
1



2



3

Safe HarborSafe Harbor

This presentation contains forward-looking statements, including statements relating to future 

revenue growth and goals and future business opportunities that involve substantial risks and 

uncertainties. Such risks and uncertainties include, but are not limited to, general economic 

conditions and our ability to manage our operations and growth. Actual results and developments 

may therefore differ materially from those described in this presentation. For more information 

about PetSmart, Inc., and risks arising when investing in PetSmart, Inc., you are directed to the 

company's Form 10-K, and subsequent Forms 10-Q filed with the Securities and Exchange 

Commission.
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Phil Francis: Chairman and CEOPhil Francis: Chairman and CEO

WelcomeWelcome
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OverviewOverview

Leading pet specialty retailer ~$4.7 billion sales estimate         ~$4.7 billion sales estimate         
for 2007for 2007

Pet services leader Annual services revenue growth Annual services revenue growth 
of more than 20 percentof more than 20 percent

Industry-leading selection 
and value

Competitive, every day           Competitive, every day           
low price strategylow price strategy

Superior brand differentiation
IndustryIndustry--leading customer leading customer 

connections    connections    

Productive national store 
network 

A compelling format and more A compelling format and more 
than 1,000 stores by end of 2007 than 1,000 stores by end of 2007 

Financial flexibility Strong balance sheet and solid Strong balance sheet and solid 
generator of cashgenerator of cash
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Services is growing even faster than 
the total pet market

Market Growth Projections Remain StrongMarket Growth Projections Remain Strong
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Households and Spending Households and Spending 
Continue to IncreaseContinue to Increase

Note: Total pet spend projected using aggregate pet market growth of 6%
Source: APPMA, Bureau of Economic Analysis; Mintel; EuroMonitor; BusinessWeek
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13%

87%

PetSmart Other

Total Pet Supply Pet Services

Source: Nielsen Homescan Data; Pet Products & Services; APPMA 2007-2008 National Pet Owners Survey; Internal Sales data; 
Note: Pet supply market excludes equine and veterinary.

Ample Opportunity to Gain ShareAmple Opportunity to Gain Share

11%

89%

PetSmart Other
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Chip Molloy: Senior Vice President & CFOChip Molloy: Senior Vice President & CFO

Financial ReviewFinancial Review
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A Record of ResultsA Record of Results

2000 2006

Sales $2.2B $4.2B

Stores 533 908

Sales per sq. ft. $163 $208

Services revenue $92M $376M

EPS                               $(0.33) $1.33

Gross margins 23.3% 30.9%
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Meaningful New Store GrowthMeaningful New Store Growth
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New StoresNew Stores

Investment RequirementsInvestment Requirements New Store ModelNew Store Model
(Dollars in thousands)

2000-2006

Capital Expenditures 820$        

Net Inventory Investment 250

Pre-opening Costs 90 

1,160$     

(Dollars in thousands)

Year   
1 2 3 4 5

Total Sales $3,000 3,600 4,000 4,400 4,800
Comp % 20 11 10 9 

EBITDA Margin% 11 14 16 18 

EBITDA ROI% 33 47 61 75 
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Shareholder ReturnsShareholder Returns

$0

$50

$100

$150

$200

$250

$300

$350

2003 2004 2005 2006 2007 YTD

(In
 M

ill
io

ns
)

0%

50%

100%

150%

200%

Dividends Share Repurchases Shareholder Return as a % of Net Income

**

*As of October 8, 2007



17

Total Sales Growth Greater than 10%

Store Growth  Approximately 100 net new per year

LongLong--Range GoalsRange Goals

EPS 15 to 20 percent growth annually

Services Growth                       20 percent growth annually
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Bob Moran: President and COOBob Moran: President and COO

Strategic OverviewStrategic Overview
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U.S. Household Pet OwnershipU.S. Household Pet Ownership
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Delight the Customer  Delight the Customer  

Superior customer experience

Broad national store network

Flexible, customer-friendly formats

Industry-leading assortment and 
innovation

Superior value proposition

Opportunity to forge unparalleled 
connections with our customers
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Operating Excellence  Operating Excellence  

Efficiency

Cost management

Strong processes and standards

Flexibility and reliability

A strong, dependable workforce
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Grow ServicesGrow Services

Grow core grooming and training 
businesses

Provide quality and consistency

Develop the PetsHotel concept

Capitalize on our unique 
product/service model



Differentiate our Brand 

Current FocusCurrent Focus

Deepen Customer 
Relationships

Consistent Execution of the Basics
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David Lenhardt:David Lenhardt:
Senior Vice President, Store Operations and ServicesSenior Vice President, Store Operations and Services

