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P R E S E N T A T I O N 
 
 
Operator: 
 
Greetings and welcome to The Container Store Fourth Quarter and Fiscal 2015 question and answer 
session.  At this time, all participants are in a listen-only mode.  If anyone should require Operator 
assistance during the conference, please press star, zero on your telephone keypad.  As a reminder, this 
conference is being recorded. 
 
I would now like to turn the conference over to your host, Ms. Jodi Taylor.  Thank you.  Ms. Taylor, you 
may now begin. 
 
Jodi Taylor: 
 
Thank you, Chris.  Good afternoon, everyone, and thanks for joining us today for The Container Store's 
Fourth Quarter and Full Year Fiscal 2015 Q&A Session with the Investment Community.  I am Jodi 
Taylor, Chief Financial Officer.  With me on today's call are Kip Tindell, Chairman and Chief Executive 
Officer; and Melissa Reiff, President and Chief Operating Officer. 
 
This afternoon we issued our fourth quarter and fiscal 2015 results and posted a press release to our 
website.  At that time, we also posted a recording of our prepared remarks as well as a written transcript.  
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In addition, today's Q&A session is being recorded and a replay can be accessed at containerstore.com 
later this evening.  In line with our previously announced change in our fiscal year included in today's 
press release is recast to historical unaudited financial information for the first three quarterly periods of 
2015.  This is also posted on our website under the Investor Relations link.  Results for the March 2016 
fiscal month transition period, as well as the recast historical unaudited financial information for the fourth 
quarter of fiscal 2015, which based on the new fiscal year would have ended on April 2, 2016, are 
expected to be reported when we release our results for the first quarter ending July 2nd of 2016.   
 
Before we begin, I need to remind you that any forward-looking statements we make today are subject to 
the Safe Harbor statements found in our SEC filings and in our press release.   
 
With that, I'll hand the call back over to Chris so we can take your questions. 
 
Operator: 
 
Thank you.  Ladies and gentlemen, we will now be conducting a question-and-answer session.  If you'd 
like to ask a question, please press star, one on your telephone keypad.  A confirmation tone will indicate 
that your line has entered the question queue.  You may press star, two if you would like to remove your 
question from the queue.  For any participants using speaker equipment, it may be necessary to pick up 
your handset before pressing the star key.  One moment please while we poll for all your questions.  
 
Our first question comes from the line of Seth Sigman from Credit Suisse.  Please proceed with your 
question.  
 
Seth Sigman: 
 
Okay.  Thanks for taking the question.  I wanted to start with a question about TCS Closets.  In the 
release you discussed what seems like a seasonal slowdown in the fourth quarter but then improvement 
in March and April.  Can you elaborate on that and give us a sense of maybe how it's contributing now 
and how do you think about it for the full year? 
 
Jodi Taylor:  
 
Sure.  This is Jodi, and I'll take that for you.  As you probably saw, I mean TCS Closets did grow from 
third to fourth quarters.  If you look at all of the stores that had TCS Closets in the third quarter and 
compare their sales to those sales they generated in the fourth quarter, they were actually up 5.1% for 
third and fourth quarter.  We do believe that this is based somewhat on the overall seasonality of our 
business throughout the year.  We do see quite a bit of spike in our volume in our fiscal fourth quarter; 
specifically if you look at our total comp store sales from third to fourth quarter they're 29% higher in 
fourth quarter than in third quarter.  So even though our TCS Closets sales grew nicely the rest of the 
business, i.e., the denominator, changes significantly and this muted the TCS Closets as a percentage of 
total sales.   
 
We think that we have this unique combination of the holidays followed by our ever-important Annual elfa 
Sale and so the holiday period certainly we're learning what may or may not exist as far as seasonality 
there, and then we're of course working on many selling process improvements to be sure that we can 
better integrate selling even more so—you know, we want to look inward as much as we can of TCS 
Closets during this large labor-intensive selling period that we have of the elfa Sale.  We think maybe our 
employees may even have been a little bit more comfortable selling elfa since we have such tenure and 
they've been doing that for years.  So we want to make sure we look for every opportunity we can to 
generate even more sales.   
 
