more technical disclosure requirements regarding the (i) total number of data 
breaches “result[ing] in a deviation from the [company’s] expected outcomes for confidentiality and/or integrity” 
during the reporting period, (ii) the percentage of data breaches in which personally identifiable information was 
subject, and (iii) the number of affected customers.  
 
The Company views its cybersecurity disclosure as substantially addressing the key principles of the SASB R&D 
Standard. In its 2017 ARS, the Company provides risk factor disclosure on the measures taken to guard against a 
cybersecurity breach and the magnitude of the risks of such a potential breach.13 For instance, the Company states 
that, among other things, it “seek[s] to obtain assurances that others we interact with will protection confidential 
information.”14 The Company also identifies vulnerabilities based on its particular business, including “a  cyber-attack, 
computer malware and/or viruses, exploitation of hardware and software vulnerabilities, Team Member error, 
malfeasance [and] fraudulent inducement (including so-called “social engineering” attacks and “phishing” scams).”15 
While the Company does not disclose quantitative data on cybersecurity breaches, these disclosures present, in the 
Company’s view, the sum of all financially material information on breaches “result[ing] in a deviation from the 
[company’s] expected outcomes for confidentiality and/or integrity.” Additionally, although the SEC 2018 Guidance 
was released after the Company filed its annual report on Form 10-K on February 21, 2018, the Company believes its 
cybersecurity disclosures were already in line with the SEC 2018 Guidance.  
 
The Staff has permitted companies to show substantial implementation of similarly-worded proposals with 
sustainability reports that address only the essential aspects of the proposal. See, e.g., MGM Resorts. Similar to the 
position Staff took in MGM Resorts, we believe that the Company’s 2017 ARS disclosures on data security achieve 
the core purpose of the SASB R&D Standard’s reporting requirements on Data Security.  
 

c. The Company Substantially Implements SASB’s Workforce Diversity & Inclusion Disclosure 
Requirements.   

 
The Company’s extensive discussion of diversity and inclusion in its 2018 Report satisfies the “essential objectives” 
of the SASB R&D Standard’s disclosure requirements on Workforce Diversity & Inclusion. The quantitative data 
required by the SASB R&D Standard includes (i) the gender and racial/ethnic representation of management and all 

                                                 
12 2018 Report, p. 19.  
13 2017 ARS, p. 11.  
14 Id.  
15 Id.  
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other employees, categorized by racial/ethnic group, and (ii) a company’s monetary losses from legal proceedings 
associated with employment discrimination. Additionally, the SASB R&D Standard calls for a qualitative description 
of the policies and programs for fostering equitable employee representation across its global operations, such as 
diversity training, mentoring, and sponsorship programs. As explained in the note to its workforce diversity and 
inclusion requirements, SASB mandates disclosure of these accounting metrics based on its view that retailers “can 
benefit from ensuring that their company culture and hiring and promotion practices embrace the building of a diverse 
workforce and management- and junior-level positions” and that retailers with “staff … able to recognize the needs 
of diverse populations may be better able to capture demand from segments that have been traditionally overlooked.”  
 
The 2018 Report provides data on women and racial/ethnic minorities in Company management by reporting the 
relative percentage increase in the representation of females and people of color in leadership in 2017, broken down 
among the Executive Committee and field-based store positions.16 Although these figures are relative, and not absolute 
as required by SASB, they still fulfill the SASB R&D Standard’s core purpose by showing the Company’s 
commitment to demonstrable, numerical progress on gender and racial/ethnic diversity, which SASB views as 
financially material to investors. Additionally, with regard to the SASB R&D Standard’s mandate to disclose losses 
from employment discrimination proceedings, the Company determines and identifies in its 2017 ARS all material 
pending or threatened claims based on the application of “relevant legal requirements” as advised by SASB, including 
accounting standards for loss contingencies17 and Commission disclosure standards.18 The Company’s lack of 
disclosure on losses from employment discrimination proceedings thus does not mean that its 2017 ARS fails to 
“compare favorably” with the Proposal, since the SASB R&D Standard ultimately aims to elicit disclosure of 
financially material information.  
 
With respect to policy and program disclosure, the 2018 Report far exceeds SASB’s requirements. The report 
discusses in depth executive management processes designed to provide equitable evaluations,19 an organizational 
health survey focused on diversity,20 diversity-conscious leadership programs,21 a “Managing Bias” training for senior 
leadership,22 and workshops on change management, cultural competency, and “navigating difficult situations” for all 
employees.23 As explained in the Sustainability Report, the Company has also established nine employee affinity 
networks (known as “team member networks”) meant to inspire innovation and cultural fluency across different 
groups, including the African-American community, the Asian-American community, the Latino community, the 
LGBTQ community, the young professional community, women, and people with disabilities.24 The Company 
discusses its policies, including the Code of Ethics and Business Conduct, prohibiting discrimination in hiring, 
training, advancement, compensation, discipline and termination on the basis of race, color, religion, sex, age, national 
origin, disability, sexual orientation, gender identity, or other legally protected status.25 The Company’s 
comprehensive disclosure of these initiatives underscores to investors their impact on long-term value, and thus 
compares favorably to the SASB’s guidelines for reporting on diversity and inclusion.   
 

d. The Company’s Existing Disclosures Compare Favorably to the Proposal and SASB’s Disclosure 
Standards for Product Sourcing, Packing & Marketing. 

 
Disclosures in the Company’s 2018 Report and 2017 ARS substantially implement the SASB R&D Standard on 
disclosures of Product Sourcing, Packing & Marketing, because they compare favorably to the SASB guidelines in 
material respects. First, the SASB R&D Standard calls for a discussion of a company’s processes to assess and manage 

                                                 
16 2018 Report, p. 11.  
17 2017 ARS, p. F-23, F-24.  
18 Id, p. 11, 13.  
19 2018 Report, p. 11.  
20 Id.  
21 Id.  
22 Id, p. 12.  
23 Id.  
24 Id.  
25 2018 Report, p. 10.  
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risks and/or hazards associated with chemicals in products, including (i) the processes for both third-party branded 
and private-label products, (ii) the risk-based or hazard-based nature of such approaches, (iii) the way in which the 
company prioritizes chemicals for reduction/elimination, (iv) the company’s policies and practices for disclosing full 
chemical formulations for products offered for sale and (v) certain other features. Second, under the SASB R&D 
Standard, a company must report on its strategies to reduce the environmental impact of packaging, but may do so in 
open-ended terms without specific qualitative disclosure requirements. Third, to be SASB-compliant, a company must 
state its revenue from products that are third-party certified to an environmental or social sustainability standard. 
According to the notes to this section of the SASB R&D Standard, “[c]ompanies that perform well in th[ese] regard[s] 
may benefit from increased customer demand and improved margins” by “[t]aking a proactive approach to engaging 
suppliers, using certification standards and reducing the environmental impacts of packaging.”  
 
The comprehensive disclosure of the Company’s risk oversight for chemical products closely adheres to the first set 
of criteria in the SASB R&D Standard and, to the extent it does not meet all such standards, fully satisfies their 
“essential objective.” The Company’s 2017 ARS, under the heading “Environmental Matters,” explains that the 
Company sells, and that customers may bring onto Company properties, “products containing hazardous materials,” 
such as automotive lead-acid batteries, used oil and other recyclable items.26 Adhering to the SASB R&D Standard, 
the Company then discloses in the 2017 ARS its process for evaluating and dealing with the dangers of using these 
chemicals, which consists of collection, storage, and recycling or proper disposal,27 along with contractual agreements 
with third-party vendors.28 To show how the Company roughly ranks in priority the clean-up and recycling of each of 
these hazardous materials as per SASB requirements, the 2018 Report provides the current percentages and the 
absolute amounts for the last three years of used oil (in gallons) and lead acid batteries (in tons) that were recycled, 
along with the absolute amount of anti-freeze/coolant (in gallons) that was recycled for the last three years.29  
 
In substantial compliance with the second part of this SASB R&D Standard, the Company covers its processes for 
lessening the environmental impact of packaging in the Sustainability Report.30 The Company provides the amounts 
for the last three years of cardboard and stretch wrap (each in tons) that were recycled. Although the Company does 
not expose its strategy for coordinating these recycling efforts, including among primary, secondary, and tertiary 
packaging as mandated by the SASB R&D Standard, the Company’s quantitative disclosure gives a useful benchmark 
to investors for assessing the Company’s environmental impact of packaging management. This is supplemented by 
the Company’s statement in the 2017 ARS that it “do[es] not believe that there are any material environmental costs 
associated with the current business practice of accepting lead-acid batteries, used oil and other recyclable items as 
these costs are borne by the respective third party vendors.”31 
 
The SASB R&D Standard requires disclosure on the revenues from third-party-certified products due to the perceived 
connection between the corporate practice of “using certifications” for “products and packaging with lower lifecycle 
environmental and social impacts” and “increased customer demand and improved margins.” The Company’s 
disclosures in the 2018 Report and 2017 ARS on third-party recycling standards substantially implement this SASB 
R&D metric in a way that is financially material to investors and based on the realities of the Company’s business 
model. Given the nature of products the Company purchases from its vendors as a retailer (such as chemicals, interior 
automotive accessories, and batteries), third-party standards on recycling are most meaningful to the Company from 
an environmental and sustainability standpoint. The ample reporting in the 2017 ARS and 2018 Report on recycling 
efforts, cited above, demonstrates this.  The Company’s disclosures on third-party certification of its recycled products 
compare favorably to the SASB R&D Standard’s requirement to provide revenues from third-party certified products. 
For instance, in the 2018 Report, the Company cites its membership in the Responsible Battery Coalition, whose 
mission is “to advance the responsible production, transport, sale, use, reuse, recycling and resource recovery of 

                                                 
26 2017 ARS, p. 6.  
27 Id.  
28 Id.  
29 2018 Report, p. 19.  
30 Id.  
31 2017 ARS, p. 6.  
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transportation, industrial and stationary batteries and other energy storage devices, regardless of technology.”32 
Additionally, the Company’s Corporate Website, to which the 2018 Report directs readers for additional information, 
explains that the Company’s third-party electronic waste reuse and recovery contractor has obtained International 
Standardization Organization certifications for its environmental management system. Investors can better understand 
the financial materiality of these product certifications for recycled products by reviewing the “Our Products” section 
of the Company’s 2017 ARS.33 
 
Due to compliance with both the letter and the spirit of the SASB requirements, the Company believes that its Product 
Sourcing, Packing & Marketing disclosures are sufficiently responsive to the SASB R&D Standards invoked by the 
Proposal.  
 

e. The 2018 Report and Other Company Disclosures Accomplish the Main Purpose of the Labor Practices 
Reporting Requirements of the SASB R&D Standard.  

 
The Company has substantially implemented SASB R&D Standard’s disclosure requirements on Labor Practices. The 
SASB R&D Standard requires disclosure of the (i) average hourly wage and percentage of in-store employees earning 
minimum wage, by region, (ii) the voluntary and involuntary turnover rate for in-store employees, and (iii) the total 
amount and nature of monetary losses due to legal proceedings associated with labor law violations. These technical 
reporting obligations stem from SASB’s belief that “[c]ompanies can enhance labor productivity and employee 
engagement by taking a long-term approach to managing workers in areas such as compensation and workers’ rights” 
and that such enhancement “can help strengthen a company’s reputation and reduce its cost of capital.” 
 
Although the Company’s disclosures do not provide the SASB R&D Standard’s quantitative metrics for compensation 
and legal proceedings data, they are replete with information meeting the SASB R&D Standard’s “essential objective” 
of imparting fiscally material disclosure. The Company speaks in depth about working conditions, labor productivity, 
and employee engagement, all features of labor sustainability that SASB identifies as impacting a company’s cost of 
capital and other financial measures of success. In the Sustainability Report, the Company discusses its overall 
organizational health scores for the last three years, calculated based on employee feedback, and its endeavors to 
address issues brought up in the organizational health survey.34 This is buttressed by disclosure in the 2017 ARS that 
the Company has never had a labor disruption.35  
 
The Company’s 2018 Report goes further than the SASB R&D Standard requires by highlighting several employee 
engagement programs. These include the “Spark” program allowing employees to publicly commend their co-workers 
for strong work and corporate citizenship,36 and the “Fuel the Frontline” and “Be an Owner” programs rewarding 
certain non-corporate employees with stock awards in the Company.37 Lastly, the 2018 Report contains detailed 
descriptions of the Company’s employee safety initiatives, including quantitative disclosures regarding the year-over-
year reduction in safety incidents in 2017 and the decline in recordable incidents both overall and in retail operations 
in the first nine months of 2018.38 The Company’s “LIFE” (Lead, Investigate, Fix and Educate) program, “EDGE” 
(Explain, Demonstrate, Guide and Enable) program and Environmental, Health and Safety organization are also 
covered.39 Consistent with the Proposal’s call for a report “in consideration” of the somewhat malleable SASB R&D 
Standard, each of these disclosures helps to satisfy the “essential objective” of the Proposal’s emphasis on labor 
practices.  

                                                 
32 https://www.responsiblebatterycoalition.org/faq/. 
33 2017 ARS, p. 3. 
34 2018 Report p. 14, 15. 
35 2017 ARS, p. 5.  
36 2018 Report p. 15. 
37 Id.  
38 Id, p. 16.  
39 Id.  

WHITE 6. CASE 

https://www.responsiblebatterycoalition.org/faq/


WHITE&CASE 

Conclusion 

Based upon the foregoing analysis, we hereby respectfully request that the Staff concur with our view that the 
Company may properly omit the Proposal from its 20 19 Proxy Materials in reliance on Rule 14a-8(i)(7) and Rule 14a-
8(i)( 10). Should the Staff disagree with this conclusion, we would appreciate the opportunity to confer with the Staff 
prior to the issuance of the Start's response. 

Ir the Staff wishes to discuss the responses provided, please do not hesitate to contact the undersigned at (2 12) 819-
8228. 

rfi''J= 
Dov Gottlieb, Esq. 

CC: Andrew Behar, As You Sow (via emai l) 

Tammy Moss Finley, Executive Vice President, General Counsel, Advance Auto Parts, Inc. 
Rachel Geiersbach, Vice President, Assistant General Counsel, Advance Auto Parts, Inc. 
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Exhibit A 
 
  

WHITE 5. CASE 



            1611 Telegraph Ave, Suite 1450            www.asyousow.org 
            Oakland, CA 94612                                   BUILDING A SAFE, JUST, AND SUSTAINABLE WORLD SINCE 1992 

 
 
 
 
 
December 17, 2018 
 
Tammy Moss Finley 
Executive Vice President, General Counsel  
& Corporate Secretary 
Advance Auto Parts, Inc. 
5008 Airport Road 
Roanoke, Virginia 24012 
 
Dear Ms. Finley: 
 
As You Sow is filing a shareholder proposal on behalf of The Gun Denhart Living Trust (“Proponent”), a 
shareholder of Advance Auto Parts, Inc., for action at the next annual meeting of Advance Auto Parts. 
Proponent submits the enclosed shareholder proposal for inclusion in Advance Auto Parts’ 2019 proxy 
statement, for consideration by shareholders, in accordance with Rule 14a-8 of the General Rules and 
Regulations of the Securities Exchange Act of 1934.   
 
A letter from the Proponent authorizing As You Sow to act on its behalf is enclosed. A representative of 
the Proponent will attend the stockholders’ meeting to move the resolution as required.  
 
We are available to discuss this issue and are optimistic that such discussion could result in resolution of 
the Proponent’s concerns. To schedule a dialogue, please contact Andrew Behar, CEO at 
abehar@asyousow.org.  
 
Sincerely, 
  
 
 
Andrew Behar 
CEO 
 
Enclosures 

• Shareholder Proposal 
• Shareholder Authorization 
 

 
 

AS YOU SOW 



Whereas: The Sustainability Accounting Standards Board (SASB) has established industry-specific 
standards that assist companies in disclosing financially material, decision-useful sustainability 
information to investors; 
 
SASB standards are designed to identify a minimum set of sustainability issues most likely to impact the 
operating performance or financial condition of the typical company in an industry, regardless of 
location; 
 
Businesses can use SASB standards to better identify, manage, and communicate to investors 
sustainability information that is financially material. Use of the standards can benefit businesses by 
improving transparency, risk management, and performance. SASB standards can help investors by 
encouraging reporting that is comparable, consistent, and financially material, thereby enabling better 
investment and voting decisions; 
 
Failure to adequately manage and disclose performance on material sustainability factors can pose 
significant regulatory, legal, reputational, and financial risk to a company and its shareholders; 
 
Investors support disclosure in accordance with SASB standards: The SASB Investor Advisory Group, 32 
global asset owners and asset managers (including six of the world’s ten largest investment advisers) 
“[b]elieve SASB’s approach—which is industry-specific and materiality-focused—will help provide 
investors with relevant and decision-useful information,” and “[b]elieve that SASB standards can inform 
integration of sustainability factors into investment and/or stewardship processes, such as corporate 
engagement and proxy voting.”1 Members of the SASB Investor Advisory Group and SASB Alliance, “a 
growing movement of organizations that believe standardized, industry-specific, and materiality-based 
standards help companies and investors adapt to the market’s expectations,” comprise among others 
pension funds of six states;2 
 
SASB identifies the Multiline and Specialty Retailers & Distributors industry’s material sustainability 
issues as Energy Management in Retail & Distribution; Data Security; Labor Practices; Workforce 
Diversity & Inclusion; and Product Sourcing, Packaging & Marketing. Presently, our company provides 
insufficient disclosure on these issues.  For instance, our company does not disclose how it manages 
risks stemming from its labor practices. The low-average wages in the retail industry, which help 
companies maintain low prices on products, may increase labor-related risks. Since customers regularly 
interact directly with employees, companies can face a decrease in market share and revenue from 
negative consumer sentiment due to public disagreement between companies and their workers. 
Companies can enhance labor productivity and employee engagement by taking a long- term approach 
to managing workers in areas such as compensation and workers’ rights. The absence of this 
information challenges investors’ ability to comprehensively evaluate our company’s management of 
sustainability risks and opportunities; 
 
Therefore, be it resolved: Shareholders request that the Board of Directors issue a report on 
sustainability to shareholders by 180 days after the 2019 Annual Meeting, at reasonable expense and 
excluding confidential information, prepared in consideration of the SASB Multiline and Specialty 
Retailers & Distributors standard, describing the company’s policies, performance, and improvement 
targets related to material sustainability risks and opportunities. 

