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1Disclaimer

This presentation is for illustration and discussion purposes only and is not intended to be, nor should it be construed or used as, financial, legal,
tax or investment advice. This presentation is not an offer to sell, nor a solicitation of any offer to buy, an interest in any of Legion Partners
Asset Management, LLC’s (“LPAM” or “Legion”) pooled investment vehicles, including co-investment vehicles (each, a “Fund,” and together, the
“Funds”). Interests in the Funds (“Securities”) are not registered under the U.S. Securities Act of 1933, as amended. The Funds will not be
registered under the U.S. Investment Company Act of 1940, as amended. Neither the U.S. Securities and Exchange Commission (“SEC”) nor
any state securities regulator has passed on, or endorsed, the merits of any Securities. The registration of LPAM with the SEC as an investment
adviser does not imply any certain level of skill or training. This presentation applies generally to all Funds and investment projects for which
LPAM provides investment services and advice.

Any indications of interest from prospective investors in response to this presentation involves no obligation or commitment of any kind. Any
offer or solicitation of an investment in the Funds may be made only by delivery of the respective Fund’s Confidential Private Offering
Memorandum or, if not available, the delivery of the definitive limited partnership agreement of the Fund, to qualified prospective investors.

There is no assurance that the Funds or investment projects will achieve their objectives or that their investment strategies will be successful.
Investors may lose all or substantially all of their investment No representation is made that (i) the Funds or investment projects will or are likely
to achieve their investment objectives, (ii) any investor will or is likely to achieve results comparable to any that may be shown in this
presentation or (iii) any investor will be able to avoid incurring substantial losses. Past performance is not a guarantee of future results.

This presentation does not take into account the particular investment objectives or financial circumstances of the recipient. Before making any
investment, you should thoroughly review the relevant offering or other legal documentation, as applicable, with your financial and tax advisor to
determine whether an investment in the Funds or investment project is suitable for you in light of your financial situation.

This presentation is current as of the date indicated on the cover page and does not contain certain material information about the Funds or
investment projects, including important disclosures and risk factors associated with an investment in the Funds or investment projects. This
presentation is subject to further revision and updating. Certain information has been provided by third-party sources and, although believed to
be reliable, it has not been independently verified and its accuracy or completeness cannot be guaranteed.

This presentation is confidential, is intended only for the person to whom it has been delivered and under no circumstance may a copy be
shown, copied, transmitted, or otherwise given to any person other than the authorized recipient without LPAM’s consent.
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Legion Partners

• SEC-registered investment advisor based in Los Angeles, CA; founded in 2012

• Employee-owned; first activist manager ever seeded by CalSTRS

Overview

• Value-oriented activist strategy, focused on small-cap companies

• Concentrated, high-conviction portfolio based on deep fundamental research

• Collaborative engagement with boards and management teams

Strategy

• Each co-founder has over 20 years of activist experience

• Disciplined, repeatable idea generation and execution

• Proven track record of effective shareholder engagement 

Experience

3

Legion seeks to 
generate attractive 
long-term returns 
employing deep 

fundamental 
research, a 

concentrated 
portfolio and 
responsible, 
collaborative 

engagement as a 
catalyst for value 

creation
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Stock Selection: Investment Universe 

North America
________________

Publicly-listed securities of North 
American companies

Small-Cap
________________

Companies with a market capitalization 
of $250 million - $6 billion

Sector Focus
_______________

Key sectors include Consumer, 
Technology, Telecom/Media, Industrials

Governance Factors
_______________

Avoid companies with insurmountable 
governance structure (i.e. dual-class 

stock, >25% inside ownership)

8-12 Core Positions
From universe of 

~1,000 companies

Small-cap market is less efficient, presents better opportunities for 
engagement and offers the greatest upside potential

4
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Strategy & 
Operations

Capital 
Allocation

Leadership

Corporate 
Governance

Investor 
Communication

Strategic 
Alternatives

Areas of Focus of Prior Engagements1

5

1. Logos represent examples of exited investments which were selected by Legion Partners Asset Management (LPAM) to illustrate prior engagements which focused on Key 
Areas outlined on slide #11.
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Effective Engagement

6

1. Information includes commingled investments and co-investments from January 2014 – March 2024; 2. Represents all core positions; Average Hold Period of 38 exited core positions 
is 1.8yrs; 3. This includes board members placed due to Legion settlements and/or agreements (42 directors), and board members added due to Legion advocating for board changes 
and/or through direct influence (35 directors) through March 2024
Determination of scorecard percentages are based on Legion Partners reasonable interpretation of indicated attributes