To your last question, we are back to the Q3 levels shortly after the elfa Sale ended and really do believe 
we're in a great position to build on that as the year progresses.  
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Seth Sigman: 
 
Okay.  Thank you for that.  Then just one clarification on the March stub period.  There were a lot of 
moving pieces discussed but if you net it all out, you know, how should we think about comps during that 
March period and then also for the first quarter relative to what you just reported.  Thanks.  
 
Jodi Taylor: 
 
Sure.  As far as March goes—I know we spoke to it a little bit in our remarks here—but the March stub 
period's going to be reported along with our first quarter results in August and we did have as you saw in 
our disclosures a meaningful increase of $4.6 million in deferred revenue at the end of fiscal 2015 and the 
majority of that is—was recognized in our income statement in March from a financial statement 
perspective.  This will—has allowed us to offset largely the impact of the shift in timing of the conclusion 
of the elfa Sale between those two fiscal years.  You'll note that we had our elfa Sale ending two days into 
fiscal 2015, March 2015, versus no days in fiscal March of 2016.  Plus as you know March has the Easter 
holiday closing this year where it didn't last year.  So as a result at a high level we do expect to be able to 
report EPS and Adjusted EBITDA at similar levels to last year in March despite the Easter closing and 
those elfa Sale shift—say that ten times—that occurred in March this year.  
 
Seth Sigman: 
 
Okay, got it.  Thank you. 
 
Operator: 
 
Our next question comes from the line of Chris Horvers from JPMorgan.  Please proceed with your 
question. 
 
Chris Horvers: 
 
Thanks and good evening.  Two questions.  Can you talk about how you think the cadence for the year 
on the comp side is?  The second question is, you mentioned that '16's going to be a big expense 
focused year.  Can you remind us how much you spent this past year on rolling closets and Contained 
Home out, and then sort of what the underlying expense rate savings was aside from that? 
 
Jodi Taylor: 
 
Sure, Chris.  This is Jodi.  I think your first question was the cadence on the comp side, and we did see 
our comps throughout the quarter continue to build and definitely saw that when we were in the month of 
February we saw a real strong conclusion to the end of our elfa Sale which really helped to strengthen the 
quarter's results.   
 
On the SG&A side, we did in fact realize as you've seen in our release just over $6 million of expenses or 
about $0.08 per share in the full fiscal year for rolling out all of our initiatives in fiscal 2015.  Not replicating 
a good portion of those is part of our outlook for savings, but it's much, much deeper than that.  We do 
expect to realize many millions of savings of expenses throughout nearly all areas of our business 
including elfa.  Remember that there are definitely cost inflation in our fiscal '16 numbers that would have 
led to some increases in our baseline SG&A absent any cost actions—things like wage increases and 
other general cost increases.   
 
So what I know you're seeing as you look at our outlook is an opportunity to have meaningful leverage in 
our SG&A expenses even with our conservative sales—comp store sales outlook of negative 1.5 to 
positive 0.5. 
 
Chris Horvers: 



 

4 
ViaVid has made considerable efforts to provide an accurate transcription, there may be material errors, omissions, or inaccuracies in the 
reporting of the substance of the conference call. This transcript is being made available for information purposes only.  
1‐888‐562‐0262    1‐604‐929‐1352    www.viavid.com  

 

 

The Container Store Group, Inc. – Fourth Quarter and Full Year Fiscal 2015 Q&A Session with the Investment 
Community Conference Call, April 25, 2016 

 
Got it.  So just following up on those two.  So the cadence of comp this year do you expect it to build 
throughout the year as we go from 1Q to 4Q?  Then on the savings aspect of that, can you remind us 
how much of it—what was the one-time aspects of what you spent this year in that $0.08? 
 