                                                             
1 https://www.sasb.org/investor-use/supporters/ 
2 https://www.sasb.org/alliance-membership/organizational-members/ 



_____________ 
 

Andrew Behar 
CEO 
As You Sow  
1611 Telegraph Ave., Ste. 1450 
Oakland, CA 94612  
 

Re: Authorization to File Shareholder Resolution 
 
Dear Mr. Behar, 
  
The undersigned (the “Stockholder”) authorizes As You Sow to file or co-file a shareholder resolution on 
Stockholder’s behalf with Advance Auto Parts, Inc. (the “Company) for inclusion in the 
Company’s 2019 proxy statement, in accordance with Rule 14a-8 of the General Rules and Regulations 
of the Securities and Exchange Act of 1934. The resolution at issue relates to report on policies, 
performance, and improvement targets regarding material sustainability risks and opportunities, in 
consideration of the Sustainability Accounting Standards Board’s Multiline and Specialty Retailers & 
Distributors standard. 
 
The Stockholder has continuously owned over $2,000 worth of Company stock, with voting rights, for 
over a year. The Stockholder intends to hold the required amount of stock through the date of the 
company’s annual meeting in 2019. 
  
The Stockholder gives As You Sow the authority to address on Stockholder’s behalf any and all aspects of 
the shareholder resolution, including designating another entity as lead filer and representative of the 
shareholder. The Stockholder understands that the Stockholder’s name may appear on the company’s 
proxy statement as the filer of the aforementioned resolution and that the media may mention the 
Stockholder’s name in relation to the resolution. 
  
The shareholder further authorizes As You Sow to send a letter of support of the resolution on 
Stockholder’s behalf concerning the resolution. 
 
Sincerely, 
  
 
_______________________ 
Gun Denhart 
Trustee 
The Gun Denhart Living Trust 
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 From: Andy Behar [mailto:abehar@asyousow.org]  
Sent: Friday, January 25, 2019 5:35 PM 
To: Rachel Geiersbach 
Cc: Tammy Finley; Elisabeth Eisleben; Beth Thomas; Sharon Cho 
Subject: [EXTERNAL] RE: As You Sow Shareholder Proposal on behalf of The Gun Denhart Living Trust ‐ Advance Auto 
Parts, Inc. 

Rachel, 

We have decided to proceed to a vote. 

Best, 

Andrew Behar 
CEO 
As You Sow 

Skype: andrew.behar
@andrewbehar
abehar@asyousow.org | www.asyousow.org

From: Rachel Geiersbach [mailto:rachel.geiersbach@advance‐auto.com]  
Sent: Friday, January 25, 2019 1:38 PM 
To: Andy Behar <abehar@asyousow.org> 
Cc: Tammy Finley <TFINLEY@advance‐auto.com>; Elisabeth Eisleben <elisabeth.eisleben@advance‐auto.com>; Beth 
Thomas <Bthomas@advance‐auto.com>; Sharon Cho <scho@asyousow.org> 
Subject: RE: As You Sow Shareholder Proposal on behalf of The Gun Denhart Living Trust ‐ Advance Auto Parts, Inc. 

Mr. Behar: 

I wanted to touch base with you before I leave the office today to see whether you have an update regarding As You 
Sow’s consideration of withdrawing the shareholder proposal for this year.   I plan to leave today around 5:30 p.m. 
Eastern, but please feel free to contact me by e‐mail or   after that time. 

Thank you for your consideration. 

Regards, 

Rachel Geiersbach 
Vice President, Associate General Counsel 
    and Assistant Corporate Secretary 
Advance Auto Parts 
5008 Airport Road 
Roanoke, VA  24012 

 
Fax:  (540) 561-1448 



From: Rachel Geiersbach  
Sent: Tuesday, January 22, 2019 6:54 PM 
To: Andy Behar 
Cc: Tammy Finley; Elisabeth Eisleben; Beth Thomas; Sharon Cho 
Subject: RE: As You Sow Shareholder Proposal on behalf of The Gun Denhart Living Trust ‐ Advance Auto Parts, Inc. 

Mr. Behar: 

Thank you again for taking the time to speak with us this afternoon about Advance Auto Parts’ sustainability 
journey.   Please let me know if you have any questions or would like additional information. 

We look forward to hearing from you later this week. 

Regards, 

Rachel Geiersbach 
Vice President, Associate General Counsel 
    and Assistant Corporate Secretary 
Advance Auto Parts 
5008 Airport Road 
Roanoke, VA  24012 

 
Fax:  (540) 561-1448 



From: Kwan Hong Teoh <kwan@asyousow.org> 
Sent: Wednesday, January 2, 2019 2:55 PM 
To: Rachel Geiersbach 
Cc: Andy Behar 
Subject: [EXTERNAL] AAP ‐ Def Notice ‐ Re Proof of Ownership 

Dear Ms. Geiersbach, 

We are in receipt of your letter issued December 28, 2018 alleging notice of a deficiency in our December 17, 2018 letter 
transmitting a proposal for inclusion on the Company’s 2019 proxy. In response to the cited deficiency, we 
enclose a proof of ownership letter establishing the proponent’s ownership of the Company’s common stock in the 
requisite amount and in the time frame necessary to meet eligibility requirements. 

SEC Rule 14a‐8(f) requires a company to provide notice of specific deficiencies in a shareholder’s proof of eligibility to 
submit a proposal.  We therefore request that you notify us if you identify any deficiencies in the enclosed 
documentation. 

Please confirm receipt of this correspondence. Thank you 

Best Regards, 
Kwan Hong 

Kwan Hong Teoh 
Environmental Health Program 
Research Manager 
As You Sow 
1611 Telegraph Ave., Ste. 1450 
Oakland, CA 94612 

kwan@asyousow.org | www.asyousow.org 

~Building a Safe, Just and Sustainable World since 1992~ 



December 19, 2018 

Gun Denhart: 

Two 1est1r1y w~y 
Westlake, fX 76267 

National Financial Services, a OTC participant, acts as the custodian for The Gun Denhart living Trust. As 
of the date of this letter, The Gun Den hart living Trust held, and has held continuously for at least 395 
days, 21 shares of Advance Aut o Parts, Inc. common stock. 

Best Regards, 

tWW 
Allen Servais 
Client Service Manager 
Fidelity Family Office 

F1deloty Family Office ScrvIc,:,s is a d1vis10t, <Jf Fidelity B,okerage Services LLC, Member NYSE, Slf'C 



From: Rachel Geiersbach  
Sent: Friday, December 28, 2018 6:08 PM 
To: 'abehar@asyousow.org' 
Cc: Tammy Finley 
Subject: Shareholder Proposal to Advance Auto Parts 

Mr. Behar: 

We are in receipt of the As You Sow proposal for Advance’s 2019 Proxy Statement and Annual Meeting addressed to 
Tammy Finley.  Please see the attached letter regarding the requisite evidence of ownership. 

Thank you, 

Rachel Geiersbach 
Vice President, Associate General Counsel 
    and Assistant Corporate Secretary 
Advance Auto Parts 
5008 Airport Road 
Roanoke, VA  24012 

Fax:  (540) 561-1448 



December 28, 2018 

VIA UPS Overnight Mail & Email 
abehar@asyousow.org 

Mr. Andrew Behar 
Chief Executive Officer 
As You Sow 
c/o The Gun Denhart Living Trust 
1611 Telegraph Avenue, Suite 1450 
Oakland, CA 94612 

Re: Shareholder Proposal 

Dear Mr. Behar: 

Rachel E. Geiersbach, Esq. 
Vice President, Associate General Counsel & 
Assistant Corporate Secretary 

ADVANCE AUTO PARTS 
5008 Airport Road 
Roanoke, VA 24012 

f: 540-561-1448 
e: rachel.geiersbach@advance-auto.com 

This letter is in response to a shareholder proposal submitted by you on 
behalf of The Gun Denhart Living Trust to be included in the proxy statement related 
to the 2019 Annual Meeting of Shareholders of Advance Auto Parts, Inc. (the 
"Company''). The Company would like to infonn you, pursuant to Rule 14a-8(t) 
under the Secmities Exchange Act of 1934, as amended (the "Exchange Act"), of the 
following procedural and eligibility deficiency in your letter. 

In your letter, you did not include any infonnation to prove that you have 
continuously held, for at least one year prior to the date you submitted your proposal, 
shares of the Company's common stock having at least $2,000 in market value or 1 % 
of the Company's common stock, as required by Rule 14a-8(b) under the Exchange 
Act. Our records do not list you as a registered holder of shares of the Company's 
common stock. Since you are not a registered holder of a sufficient number of 
shares, Rule 14a-8(b )(2) of the Exchange Act provides that you can prove your 
eligibility by submitting either: (1) a written statement from the "record" holder of 
your securities (usually a broker or bank) ve1ifying that, at the time you submitted 
your proposal, you had continuously held the required amount of the Company's 
common stock for at least one year or (2) a copy of a filed Schedule 13D, Schedule 
13G, Fonn 3, Fo1m 4 and/or Fonn 5, or amendments to those documents or updated 
fonns, reflecting your ownership of the shares as of or before the date on which the 
one-year eligibility period begins. 

Advancel':-:' 
Auto Parts/:-; 



Mr. Andrew Behar 
December 28, 2018 
Page 2 

To the extent that you obtain a proof of ownership letter from the "record" 
holder of your securities, such letter must verify continuous ownership of the 
requisite amount of securities for the one-year period preceding and including the 
date of submission of the shareholder proposal, i.e., December 17, 2018, in order to 
cure this defect. Please note further that the Division of Corporation Finance of the 
Securities and Exchange Commission takes the position that, for purposes of Rule 
14a-8(b )(2)(i), only securities inte1mediaries that are participants in The Depository 
Trust Company ("DTC"), or affiliates of DTC participants, are considered "record" 
holders of securities that are deposited at DTC. Accordingly, to the extent that 
shares of the Company held by you are deposited at and held through DTC, the proof 
of ownership letter that you obtain and provide must be from a DTC participant or an 
affiliate of a DTC participant in order to satisfy the proof of ownership requirements 
set forth in Rule 14a-8. 

Pursuant to Rule 14a-8(f), you must provide us with sufficient verification 
of your beneficial ownership of the Company's securities within 14 calendar days of 
your receipt of this letter. For your reference, we have attached a copy of Rule 14a-8 
of the Exchange Act. To transmit your reply electronically, please reply to my 
attention at the following fax number: (540) 561-1448 or by e-mail to 
rachel.geiersbach@advance-auto.com. To reply by mail, please reply to my attention 
at Advance Auto Parts Inc. 5008 ArrPort Road, Roanoke, VA 24012. Otherwise, 
please contact me at should you have any questions. We appreciate 
your interest in the Company. 

Enclosure 

Sincerely, 

)V\../J\..,,V\,..,{_n tWL 
Ra~hel Geiersbach 

Advance I~: · 
Auto Parts/;,-. 
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ELECTRONIC CODE OF FEDERA L REGULATIONS 

e-CFR data is current as of December 20, 2018 

Title 17 -+ Chapter 11 -+ Part 240 -, §240.14a-8 

Title 17: Commodity and Securities Exchanges 
PART 240-GENERAL RULES AND REGULATIONS, SECURITIES EXCHANGE ACT OF 1934 

§240.14a-8 Shareholder proposals. 

This section addresses when a company must include a shareholder's proposal in its proxy statement and identify the 
proposal in its form of proxy when the company holds an annual or special meeting of shareholders. In summary, in order to 
have your shareholder proposal included on a company's proxy card, and included along with any supporting statement in its 
proxy statement, you must be elig ible and follow certain procedures. Under a few specific circumstances, the company is 
permitted to exclude your proposal, but only after submitting its reasons to the Commission. We structured this section in a 
question-and-answer format so that it is easier to understand. The references to "you" are to a shareholder seeking to submit 
the proposal. 

(a) Question 1: What is a proposal? A shareholder proposal is your recommendation or requirement that the company 
and/or its board of directors take action, which you intend to present at a meeting of the company's shareholders. Your proposal 
should state as clearly as possible the course of action that you believe the company should follow. If your proposal is placed 
on the company's proxy card, the company must also provide in the form of proxy means for shareholders to specify by boxes a 
choice between approval or disapproval, or abstention. Unless otherwise indicated, the word "proposal" as used in this section 
refers both to your proposal, and to your corresponding statement in support of your proposal (if any). 

(b) Question 2: Who is eligible to submit a proposal, and how do I demonstrate to the company that I am eligible? (1) In 
order to be eligible to submit a proposal, you must have continuously held at least $2,000 in market value, or 1 %, of the 
company's securities entitled to be voted on the proposal at the meeting for at least one year by the date you submit the 
proposal. You must continue to hold those securities through the date of the meeting. 

(2) If you are the registered holder of your securities, which means that your name appears in the company's records as a 
shareholder, the company can verify your eligibility on its own, although you will still have to provide the company with a written 
statement that you intend to continue to hold the securities through the date of the meeting of shareholders. However, if like 
many shareholders you are not a registered holder, the company likely does not know that you are a shareholder, or how many 
shares you own. In this case, at the time you submit your proposal, you must prove your eligibility to the company in one of two 
ways: 

(i) The first way is to submit to the company a written statement from the "record" holder of your securities (usually a broker 
or bank) verifying that, at the time you submitted your proposal, you continuously held the securities for at least one year. You 
must also include your own written statement that you intend to continue to hold the securities through the date of the meeting 
of shareholders; or 

(ii) The second way to prove ownership applies only if you have filed a Schedule 13D (§240.13d-101 ), Schedule 13G 
(§240.13d-102), Form 3 (§249.103 of this chapter), Form 4 (§249.104 of this chapter) and/or Form 5 (§249.105 of this chapter), 
or amendments to those documents or updated forms, reflecting your ownership of the shares as of or before the date on which 
the one-year eligibility period begins. If you have filed one of these documents with the SEC, you may demonstrate your 
eligibility by submitting to the company: 

(A) A copy of the schedule and/or form, and any subsequent amendments reporting a change in your ownership level; 

(B) Your written statement that you continuously held the required number of shares for the one-year period as of the date 
of the statement; and 

(C) Your written statement that you intend to continue ownership of the shares through the date of the company's annual or 
special meeting. 

(c) Question 3: How many proposals may I submit? Each shareholder may submit no more than one proposal to a 
company for a particular shareholders' meeting. 

(d) Question 4: How long can my proposal be? The proposal, including any accompanying supporting statement, may not 
exceed 500 words. 

(e) Question 5: What is the deadline for submitting a proposal? (1) If you are submitting your proposal for the company's 
annual meeting, you can in most cases find the deadline in last year's proxy statement. However, if the company did not hold 
an annual meeting last year, or has changed the date of its meeting for this year more than 30 days from last year's meeting, 

https://www.ecfr. gov/cgi-bin/text-idx?SID=50d91 f2737d9fcce 110849e669d3546d&mc=t... 12/27/2018 
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you can usually find the deadline in one of the company's quarterly reports on Fenn 1D-Q (§249.308a of this chapter), or in 
shareholder reports of investment companies under §270.30d-1 of this chapter of the Investment Company Act of 1940. In 
order to avoid controversy, shareholders should submit their proposals by means, including electronic means, that permit them 
to prove the date of delivery. 

(2) The deadline is calculated in the following manner if the proposal is submitted for a regularly scheduled annual meeting. 
The proposal must be received at the company's principal executive offices not less than 120 calendar days before the date of 
the company's proxy statement released to shareholders in connection with the previous year's annual meeting. However, if the 
company did not hold an annual meeting the previous year, or if the date of this year's annual meeting has been changed by 
more than 30 days from the date of the previous year's meeting, then the deadline is a reasonable time before the company 
begins to print and send its proxy materials. 

(3) If you are submitting your proposal for a meeting of shareholders other than a regularly scheduled annual meeting, the 
deadline is a reasonable time before the company begins to print and send its proxy materials. 

(f) Question 6: 1/i/hat if I fail to follow one of the eligibility or procedural requirements explained in answers to Questions 1 
through 4 of this section? (1) The company may exclude your proposal, but only after it has notified you of the problem, and you 
have failed adequately to correct it. Within 14 calendar days of receiving your proposal, the company must notify you in writing 
of any procedural or eligibllity deficiencies, as well as of the time frame for your response. Your response must be postmarked, 
or transmitted electronically, no later than 14 days from the date you received the company's notification. A company need not 
provide you such notice of a deficiency lf the deficiency cannot be remedied, such as if you fail to submit a proposal by the 
company's properly determined deadline. If the company intends to exclude the proposal, it will later have to make a 
submission under §240.14a-8 and provide you with a copy under Question 10 below, §240.14a-BU). 