2.0 yrsAverage Hold Period2

77%# of Board Members Placed3

63%Improved Governance

49%Sale of Co./Assets

45%Improved Communication

47%Improved Capital Allocation

41%Improved Operations

35%C-Suite Replacements

• Successfully placed 77 new board 

members at 27 of our portfolio companies 

since 2016 – over 50% have been women 

and/or ethnically diverse3

• Board changes at more than 50% of our 

core portfolio companies

Highlights
Impact of Legion’s Engagement 
on 49 Historical Core Investments1
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Legion Composite (Net) Russell 2000

Cumulative2
ANNUALIZED (Net)Q1 ‘24

(Net) ITD210 YRS7 YRS5 YRS3 YRS1 YR

476.2%14.9%10.9%13.9%10.0%2.7%31.5%7.7%
Legion Partners 
Composite1,2

287.9%11.3%7.6%7.7%8.1%(0.1%)19.7%5.2%Russell 2000 TR Index

Legion Composite1,2 Performance as of March 31, 2024

1. Legion Partners Composite - a dollar and time weighted returns index of all Legion Partners Commingled Funds and Co-investments2 dating back to August 22, 2011; 2%/20% 
fee model prior to 2014 when all capital was deployed via single-investment co-investment vehicles2; actual fees charged from 2014 onwards; see detailed Notes and Disclosures. 

2. Includes three co-investment projects prior to 2014 Commingled Fund Launch, the projects of which may depart from the industry standard definition of a co-investment project

Past performance is not indicative of future results

Growth of Investment Since Inception

(M
ill
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n

s)
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1

Advance Auto Parts is one of the 4 major auto parts retailers in North America, offering a broad 
selection of automotive replacement parts, accessories, batteries and maintenance items

Advance Auto Parts (AAP)

Source: SEC Filings, Company Presentations
Note: Store data represent Q3 FY 2023 data

320 branches
308 owned 

+
1,307 independents

4,477 stores

Pro (specialized in import 
parts)

Primarily ProDIY & Pro

1
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Business Mix vs. Peers 1

AAP Mix Over TimeAAP Mix (2023)

Source: SEC Filings, Company Presentations, Legion Partners’ Estimates, Capital IQ (4/16/24)
Note: Pies represent full year fiscal data for each company. Note AZO’s fiscal year end was 8/26/23.
AAP EBITDA margin represents adjusted numbers.

Pro %
60%

DIY %
40%

Pro %
47%

DIY % 
53%

Pro %
80% 

DIY %
20% 

Peer Mix (2023) 

GPI acquisition (Carquest & Worldpac) in 2014 increased AAP’s Pro mix

1

TEV: $5.5B
Sales: $11.3B / 4% EBITDA margin  

TEV: $58.5B
Sales: $17.5B / 23% EBITDA margin

Stores: ~6,800

TEV: $22.9B (GPC WholeCo)
Sales: $14.2B / 9% EBITDA margin 

Stores: ~9,800

TEV: $69.5B
Sales: $15.8B / 23% EBITDA margin

Stores: ~5,700

10

Pro %
26% 

DIY %
74% 

27% 30% 32% 34% 37% 38% 40% 
57% 57% 58% 58% 58% 60% 57% 58% 59% 60% 

73% 71% 68% 66% 63% 62% 60% 
43% 43% 43% 42% 42% 40% 43% 42% 41% 40% 

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

Pro % DIY %
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Auto Part Retailers

8% 
5% 

7% 

7% 

73% 

6% 

16% 

11% 

2% 66% 

7% 
10% 

9% 

5% 

69% 

Auto Part Retailer Industry Overview

DIY Pro

AAP’s addressable market is approximately $160B growing at 4% CAGR, which includes the 
auto parts share of professional service provider sales (wholesale) and DIY sales (retail)

Specialty 
repair chains

Service 
stations

Independent 
repair garages

DIY: $75B Pro: $85BTotal Market: $160B

Source: AAIA, Raymond James, Legion Partners’ Estimates
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Strong Fundamental Drivers 2

Source: U.S. Department of Transportation, U.S. Department of Energy, U.S. Census

The growth of US driver, vehicle population, and total vehicle miles traveled, along with the 
continued aging of US light vehicle, continue to drive greater need for maintenance and repair

Shaded areas indicate US recessions

8.9 8.9 
9.6 9.7 9.8 9.8 9.9 10.0 10.1 10.3 10.6 10.9 11.2 11.4 11.4 11.5 11.6 11.7 11.7 11.8 11.9 12.1 12.2 

US Light Vehicle Average Age (# of Years)

191 191 195 196 199 201 203 206 208 210 210 212 212 212 214 218 222 225 228 229 229 233 239 

68% 
67% 

68% 68% 
68% 68% 68% 

68% 69% 68% 
68% 68% 

67% 
67% 67% 

68% 

69% 

69% 70% 70% 70% 
70% 

72% 

65%

67%

69%

71%

73%

75%
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The Number of US Licensed Drivers Continues to Move Higher