Jodi Taylor: 
 
Sure.  As far as the cadence of comps for the year, there is of course always going to be some 
seasonality as there's holiday shifts that can impact the quarters, and do remember that we had a change 
in the fiscal year so that the quarters now end one month different than they used to.  So first quarter is 
for example April through June now whereas it was March through May.  So you'll have to take that into 
consideration.  However, we have a couple of assumptions as we think about our comps at a high level 
for fiscal 2016.  One is that we introduced in April 13 actually of last year, free shipping on orders over 
$75.  In the new quarterly cadence that is in place we're up against those sales for the vast majority of 
first quarter and we did see a real strong initial reaction when we created that offer last year.  So we'll be 
up against that throughout the year.  Additionally, with TCS Closets we do think that we will continue to 
gain momentum in TCS Closets as we get even more comfortable with selling that product, and as word 
just continues to spread through our marketing and other media that it is an option for customers and 
more and more foot traffic coming to our stores.   
 
So those are probably the two key drivers, two thought processes as it relates to outlook.  
 
Chris Horvers: 
 
Thanks very much. 
 
Jodi Taylor: 
 
You're welcome. 
 
Operator: 
 
Our next question comes from the line of Steven Forbes from Guggenheim.  Please proceed with your 
question. 
 
Steven Forbes: 
 
Hi guys. 
 
Jodi Taylor: 
 
Hi, Steven. 
 
Steven Forbes: 
 
A quick question on just the EPS guidance for the year.  When you referred to the adjusted EPS 
guidance, is that adding back the adjustments like you do for Adjusted EBITDA.  I guess, I’m just having a 
little trouble reconciling the two? 
 
Jodi Taylor: 
 
We—Steven, this is Jodi, and adjusted EPS, I know there is a bridge that we provide in our press release, 
we do not consider the same adjustments for Adjusted EBITDA that we do for adjusted EPS.  Adjusted 
EPS is largely those items like, for example, in fiscal 2014 we had adjusted EPS.  We did not have that 
for fiscal 2015.  In fiscal 2014, it was largely due to some reorganization costs that we had at our elfa 



 

5 
ViaVid has made considerable efforts to provide an accurate transcription, there may be material errors, omissions, or inaccuracies in the 
reporting of the substance of the conference call. This transcript is being made available for information purposes only.  
1‐888‐562‐0262    1‐604‐929‐1352    www.viavid.com  

 

 

The Container Store Group, Inc. – Fourth Quarter and Full Year Fiscal 2015 Q&A Session with the Investment 
Community Conference Call, April 25, 2016 

subsidiary where they had some one-time expenses that they incurred.  Additionally, they had some one-
time gains associated with—in those consolidation efforts, some gains that they had associated with 
selling an entity and a property. 
 
Steven Forbes: 
 
So that $0.20 to $0.30 not the $0.30 number that you refer to is not adding back pre-opening expenses? 
 
Jodi Taylor: 
 
No, no.  Absolutely, that’s correct. 
 
Steven Forbes: 
 
Okay.  Then I guess, to changing the topic here, as it relates to maybe the smaller footprint you talked 
about.  You mentioned smaller markets, but is it really just smaller markets, because from our visits to the 
stores, there is a lot of open space, right, open customer space and even around the checkout there.  Is 
the opportunity to reduce the footprint by reducing that open space or is it really a reduction in the SKUs 
in the assortment within the store? 
 
Jodi Taylor: 
 
I’ll start and I think probably others that are going to want to hop in here.  Steven, I don’t want to hog all 
the questions here.  We, first of all, let me be clear the smaller footprint store that we intend to pilot in 
fiscal 2017 is by no means anything to do with not being happy or successful in our smaller markets 
where we’ve opened new stores.  We continue to be very pleased with our new stores.  Really its more 
what we think is an opportunity to be able to further optimize and enhance profitability by taking that box 
and really stepping back and re-evaluating what we’re doing.  We don’t believe that it’s something that will 
be in every single smaller market.  It’s something that we’ll just look opportunistically and see where it 
makes sense to do so. 
 