(2) If you fail in your promise to hold the required number of securities through the date of the meeting of shareholders, 
then the company will be permitted to exclude all of your proposals from its proxy materials for any meeting held in the following 
two calendar years. 

(g) Question 7: 1/i/ho has the burden of persuading the Commission or its staff that my proposal can be excluded? Except 
as otheiwise noted, the burden is on the company to demonstrate that it is entitled to exclude a proposal. 

(h) Question 8: Must I appear personally at the shareholders' meeting to present the proposal? (1) Either you, or your 
representative who is qualified under state law to present the proposal on your behatf, must attend the meeting to present the 
proposal. 1/i/hether you attend the meeting yourself or send a qualified representative to the meeting in your place, you should 
make sure that you, or your representative, follow the proper state law procedures for attending the meeting and/or presenting 
your proposal. 

(2) If the company holds its shareholder meeting in whole or in part via electronic media, and the company permits you or 
your representative to present your pr6posal via such media, then you may appear through electronic media rather than 
traveling to the meeting to appear in person. 

(3) If you or your qualified representative fall to appear and present the proposal, without good cause, the company will be 
permitted to exclude all of your proposals from its proxy materials for any meetings held in the following two calendar years. 

(i) Question 9: If I have complied with the procedural requirements, on what other bases may a company rely to exclude my 
proposal? (1) Improper under state law: If the proposal is not a proper subject for action by shareholders under the laws of the 
jurisdiction of the company's organization; 

NOTE TO PARAGRAPH (i)(1): Depending on the subject matter, some proposals are not considered proper under state law If they would 
be binding on the company if approved by shareholders. In our experience, most proposals that are cast as recommendations or requests 
that the board of directors take specified action are proper under state law. Accordingly, we will assume that a proposal drafted as a 
recommendation or suggestion is proper unless the company demonstrates otherwise. 

(2) Violation of law: If the proposal would, if implemented, cause the company to violate any state, federal, or foreign law to 
which it is subject; 

NOTE TO PARAGRAPH (i)(2): We will not apply this basis for exclusion to permit exclusion of a proposal on grounds that it would violate 
foreign law If compliance with the foreign law would result in a violation of any state or federal law. 

(3) Violation of proxy rules: If the proposal or supporting statement is contrary to any of the Commission's proxy rules, 
including §240.14a-9, which prohibits materially false or misleading statements in proxy soliciting materials; 

(4) Personal gn'evance; special interest: If the proposal relates to the redress of a personal claim or grievance against the 
company or any other person, or if it ls designed to result in a benefit to you, or to further a personal interest, which is not 
shared by the other shareholders at large; 

(5) Relevance: If the proposal relates to operatlons which account for less than 5 percent of the company's total assets at 
the end of its most recent fiscal year, and for less than 5 percent of its net earnings and gross sales for its most recent fiscal 
year, and is not otheiwise significantly related to the company's business; 

https://www.ecfr.gov/cgi-bin/text-idx?SID=50d91f2737d9fcce 110849e669d3 546d&mc=t. .. 12/27/2018 
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(6) Absence of power/authority: If the company would lack the power or authority to implement the proposal; 

(7) Management functions: If the proposal deals with a matter relating to the company's ordinary business operations; 

(8) Director elections: If the proposal: 

(i) Would disqualify a nominee who is standing for election; 

(ii) Would remove a director from office before his or her term expired; 

(iii) Questions the competence, business judgment, or character of one or more nominees or directors; 

(iv) Seeks to include a specific individual in the company1s proxy materials for election to the board of directors; or 

(v) Otherwise could affect the outcome of the upcoming election of directors. 

(9) Conflicts with company's proposal: If the proposal directly conflicts with one of the company's own proposals to be 
submitted to shareholders at the same meeting; 

NOTE TO PARAGRAPH (i)(9): A company's submission to the Commission under this section should specify the points of conflict with 
the company's proposal. 

(10) Substantially implemented: If the company has already substantially implemented the proposal; 

NOTE TO PARAGRAPH (i)(10): A company may exclude a shareholder proposal that would provide an advisory vote or seek future 
advisory votes to approve the compensation of executives as disclosed pursuant to Item 402 of Regulation S-K (§229.402 of this chapter) 
or any successor to Item 402 (a usay-on-pay vote~) or that relates to the frequency of say-on-pay votes, provided that in the most recent 
shareholder vote required by §240.14a-21 (b) of this chapter a single year (I.e., one, two, or three years) received approval of a majority of 
votes cast on the matter and the company has adopted a policy on the frequency of say-on-pay votes that is consistent with the choice of 
the majority of votes cast In the most recent shareholder vote required by §240.14a-21 (b) of this chapter. 

(11) Duplication: If the proposal substantially duplicates another proposal previously submitted to the company by another 
proponent that will be included in the company's proxy materials for the same meeting; 

(12) Resubmissions: If the proposal deals with substantially the same subject matter as another proposal or proposals that 
has or have been previously included in the company's proxy materials within the preceding 5 calendar years, a company may 
exclude it from its proxy materials for any meeting held within 3 calendar years of the last time it was included if the proposal 
received: 

(l) Less than 3% of the vote if proposed once within the preceding 5 calendar years; 

(ii) Less than 6% of the vote on its last submission to shareholders if proposed twice previously within the preceding 5 
calendar years; or 

(iii) Less than 10% of the vote on its last submission to shareholders if proposed three times or more previously within the 
preceding 5 calendar years; and 

(13) Specific amount of dividends: If the proposal relates to specific amounts of cash or stock dividends, 

U) Question 10: What procedures must the company follow if it intends to exclude my proposal? (1) If the company intends 
to exclude a proposal from its proxy materials, it must file its reasons with the Commission no later than 80 calendar days 
before it files its definitive proxy statement and form of proxy with the Commission. The company must simultaneously provide 
you with a copy of its submission. The Commission staff may permit the company to make its submission later than 80 days 
before the company files its definitive proxy statement and form of proxy, lf the company demonstrates good cause for missing 
the deadline. 

(2) The company must file six paper copies of the following: 

(i) The proposal; 

(ii) An explanation of why the company believes that it may exclude the proposal, which should, if possible, refer to the 
most recent applicable authority, such as prior Division letters issued under the rule; and 

(iii) A supporting opinion of counsel when such reasons are based on matters of state or foreign law. 

(k) Question 11: May I submit my own statement to the Commission responding to the company's arguments? 

Yes, you may submit a response, but it is not required, You should try to submit any response to us, with a copy to the 
company, as soon as possible after the company makes its submission. This way, the Commission staff will have time to 
consider fully your submission before it issues its response. You should submit six paper copies of your response. 

https://www.ecfr.gov/cgi-bin/text-idx?SID=50d91f2737d9fcce 110849e669d3 546d&mc=t... 12/27/2018 
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(I) Question 12: If the company includes my shareholder proposal in its proxy materials, what information about me must it 
include along with the proposal itself? 

(1) The company's proxy statement must include your name and address, as well as the number of the company1s voting 
securities that you hold. However, instead of providing that information, the company may instead include a statement that it will 
provide the information to shareholders promptly upon receiving an oral or written request. 

(2) The company is not responsible for the contents of your proposal or supporting statement. 

(m) Question 13: What can I do if the company includes in its proxy statement reasons why It believes shareholders should 
not vote in favor of my proposal, and I disagree with some of its statements? 

(1} The company may elect to include in its proxy statement reasons why it believes shareholders should vote against your 
proposal, The company is allowed to make arguments reflecting its own point of view, just as you may express your own point 
of view in your proposal's supporting statement. 

(2) However, if you believe that the company's opposition to your proposal contains materially false or misleading 
statements that may violate our anti-fraud rule, §240.14a-9, you should promptly send to the Commission staff and the 
company a letter explaining the reasons for your view, along with a copy of the company's statements opposing your proposal. 
To the extent possible, your letter should include specific factual information demonstrating the inaccuracy of the company's 
claims. Time permitting, you may wish to try to work out your differences with the company by yourself before contacting the 
Commission staff. 

(3) We require the company to send you a copy of its statements opposing your proposal before it sends its proxy 
materials, so that you may bring to our attention any materially false or misleading statements, under the following timeframes: 

(i) If our no-action response requires that you make revisions to your proposal or supporting statement as a condition to 
requiring the company to include it in its proxy materials, then the company must provide you with a copy of its opposition 
statements no later than 5 calendar days after the company receives a copy of your revised proposal; or 

(ii) In all other cases, the company must provide you with a copy of its opposition statements no later than 30 calendar 
days before its files definitive copies of its proxy statement and form of proxy under §240.14a-6. 

[63 FR 29119, May 28, 1998; 63 FR 50622, 50623, Sept. 22, 1998, as amended at 72 FR 4168, Jan, 29, 2007; 72 FR 70456, Dec, 11, 
2007; 73 FR 977, Jan, 4, 2008; 76 FR 6045, Feb, 2, 2011; 75 FR 56782, Sept. 16, 201 OJ 

Need assistance? 

https ://www,ecfr,gov /cgi-bin/text-idx?SID=50d91f2737d9fcce 110849e669d3546d&mc=t,,, 12/27/2018 



From: Kwan Hong Teoh [mailto:Kwan@asyousow.org]  
Sent: Monday, December 17, 2018 5:44 PM 
To: Tammy Finley 
Cc: Andy Behar 
Subject: [EXTERNAL] AAP ‐ Shareholder Resolution 

Dear Ms. Finley, 

Please find enclosed a filing letter for a shareholder resolution submitted for inclusion in the Company’s 2019 proxy 
statement. A paper copy was sent via FedEx for arrival Wednesday morning. Confirmation receipt of this email would be 
appreciated. 

Thank you 

Best Regards, 
Kwan Hong 

Kwan Hong Teoh 
Environmental Health Program 
Research Manager 
As You Sow 
1611 Telegraph Ave., Ste. 1450 
Oakland, CA 94612 

kwan@asyousow.org | www.asyousow.org

~Building a Safe, Just and Sustainable World since 1992~ 
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INTRODUCTION

At Advance Auto Parts, Inc. (Advance or the company), we recognize that 
being a leader requires commitment at every level of an organization. We 
strive to create a workplace that is welcoming and safe, make significant 
efforts to reduce waste and improve our environment, and give back to 
the communities where our dedicated Team Members work and live – all 
while maintaining the highest ethical standards. We are proud of the work 
we have done in these areas, but we recognize we have a responsibility 
to do more. As a result, we have committed to develop formal corporate 
sustainability and social responsibility goals and publish annual updates to 
report our progress.

This inaugural Corporate Sustainability and Social Report is a review of our 
2017 and 2018 performance and plans for 2019 and beyond. This report 
was prepared by an internal Environmental, Social and Governance (ESG) 
Committee led by the General Counsel and Corporate Secretary. The 
Nominating and Corporate Governance Committee of the Advance Board 
of Directors (Board), which has oversight for ESG topics, also provided 
guidance. In developing this report, we considered feedback from key 
stakeholders, including Team Members, Shareholders, Customers and 
Business Partners.
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LETTER FROM OUR CHIEF  
EXECUTIVE OFFICER

In early 2017, we began a journey at Advance Auto Parts that we captured in our Vision Statement: Advancing 
a World in Motion. Since then, we’ve been making major changes throughout the company to drive substantial 
shareholder value. We could not be more excited about the business transformation we are leading to accelerate 
market share growth and margin expansion that integrates our stores and distribution centers with eCommerce 
to make the shopping experience for our products easier than ever before.

At the same time, as a Fortune 500 company with tens of thousands of Team Members, Customers and operations 
around the world, how we deliver these results is equally important. As we transform Advance, we’re acutely 
aware of the importance of building trust with our Customers, our Team Members and the communities where we 
live and serve. In a time where technology virtually guarantees a higher level of transparency in everything we do, 
we believe that building trust with all of our stakeholders also translates to building long term shareholder value. 
Our transformation plan simply must include how we deliver results and build trust with our key constituents. 
As a result, we are extremely proud to introduce our inaugural Corporate Sustainability and Social Report with a 
concentrated focus in three broad areas:

PEOPLE
Advance the professional 
development and growth for our 
Team Members while embracing the 
diversity of people, skills, thoughts 
and styles to deliver results

PLANET
Adopt ways of doing business that 
are environmentally responsible 
such that we play a role in ensuring 
the world is a better place for future 
generations

COMMUNITY
Leave a legacy we can all be proud 
of by dedicating our time, talent and 
resources to those individuals and 
organizations who need it 
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In consideration of these important deliverables, 
our Corporate Sustainability and Social Plan 
will ensure that our transformation agenda 
delivers top tier financial performance which 
is underlined by significant progress on the 
corporate sustainability goals we have set. 
Along with more than 70,000 Advance Team 
Members, I am excited to share our initial plans, 
progress to date and a view of our future in 
these critically important areas… People, Planet 
and Community.

While some of the practices described in this 
report have been in place for many years, 
we are moving to a more holistic approach 
on sustainability in conjunction with our long 
term strategic plan. This includes expanded 
management oversight and Board involvement. 
The Nominating and Corporate Governance 
Committee of our Board has been assigned 
specific responsibilities with respect to the 

development and communication of our ESG 
initiatives. Our Board has also adopted a number 
of best practices in corporate governance by 
implementing enhancements to engage with 
our shareholders.

We have already made notable strides in investing 
in our people, environmental sustainability, 
workplace culture and giving back to the 
community. Among the highlights in this report:

Over the past two years, our focus on building 
a high performing and inclusive workforce has 
driven a 40% increase in representation of 
females and people of color in leadership roles 
in 2017. 

We have incrementally invested in more than 
15,000 stock grants in Frontline Team Members 
through our “Fuel the Frontline” incentive program 
which has helped drive significant reductions in 
turnover in core field positions since 2016.

We have dedicated significant time and funding 
in expanded safety and awareness, resulting in 
a 24% reduction in recordable incidents in our 
retail locations. 

Our commitment to responsible environmental 
practices has led to consecutive year over year 
improvements in recycling and in reducing 
energy usage.

We have elevated our impact on communities 
by playing leadership roles in fighting Type 1 
diabetes, reducing stroke and heart disease and 
building homes for wounded warriors returning 
to the U.S.

In 2018, we expanded corporate policies related 
to Environmental, Health and Safety, Ethics and 
Business Conduct, Human Rights and named a 
senior sustainability leader.

Thanks to all our Team Members who have worked 
hard getting us to this point. While our sustainability 
and social responsibility journey is just beginning in 

some respects, we believe we have a solid foundation 
to build upon, Advancing a World in Motion.

Tom Greco  
President and CEO
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Growing up in Northern Ontario, Canada the world looked very different 
to me back then versus what it does today. As you travel the world over 
a long career, you see firsthand the impact that companies can have 
on people, the environment and communities all over the globe. This 
impact can be decidedly positive with the right focus. Today, I have the 
privilege of leading what is becoming an extraordinary organization. As I 
watch the growth of the company and the people in it, it is becoming an 
incredibly rewarding experience. I have great confidence in our ability to 
drive top tier shareholder value. At the same time, I am equally confident 
we are making the investments and dedicating the focus necessary to 
have a decidedly measurable and positive impact on our Team Members, 
environmental sustainability and in our communities. In the words 

of Carlos Santana, “there is no greater reward than making a difference in 
the world,” and this is precisely what we are setting out to do at Advance. 
In this report, we share details about our progress and our aspirations 
for addressing the issues most important to us. We look forward to your 
feedback and collaboration as we work together to pursue our Vision, 
Advancing a World in Motion.

Tom Greco 
President and CEO

Advance is a proud recipient of the 2018 Leaders in Diversity award from the Triangle Business Journal in Raleigh, N.C. 
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ABOUT ADVANCE AUTO PARTS

OUR HISTORY
Advance is a leading automotive 
aftermarket parts provider that 
serves both professional installer 
and do-it-yourself Customers.

The company was founded in April 1932, when 
Arthur Taubman purchased three stores in 
Virginia from Pep Boys. Growing organically 
over the next 50 years, Advance Auto Parts 
was operating more than 150 stores by 1989, 
eventually reaching 649 stores in 10 states 
by 1996. In 1998, Advance doubled in size 
when the company acquired Western Auto 
Supply Company.

Significant growth continued in the new 
millennium as Advance became a publicly traded 
company on the New York Stock Exchange 
(NYSE: AAP). In 2014, Advance acquired General 
Parts International, Inc., a leading privately-held 
distributor and supplier of original equipment 
and aftermarket replacement products for 
commercial markets operating under the 
Carquest and Worldpac brands.

ADVANCE AUTO PARTS OVER THE YEARS

 
1932
Arthur Taubman buys three retail stores, 
named Advance Stores, in Virginia.

 
1932
Arthur Taubman buys three retail stores, 
named Advance Stores, in Virginia.

1985
The company changes its 
name to Advance Auto Parts, 
Inc. focusing on the sale 
of automotive aftermarket 
parts and accessories.

1998
Advance Auto Parts buys 
550 Western Auto Supply 
Company/Parts America 
stores from Sears, Roebuck 
& Co., almost doubling the 
company’s size.