Licensed Drivers (mm) Licensed Drivers as % of Population

2.00
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3.00

3.25

3.50

2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020 2022

Moving 12-Month Total Vehicle Miles Traveled (Trillion Miles)

226 
235 235 237 

243 247 251 254 256 254 250 253 254 256 260 264 
269 272 274 276 276 

282 283 

US Registered Vehicles (in Millions)

Pandemic 
pressured miles 
driven in 2020, 

followed by 
ongoing recovery

1
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Aftermarket “Sweet Spot” = 6-13 Years Old

Source: JPMorgan, AAIA, GPC Investor Day

$403 $421 
$474 

$440 $442 $449 $449 
$484 $482 $481 $492 $508 

$541 $559 $570 $585 $598 $603 $614 $627 $607 
$668 

$713 

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Spend Per Vehicle

$403 
$484 

$573 
$644 $671 

$741 $776 
$829 $868 $861 $873 $857 

$776 $802 $812 

1 Yr 2 Yrs 3 Yrs 4 Yrs 5 Yrs 6 Yrs 7 Yrs 8 Yrs 9 Yrs 10 Yrs 11 Yrs 12 Yrs 13 Yrs 14 Yrs 15+ Yrs

Average Annual Repair Cost

“Sweet spot" starts when a vehicle hits 6 years old (shortly after it comes out of the warranty, 
which is usually 3 or 5 years), and lasts till around 13 years old as the owner continues to see 
value in repairs
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Source: Capital IQ (as of 12/4/2023)
Note: Numbers in the chart are indexed to $100 in Oct 2013 (10 years ago) instead of actual stock price

If You Invested $100 in AAP 10 Years Ago… 3

…It would be worth $53 or down by 47% as of 12/4/23, while an investment in AZO would be 
worth $584 (~6x) and an investment in ORLY would be worth $812 (~8x)

1

0
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Dec-13 Dec-14 Dec-15 Dec-16 Dec-17 Dec-18 Dec-19 Dec-20 Dec-21 Dec-22 Dec-23

AAP vs. Peer Stock Performance (Indexed to 100 in Dec 2013)

AAP AZO ORLY

AAP: 53

AZO: 584

ORLY: 812
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Same Store Sales Below Peers

(3%)

0%

3%

6%

9%

12%

15%

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

SSS

AAP AZO ORLY

0%

20%
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80%

100%

120%

140%

160%

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

Cumulative SSS

AAP AZO ORLY

AAP SSS started to lag peers in 2010, and the gap has recently widened

Auto part retailers perform well in recessions as consumers postpone new car purchases and invest 
more in repair and maintenance 

Source: SEC Filings, Legion Partners’ Estimates
Note: FY 2023 data represents actual AZO results, and midpoint of ORLY and AAP full year guidance (FYE same as CYE 12/31). 
AZO FY is different from CY (FYE 2022: 8/27/2022; FYE 2023:8/26/2023). 

Shaded areas indicate US recessions
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EBITDA Margins Below Peers

EBITDA margins show the same widening gap between AAP and peers

3

Source: SEC Filings, Legion Partners’ Estimates
Note: AZO FY is different from CY (FYE 2022: 8/27/2022). AAP data represents Adj. EBITDA margin % 

1

8.0%

10.5%

13.0%

15.5%

18.0%

20.5%

23.0%

25.5%

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

EBITDA Margin %

AAP AZO ORLY
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AAP Supply Chain Has Major Issues Under Surface

4 DCs 

34 DCs 
(Average 125k sq. ft)

12 DCs 
(Average 500k sq. ft)DCs

Separate SKUsSeparate SKUsSeparate SKUsInventory

Own systemsSystems

 Cross banner replenishment 

3

Source: SEC Filings, Legion Partners’ Estimates

So far AAP has spent $356mm on transformation over 6 years and has little to show for it 

1

Partially shared systems



CONFIDENTIAL & PROPRIETARY

6%

5% 

6% 

18

6% – AAP 2024E Adj. EBITDA margin

Structural difference  (rent, 
advertising, business mix)

12% – forecasted AAP Adj. EBITDA margin potential~$150 PT

Additional margin opportunity 
from significant same store 

sales improvement

17% – theoretical AAP Adj. EBITDA margin potential

23% – Peer Adj. EBITDA margin

Margin opportunity through fixable 
supply chain, cost cuts and 
regaining 2% sales growth

AAP EBITDA Margin Potential 31

Source: SEC Filings, Legion Partners’ Estimates
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FCF Opportunity – A/P Inventory Coverage

Source: SEC Filings, Legion Partners’ Estimates 
Note: Assume Worldpac generates $2bn of revenue

3

We assume Worldpac has ~20% A/P inventory coverage ratio, and if rest of AAP can achieve 
120% (which is still below peers), AAP as a whole could reach 100%+