Melissa Reiff: 
 
Yes.  Hi, it’s Melissa.  Yes, we’re going to evaluate it market by market.  But it doesn’t necessarily mean 
its going to be fewer SKUs or necessarily a different assortment.  It’s just going to be a smaller square 
footage and we feel like that 8.3% square footage growth feels like the right level for fiscal 2016, given 
our priorities and then we will evaluate it every year. 
 
William A. (Kip) Tindell, III: 
 
It gives you more flexibility too.  Sometimes there is a great site that’s 18,000 or 19,000 square feet and 
you don’t take it simply because you’re not sure you can merchandise it correctly.  Twenty three is a 
pretty popular box size.  It’s a little bit more competitive than something a little bit smaller than that.  You 
can have a really expensive market.  You can have a smaller market.  You can have all sorts of things 
that will allow the use of that flexibility, and we really think in many cases we can achieve virtually the 
same sales with that smaller footprint, and you know what that does for profitability.  So we’re excited to 
start doing this and see where it leads us. 
 
Melissa Reiff: 
 
Yes. 
 
Steven Forbes: 
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I guess, just so we could plan a visit.  Is there—does that mean there’s going to be a store this year that 
opens up with that smaller footprint or is that not until the following year? 
 
Melissa Reiff: 
 
No.  It’s Melissa.  Yes, its fiscal ’17. 
 
Steven Forbes: 
 
Okay.  Thanks, guys. 
 
Melissa Reiff: 
 
We’ll keep you posted. 
 
Steven Forbes: 
 
Sounds good. 
 
Melissa Reiff: 
 
Thanks. 
 
Jodi Taylor: 
 
Thank you. 
 
Operator: 
 
Our next question comes from the line of Simeon Gutman from Morgan Stanley.  Please proceed with 
your question. 
 
Melissa Reiff: 
 
Simeon? 
 
Operator: 
 
Mr. Gutman, your line is live. 
 
Josh: 
 
Can you hear me? 
 
Melissa Reiff: 
 
Yes, now we can. 
 
Jodi Taylor: 
 
Yes. 
 
Melissa Reiff: 
 
Hi, Simeon. 
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Josh: 
 
Sorry, this is Josh on for Simeon.  Sorry about that. 
 
Melissa Reiff: 
 
Oh, hi, Josh. 
 
Josh: 
 
So you’ve given a lot of color over the past one or two years about the consumers being in a funk.  I’m 
curious as to how you diagnose the current backdrop and whether or not you’re seeing the high-end 
consumer improve? 
 
William A. (Kip) Tindell, III: 
 
Well, I think we’ve mentioned the word ‘funk’ once.  But I think the real buzz word today in retail is of 
course traffic.  Most retailers are a little bit concerned about traffic.  Our friends at Google will tell you that 
90% of retail sales are still bricks and mortar, but the majority of those are digitally influenced.  So you got 
to win before the store.  You’ve to do everything to achieve differentiation and satisfaction at the store 
level, but you really have to win before the store, because that’s how she’s choosing which store she’s 
going to and that’s what impacts really all retailers’ traffic at this point in time.  That we were pleased to 
see traffic improve during the quarter and while traffic continues to be somewhat challenging from most or 
much of the entire retail industry, we’ve seen a gradually improving trend in our traffic in the past few 
quarters.   
 
I think—I don’t know about funk.  I would say that most retailers will tell you that perhaps millennials are 
not quite as consumptive as boomers, they’re more experiential and less theme oriented—I’m just trying 
to talk about things that you read and hear and that I do with the National Retail Federation so much.  
Those are the trends that we see and it’s kind of a neat opportunity to see what you can do to out digitally 
influence your customer base versus other retailers while at the same time looking around and saying 
what can I do better than anybody else?  What am I best equipped at doing?  We really feel like that 
we’re in a unique position to be able to meaningfully increase our average ticket through our custom 
closet, large average ticket initiatives like TCS Closets coupled with our many closet—real closet 
domination, this thing that we just spent a year of rolling out and now have a year’s worth of investment 
in.   
 