2001
Advance, which operates more 
than 1,700 stores in 38 states, 
announces it is buying Discount 
Auto Parts, a publicly traded 
operator of 667 stores. The merger 
puts Advance on the New York 
Stock Exchange (NYSE: AAP) in 
early 2002.

2003
Advance debuts at No. 466 
on the Fortune 500.

 
2014
Advance acquires General Parts 
International, Inc., a leading 
privately-held commercial supplier of 
automotive parts.

2005
Advance acquires Autopart 
International, Inc., a commercial 
wholesaler of automotive parts, 
increasing the company’s focus 
on both retail and professional 
Customer sales.

2018
Advance designates 
Raleigh, NC as its 
corporate headquarters, 
noting its increased 
focus on technology and 
omnichannel sales.
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WHERE WE ARE TODAY
We employ more than 70,000 Team 
Members and generated net sales 
of nearly $9.4 billion in 2017. As 
of October 6, 2018, we operated 
4,981 stores and 139 branches in the 
United States, Canada, Puerto Rico 
and the U.S. Virgin Islands. We also 
serve 1,229 independently-owned 
Carquest branded stores.

As a leader in the aftermarket automotive parts 
industry, all of us at Advance appreciate the 
important role we must play in finding solutions 
to the environmental and social challenges that 
our industry faces. We are committed to actively 
participating in leading trade organizations 
and working with our industry peers whenever 
possible to find innovative and responsible 
common solutions. Ultimately, we all share a 
common goal: leaving the world a better place for 
future generations.

70,000+

Team Members

 

$9.4 B
generated net sales  

in 2017
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PEOPLE  
EMPOWER OUR PEOPLE BECAUSE THEY ARE OUR BEST PART

We believe our Team Members are 
the best parts people in the business, 
in fact, we consider them our best 
part! Ultimately, it is our Team 
Members’ knowledge, dedication 
and focus that sets Advance apart 
from its competitors. Amidst rapid 
technological change, we believe that 
people can be a true differentiator 
for Advance. During the past two 
years, we have implemented a 
number of initiatives designed to 
fully engage our Team Members in 
the transformation of our business. 
Their passion for their work and 
dedication to Advance has helped 
not only our business grow but our 
culture evolve.

Our culture is tied directly to Advance’s strategic 
objectives and is critical to our success. Our 
Cultural Beliefs are reflected in our long-term 
strategy. Every Team Member is empowered 
to influence the direction of the company 
and collaboratively remove obstacles. We 
work together to build a strong and inclusive 
workplace, while saying “Yes” to our Customers.

Advance has taken a very active approach in 
identifying, shaping and cultivating our culture. 
The first step was to identify our Cultural Beliefs, 
which are “how” we bring our Roadmap for 
Growth – the foundation of our strategy to help 
us transform our business – to life, and embody 
how Team Members “think and act.” These are 
the behaviors that make Advance a great place 
to work.

SPEAK UP
I seek, listen and provide candid, informed 
feedback to improve performance.

BE ACCOUNTABLE
I overcome obstacles to deliver 
winning results.

TAKE ACTION
I act with urgency because speed matters.

GROW TALENT
I own individual development and the 
success of those around me.

MOVE FORWARD
I build trust and collaborate as One 
Team with One Voice to the Customer.

CHAMPION INCLUSION
I embrace the diversity of people, thoughts, 
skills and styles to deliver results.Angelo Richardson and Esme Ordonez excel at serving our 

Customers at the Advance store in Memphis, Tenn.
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One of the reasons our Cultural Beliefs have been 
so readily adopted by our Team Members is that 
they were created in a “crowd sourcing” fashion, 
using input from every level and function across 
the enterprise – in our distribution centers, stores 
and corporate offices. As such, they were created 
by Team Members for Team Members, and have 
become a critical part of our talent management, 
incentive and recognition programs.

When we couple these Cultural Beliefs with our 
Values of Inspire, Serve and Grow, we create 
a positive work environment that enables a 
great Customer experience. We have made an 
enormous impact in a very short time since these 
Cultural Beliefs were launched. In 2018, 82% of 
respondents to our organizational health survey 
stated they were familiar with these beliefs.

CODE OF ETHICS AND 
BUSINESS CONDUCT
Our shareholders, vendors, Team Members, 
and, most importantly, our Customers expect 
and demand that we conduct our business with 
the highest degree of honesty and integrity. We 
are committed to meeting these expectations. 
As a result, we established the Advance Auto 
Parts Code of Ethics and Business Conduct 
which is designed to assist our Team Members, 
officers and directors understand their ethical 
responsibilities and help them make decisions 
that reflect well on themselves, their teams 
and Advance Auto Parts. Any individuals or 
organizations who conduct business with 
Advance are also expected to know and follow 
our code.

HUMAN RIGHTS
We believe that dignity and respect are 
fundamental rights of every individual and are 
committed to upholding basic human rights in 
all areas of our business. In line with our Cultural 
Beliefs, we do not condone human trafficking, 
forced labor, child labor, harassment or abuse 
of any kind, and we expect our vendors and 
others with whom we do business to operate 
consistently within these same principles. Our 
commitment to supporting fundamental human 
rights is reflected in our Human Rights Policy 
and our Code of Ethics and Business Conduct, as 
well as our required Team Member training on 
these topics.

A group of recently promoted store General Managers attend a training session in Roanoke, Va.
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ANTI-DISCRIMINATION
We believe in providing a fair and respectful 
workplace for all. Discrimination on the basis 
of race, color, religion, sex, age, national origin, 
disability, sexual orientation, gender identity 
or any other legally protected status is strictly 
prohibited at Advance, both within our Code of 
Ethics and Business Conduct and other workplace 
policies. This applies to all areas of employment, 
including hiring, training, advancement, 
compensation, discipline and termination. 
Advance values the importance of ensuring our 
Team Members are familiar with these policies 
and includes them in our required Code of Ethics 
and Business Conduct and Fair and Respectful 
Workplace training. Advance offers several 
ways for Team Members to report any concerns 
about these policies, including a toll-free hotline 
and online reporting options. All complaints 
are fully investigated and resolved without fear 
of retaliation.

Members of our A.L.I.G.N. Team Member Network.
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INCLUSION & DIVERSITY

I strongly believe that an important key to success is to surround 
yourself with people who are not only smarter than you are, but 
who think differently than you do. By embracing diversity of people, 
thoughts, skills and styles, we will make Advance a better place to work 
and, as a direct result, lead growth in our industry.

 

Tom Greco  
President and CEO

At Advance, we embrace diversity across all 
dimensions and drive an inclusive culture that 
makes people feel welcomed, valued, respected 
and heard. Our commitment is to inspire, develop 
and empower our Team Members, Customers 
and communities to be innovative and to help 
them grow.

We have embedded Inclusion & Diversity as part 
of our company strategy and talent processes so 
that it is truly part of what we do. This includes:

 � Executive performance management and 
talent calibration processes that are designed 
to provide equitable talent conversations and 
performance evaluations.

 � Our organizational health survey which 
measures how well our leaders are 
demonstrating inclusive behaviors and 
embracing diversity on an everyday basis.

 � Leadership development programs that support 
representation of all qualified candidates.

We also focus on recruiting and retaining a 
diverse workforce, so we can provide the best 
possible service to our Customers and the diverse 
communities we serve. Our efforts included 
“Managing Bias” training for our senior leadership 
team in 2018. Continued roll-out of support 
training to leaders at all levels is planned for the 
coming year.

During the first full year of our focus on Inclusion 
& Diversity, we made substantial progress. In 
2017, representation of females and people of 
color in leadership roles increased by 40%. This 
includes an increase in our Executive Committee 
from 25% to nearly 55% and an increase among 
our field-based store operations leadership from 
29% to nearly 42%. While we are extremely proud 
of this growth, we remain committed to further 
improvements as we continue to advance our 
Cultural Beliefs and inclusion efforts.

CORPORATE OFFICE  
DIVERSITY RECOGNITION
The Triangle Business Journal, a leading business 
publication serving the Raleigh-Durham-Chapel 
Hill “Triangle” of North Carolina, recognized 
Advance Auto Parts with a “Leaders in Diversity” 
award for 2018. This award is in recognition of the 
impact of Advance’s strategic focus on Inclusion 
& Diversity and the culture Advance embodies 
through its “Champion Inclusion” Cultural Belief: 
I embrace the diversity of people, thoughts, skills 
and styles to deliver results. 

CEO SUPPORT
The CEO Action for Diversity & Inclusion™ is 
the largest CEO-driven business commitment 
to advance diversity and inclusion within the 
workplace. Tom Greco, our President and CEO, 
is a member of this organization that focuses 
on a commitment to diversity and inclusion in 
the business community. More than 500 CEOs, 
including Mr. Greco, have taken the CEO Action 
pledge, a public commitment to the following:

 � We will continue to make our workplaces 
trusting places to have complex, and 
sometimes difficult, conversations about 
diversity and inclusion.

 � We will implement and expand unconscious 
bias education.

 � We will share best—and unsuccessful—
practices.
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TRAINING MAKES A 
DIFFERENCE
At Advance we invest in our Team Members so 
they can continue to develop and grow in their 
careers. Our learning and development team 
is devoted to creating a culture where Team 
Members continually expand their capacity to 
create positive results, have the tools necessary to 
be flexible, adaptable and productive, and achieve 
the personal and professional growth they desire. 
We provide ongoing learning opportunities to 
our core field-based roles: District Manager, 
General Manager, Commercial Parts Professional 
and Customer Account Manager. These courses 
focus on selling skills, operational excellence 
and leadership expertise. Since 2017, training 
focuses on automotive systems training; parts, 
products and brand knowledge; store operations 
and systems knowledge and leadership and 
management skills. Our newly hired and 
promoted field-based staff spend a significant 
amount of time each year learning how to provide 
our customers with outstanding service and 
automotive information.

Additional training programs include information 
technology certification, digital competency, as 
well as finance and business acumen. In addition 
to automotive and sales training, we also offer a 
leadership development curriculum for all Team 
Members, with courses designed specifically for 
the needs of individual contributors, managers 
and executives. Courses include topics like 
Change Management, Cultural Competency, 
Communication and Presentation Skills, and 
Navigating Difficult Conversations. Courses are 
available through a variety of mediums to help 
create an impactful and engaging experience for 
Team Members.

TEAM MEMBER NETWORKS
As part of our Inclusion & Diversity efforts, we established our first Team Member Networks (TMNs) 
in 2016. TMNs are open to anyone who has an interest and enable Team Members with similar 
backgrounds, experiences, and interests to come together with a common goal. There are currently 
nine official groups with chapters across all parts of the organization. TMNs inspire innovation, 
increase cultural fluency across the organization and develop new capabilities that we believe build 
competitive advantage.

Our active Team Member Networks include:

ADVANCE PRIDE & 
ALLIES

#CONNEXT F.U.E.G.O. LATINO 
(FOSTERING UNITY, 
ENGAGEMENT, 
GROWTH AND  
OPPORTUNITIES)

Fostering visibility, growth and 
inclusion for members and allies 
of the LGBTQ community.

Celebrating the unique talents 
of our young professionals 
and using them to advance 
themselves, our company and 
their communities.

Creating opportunities for 
Team Members, Customers and 
communities by celebrating 
Hispanic/Latino culture and a 
forum to empower talent.

KNOWLEDGE 
NETWORK

S.E.R.V.I.C.E. 
(SERVE, EDUCATE, 
RECRUIT, VALUE, 
INSPIRE, CELEBRATE 
AND EMPOWER)

W.I.M.N. (WOMEN IN 
MOTION NETWORK)

Promoting cognitive diversity 
among Team Members by 
sharing knowledge, ideas and 
different ways of thinking.

Giving back in service of our 
veteran community by elevating, 
developing and retaining the 
unique skillsets that every 
veteran offers.

Creating opportunities for women 
at Advance to grow professionally 
in an inclusive environment.

ADA (ADVANCE FOR 
DIFFERENT ABILITIES)

I.C.O.N. 
(INTERNATIONAL 
CULTURAL 
OPPORTUNITIES  
NETWORK)

A.L.I.G.N. (AFRICAN 
AMERICANS LEADING 
INCLUSION AND 
GROWTH NETWORK)

Providing Team Members with 
different abilities opportunities 
for independence and 
professional development.

Embracing the diversity of 
cultures and ethnicities, serving 
as a liaison between Asian and 
non-Asian Team Members, 
Customers and communities.

Focused on professional growth 
and building competencies 
by sharing experiences and 
improving engagement.
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Team Member Networks have been responsible for unique and successful initiatives internal to Advance and in the communities we serve. 
Some examples include:

W.I.M.N. introduced “Mentoring Circles” which allow 
a small group of Team Members to be mentored by a 
leader on a topic they choose. These Team Members 
met at minimum of three times over a given quarter to 
discuss the topic at hand while learning and applying 
new skills such as networking, communications and 
presentation effectiveness. Beginning with 7 circles and 
33 Team Members in 2017, there are now over 60 Team 
Members through 14 circles. Starting in 2019, the program 
will be offered twice yearly in 20 circles.

#Connext was the inspiration for “Community Garage,” a 
program designed to provide local community members 
with hands-on learning and expert advice on basic auto 
maintenance and safety. The inaugural event, held at the 
Carquest Technical Institute Research Center in Raleigh, NC 
was open to the community and included stations focused 
on how to perform an oil change, the correct way to 
jump-start a battery and tire safety basics. All maintenance 
and repair demonstrations were led by ASE-certified 
technicians from Advance Auto Parts and local professional 
repair shops.

With F.U.E.G.O.,18 Advance stores across the Southwest 
Region celebrated Mexico’s Independence Day with Team 
Members and Customers. Activities included car shows, 
cultural décor and traditional music. Several stores were 
able to beat their sales targets as a result of increased 
engagement with the community.

I.C.O.N. supported our sponsorship of the local Dragon Boat 
Festival in North Carolina, where each year approximately 
7,000 visitors attend to celebrate Asian culture. Advance 
hosted a booth at the event to share information about our 
company with attendees, and entered a boat in the Dragon 
Boat race.

Advance Pride & Allies network was responsible for our 
sponsorship of the 2018 Lambda Car Club Invitational in 
Nashville, TN which is a national organization of 38 chapters 
and 1,800 members. Lambda Car Club International is 
the largest collector car club in North America for LGBTQ 
people and their friends and allies.

The ADA network partnered with The Arc Organization 
to raise $35,000, exceeding its goal by $5,000. The Arc 
Organization advocates and provides opportunities and 
support for individuals with intellectual and developmental 
disabilities. The ADA network took part in the Step Up 
For the Arc Walk and Family Fun Day in Ocean County, 
New Jersey, an event with 600 attendees that engaged in 
games, music, refreshments and a 1 mile walk held at the 
Lakewood Blue Claws Stadium.
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ORGANIZATIONAL HEALTH
A healthy organization is one where every Team 
Member feels welcomed, valued, respected and 
heard; where they have the tools and information 
necessary to do their jobs; and where there is 
room for growth and development. Building an 
organization with these qualities will enable us 
to deliver on our long-term strategy. To align 
priorities and goals across the organization, 
Advance administers a company-wide 
Organizational Health Survey that measures our 
performance against these key attributes.

Areas of positive feedback from Team Members 
has included:

 � Support for diversity is strong at all levels.

 � Supervisors inspire high performance through 
their leadership.

 � Team Members have clearly defined 
objectives and know how to help the company 
meet its goals.

 � Team Members say they have the proper 
training to do a quality job.

Our November 2017 survey revealed 
opportunities for continued improvement in 2018 
in the areas of role clarity, inspiring/challenging 
leadership and financial acumen. Additional 
opportunities for improvement revealed in the 
2017 survey include:

Simplified Processes – Minimize or eliminate 
unnecessary processes, bureaucracy and red tape 
to enable Team Members to more effectively do 

their jobs and meet Customer needs. As a result, 
we will have new and enhanced onboarding 
programs and a simplified Team Member 
Handbook launching in early 2019.

Career Development – Offer growth and 
development opportunities for Team Members. 
Follow-up actions have included improved clarity 
in role definitions and career ladders, along with 
expanded training opportunities.

Communication and Transparency – Increase 
transparency in sharing company performance 
by providing information and awareness about 
business results, lessons learned and action 
plans. Enhanced quarterly briefings for Team 
Members now focus on these topics.

Functional leaders also worked with their 
teams to create actionable plans within their 
functions addressing these areas. In addition 
to the steps taken above, a number of the 
programs highlighted in this report, such as 
our Team Member Networks, were a direct 
result of this feedback. Our goal was to move 
the needle on these focus areas and improve 
our overall score. The focus on these actionable 
plans resulted in improvement as shown in our 
September 2018 survey with gains on every 
survey item and significant gains on important 
areas like confidence in the company’s future.

Team Members have seen the changes 
we’ve been making and feel positively about 
where we’re going. Our overall organizational 
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health score in September 2018 was 69% 
favorable, which is 3 points higher than the 
November 2017 survey.

OVERALL ORGANIZATIONAL HEALTH SCORE

3% 
Team Members responded positively to the actions 
we have taken in response to the feedback from the 
November 2016 survey, two years in a row.

69%2018

66%2017

2016 58%

RECOGNITION FOR 
GOOD WORK 
Recognizing a job well-done is part of any winning 
culture. Advance has several simple and engaging 
ways to recognize Team Members for their service 
and impact on our business.