$5,067 

$5,704 

$4,626 

$3,780 

$7,216 

$6,220 

75% 

127% 
134% 

0%

20%

40%

60%

80%

100%

120%

140%

160%

180%

200%

$0

$1,000

$2,000

$3,000

$4,000

$5,000

$6,000

$7,000

$8,000

AAP AZO ORLY

Accounts payable to Inventory ratio

Inventory ($mm) A/P ($mm) Accounts payable to Inventory ratio

$253 

$507 

$760 

$1,013 

$1,267 

80% 85% 90% 95% 100%

AAP FCF improvement from A/P 
Inventory ratio growth

By improving A/P inventory coverage to 100%, AAP could release up to $1.3 billion of FCF

1
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Potential Worldpac Sale Valuation 5

Worldpac valuation range

($mm)

$2,500 $2,250 $2,000 $1,750 $1,500 Sales

11.0% 10.0% 9.0% 8.0% 7.0% EBITDA margin %

$275 $225 $180 $140 $105 EBITDA

12.0x 11.0x 10.0x 9.0x 8.0x EV / EBITDA multiple

$3,300 $2,475 $1,800 $1,260 $840 Worldpac valuation

Worldpac valuation sensitivity analysis at $2bn sales

($mm)

EBITDA margin %

11.0% 10.0% 9.0% 8.0% 7.0% $1,800 

$1,760 $1,600 $1,440 $1,280 $1,120 8.0x 

EV / 
EBITDA 
multiple

$1,980 $1,800 $1,620 $1,440 $1,260 9.0x 

$2,200 $2,000 $1,800 $1,600 $1,400 10.0x 

$2,420 $2,200 $1,980 $1,760 $1,540 11.0x 

$2,640 $2,400 $2,160 $1,920 $1,680 12.0x 

Worldpac is AAP’s crown jewel – our conversations with pro customers show they appreciate 
Worldpac’s product availability and service, and there’s no close #2 in the industry

Source: SEC Filings, Legion Partners’ Estimates

1
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1AAP – Legion’s Activism

Recent Developments

Source: SEC Filings, Capital IQ, Legion Partners’ Estimates

The Path Forward

 In August 2023, new CEO Shane O’Kelly 
is announced

 November 2023, new CFO Ryan 
Grimsland is announced  

 November 2023, announces sale process 
for Worldpac and Canadian business

 November 2023, announces $150M cost 
reduction program

 February 2024 announced additional 
$50M cost reduction program 

 March 2024, announced three new 
directors were added with significant 
supply chain and automotive aftermarket 
experience 

 Monitor sale process for Worldpac

 Hold management accountable for 
substantial margin improvement 

 Ensure supply chain optimization 
proceeds with universal set of SKUs 
and streamlined distribution centers 

 Return excess capital to shareholders

21



CONFIDENTIAL & PROPRIETARY

Section

1AAP – Valuation

Peer analysis and DCF illustrate substantial opportunity for shares of 
AAP to rerate as turnaround unfolds

Notes: Comparable transaction and peer multiples applied against Legion’s FY25E EBITDA 
Source: SEC Filings, Capital IQ, Legion Partners’ Estimates

We believe AAP’s valuation gap vs. peers and its intrinsic value will close as new 
management improves profitability and considers strategic alternatives

+97%

+126%

+50%

$65.98

$99.00 

$129.71 

$149.00 

Current Comparable
Transactions

Comparable Peers DCF
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1Notes and Disclosures

Interests in any of Legion Partners' investment vehicles ("Vehicles") are not offered by this document. An offer may only be made after you have received a
Private Offering Memorandum concerning a Legion Partners Vehicle. This document does not provide all information material to an investor’s decision to
invest in a Legion Partners Vehicle, including, but not limited to, the risk factors. This document should not be construed as investment advice and should be
kept confidential. This document may not be distributed without the prior written consent of Legion Partners Asset Management, LLC. This document is for
informational purposes only and does not constitute a solicitation to purchase interests in a Legion Partners Vehicle. Prospective investors may not subscribe
for interests in a Legion Partners Vehicle until they are determined to have met certain criteria described in the respective Vehicle's Private Offering
Memorandum. Prospective investors are advised to review the Private Offering Memorandum and consult their own advisors regarding any potential
investment in a Legion Partners Vehicle.

The Russell 2000® Index measures the performance of approximately 2,000 small-capitalization companies in the Russell 3000® Index, based on a
combination of their market capitalization and current index membership. The index is unmanaged, market weighted and reflects the reinvestment of
dividends. Due to the differences among the performance shown for the Funds and the performance of the indices shown in these materials, Legion cautions
all potential investors (and recipients of these materials) that no index is directly comparable to the investment strategy of the Fund. Any indices are included
for informational purposes only. It is not possible to invest directly in any index.
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Explore more presentations at VALUExVail.com

https://valuexvail.com/
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