So you kind of couple that with highly trained long tenured sales people that The Container Store is 
known for and we’re saying well, let’s see if we can do a better job on traffic than we have in the very 
recent past and that most retailers are doing, while we do what we do best which is closets and average 
ticket.  So, that’s pretty much the strategy and our response to what most retailers might see is sort of a 
sea-change in retail.  So average ticket is a big focus and refusing to acknowledge the traffic can’t 
improve—Josh, sorry.  Yes. 
 
Melissa Reiff: 
 
Yes. 
 
Josh: 
 
Sure.  Since you brought it up, Kip, would you mind delineating between traffic and in ticket growth 
throughout the quarter? 
 
William A. (Kip) Tindell, III: 
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Well, no we don’t break it out, and we’re not going to start breaking it out.  But I will tell you that the retail 
industry is experiencing what its experiencing sort of traffic wise, so we’re saying let’s just make sure we 
continue to improve our traffic numbers, and let’s really kick the ball out of the park or hit the ball out of 
the park when it comes to average ticket, because if you look at where we have muscles we ought to be 
good at average ticket.  By gosh we have been, we’ve been very pleased with our average ticket results, 
but you’ve got to do both or you—what you gain and one you lose in the other.  So, we think we’re 
figuring that out and dealing with the changing sea tide at retail strategically and very effectively and I’m 
very proud of our strategies in dealing with those changes. 
 
Melissa Reiff: 
 
Josh, it’s Melissa.  If I could just add one thing.  You just made me think of it when Kip was talking that the 
whole closet related solutions are absolutely the dominant focusing category for us and of course that has 
a huge average ticket that goes with it.  But we are making it our primary area of expertise and it’s the 
most natural and strategic area for enhanced focus for us and continued differentiation, because we know 
closets and we really do intend to dominate that closets, that custom closet market.   
 
Then we’ve also made—when Kip was talking about win before the store, we’ve made a lot of 
enhancements to our whole digital platform this past year, which we’ve talked about it in the script that 
everything from even more strategic targeting to site personalization to improving our organic search and 
our native search and adding our Container Store Stories which is our lifestyle blogs that we introduced in 
June of 2015.  Now we’re also going to be launching our TCS Difference, which we’re really excited 
about, because that is really a very integrated campaign that’s going to communicate to all of our 
customers what indeed does make our products different and the value and the differentiation of our 
services and also what we stand for as a Company.   
 
So, we feel like those are all really important and good reasons and compelling reasons for our customers 
to shop with us and we’ve got to do a better job in communicating those and we’re going to do that this 
year initially beginning online and then using other channels and platforms as well. 
 
Josh: 
 
Okay.  Thanks for everything. 
 
Melissa Reiff: 
 
Thanks, Josh. 
 
Operator: 
 
Our next question comes from the line of Matthew Fassler from Goldman Sachs.  Please proceed with 
your question. 
 
Matthew Fassler: 
 
Hi, good afternoon.  This is Matt here.  So the first question I’d like to ask you relates to the elfa sale and 
the time of the elfa sale.  You talked about a few million dollars that will spill over from a revenue 
recognition perspective into the next fiscal year.  As we think about the gross margin rate and flow 
through, it looks like that would probably be about $0.03 to earnings.  So I just want to confirm that the 
math we did gets us to the right place there. 
 
Jodi Taylor: 
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Matt, this is Jodi.  That actually spills over into the stub period of March, just to confuse you a bit since we 
changed our fiscal year.  So, the deferred revenues that we had at the end of the fiscal year, at the end of 
February, partly those orders were delivered and/or installed with our customers in March, which allows 
us to offset the Easter shift as well as the shift from timing of the sales.  So, it’s a little bit not quite as 
black and white as what you’ve indicated. 
 
Matthew Fassler: 
 
I guess, yes to my point was that if you think about the underlying demand and you forget about the 
timing change that you probably would have earned $0.02 or $0.03 more in the quarter you just reported? 
 
Jodi Taylor: 
 
I understand exactly what you’re saying.  We’ve incurred expenses… 
 
Matthew Fassler: 
 
Okay. 
 