Our Fuel the Frontline program gives 
bonus-eligible Store and Field Team Members the 
chance to own stock in the company. It recognizes 
our frontline Team Members for serving our 
Customers and accelerating profitability by 
awarding shares of Advance stock on a quarterly 
basis to stock-eligible Team Members whose 
stores are one of the top five per region based on 
results versus target.

The Be an Owner program allows us to recognize 
top performers in our Customer Support Centers 
and Supply Chain teams with stock grants who 
achieve excellence on key company initiatives or 
in their role and contribute to the overall success 
of the company, and demonstrate the behaviors 
of one or more of our Cultural Beliefs.

Our Spark program is an online recognition 
program that provides every Team Member 
across our company the ability to give “Shout 
Outs” for great work and call attention to fellow 
Team Members who are living our Cultural Beliefs 
and delivering positive performance results 
aligned to our long-term strategy. The program 
has become quite popular – in 2018, we recorded 
a 70% increase in usage over 2017. What makes 
Spark special?

Team Members can earn Spark points that 
can be redeemed through an online catalog for 

a wide variety of merchandise or gift cards.

Team Members can earn and give badges for 
consistently living each of the Cultural Beliefs.

The site is available from any computer 
with internet access or via a mobile 

application for tablets and smartphones.
Division President, Maria Ayres, celebrates with Fuel the 
Frontline winners in Puerto Rico.
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SAFETY
Advance Auto Parts is focused on the 
safety of our Team Members and business 
partners. Programs first introduced in 2016 
delivered a 17% year-over-year reduction in 
safety incidents in 2017. We then created a 
consolidated Environmental, Health and Safety 
(EHS) organization that brought our safety 
and occupational health resources into one 
organization to lead and support these efforts.

Our safety process is promoted and summarized 
as: Lead, Investigate, Fix and Educate, or LIFE.

Advance hosts a series of Safety Schools at its 
distribution centers.

            
   

LEAD
All Team Members 
must lead with 
compassion and by 
example. Our belief is 
all injuries, illnesses and 
environmental incidents 
are preventable, and no 
activity is worth risking 
injury or accident

 INVESTIGATE
Encourage and expect 
Team Members to 
report and investigate all 
incidents by identifying 
immediate/root 
causes and develop 
preventative actions.

 FIX
All Team Members are 
expected to recognize 
and stop unsafe 
activity and adverse 
environmental impact. 
Team Members will act 
to correct the hazards 
and/or behaviors to 
promote a sustainable 
work environment.

 EDUCATE
Awareness through 
team huddles, behavior 
recognition and training. 
Advocate safe behaviors, 
work practices, 
tools, and personal 
protective equipment 
and understand 
and learn from our 
incidents, behaviors and 
industry trends.

In 2018, we deployed our EDGE program 
(Explain, Demonstrate, Guide, Enable), a series 
of behavior-based tools designed to reinforce 
safety-related conversations in stores and 
distribution centers.

17% 
year-over-year reduction in safety 
incidents in 2017

7% 
recordable incidents 
have declined overall

  24% 
recordable incidents 
in retail operations 
have declined

We continue to see improvements in our safety 
performance and increased accountability for a safe 
work environment among leadership and Team 
Members. Through the first nine months in 2018, 
recordable incidents have declined by 7% overall, and 
an impressive 24% in our retail operations. This year, 
we also updated and published our EHS Policy.
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Advance Auto Parts is dedicated to 
environmental, health and safety 
excellence. Our Environmental, 
Health and Safety Policy is focused 
on developing and sustaining a 
work environment that promotes 
inclusion and focuses on the 
health, safety and environmental 
well-being of our Team Members and 
business partners.

To this end, we are pursuing a culture free 
of injury, occupational illness and adverse 
environmental exposure by operating 
with professional integrity and in a socially 
responsible manner.

While we are proud of our accomplishments 
to-date, we believe we have an obligation to 
do more. We take this responsibility extremely 
seriously and are looking at ways to further 
reduce and improve our environmental 
impact across our entire organization. We are 
committed to continuing our efforts in this 
area and look forward to sharing additional 
improvements in the future.

PLANET 
REDUCING OUR ENVIRONMENTAL IMPACT

We’re encouraged by the progress we’ve made in building a culture free 
of injury, occupational illness and adverse environmental exposure and 
are committed to doing more in the coming years.

Tom Greco  
President and CEO
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RECYCLING THAT WORKS
With approximately 5,000 Advance Auto Parts 
stores serving as collection sites, responsible 
recycling of used motor oil and lead acid batteries 
is a priority for us, and our programs for both 
are notably efficient. Approximately 90% of used 
motor oil is re-refined and then sold as engine 
and lubricant oils for industrial applications. 
That is roughly 19.8 million quarts of new oil 
products produced from the 5.8 million gallons 
we collected in 2017 alone!

Our lead acid battery recycling story is equally 
impressive. In fact, 99% of the materials in 
a typical automotive battery are reused in 
the production of new batteries. That is the 
highest recycling percentage of any consumer 
product in the United States. In 2017, we 
recycled 130,000 tons of lead acid batteries. 
That is enough battery charge to power 
more than 6 million medium-sized vehicles. 

Advance is a founding member of the Responsible 
Battery Coalition® a coalition of companies, 
academics and organizations committed to the 
responsible life-cycle management of batteries. 
This includes planning for future needs related to 
new battery technologies.

We also have programs to recycle packaging 
materials such as cardboard and stretch wrap. As 
a result, 15,000 tons of cardboard and 500 tons of 
stretch wrap are turned into new products every 
year. We also recycled more than 40,000 gallons 
of used antifreeze/coolant in 2017 and will be 
expanding this program to all new stores in 2019.

Our “re-manufactured” parts program goes back 
more than 80 years. When some auto parts 
are purchased, we charge a “core fee” that is 
refunded to the Customer when the part being 
replaced is returned. Once received, the old 
part is sent back to the manufacturer where it is 
refurbished and then sold as a “re-manufactured” 
part. This process typically uses greater than 85% 
of the original part and requires less energy, less 
oil and less metal than newly manufactured parts. 
Not only do the re-manufactured parts meet 
the same quality and guaranteed performance 
levels as the original parts, they also save our 
Customers money. Our current core return rate 
for automotive batteries is 93%. Our goal for 2019 
is a 95% return rate.Advance Auto Parts is a member 

of the Responsible Battery 
Coalition®, which is committed 
to the responsible life-cycle 
management of batteries.

IN 2017, WE RECYCLED AS MUCH AS:

5,809,6042017

USED MOTOR OIL
(gal)

5,587,540
5,274,482

2016
2015

5002017

STRETCH WRAP
(tons)

444
428

2016
2015

130,3152017

LEAD ACID BATTERIES 
(tons)

127,416
122,830

2016
2015

15,0202017

CARDBOARD 
(tons)

14,819
12,881

2016

2015
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DOING MORE WITH LESS ENERGY
Under a number of initiatives that launched a 
few years ago, we have made great strides to 
improve energy efficiency. The implementation 
of LED lighting, centralized energy management 
and high-efficiency HVAC systems resulted in a 
30% reduction in our annual energy usage within 
our stores in 2017.

One of our more visible efforts included the 
conversion of our store delivery fleet from V6 
pickup trucks to more economical hybrid and 
four-cylinder automobiles, helping to reduce 
both emissions and fuel costs.

We even produce electricity for some of our 
energy needs. Through a partnership with 
SolarCity, a solar array on the roof of our Enfield, 
CT distribution center produces 1.4 gigawatts of 
power annually – enough to power 120 average 
U.S. homes. More importantly, this represents a 
22.8 million-pound carbon offset over 15 years, 
which is the equivalent of planting 1 million trees!

Advance understands the salient risks of our 
business, which has the potential to impact 
climate change and overall greenhouse gas (GHG) 
emissions into the atmosphere. We continue to 
integrate sustainability goals and practices into 
our overall risk management, capital planning 
and business strategy to mitigate our impact and 
reduce our carbon footprint. We track Scope 2 
GHG emissions related to the physical operation 
of our distribution centers, stores and offices. 
We use the Corporate Accounting and Reporting 
Standard provided by the GHG Protocol as 
established by the World Resource Institute (WRI) 
and the World Business Council for Sustainable 
Development (WBCSD).

In 2017, Advance emitted approximately 239,637 
Scope 2 Metric Tons of GHG, in the form of CO2 in 
our operations in the United States and Canada, 
excluding our Worldpac locations. This was a 
17% reduction in Scope 2 GHG emissions in 2017. 
Through the first 9 months of 2018 we have 
further reduced Scope 2 GHG emissions by 5%.

22%
reduction in Scope 2 Carbon emissions 
since 2016

THE SOLAR ENERGY WE PRODUCE

1.4 = 120
Gigawatts of power Annual power 

consumption of 120 
average US homes

22.8M = 1M
Pound carbon offset 

over 15 years
Trees planted

Solar panels on the roof of our Enfield, CT Distribution Center.

LED lighting in the Advance store in Coral City, FL.
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LOOKING AHEAD
In 2019, we expect to implement a company-wide 
Environmental Management System (EMS) that will 
allow us to track, analyze and report our activities 
and projects more effectively. We then plan to 
identify metrics for sustainability improvement. 
Each metric will be assigned targets over a 
multi-year period, and we will provide updates in 
future reports. Our plans for 2019 also include 
a “Sustainability Survey” to elicit ideas from 
Customers and Team Members that may lead to 
additional opportunities for better performance.

As we collect final recycling data early next year 
for 2018, we plan to develop a consolidated 
system to report historical performance in 
recycling used motor oil, cardboard, stretch wrap, 
antifreeze and filters.
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COMMUNITY 
GIVING BACK TO THE COMMUNITIES WHERE WE LIVE AND WORK

The Advance Cares program is the 
umbrella under which our charitable 
and community engagement 
efforts operate. Whether we are 
supporting a cause, sponsoring an 
event or providing volunteers, we are 
demonstrating that Advance Cares 
about our communities.

Advance Cares is guided by the Advance Values – Inspire, Serve and Grow – to act as a responsible 
corporate citizen. And while we understand that there are a variety of worthy causes in every 
community, to maximize our giving and make the greatest possible impact, Advance has chosen to focus 
our charitable efforts through support of the following impact areas:

Advance has helped raise over 
$44 million for JDRF over the past 
24 years.

HEALTH
Improving the health and wellbeing of others.

Advance’s Finance team volunteering 
at a Raleigh, N.C. food bank.

DISASTER RELIEF
Providing timely support to those impacted by disasters such as 
earthquakes, hurricanes, floods and other natural disasters.

Advance has helped raise more than 
$11 million since 2011 for Building 
Homes for Heroes.

MILITARY AND CIVILIANS IN NEED
Helping families to assure their critical needs are met through 
comprehensive, community-based programs, including those 
supporting our military.

Advance Team Members and Customers donated items to 
assist families affected by Hurricane Florence.

Tom Greco, Advance President and CEO, helps gift a new 
home to a veteran and his family in New Bern, N.C.
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Through our in-store campaigns and special 
partner events with suppliers and Customers, 
Advance Auto Parts has supported JDRF in their 
mission to find a cure for Type 1 Diabetes by 
raising more than $44 million for potentially 
life-saving research over the past 24 years. We 
raised $400,000 in the first nine months of 2018.

In 2018, we began our national support of 
the American Heart Association with a special 
company-wide, point-of-sale campaign and 
HeartWalk participation in North Carolina and 
Virginia. Tom Greco, President and CEO served 
as the Walk Chair for the 2018 Triangle Heart 
Walk. The Walk had a record year, raising almost 
$2 million. Through engagement with our stores 
nationally and local walk team fundraising, 
Advance raised $500,000 for the American Heart 
Association in 2018.

We are also a national supporter of Building 
Homes for Heroes, an organization committed 
to providing for brave men and women who 
were injured while serving their country. The 
organization builds or modifies homes, and 
gifts them, mortgage-free, to veterans and their 
families, with a goal of gifting a home every 
eleven days. As one of their largest donors, 
Advance is proud to have raised $2 million 
in 2018 and more than $11 million for this 
organization since 2011. With more than 6,000 
military veterans as fellow Team Members 
and a commitment to hire 10,000 additional 
veterans over the next five years, supporting 
our veterans is very important to all of us at 
Advance. Our commitment to Building Homes for 
Heroes and military veterans was recognized in 
November 2018 as Advance’s President and CEO, 

Tom Greco, was honored at the organization’s 
8th Annual Honoree Dinner for his and Advance’s 
outstanding contributions to the organization.

US Army Specialist Hugo Gonzalez and his family enter their 
new home in Port St. Lucie, FL.

In 2017, we all witnessed the unprecedented 
devastation of Hurricanes Harvey, Irma and 
Maria on the communities in Southern Florida, 
Puerto Rico, Virgin Islands, Southwest and the 
Gulf Coast Regions. The hurricanes were nothing 
short of catastrophic for a number of our 
Advance Team Members and Customers, as well 
as their communities. Advance helped raise over 
$500,000 to support the recovery efforts of Team 
Members and their families who were directly 
affected by these events.

In 2018, our Team Members and Customers 
were again impacted by devastating hurricanes. 
Following Hurricane Florence, we partnered 
with the community to accept relief items at our 
stores for the Food Bank of North Carolina and 
our Raleigh Team Members continue to assist 
the Red Cross with cleanup efforts. We continue 
to support our Team Members with financial 
assistance in the wake of Hurricane Michael.

Advance has supported JDRF 
by raising more than

$44 MILLION
for potentially life-saving 

research over the past 24 years

We began our national 
support of the American Heart 

Association and raised

$500,000
in 2018

Advance is proud to  
have helped raise

$11 MILLION
since 2011 

including $2 million in 2018

Our team helped raise over

$500,000
to support the recovery efforts 

of Team Members and their 
families who were directly 
affected by devastation of 
Hurricanes Harvey, Irma 

and Maria
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LOCAL GIVING CAMPAIGNS
Each Advance location serves within a community having 
unique needs and demographics. Our Local Community 
Impact Program empowers local Advance leaders to make 
local decisions on charitable gifts. One region may choose 
to support a local food bank and another to support a local 
cancer fundraiser. Allowing Team Members to take ownership 
and have connection to their local non-profit organizations. 
All across our company Team Members are supporting the 
communities where they live and work.

In 2017 and 2018, our Team Members pledged more than 
$1 Million in donations to over 300 non-profits throughout the 
country. Our annual giving campaign allows Team Members 
to designate the charity of their choice and spread donations 
throughout the year via payroll deductions. Team Members are 
passionate about the organizations they support both through 
financial donations and volunteer hours.

Advance Auto Parts is Advancing a World in Motion to create 
healthy and safe communities for our Team Members and 
their families. Whether we are providing financial support, 
sponsoring an event or providing volunteers, we are 
demonstrating that Advance Cares about our communities. Our 
mission is to deliver great service with the best solutions in all 
areas of our business including our service to the communities 
where we live and work.Advance Team Members participate in the American Heart Association’s Heart Walk.
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GOVERNANCE

PROVIDING A STRONG 
FOUNDATION
Advance believes that strong corporate 
governance practices reflect the company’s 
Values and support our strategic and financial 
performance in an ethical and sustainable 
manner. The compass of our corporate 
governance practices can be found in our 
By-laws, our Guidelines on Significant Governance 
Issues and our Code of Ethics and Business 
Conduct, which were adopted by our Board 
to guide our company, our Board and our 
Team Members. Obtain more information 
about our corporate governance policies and 
practices, including the Board’s oversight of 
sustainability and enterprise risk, on our website 
at www.AdvanceAutoParts.com under “Highlights” 
in the Investor Relations section and in our 
2018 Proxy Statement. 

CORPORATE GOVERNANCE  
HIGHLIGHTS

 � Annual election of all directors 

 � Directors elected by majority voting 

 � Independent Chair of the Board

 � Over 80 percent of our directors are independent

 � All NYSE-required Board committees consist solely of independent directors

 � Proxy Access right

 � Right to call special meeting by stockholders holding 10 percent of shares with no holding period

 � Regular executive sessions of independent directors

 � Annual evaluation of the Board, Committees and individual directors

 � Strong Guidelines on Significant Governance Issues

 � Board policy on CEO succession planning

 � Policies prohibiting hedging and prohibiting pledging (unless certain stringent requirements are met)

 � Robust stock ownership guidelines for directors and Executive Officers

ADVANCE AUTO PARTS CORPORATE SUSTAINABILITY AND SOCIAL REPORT 2018

ADVANCING A WORLD IN MOTION

INTRODUCTION LETTER FROM OUR CEO ABOUT ADVANCE PEOPLE PLANET  COMMUNITY GOVERNANCE  THANK YOU 24

http://www.AdvanceAutoParts.com/
http://phx.corporate-ir.net/External.File?item=UGFyZW50SUQ9NDAyOTE2fENoaWxkSUQ9LTF8VHlwZT0z&t=1&cb=636596025907270318


THANK YOU!

All of us at Advance appreciate your 
interest in our sustainability and 
social responsibility efforts, and we 
hope you have found this inaugural 
report informative. We are proud 
of what we have accomplished thus 
far and look forward to further 
improvements in the years to come 
as we continue Advancing a World 
in Motion.

Should you have any questions 
or need further information 
you can visit our website 
at AdvanceAutoParts.com  
or send an email to 
Sustainability@Advance-Auto.com.
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iii2018 Proxy Statement

Proxy Statement Summary

Board Responsiveness to Stockholders
As described below, the Board has shown responsiveness to evolving corporate governance best practices by implementing a 
number of enhancements that have been informed by engagement with our stockholders.

Stockholder Engagement in 2017/2018

Outreach

In the Fall of 2017, we initiated our annual stockholder governance outreach. We requested meetings with stockholders 
representing nearly 50% of our outstanding stock and spoke with stockholders representing more than 20% of our 
outstanding stock.

Feedback from stockholders is shared with the Board and the applicable Committees periodically.

Participants

Discussions with our stockholders on governance matters, including our executive compensation practices, generally include 
our Board Chair, Chief Executive Officer (“CEO”), and management representatives from Human Resources/Compensation, 
Investor Relations and office of the General Counsel/Corporate Secretary.

Mr. Smith, our independent Chair of the Board, spoke with stockholders representing more than 20% of our common stock.

Items discussed

Items discussed with stockholders focused on corporate governance such as our recently adopted proxy access by-law 
amendment and the changes to our stockholders’ right to call a special meeting implemented after the annual meeting 
last year, and other matters of interest to individual stockholders or the subject of stockholder proposals. Our discussions 
also focused on executive compensation, particularly the structure of our long-term incentive program, including the mix of 
performance-based to time-based grants and the use of appropriate performance metrics.

We also discussed our strategy and milestones related to our transformation plan.

Responsiveness
The Board values feedback received in the course of stockholder engagement. After considering feedback from 
stockholders over the past three years, we have adopted and implemented executive compensation and governance 
best practices such as:

Proxy Access  3/3/20/20

Right available to a stockholder or group 
of stockholders holding 3% for 3 years 
to nominate up to 20% of the Board. 
Up to 20 stockholders may aggregate 
ownership to reach the 3% ownership.

Board Evaluations/ 
Skill Assessment

 Enhanced Process

Ongoing evaluation of Board 
effectiveness

Right to call a 
Special Meeting

 25%10%, no holding period

Reduced threshold from 25% of 
shares outstanding to 10% of shares 
outstanding and eliminated 1-year 
holding requirement

New Disclosures   Committed to provide enhanced 
disclosure of our Environmental 
Sustainability, Social Responsibility 
and Governance (“ESG”) 
activities and outcomes 
commencing in 2018

See CD&A on page 20 for additional information about dialog with our stockholders related to our compensation program
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In 2017, we embarked on the first full year of 

our five-year transformation plan focused on long- 

term growth and increasing shareholder value. In 

this critical first year, we significantly narrowed 

the comparable sales growth gap versus our 

peers, and drove a 56 percent increase in free 

cash flow. The entire team across all banners 

of Advance Auto Parts, Inc., as well as our 

network of Carquest Independents, performed 

with unrelenting focus throughout the year to 

ensure Customers remained our primary focus.

While the competitive landscape is evolving, 

we have an existing asset base that has been 

underutilized. Our goal is to dramatically improve 

execution across our base business while 

building competitive advantages in growth areas 

such as rapid delivery of parts to professional 

shops and ease of online ordering for both Do-

It-Yourself (DIY) and Professional Customers.

INVESTING IN  
LONG-TERM GROWTH

Throughout 2017, we made investments in our 

Customers, Team Members and technology 

to solidify our Value Proposition and build the 

foundation for long-term growth for the business 

and shareholders. This will remain our highest 

priority as we transform Advance.

We are committed to the long-term opportunity 

ahead for our business and believe these 

investments are integral to our transformation 

efforts as we provide the best brands for our 

Customers and deliver on our Mission: 

Passion for Customers…Passion for Yes!

Financial Highlights for 2017 include:

PASSION FOR CUSTOMERS... 
PASSION FOR YES!

Throughout 2017, we remained steadfast in 

our mission to improve our Customer Value 

Proposition. We recognize that winning long 

term requires an unwavering commitment to 

delivering what matters most 

to our DIY and Professional 

Customers. More importantly, 

understanding the demand 

drivers for different Customers 

enables us to prioritize key 

initiatives within our long-term 

strategic plan.

We will be uncompromising in improving 

the experience for both Professional and 

DIY Customers. Investments in online and 

e-commerce capabilities along with new tools 

and training for our Team Members are important 

elements of this plan.

The increasing use of online search and ordering 

required necessary improvements across our 

digital footprint. To better serve our Customers and 

capture the growing online demand, we launched 

our improved website in mid-2017, providing a 

D E A R  F E L L O W  S H A R E H O L D E R S

— continued 

2017 2016

Total Net Sales
(in billions)

$9.37 $9.57

Diluted EPS $6.42 $6.20

Adjusted EPS $5.37 $7.15

Free Cash Flow
(in millions)

$411 $264

CARE 
FOR OUR 

CUSTOMERS FIRST 
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ENVIRONMENTAL COMMITMENT

In addition to supporting the communities 

where we live and operate, we are acutely 

aware of the environmental responsibility 

we have as a leader in our industry. As an 

organization, we are committed to working with 

our Customers and suppliers to implement 

environmental and socially responsible initiatives.

As part of these ongoing efforts in 2017, we 

recycled approximately 130,000 tons of lead acid 

batteries and nearly six million gallons of motor 

oil, both of which increased as compared to the 

previous year. In addition to increased recycling 

efforts, we continue to focus on overall energy 

efficiency and are pleased with the progress we 

have made during the last five years. This includes 

a 30 percent reduction in energy usage realized 

at our more than 5,000 stores through a variety 

of initiatives such as LED lighting systems and 

signage, centralized energy management systems, 

and installation of high efficiency HVAC systems. 

While we’re proud of our accomplishments to date, 

we have an obligation to do more. We take this 

responsibility extremely seriously and are looking 

at ways to reduce and improve our environmental 
impact across our entire organization. We are 

committed to continuing our efforts in this area and 

look forward to sharing additional improvements in 

the future. 

ADVANCING IN 2018

We’re excited about our plans for 2018 and 

optimistic about the long-term outlook for the 

industry. In addition, we are confident the 

transformational steps we have taken to date 

have resulted in a stronger Advance and will 

improve our competitiveness going forward.

Notably, our ability to provide Professional 

Customers access to a robust assortment 

of brands from both aftermarket and Original 

Equipment Manufacturers (OEM) is an important 

differentiator. We’re ensuring that working with us 

is easy and efficient so that Customers get the parts 

they need, at the right time, and at a fair price. 

No matter what DIY Customers desire, we’ve got 

them covered with high-quality products. Whether 

in-store or online, we will provide them with the 

products, service, support and information they 

need and trust. 

We are still early in our transformation and remain 

laser focused on solidifying and expanding our 

Customer base. We’re also strengthening our 

value proposition across the entire Customer 

Demand Journey in both physical and digital 

assets. We’re investing in technology, improved 

customer service and in our people to ensure a 

differentiated experience. We continue to remove 

unnecessary costs from our system and maintain 

a relentless focus on cash. 

In summary, 2017 was an integral first step in 

our transformation. We move forward into 2018 

with increased determination to achieve our short- 

and long-term goals, and our team is talented, 
focused and ready to win. 

Thank you for your continuing support, trust  

and confidence.

LED LIGHTING 
SYSTEM 

IMPLEMENTATIONS

ENERGY 
MANAGEMENT 

SOLUTIONS

HIGH
EFFICIENCY  

HVAC SYSTEMS

Thomas R. Greco 
President & Chief Executive Officer

Jeffrey C. Smith  
Chairman of the Board
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faster and more frictionless experience while 

increasing the number of SKUs available for online 

shoppers. Third-party reviews of industry websites 

have noted our improved online capabilities.

We’ve also improved the in-store customer 

experience from the moment DIYers come through 

the doors. Independent mystery shoppers have 

reported progress throughout the year resulting 

from our diligent efforts to improve the store 

experience in conjunction with the rollout of 

our new website. Our Team Members leveraged 

enhanced training, enabling better execution.

In 2017, we began the roll-out of Cross Banner 
Visibility which enables all Professional 

Customers, as well as all Advance, Carquest, 

and WorldPac Team Members, to see our entire 

catalog, regardless of banner. This capability 

benefits both DIY and Professional Customers 

and was completed in the first quarter of 2018. 

Further, we introduced AdvancePro, our e-commerce 

engine for Professional Customers. This digital  

platform provides full access to our common  

catalog across all four banners, extending our  

enterprise-wide assortment to all Customers.

These are major steps forward that reinforce the 

importance of our outstanding assortment of 

brands, fast and consistent delivery and the best 

parts people in the industry. Most importantly, 

these initiatives enable us to say “YES” more often!

DRIVING CASH FLOW...
ACTING LIKE OWNERS

Given the substantial margin gap we have with 

industry peers, we’ve embraced frugality as a tenet 

of our corporate culture. In 2017, we made progress 

in productivity improvements, reducing material 

costs and implementing zero based budgeting. We 

expect this agenda to continue to advance into 

2018 and beyond. We’re strengthening, optimizing 

and streamlining our supply chain from end to end. 

Our supply chain strategy is about differentiation, 

improving the customer experience and structural 

cost reduction.

In order to improve cash flow, we implemented 

dramatic enhancements to our working capital 

processes, focused on receivables, payables, 

and inventory. This is already yielding significant 

benefits, driving both free cash flow and return 

on invested capital.

We’re confident about the progress we’ll make 

in each of these areas in 2018 and into the 

future. Without question, our productivity and 

cash agenda is well underway and critical to long- 

term growth.

HIRING AND DEVELOPING  
THE BEST...THROUGHOUT ADVANCE

  

Our Team Members are critical to our success 

both in the field and in our Customer Support 

Center. We need the best parts people in the 

business in our stores and are excited about the 

substantial reductions in turnover we achieved in 

2017. In corporate roles, we are hiring terrific new 

leaders while promoting and empowering others 
from within to strengthen our entire organization. 
People are at the core of all our initiatives, 
and ultimately, our Team Members’ knowledge, 
dedication, and focus will set 
Advance apart from both retail 
and online competitors.

As a result, we have invested, 

and will continue to invest, in 

our Team Members. In 2016, 

we launched Fuel the Frontline, 

which rewards high-performing 

store and field Team Members with shares of 

Advance stock for meeting or exceeding their goals. 

In 2017, we continued to grow Fuel the Frontline 

with literally thousands of Team Members earning 

shares of Advance stock throughout the year. We 

also launched Be An Owner in 2017 to recognize 

top performers in our Customer Support Center 

— continued 
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and Supply Chain teams. Similar to Fuel the 
Frontline, Be An Owner enables Team Members 

to earn Advance stock based on outstanding, 

differentiated performance. Over time, this 

important initiative drives ownership and will 

help reduce turnover. 

Building on the evolution of our Cultural Beliefs 

that began in 2016, we continued to focus on 

Inclusion and Diversity throughout 2017. In line 

with this emphasis across Advance, I am honored 

to be a part of the CEO Action collective. With 

more than 400 participating organizations, we are 

taking an active role to partner with like-minded 

individuals and companies to improve inclusion 

and diversity while sharing and leveraging best 

practices, and ultimately strengthening our focus 

on our people.

During the first full year of focus on the critical Inclusion 

and Diversity initiative, we made substantial 

progress. In 2017, the representation of females 
and minorities in leadership roles increased by 
40 percent. This includes an increase in our 

Executive Committee from 25 percent to nearly 55 

percent as well as an increase among our field-

based store operations leadership to nearly 42 

percent. I am extremely proud of the growth in the  

first year, but remain committed to further evolution 

as we continue to advance our cultural beliefs.

Our Team Member Networks (TMNs) expanded 

to nine official groups to further increase our 

collective focus on inclusion and diversity across 

our entire organization. TMNs are open to anyone 

who has an interest and enable Team Members 

with similar backgrounds, experiences, and/

or interests to come together to create a high-
performance and inclusive culture. TMNs enable 

networking with others across the organization, 

par ticipation in leadership opportunities, 

engagement with local communities in impactful 

ways, and create a collective voice to express 

ideas and concerns. In addition, TMNs inspire 

innovation and build capabilities we believe 

increase our competitive advantage. 

These nine networks embody the Cultural Beliefs of 

Advance and are an important outlet for leveraging 

the skills that our Team Members have to offer.

GIVING BACK
TO OUR COMMUNITIES

As a company committed to corporate citizenship, 

we understand the important role we play in the 

lives of people and the communities where we 

live and serve. During 2017, our Team Members 

dedicated their time and talent to help those 

in the areas of need as North America was 

impacted by some of the most severe natural 

disasters seen in recent memory.

We also continued our corporate level 

partnerships with several national charitable 

organizations, including JDRF and its fight to 

improve the lives of those living with type 1 

diabetes. We’re also proud of our continued 

support of Building Homes for Heroes and the 

brave servicemen and servicewomen they assist 

who have sacrificed so much. With more than 

6,000 military veterans as fellow Team Members 

and a commitment to hire 10,000 additional 

veterans over the next five years, supporting our 

veterans is something very important to all of us 

at Advance.

— continued 
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Worldpac�-�Consists�of�129�branches�as�of�December�30,�2017�that�principally�serve�Professional�customers�utilizing�an

efficient�and�sophisticated�on-line�ordering�and�fulfillment�system.�The�Worldpac�branches�are�generally�larger�than�our

other�store�locations�averaging�approximately�28,000�square�feet�in�size.�Worldpac�specializes�in�imported,�OEM�parts.

Worldpac�s�complete�product�offering�includes�over�120,000�SKUs�for�over�40�import�and�domestic�vehicle�carlines.�

Our�Products�

The�following�table�shows�some�of�the�types�of�products�that�we�sell�by�major�category�of�items:

Parts�&�Batteries Accessories�&�Chemicals Engine�Maintenance

Batteries�and�battery�accessories Air�conditioning�chemicals�and�accessories Air�filters

Belts�and�hoses Air�fresheners Fuel�and�oil�additives

Brakes�and�brake�pads Antifreeze�and�washer�fluid Fuel�filters

Chassis�parts Electrical�wire�and�fuses Grease�and�lubricants

Climate�control�parts Electronics Motor�oil

Clutches�and�drive�shafts Floor�mats,�seat�covers�and�interior�accessories Oil�filters

Engines�and�engine�parts Hand�and�specialty�tools Part�cleaners�and�treatments

Exhaust�systems�and�parts Lighting Transmission�fluid

Hub�assemblies Performance�parts

Ignition�components�and�wire Sealants,�adhesives�and�compounds

Radiators�and�cooling�parts Tire�repair�accessories

Starters�and�alternators Vent�shades,�mirrors�and�exterior�accessories

Steering�and�alignment�parts Washes,�waxes�and�cleaning�supplies

Wiper�blades

We�provide�our�customers�quality�products,�which�many�are�offered�at�a�good,�better�or�best�recommendation�differentiated

by�price�and�quality.�

Our�Customers

Our�Professional�customers�consist�primarily�of�customers�for�whom�we�deliver�product�from�our�store�or�branch�locations

to�their�places�of�business,�including�garages,�service�stations�and�auto�dealers.�Our�Professional�sales�represented

approximately�58%,�58%�and�57%�of�our�sales�in�2017,�2016�and�2015.�We�also�serve�1,218�independently�owned�Carquest

stores�with�shipments�directly�from�our�distribution�centers.�Our�DIY�customers�are�primarily�served�through�our�stores�and�can

also�order�online�to�pick�up�merchandise�at�a�conveniently�located�store�or�have�their�purchases�shipped�directly�to�them.

Except�where�prohibited,�we�also�provide�a�variety�of�services�at�our�stores�free�of�charge�to�our�customers,�including:

� Battery�and�wiper�installation;

� Battery�charging;

� Check�engine�light�reading;

� Electrical�system�testing,�including�batteries,�starters,�alternators�and�sensors;

� �How-To��video�clinics;

� Oil�and�battery�recycling;�and

� Loaner�tool�programs.

We�also�serve�our�customers�online�at�www.AdvanceAutoParts.com.�Our�Professional�customers�can�conveniently�place

their�orders�electronically,�over�the�phone�or�in-store�and�we�deliver�product�from�our�store�or�branch�locations�to�their�places

of�business.�Our�online�websites�also�allow�our�DIY�customers�to�pick�up�merchandise�at�a�conveniently�located�store�or�have

their�purchases�shipped�directly�to�them.
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Merchandise,�Marketing�and�Advertising

In�2017,�we�purchased�merchandise�from�over�600�vendors,�with�no�single�vendor�accounting�for�more�than�9%�of

purchases.�Our�purchasing�strategy�involves�negotiating�agreements�with�most�of�our�vendors�to�purchase�merchandise�over�a

specified�period�of�time�along�with�other�provisions,�including�pricing,�volume�and�payment�terms.

Our�merchandising�strategy�is�to�carry�a�broad�selection�of�high�quality�and�reputable�brand�name�automotive�parts�and

accessories�that�we�believe�will�appeal�to�our�Professional�customers�and�also�generate�DIY�customer�traffic.�Some�of�our

brands�include�Bosch�,�Castrol�,�Dayco�,�Denso�,�Gates�,�Moog�,�Monroe�,�NGK�,�Prestone�,�Purolator�,�Trico��and

Wagner�.�In�addition�to�these�branded�products,�we�stock�a�wide�selection�of�high�quality�private�label�products�that�appeal�to

value-conscious�customers.�These�lines�of�merchandise�include�chemicals,�interior�automotive�accessories,�batteries�and�parts

under�various�private�label�names�such�as�Autocraft�,�Autopart�International�,�Driveworks�,�Tough�One��and�Wearever�as�well

as�the�Carquest��brand.