Jodi Taylor: 
 
Yes, that’s correct.  We have incurred expenses associated with those sales and we didn’t get that 
revenue to book into the year, and Matt you’ve done the right math. 
 
Matthew Fassler: 
 
Was that consistent with the original thinking of timing or did that surprise you a bit with the timing of the 
revenue (inaudible) versus the calendar? 
 
Jodi Taylor: 
 
We actually ended up with a larger surge for sure at the end of the sale than we had expected, as 
indicated by that that comp coming in at 0.2%. 
 
Matthew Fassler: 
 
Got it.  Thank you.  My second question relates to cycling the free shipping for orders of $75 and over.  
Has revenue from that initiative from a run rate perspective continue to build?  In other words, has it 
gotten bigger?  We can’t tell obviously with seasonality just looking at the numbers, but would you expect 
that cycling that would be a big challenge for you or would you say that you had enough momentum build 
in that initiative that it might not (inaudible) cycle as we would have feared? 
 
Jodi Taylor: 
 
You know I—what I expect—Matt, this is Jodi again.  What we talked about previously and been 
consistent since we’ve rolled it out is that we’re generating enough of a high average ticket there to where 
we’ve made it a profitable endeavor for us, which is really exciting and what we had anticipated would 
occur, but just confirm that’s been good.  I know we put in our release and script that the average ticket 
for those free ship online sales has been over $200 at 203 versus the average ticket for the typical online 
sale of $118.  So, that’s made it a successful endeavor.  We did have an initial excitement when it first 
came out, but it is something that we do think has the ability to continue to stay strong.  We don’t know 
where it goes.  We do think that the good news is from a gross margin headwind perspective, it’s once we 
lap the anniversary which as I said was in April of this month, that pressure we had on gross margin 
which was about 65 basis points for the full fiscal year, we expect that will significantly dissipate. 
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Matthew Fassler: 
 
Great.  My final question relates to cap ex.  I believe based on the guide and just a quick look at the press 
release, that it’s coming down nicely year-on-year.  Is that entirely about the store growth or are there 
other elements of the capital plan that will be down year-on-year? 
 
Jodi Taylor: 
 
Matt, this is Jodi.  It is $35 million consolidated, which you’re right it’s down year-over-year.  It’s actually a 
combination.  We had, as you may recall, a significant investment in automation in our distribution center 
that we incurred largely the cost associated with that in fiscal 2015.  So, we’ve wrapped that up, that 
actually has gone online and rare to say, but two weeks early and on budget.  So, we’re excited about 
that and we will get those efficiencies through part of our cost savings program that we’ve discussed.  
Then the balance is I would say about half of it is related directly attributable to the new stores.  But of 
course, capital we invest is largely growth related beyond that as well. 
 
Matthew Fassler: 
 
Great.  Thank you so much guys for the detail. 
 
Jodi Taylor: 
 
Thank you. 
 
Operator: 
 
Our next question comes from the line of Daniel Binder from Jefferies.  Please proceed with your 
question. 
 
Daniel Binder: 
 
Thank you very much.  I think in your outlook you talk about flattish margin for this coming year.  I was 
just curious, if you could speak a little bit to the competitive landscape where you’re seeing on pricing and 
both during the quarter and what you’re seeing currently? 
 
William A. (Kip) Tindell, III: 
 