Our�marketing�and�advertising�program�is�designed�to�drive�brand�awareness,�consideration�and�omni-channel�traffic�by

positioning�Advance�Auto�Parts�as�the�leader�in�parts�availability,�in-store�parts�and�project�expertise�within�the�aftermarket

auto�parts�category.�We�strive�to�exceed�our�customers��expectations�end-to-end�through�a�comprehensive�online�and�pick�up�in-

store�experience,�extensive�parts�assortment,�experienced�parts�professionals,�Professional�programs�that�are�designed�to�build

loyalty�with�our�customers�and�our�DIY�customer�loyalty�program,�Speed�Perks.�Our�DIY�campaign�was�developed�around�a

multi-channel�communications�plan�that�brings�together�radio,�television,�direct�marketing,�social�media,�sponsorships,�store

events�and�Speed�Perks.

Seasonality

Our�business�is�somewhat�seasonal�in�nature,�with�the�highest�sales�usually�occurring�in�the�spring�and�summer�months.�In

addition,�our�business�can�be�affected�by�weather�conditions.�While�unusually�heavy�precipitation�tends�to�soften�sales�as

elective�maintenance�is�deferred�during�such�periods,�extremely�hot�or�cold�weather�tends�to�enhance�sales�by�causing

automotive�parts�to�fail�at�an�accelerated�rate.�Our�fourth�quarter�is�generally�our�most�volatile�as�weather�and�spending�trade-

offs�typically�influence�our�Professional�and�DIY�sales.

Team�Members�

As�of�December�30,�2017,�we�employed�approximately�40,000�full-time�Team�Members�and�approximately�31,000�part-

time�Team�Members.�Our�workforce�consisted�of�86%�of�our�Team�Members�employed�in�store-level�operations,�10%

employed�in�distribution�and�4%�employed�in�our�corporate�offices.�As�of�December�30,�2017,�less�than�1%�of�our�Team

Members�were�represented�by�labor�unions.�We�have�never�experienced�any�labor�disruption.�

Intellectual�Property�

We�own�a�number�of�trade�names,�service�marks�and�trademarks,�including��Advance�Auto�Parts�,��Autopart

International�,��Carquest�,��CARQUEST�Technical�Institute�,��DriverSide�,��MotoLogic�,��MotoShop�,��Worldpac�,

�speedDIAL��and��TECH-NET�Professional�Auto�Service��for�use�in�connection�with�the�automotive�parts�business.�In

addition,�we�own�and�have�registered�a�number�of�trademarks�for�our�private�label�brands.�We�believe�that�these�trade�names,

service�marks�and�trademarks�are�important�to�our�merchandising�strategy.�We�do�not�know�of�any�infringing�uses�that�would

materially�affect�the�use�of�these�trade�names�and�marks�and�we�actively�defend�and�enforce�them.

Competition�

We�operate�in�both�the�Professional�and�DIY�markets�of�the�automotive�aftermarket�industry.�Our�primary�competitors�are

(i)�both�national�and�regional�chains�of�automotive�parts�stores,�including�AutoZone,�Inc.,�NAPA,�O�Reilly�Automotive,�Inc.,

The�Pep�Boys-Manny,�Moe�&�Jack�and�Auto�Plus�(formerly�Uni-Select�USA,�Inc.),�(ii)�discount�stores�and�mass�merchandisers

that�carry�automotive�products,�(iii)�wholesalers�or�jobber�stores,�including�those�associated�with�national�parts�distributors�or

associations,�(iv)�independently�owned�stores,�(v)�automobile�dealers�that�supply�parts�and�(vi)�internet-based�retailers.�We

believe�that�chains�of�automotive�parts�stores�that,�like�us,�have�multiple�locations�in�one�or�more�markets,�have�competitive

advantages�in�customer�service,�marketing,�inventory�selection,�purchasing�and�distribution�as�compared�to�independent

retailers�and�jobbers�that�are�not�part�of�a�chain�or�associated�with�other�retailers�or�jobbers.�The�principal�methods�of

competition�in�our�business�include�customer�service,�product�offerings,�availability,�quality,�price�and�store�location.
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Environmental�Matters�

We�are�subject�to�various�federal,�state�and�local�laws�and�governmental�regulations�relating�to�the�operation�of�our

business,�including�those�governing�collection,�transportation�and�recycling�of�automotive�lead-acid�batteries,�used�automotive

oil�and�other�recyclable�items,�and�ownership�and�operation�of�real�property.�We�sell�products�containing�hazardous�materials�as

part�of�our�business.�In�addition,�our�customers�may�bring�automotive�lead-acid�batteries,�used�automotive�oil�or�other

recyclable�items�onto�our�properties.�We�currently�provide�collection�and�recycling�programs�for�used�lead-acid�batteries,�used

oil�and�other�recyclable�items�at�a�majority�of�our�stores�as�a�service�to�our�customers.�Pursuant�to�agreements�with�third�party

vendors,�lead-acid�batteries,�used�oil�and�other�recyclable�items�are�collected�by�our�Team�Members,�deposited�onto�pallets�or

into�vendor�supplied�containers�and�stored�by�us�until�collected�by�the�third�party�vendors�for�recycling�or�proper�disposal.�The

terms�of�our�contracts�with�third�party�vendors�require�that�they�are�in�compliance�with�all�applicable�laws�and�regulations.�Our

third�party�vendors�who�arrange�for�the�removal,�disposal,�treatment�or�other�handling�of�hazardous�or�toxic�substances�may�be

liable�for�the�costs�of�removal�or�remediation�at�any�affected�disposal,�treatment�or�other�site�affected�by�such�substances.

Based�on�our�experience,�we�do�not�believe�that�there�are�any�material�environmental�costs�associated�with�the�current�business

practice�of�accepting�lead-acid�batteries,�used�oil�and�other�recyclable�items�as�these�costs�are�borne�by�the�respective�third

party�vendors.

We�own�and�lease�real�property.�Under�various�environmental�laws�and�regulations,�a�current�or�previous�owner�or�operator

of�real�property�may�be�liable�for�the�cost�of�removal�or�remediation�of�hazardous�or�toxic�substances�on,�under�or�in�such

property.�These�laws�often�impose�joint�and�several�liability�and�may�be�imposed�without�regard�to�whether�the�owner�or

operator�knew�of,�or�was�responsible�for,�the�release�of�such�hazardous�or�toxic�substances.�Other�environmental�laws�and

common�law�principles�also�could�be�used�to�impose�liability�for�releases�of�hazardous�materials�into�the�environment�or�work

place,�and�third�parties�may�seek�recovery�from�owners�or�operators�of�real�properties�for�personal�injury�or�property�damage

associated�with�exposure�to�released�hazardous�substances.�From�time�to�time,�we�receive�notices�from�the�Environmental

Protection�Agency�and�state�environmental�authorities�indicating�that�there�may�be�contamination�on�properties�we�own,�lease

or�operate�or�may�have�owned,�leased�or�operated�in�the�past�or�on�adjacent�properties�for�which�we�may�be�responsible.

Compliance�with�these�laws�and�regulations�and�clean-up�of�released�hazardous�substances�have�not�had�a�material�impact�on

our�operations�to�date.

Available�Information�

Our�Internet�address�is�www.AdvanceAutoParts.com.�The�information�on�our�website�is�not�part�of�this�Annual�Report�on

Form�10-K�for�2017.�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

Exchange�Act�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.
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Item�1A.�Risk�Factors.�

Our�business�is�subject�to�a�variety�of�risks.�Our�business,�financial�condition,�results�of�operations�and�cash�flows�could�be

negatively�impacted�by�the�following�risk�factors.�These�risks�are�not�the�only�risks�that�may�impact�our�business.�

If�overall�demand�for�the�products�we�sell�slows�or�declines,�our�business,�financial�condition,�results�of�operations�and

cash�flows�will�suffer.�Decreased�demand�could�also�negatively�impact�our�stock�price.

Overall�demand�for�products�sold�by�our�stores�depends�on�many�factors�and�may�slow�or�decrease�due�to�any�number�of

reasons,�including:

� a�decrease�in�the�number�of�vehicles�or�in�the�number�of�annual�miles�driven�or�significant�increase�in�the�use�of

mobile�services,�because�fewer�vehicles�means�less�maintenance�and�repairs,�and�lower�vehicle�mileage,�which

decreases�the�need�for�maintenance�and�repair;

� the�economy,�because�during�periods�of�declining�economic�conditions,�consumers�may�reduce�their�discretionary

spending�by�deferring�vehicle�maintenance�or�repair�and�new�car�purchases,�which�may�impact�the�number�of�cars

requiring�repair�in�the�future;

� the�weather,�because�milder�weather�conditions�may�lower�the�failure�rates�of�automobile�parts�while�extended�periods

of�rain�and�winter�precipitation�may�cause�our�customers�to�defer�elective�maintenance�and�repair�of�their�vehicles;
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Deterioration�in�macro-economic�conditions�or�an�increase�in�fuel�costs�may�have�a�negative�impact�on�our�customers��net

worth,�financial�resources�and�disposable�income.�This�impact�could�reduce�our�customers��willingness�or�ability�to�pay�for

accessories,�maintenance�or�repair�for�their�vehicles,�which�results�in�lower�sales�in�our�stores.�An�increase�in�fuel�costs�may

also�reduce�the�overall�number�of�miles�driven�by�our�customers�resulting�in�fewer�parts�failures�and�a�reduced�need�for

elective�maintenance.

Rising�energy�prices�could�directly�impact�our�operating�and�product�costs,�including�our�store,�supply�chain,�Professional

delivery,�utility�and�product�acquisition�costs.

Because�we�are�involved�in�litigation�from�time�to�time,�and�are�subject�to�numerous�laws�and�governmental

regulations,�we�could�incur�substantial�judgments,�fines,�legal�fees�and�other�costs.

We�are�sometimes�the�subject�of�complaints�or�litigation,�which�may�include�class�action�litigation�from�customers,�Team

Members�or�others�for�various�actions.�From�time�to�time,�we�are�involved�in�litigation�involving�claims�related�to,�among

other�things,�breach�of�contract,�tortious�conduct,�employment,�labor�discrimination,�breach�of�laws�or�regulations�(including

The�Americans�With�Disabilities�Act),�payment�of�wages,�exposure�to�asbestos�or�potentially�hazardous�product,�real�estate�and

product�defects.�The�damages�sought�against�us�in�some�of�these�litigation�proceedings�are�substantial.�Although�we�maintain

liability�insurance�for�some�litigation�claims,�if�one�or�more�of�the�claims�were�to�greatly�exceed�our�insurance�coverage�limits

or�if�our�insurance�policies�do�not�cover�a�claim,�this�could�have�a�material�adverse�effect�on�our�business,�financial�condition,

results�of�operations�and�cash�flows.

We�are�subject�to�numerous�federal,�state�and�local�laws�and�governmental�regulations�relating�to,�among�other�things,

environmental�protection,�product�quality�and�safety�standards,�building�and�zoning�requirements,�labor�and�employment,

discrimination�and�income�taxes.�Compliance�with�existing�and�future�laws�and�regulations�could�increase�the�cost�of�doing

business�and�adversely�affect�our�results�of�operations.�If�we�fail�to�comply�with�existing�or�future�laws�or�regulations,�we�may

be�subject�to�governmental�or�judicial�fines�or�sanctions,�while�incurring�substantial�legal�fees�and�costs,�as�well�as�reputational

risk.�In�addition,�our�capital�and�operating�expenses�could�increase�due�to�remediation�measures�that�may�be�required�if�we�are

found�to�be�noncompliant�with�any�existing�or�future�laws�or�regulations.

We�work�diligently�to�maintain�the�privacy�and�security�of�our�customer,�supplier,�Team�Member�and�business

information�and�the�functioning�of�our�computer�systems,�website�and�other�on-line�offerings.�In�the�event�of�a�security

breach�or�other�cyber�security�incident,�we�could�experience�adverse�operational�effects�or�interruptions�and/or�become

subject�to�legal�or�regulatory�proceedings,�any�of�which�could�lead�to�damage�to�our�reputation�in�the�marketplace�and

substantial�costs.

The�nature�of�our�business�requires�us�to�receive,�retain�and�transmit�certain�personally�identifiable�information�about�our

customers,�suppliers�and�Team�Members,�some�of�which�is�entrusted�to�third-party�service�providers.�While�we�have�taken�and

continue�to�undertake�significant�steps�to�protect�such�personally�identifiable�information�and�other�confidential�information

and�to�protect�the�functioning�of�our�computer�systems,�website�and�other�online�offerings,�a�compromise�of�our�data�security

systems�or�those�of�businesses�we�interact�with�could�result�in�information�related�to�our�customers,�suppliers,�Team�Members

or�business�being�obtained�by�unauthorized�persons�or�adverse�operational�effects�or�interruptions,�which�could�have�a�material

adverse�effect�on�our�business,�financial�condition,�results�of�operations�and�cash�flows.�We�develop,�maintain�and�update

processes�and�systems�in�an�effort�to�try�to�prevent�this�from�occurring,�but�these�actions�are�costly�and�require�constant,

ongoing�attention�as�technologies�change,�privacy�and�information�security�regulations�change,�and�efforts�to�overcome

security�measures�by�bad�actors�continue�to�become�ever�more�sophisticated.

Despite�our�efforts,�our�security�measures�may�be�breached�in�the�future�due�to�a�cyber-attack,�computer�malware�and/or

viruses,�exploitation�of�hardware�and�software�vulnerabilities,�Team�Member�error,�malfeasance,�fraudulent�inducement

(including�so-called��social�engineering��attacks�and��phishing��scams)�or�other�acts.�Unauthorized�parties�may�in�the�future

obtain�access�to�our�data�or�the�data�of�our�customers,�suppliers�or�Team�Members�or�may�otherwise�cause�damage�to�or

interfere�with�our�equipment�and/or�network.�Any�breach,�damage�to�or�interference�with�our�equipment�or�network,�or

unauthorized�access�in�the�future�could�result�in�significant�legal�and�financial�exposure�and�damage�to�our�reputation�that

could�potentially�have�an�adverse�effect�on�our�business.�While�we�also�seek�to�obtain�assurances�that�others�we�interact�with

will�protect�confidential�information,�there�is�always�the�risk�that�the�confidentiality�or�accessibility�of�data�held�or�utilized�by

others�may�be�compromised.�If�a�compromise�of�our�data�security�or�function�of�our�computer�systems�or�website�were�to

occur,�it�could�have�a�material�adverse�effect�on�our�operating�results�and�financial�condition�and�possibly�subject�us�to

additional�legal,�regulatory�and�operating�costs�and�damage�our�reputation�in�the�marketplace.
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Item�3.�Legal�Proceedings.�

Refer�to�discussion�in�Note�14,�Contingencies,�of�the�Notes�to�the�Consolidated�Financial�Statements�included�herein�for

information�relating�to�legal�proceedings.

13

Item�4.�Mine�Safety�Disclosures.�

Not�applicable.
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As�of�December�30,�2017,�December�31,�2016�and�January�2,�2016,�the�entire�amount�of�unrecognized�tax�benefits,�if

recognized,�would�reduce�the�Company�s�annual�effective�tax�rate.�During�2017,�2016�and�2015,�the�Company�recorded�income

tax-related�interest�and�penalties�of�$1.7�million,�$1.9�million�and�$0.1�million�related�to�uncertain�tax�positions�included�in

Provision�for�income�taxes�in�the�accompanying�consolidated�statements�of�operations.�As�of�December�30,�2017�and

December�31,�2016,�the�Company�had�recorded�a�liability�for�potential�interest�of�$4.2�million�and�$2.7�million�and�for

potential�penalties�of�$0.1�million�and�$0.2�million.�The�Company�has�not�provided�for�any�penalties�associated�with�tax

contingencies�unless�considered�probable�of�assessment.�The�Company�does�not�expect�its�unrecognized�tax�benefits�to�change

significantly�over�the�next�12�months.�With�few�exceptions,�the�Company�is�no�longer�subject�to�U.S.�federal,�state�and�local�or

non-U.S.�income�tax�examinations�by�tax�authorities�for�years�before�2013.

F-23

13. Lease�Commitments:
�

Initial�terms�for�facility�leases�are�typically�10�to�15�years,�with�renewal�options�at�five�year�intervals,�and�may�include�rent

escalation�clauses.�As�of�December�30,�2017,�future�minimum�lease�payments�due�under�non-cancelable�operating�leases�with

lease�terms�extending�through�the�year�2059�are�as�follows:

Year Amount

(in�thousands)

2018 $ 484,427

2019 445,143

2020 401,686

2021 340,356

2022 279,734

Thereafter 1,008,507

$ 2,959,853

Net�Rent�Expense

The�following�table�summarizes�net�rent�expense:�

Year�Ended

(in�thousands)
December�30,

2017
December�31,

2016
January�2,
2016

Minimum�facility�rentals $ 483,178 $ 473,596 $ 471,364

Equipment�rentals 24,786 26,897 24,860

Vehicle�rentals 32,670 47,251 47,919

540,634 547,744 544,143

Less:�Sub-lease�income (7,144) (7,379) (7,569)

$ 533,490 $ 540,365 $ 536,574

14. Contingencies:�

The�Company�is�currently�and�from�time�to�time�subject�to�litigation,�claims�and�other�disputes,�including�legal�and

regulatory�proceedings,�arising�in�the�normal�course�of�business.�The�Company�records�a�loss�contingency�liability�when�a�loss

is�considered�probable�and�the�amount�can�be�reasonably�estimated.�Although�the�final�outcome�of�these�legal�matters�cannot�be

determined,�based�on�the�facts�presently�known,�it�is�management�s�opinion�that�the�final�outcome�of�any�pending�matters�will

not�have�a�material�adverse�effect�on�the�Company�s�consolidated�financial�position,�results�of�operations�or�cash�flows.
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The�Company�s�Western�Auto�subsidiary,�together�with�other�defendants�(including�the�Company�and�other�of�its

subsidiaries),�has�been�named�as�a�defendant�in�lawsuits�alleging�injury�as�a�result�of�exposure�to�asbestos-containing�products.