Well, we’ve always said—its Kip—we’ve always said that everyone and no one is our competition, then 
that continues to be the case.  I mean we’re fortunate in that we have almost no head-to-head 
competition whatsoever.  In our estimation there is not massively more people doing little bits of storage 
and organization here and there.  Everybody from mass merchants to supermarkets has always done a 
little bit of storage and organization there.  In our housewares mix, that doesn’t really seem to be growing.  
What the issue is is the time and convenience— time and convenience is really the competitor to us, to 
any specific retailer.  It’s not head to head.  It’s just time and convenience.  Our stores are an average of 
21 minutes drive time for the average customer.  So if you’re in the mass merchant or you’re online and 
there is a sweater box that you don’t really believe is better than ours or you actually think ours is a better 
value, you still may as a matter of convenience buy that product online since—or in that mass merchant 
since you’re already there.  So we have to be increasingly good enough to cause that extra trip, cause 
that extra step.  Not unlike a great wine store out-dueling a grocery store who’s selling a pretty good 
selection of wine at pretty good prices.  That’s really our competition, that always has been our 
competition as the convenience of technology makes everything more and more available that that’s 
where we really make our focus.  Still the vast majority of our products are proprietary in nature.  We sell 
solutions rather than items, which helps protect us against big online retailers.  So in many ways The 
Container Store is very well positioned competitively.  But we have to do everything that we do better and 
better to get her to make that extra trip, to make that extra click to deal with the fact that no, I want that 
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better shoebox.  It’s just a shoebox.  You’re going to want a better shoe—its just wrapped, its just 
wrapping paper.  You’ve got to want that better wrapping paper and it’s our job to make sure that she 
sees the difference, (inaudible) make that extra step.  Jodi, I know you like to talk about that too.  So what 
more can you add please? 
 
Jodi Taylor: 
 
Yes, Dan, specific to your question about promotional activity, if you look at the fourth quarter in 
particular, we had—if you look at the gross margin year-over-year, you saw it was up 10 basis points on a 
consolidated basis.  The impact year-over-year for promotional activity was a decline in gross margin of 
approximately 40 basis points.  So it’s a relatively small difference.  One of the things that I—when you 
look forward into fiscal 2016 that I wanted to point out is, as I mentioned already, we come up against the 
anniversarying of the free shipping which we know impacted our gross margin by about 65 basis points 
over the course of the year.  We also very much expect and will be more targeting our promotional 
activities, so that we expect very minimal impact to gross margin due to discounting.  We—you’ll recall we 
did a lot of test and learn activities in fiscal 2016 with our growing POP database, really looking at this as 
a year to experiment and try to determine really frankly what we will and we won’t replicate, particularly 
did a lot of that in the second quarter.  So year-over-year we really do expect to be able to moderate 
against the activities promotionally of last year on the whole.  I think that that should be helpful. 
 
William A. (Kip) Tindell, III: 
 
So it’s an important thing.  I mean in that second quarter we tested and learn, we experimented 
particularly with email and we selected those promotional activities that we felt like increased sales the 
most while giving away the least bit of margin.  So we’re excited to take what we learned from that and go 
forward. 
 
Daniel Binder: 
 
If I could just ask one another question, just regarding this finance program that you’ll be introducing.  
Can you give us any color on expectations of what that should do for sales and obviously credit can help 
drive sales, but just curious if you have any sort of initial expectations around what that can do for you? 
 
Jodi Taylor: 
 
Hi, Dan.  It’s Jodi again.  We do intend to launch that fully chain-wide in the summer.  We’ll get into a lot 
more specifics fully once that launches.  We’re holding on on giving all the specifics on that at this point 
that obviously as I think we said before, we believe this should be attractive to customers that are 
purchasing elfa and TCS Closets particularly through the custom closet purchases.  But we also believe 
that customers may find it appealing as well to do completion products, may perhaps run out of check 
book before they run out of the desire to purchase our products.  So, we’re anxious to roll it out and we’ll 
see at that point what happens. 
 
Melissa Reiff: 
 
Yes.  It looks like summer and our partner is Synchrony, which I think we mentioned in the release and 
the script. 
 
William A. (Kip) Tindell, III: 
 
You know. another thing that’s interesting about that is that our store people feel like that so many of our 
elfa customers are actually expanding a home, or building a new house and they currently buy one or two 
closets with that and this will enable them to do more multiple closets simultaneously.  So that should 
help with the average ticket on elfa as well and it makes perfect sense if you’re more closet at once rather 
than one at a time. 
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Daniel Binder: 
 
Do you have any stats on the number of customers that are requesting financing as they do these bigger 
projects? 
 
Melissa Reiff: 
 
It’s Melissa.  We really don’t.  It’s anecdotal, but we’re really encouraged by what we hear and we really 
think that this is going to be a big kind of milestone for our Company and we’re looking forward to selling 
a lot of the big spaces with completion products as Jodi said, utilizing the financing. 
 
William A. (Kip) Tindell, III: 
 
We were very impressed with what furniture retailers taught us about quite affluent couples financing 
fairly low price points and we’re not really offering any estimates what it will mean to our business, but as 
you know TCS Closets has an average ticket of $10,000 and elfa is up there as well, so we’re really 
looking forward to seeing the results of that. 
 
Daniel Binder: 
 
Great.  Thank you. 
 
Melissa Reiff: 
 
Thanks. 
 
Operator: 
 
Our next question comes from the line of Denise Chai from Bank of America Merrill Lynch.  Please 
proceed with your question. 
 
Denise Chai: 
 
Thank you.  I’d like to get more color on your SG&A savings because you said you expected many 
millions of savings.  Could you quantify what’s (inaudible) your guidance and is it a one-year program or 
something that we’re going to see continued benefit from say in the coming year or two? 
 
Jodi Taylor: 
 
Hi, Denise.  It’s Jodi.  Let me provide just a bit more of some of the example areas that are included as 
part of this robust program.  One is in March.  We’ve already announced early this month—or last month, 
I should say, a wage freeze to all of our employees and when doing so the annualized savings from that 
is approximately $5 million of which approximately $2 million is realized this year and the remainder in 
fiscal 2017, because our employees have differing dates for their reviews based on their anniversary 
dates.  We also announced a freeze of our 401k match and that’s approximately $3 million of annual 
savings.  Additionally—let me back up.  The majority of the expenses that’s part of the savings program, 
the biggest portion is coming from payroll and benefits related costs.  Things like I just outlined as well as 
we talked a bit about the distribution center efficiencies we expect to be able to get, both just through 
improved operational efficiencies plus the automation which we expect to save over a million dollars in 
distribution center payroll this year.  We also are looking at wage reductions—or not wage reductions, 
efficiencies in payroll throughout the Company, optimizing our scheduling, improving our efficiencies, not 
filling all open positions.  Throughout literally every area of the business, we have reduced and/or 
renegotiated costs in our business with—and these are costs we do expect we should be able to hold.  
With the prevailing mantra of course being that we don’t want to do anything that’s going to harm our 
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company culture or going to in any way harm sales or the progress of these initiatives like TCS Closets.  
As you can see it’s meaningful leverage in the year expected even with the conservative sales outlook 
and we do expect that many of these expense savings will benefit fiscal 2017 as well. 
 
Denise Chai: 
 
Mm-hmm.  Okay.  Thank you.  Then, just a follow up on that.  So from fiscal say ’12 to ’14, your margin 
was round about 6% or a little bit better.  Do you have a timeline to sort of get back to that level and what 
do you see as the risks and opportunities in terms of margins? 
 
Jodi Taylor: 
 
We haven’t stated a specific timeframe, but we certainly do see an opportunity through controlling of our 
SG&A expenses.  Of course, stabilizing and continuing to see gross margins in the ranges that we talked 
about, leveraging the benefits of our initiative through our comp store sales.  We think it’s important 
obviously to see the benefits of TCS Closets and other efforts.  We do expect that we can see some—
very meaningful improvement to our operating margin.  But to tell you a specific timeframe, I think would 
be imprudent of me to do. 
 
Denise Chai: 
 
Mm-hmm.  Okay, understood.  Thank you so much. 
 
Operator: 
 
There are no further questions at this time.  I will turn the conference back over to Management for any 
closing remarks. 
 
Jodi Taylor: 
 
Thank you everybody for joining us today. 
 
Melissa Reiff: 
 
Yes, we appreciate.  Have a good evening. 
 
William A. (Kip) Tindell, III: 
 
Thanks. 
 
Operator: 
 
Ladies and gentlemen, this does conclude today’s teleconference.  We thank you for your time and 
participation today.  You may disconnect your lines at this time and have a wonderful rest of your day. 
 