The�plaintiffs�have�alleged�that�certain�products�contained�asbestos�and�were�manufactured,�distributed�and/or�sold�by�the

various�defendants.�Many�of�the�cases�pending�against�the�Company�are�in�the�early�stages�of�litigation.�While�the�damages

claimed�against�the�defendants�in�some�of�these�proceedings�are�substantial,�the�Company�believes�many�of�these�claims�are�at

least�partially�covered�by�insurance�and�historically�asbestos�claims�against�the�Company�have�been�inconsistent�in�fact�patterns

alleged�and�immaterial.�The�Company�does�not�believe�the�cases�currently�pending�will�have�a�material�adverse�effect�on�the

Company�s�financial�position,�results�of�operations�or�cash�flows.�
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15. Benefit�Plans:

401(k)�Plan�

The�Company�maintains�a�defined�contribution�benefit�plan,�which�covers�substantially�all�Team�Members�after�one�year

of�service�and�who�have�attained�the�age�of�21.�The�plan�allows�for�Team�Member�salary�deferrals,�which�are�matched�at�the

Company�s�discretion.�Company�contributions�to�these�plans�were�$14.2�million,�$13.9�million�and�$14.6�million�in�2017,�2016

and�2015.�

Deferred�Compensation�

The�Company�maintains�a�non-qualified�deferred�compensation�plan�for�certain�Team�Members.�This�plan�provides�for�a

minimum�and�maximum�deferral�percentage�of�the�Team�Member�s�base�salary�and�bonus,�as�determined�by�the�Retirement

Plan�Committee.�The�Company�establishes�and�maintains�a�deferred�compensation�liability�for�this�plan.�As�of�December�30,

2017�and�December�31,�2016,�these�liabilities�were�$16.8�million�and�$17.3�million.

�

16. Share-Based�Compensation:

Overview

The�Company�grants�share-based�compensation�awards�to�its�Team�Members�and�members�of�its�Board�of�Directors�as

provided�for�under�the�Company�s�2014�Long-Term�Incentive�Plan�(�2014�LTIP�),�which�was�approved�by�the�Company�s

shareholders�on�May�14,�2014.�The�Company�currently�grants�share-based�compensation�in�the�form�of�stock�appreciation

rights�(�SARs�),�restricted�stock�units�(�RSUs�)�and�deferred�stock�units�(�DSUs�).�All�remaining�restricted�shares,�which�were

granted�prior�to�the�transition�to�RSUs�in�2012,�vested�during�2015.�The�Company�s�grants,�which�have�three�methods�of

measuring�fair�value,�generally�include�a�time-based�service�portion,�a�performance-based�portion�and�a�market-based�portion,

which�collectively�represent�the�target�award.

At�December�30,�2017,�there�were�5.0�million�shares�of�common�stock�available�for�future�issuance�under�the�2014�LTIP

based�on�management�s�current�estimate�of�the�probable�vesting�outcome�for�performance-based�awards.�The�Company�issues

new�shares�of�common�stock�upon�exercise�of�stock�options�and�SARs.�Shares�forfeited�and�shares�withheld�for�payment�of

taxes�due�become�available�for�reissuance�and�are�included�in�availability.�Availability�also�includes�shares�that�became

available�for�reissuance�in�connection�with�the�exercise�of�SARs.�

The�fair�value�of�each�SAR�granted�was�estimated�on�the�date�of�grant�using�the�Black-Scholes�option-pricing�model�with

the�following�weighted�average�assumptions:

Black-Scholes�Option�Valuation�Assumptions 2016 2015

Risk-free�interest�rate�(1) 1.2% 1.3%

Expected�dividend�yield 0.2% 0.1%

Expected�stock�price�volatility�(2) 27.7% 27.3%

Expected�life�of�awards�(in�months)�(3) 55 44
�

(1) The�risk-free�interest�rate�is�based�on�the�U.S.�Treasury�constant�maturity�interest�rate�

having�term�consistent�with�the�expected�life�of�the�award.�
(2) Expected�volatility�is�determined�using�a�blend�of�historical�and�implied�volatility.
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2016 was a year of significant change and 

progress at AAP. To capitalize on the tremendous 

potential of our company, we made substantial 

changes to our leadership team, our strategy, 

and our approach to execution. This included 

transitions on our Board along with our 

management team as we appointed a new 

Chairman of the Board, a new President and 

Chief Executive Officer and a new Chief Financial 

Officer. These organizational changes were 

necessary to develop and implement the change 

we need to dramatically improve performance 

in the coming years. We are confident that a 

revitalized Board of Directors and Leadership 

Team will bring the skills and experiences we need 

to drive value for the benefit of all shareholders. 

A LONG TERM STRATEGY TO WIN 
In developing our strategy, we needed a plan 

to win over the long term. We looked forward, 

assessed the future landscape and conducted 

the most comprehensive piece of industry, 

consumer, and customer research we have ever 

done. Our research further confirmed our belief 

that we have a tremendous opportunity for growth 

in the future. The auto parts industry continues to 

grow above GDP growth rates and is forecasted 

to do so for the foreseeable future. Capturing our 

fair share of this growth is Job #1 as we put the 

customer at the center of everything we do.

Our research and strategy further informed 

us that winning requires us to focus on what 

matters most to our Professional customers and 

Do-It-Yourself (DIY) consumers. More specifically, 

understanding the drivers of choice for these 

critical customer segments laid the foundation 

of a long term strategic business plan. Our 

strategic business plan was several months in 

the making and we could not be more excited 

about how it has come together — driving and 

crystallizing our prospects for the future. Our 

plan focuses on what is needed to win both 

today and in the future; it is comprehensive; it 

is integrated, and it is compelling. We now have 

a very clear five year plan to capitalize on our 

enormous opportunity. 

Our strategy has four major growth drivers that will 

drive shareholder value. We have subsequently 

aligned our organization on these growth drivers:

1. Building an advantaged Supply Chain is the 

foundation of our efforts. Our primary objective is 

to get the right part in the right place at the right 

time. This requires us to raise our game on service 

to our customers and deliver high quality, high 

value parts, accurately, reliably and consistently 

exactly when our customers need them. We are 

making changes in how we distribute, assort and 

deliver parts to our customers, and we’ll do it 

faster, more accurately, and more consistently 

than we do today.

2. In Professional, we are enabling dramatic 

improvements in the customer experience at 

every touchpoint as we ramp up sales and 

service capabilities to earn and maintain first 

call status with new and existing customers. We 

are well positioned with the industry’s strongest 

asset base including:

— continued 

DEAR FELLOW SHAREHOLDERS
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• The deepest brand portfolio in the industry 

• Import expertise with WORLDPAC and 

Autopart International 

• Professional training platforms with Carquest 

Technical Institute and WORLDPAC Technical 

institute, and

• The leading Professional online platform 

We will leverage all our assets more efficiently 

to provide the best availability and experience 

for our Professional customers. We will drive 

scale benefits through best practices, market 

differentiators and technology platforms across 

all of our Professional businesses to make it 

simple to do business with AAP and add value to 

our customers’ businesses with every interaction. 

3. In DIY, we are hard at work strengthening our 

business and are extremely excited about the 

opportunity ahead of us to improve the customer 

experience and build stronger loyalty with DIYers. 

We will look to drive market share by: 

• Growing our DIY customer base led by priority 

customer segments where we are confident 

we have the assets and capabilities  

to succeed.

• Driving frequency as we strengthen and fully 

leverage our Speed Perks loyalty program 

and build momentum around new ways to 

cultivate a much stronger relationship with 

DIY customers.

• Improving the customer experience at each 

touchpoint both in store and by reinventing 

our online experience. 

4. Our growth agenda will be fueled by a robust 

and ongoing Productivity engine that will 

enable us to expand margins and drive growth 

for years to come. We are energized about 

the Productivity pipeline we have constructed for 

the future as we plan to remove at least $500 

million of unnecessary costs over the next 

five years. As we implement our Productivity 

agenda starting in 2017, we will do so with a 

focus on sustainable savings, not short term 

cost reduction, and most importantly, we will 

remove costs thoughtfully without impacting 

our customers.

At the center of all of this — is our Talent and 

Culture — which will support and facilitate our 

ability to execute each initiative. We are making 

sure we have the right talent to succeed, the 

right capabilities to win at the highest level 

and, critically, we are creating a culture which 

is obsessively focused on the customer up and 

down the organization. 

FOCUSED ON OUR MISSION
Passion for Customers... Passion for Yes! 

Our enduring mission is to be passionate about 

serving our customers better than anyone else 

and to be passionate about saying Yes to our 

customers. Our people love and want to say Yes 

to our customers every single time. We will work 

harder every day and with each interaction to 

exceed customer expectations. Delivering great 

service starts with our Team Members. We are 

empowering our team of 74,000 strong to rally 

around our passion for the customer. In doing so, 

we are reinventing our customer service models 

and removing barriers to enable flawless execution 

such that we meet the needs of our customers 

like never before in the history of the company.  

levisco
Highlight

levisco
Highlight



— continued 

2016 HIGHLIGHTS
• Total sales for fiscal 2016 were $9.57 billion 

compared to fiscal 2015 of $9.74 billion 

due to lower comparable store sales, store 

consolidations and closures. 

• On a GAAP basis, diluted net earnings per 

share were $6.20 in fiscal 2016 versus 

$6.40 in fiscal 2015. Adjusted diluted 

earnings per share were $7.15 in fiscal 2016 

versus $7.82 in fiscal 2015. 

• To support our growth and better serve our 

customers, we opened 73 new Advance 

and Carquest company operated stores, 5 

WORLDPAC branches and 1 new WORLDPAC 

distribution center. 

Undoubtedly, our 2016 performance is inconsistent  

with our long term expectations for the company.  

Our performance in 2016 and for several years  

prior to that underline clear opportunities for 

improvement and represent a catalyst for significant 

change. Concurrent with the development of our  

strategic plan, we seized the opportunity to 

create new solutions and capabilities that will 

drive a meaningful impact on our business over 

the long term. In the back half of 2016, we saw 

progress in our pursuit of longer term goals in 

several key areas:

1. To dramatically improve Availability, we 

developed multiple strategies and completed 

several pilot programs across the country to 

develop new ways to improve availability through 

better product assortment, reduced delivery 

times, and lower overall inventory. Our results 

from the pilots were extremely encouraging. As a 

result of these successful pilots, we are rolling 

these strategies out across the country in 2017 

and 2018. We have confidence that the improved 

availability we saw in the lead markets will drive 

incremental sales where it is implemented.

2. We launched our Fuel the Frontline program 

in 2016 which rewards top performing store and 

field Team Members with shares of company 

stock for meeting or exceeding their goals. We 

are making a big investment in our frontline 

Team Members who are critical to serving our 

customers better than anyone else. We firmly 

believe that rewarding our store Team Members 

for accelerating sales and profit growth, creates 

a culture of ownership which will become an 

inherent part of our employee value proposition. 

Part of the journey to evolve our culture is a focus 

on ownership at all levels of the organization. We 

want all our Team Members to be empowered 

and to think and act like owners of our company. 

3. The evolution of our cultural beliefs includes 

an enhanced focus on Inclusion and Diversity  —  

making sure every Team Member feels welcomed, 

valued, respected and heard. As a first step 

on that path, we developed Team Member 

Networks (TMNs). TMNs are groups that allow 

Team Members with similar backgrounds and  

experiences to come together with a common 

goal. These networks are an important outlet for 

leveraging our team’s diverse skills, experiences 

and perspectives. Our first TMN is the Women in  

Motion Network which focuses on the engagement,  

development and growth of our many female Team 

Members. We absolutely believe that inclusion  

and diversity will evolve in our industry and being 

ahead of the curve here will create competitive 

advantages for AAP.
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Thomas R. Greco 
President & Chief Executive Officer

Jeffrey C. Smith  
Chairman of the Board

GIVING BACK TO THE  
COMMUNITIES WE SERVE
We have a long history of giving back to the 

communities we serve. Thanks to the generosity 

of our valued Team Members, customers and 

vendor partners, we continued this tradition 

in 2016 by supporting Building Homes for 

Heroes, Juvenile Diabetes Research Foundation 

(JDRF) and many other worthy organizations. 

With the generous support of our vendors, we 

raised money for Building Homes for Heroes, 

an organization that provides homes to severely 

wounded veterans of Iraq and Afghanistan. We 

also supported JDRF in their fight to eradicate 

Type 1 diabetes. We are also dedicated to 

supporting our Team Members in times of crisis. 

In partnership with the American Red Cross, AAP 

provides immediate support to areas impacted 

by natural disaster. In 2016, we also provided 

funding to our Team Members in need through 

our assistance program. At AAP, we believe 

service extends beyond our doors and into the 

communities where we live and work.

EXECUTING A PLAN TO WIN 
We exited 2016 with strategic clarity and 

momentum that we are carrying into 2017 as our 

comparable store sales performance accelerated 

in the back half of 2016. Undeniably, we are 

stronger today than a year ago with: 

• A company and all its 74,000 Team Members  

aligned around a cohesive strategy

• A focused operating agenda centered on the 

critical metrics that matter most

• A robust and achievable productivity pipeline 

as we eliminate waste and fuel our growth 

• An inspired team with deep rooted industry 

experience combined with new fresh 

perspectives and world class talent joining 

the AAP family

• And most importantly, a common purpose 

and clarity of mission… Passion for 

Customers... Passion for Yes!

This is a new AAP with a clear plan to drive 

value. We’re evolving the culture of the company 

to one that is obsessively focused on the 

customer and one with an exceedingly high 

level of accountability, ownership, and drive for 

results. While we have work ahead of us, we are 

aligned on the path forward and excited by the 

opportunity. We have tremendous confidence in 

our strategy, in our ability to execute, and in our 

Team Members. 

Thank you for your continuing support, your trust, 

and your confidence. 

Sincerely,
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Environmental Responsibility

At Advance Auto Parts, we have a long-standing commitment to protecting our environment through responsible
business practices. We are focused on waste reduction and environmental responsibility across all of our facilities
because we are more than just a business in the towns and cities where we live and serve—we are neighbors.

Recycling that Works

With more than 5,000 locations serving as collection sites, responsible recycling of used motor
oil and lead acid batteries is a priority at Advance, and our programs for both are notably
efficient. More than 90% of used oil is re-refined and then sold as engine and lubricant oils for
industrial applications. In 2017, we recycled more that 5.8 million gallons of oil. That’s
enough oil for more than 2 million families to take cross-country road trips.

Lead acid batteries have an equally impressive recycling story. In fact, 99% of the materials in a
typical automotive battery can be repurposed. That makes it the most recycled consumer product
in the world. In 2017 alone, Advance recycled approximately 130,000 tons of lead acid
batteries. That’s enough battery charge to power more than six million medium-sized vehicles.

According to the United Nations University Institute for the Advanced Study of Sustainability,
global E-waste will increase to almost 50 million tons in 2018.

We take this growing global problem seriously, which is why Advance Auto Parts partners with
electronic waste recycling and reuse providers across all of our banners, including Advance,
Worldpac, Autopart International, and Carquest, in the communities in which we operate. We
have a national contract with a leading IT asset reuse and recover company that securely
destroys data and recovers the value of the hardware through refurbishment and remarketing.
The significant majority of our electronic waste is routed for reuse and recycling options. Our
primary provider is R:2 2013 certified, ISO 14001:2015 certified, and OSHAS 18001:2007
certified.

We also have programs to recycle packaging items such as cardboard and stretch wrap. As a
result, nearly 15,000 tons of cardboard and 500 tons of wrap are turned into new products
every year. We also recycled more than 40,000 gallons of used antifreeze/coolant in 2017
and will be expanding this program to additional stores.

Doing More with Less Energy

Through the implementation of a number initiatives that began five years ago, Advance Auto
Parts has made great strides to improve energy efficiency. The implementation of LED lighting,
centralized energy management, and high-efficiency HVAC systems have resulted in a 30%
reduction in annual store energy usage.

One of our more visible efforts included the conversion of our store delivery fleet from V6 pickup
trucks to more economical four-cylinder automobiles, helping to reduce both emissions and fuel
costs.

We’re even producing our own electricity. Through a partnership with SolarCity, a solar array on
the roof of our Enfield, Connecticut distribution center produces 1.4 gigawatts of power
annually—that’s enough to power nearly 120 average U.S. homes. More importantly, it represents
a nearly 23 million pound carbon offset over 15 years, which is the equivalent of planting
nearly one million trees!
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