Retail and Services StrategiesRetail and Services Strategies



Differentiate our Brand
•Grow PetsHotel boarding 

and day camp concept
•Provide industry-leading 

grooming and tr
every store

•Facilitate the adoption of 
homel

aining in 

ess pets

Store OperationsStore Operations

Deepen Customer 
Relationships

•Create a consistent 
customer experience

•Build on our customer-
focused culture

Consistent Execution of the Basics
•Create a scalable and efficient model
•Develop our leadership and teams

•Provide tools to drive operational efficiency and consistency
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Operating ExcellenceOperating Excellence

Delight 
the

Customer

Grow 
Services

Operating Excellence
Key Enabler

Customer Experience
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Labor Management SystemLabor Management System

Customer experienceStore Company

Automated & optimized 
scheduling

Enhanced accountability

Greater store ownership

Improved associate 
satisfaction

Improved customer 
service

Better in-stock levels

Faster checkout

Reduced labor expense



29

Merchandise MovementMerchandise Movement

Provides strong product 
presentation

Improves productivity

Frees up hours to engage the 
customer
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Defines store standards and points for field review

Creates focused approach to best leverage visits

Facilitates coaching and                                        
development of store                                            
leadership teams

Provides tools for                                              
follow-up and                                                          
accountability

Store Visit Guide Store Visit Guide 



Store Performance ScorecardStore Performance Scorecard

Measures financial and 
customer experience 
performance

Compares stores and 
districts with their regions 
and across the network

Identifies best practices of 
top-performing stores and 
opportunities in under-
performing stores

Rolled out to District 
Managers in 2007; to Store 
Managers in 2008 

•Total Sales
•Consumable in-stocks
•Non-consumable in-stocks
•Customer satisfaction
•Unleashed mystery shop

- Core store
- Salon

Operational Excellence

•Shrink
•Total payroll efficiency
•Supplies
•Internal audit score
•Turnover rate

•Grooming sales
•Training sales
•Hotel sales

Grow Services

Delighting Customers
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Grow Services Grow Services ––
Meaningful LongMeaningful Long--TermTerm PotentialPotential

Education and development

• Additional academies and 
a stronger curriculum

• Technical certification 

Operating Excellence

• Salon mystery shops

• Scheduling efficiency

Eagle 2

• Increased visibility

• Professional offering
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PetsHotelPetsHotel

Innovative concept that creates 
differentiation and drives traffic

A growing, high-profit potential 
segment

Creates loyalty and increases our 
share of wallet

Significant future potential
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PetsHotel PetsHotel ––
Creating New DemandCreating New Demand

59% of PetsHotel customers had previously used a 
boarding service, with more than 78% rating PetsHotel as 
better than the competition, 97% as good or better

New demand is being 
created with 41% of 
customers having never 
used a boarding service

Source:  PetsHotel Satisfaction Tracking Report Q1 2007, N=815
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Additional Services OfferingsAdditional Services Offerings

“Pawsidential” Service

Morning Stretch Belly Rub Bedtime Story Pillow Gifts
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PetsHotel Customers PetsHotel Customers –– A Valuable SegmentA Valuable Segment

Source: Trackable 12 Month Active PetPerks Customers (June 2006 -- May 2007)

PetsHotel customers spend                     
three times more . . . 

Average total sales, including services

. . and allocate more of their spend on 
products

Average merchandise sales

All 
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spend per 
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Initial 
Prototype

PetsHotel EvolutionPetsHotel Evolution

Enhanced 
Prototype

Two
Formats

Efficient 
Room

Utilization

Demand-driven 
Room/Space 

Allocation

• Modular design 
allowing various 
layouts, while 
retaining key 
hotel elements 
(e.g., bone 
booth)

• Double stacked 
rooms

• Innovative 
space planning

•5,000 square-
foot format

• 3 playrooms  
(vs. 1)

• Reduced lobby 
size

Features

Current format Future vision
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PetsHotel PetsHotel 
ModelModel

(Dollars in thousands) Year   

1 2 3 4 5

Total Sales $601 $793 $982 $1,110 $1,221

Comp Change% 32% 24% 13% 10%

EBITDA Margin% 8%  17% 23%  27%

EBITDA ROI%

-13% 

6%  17%  24%  31%  -8%

$1,542

2%

30%

45%  

Investment Investment 
RequirementsRequirements

(Dollars in thousands)

Cap X 1,050 

Pre-Opening 30

1,080$     

PetsHotel Model PetsHotel Model ––
Fully LoadedFully Loaded

10
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PetsHotel PetsHotel ––
Drives Store ProfitabilityDrives Store Profitability

PetsHotel – Impact on Existing Store

Revenue

Merchandise

Grooming/Pet Training

PetsHotel

Total Revenue

Revenue per sq. ft.

Pre-Tax Income

Pre-Tax Income per sq. ft.

Pre-Tax Margin

Pro-Forma
w/Hotel Variance

$5.4M

$0.3M

$5.7M

$217

$472K

$18

8.4%

$5.6M

$0.4M

$1.2M

$7.2M

$275

$906K

$35

12.7%

$0.2M

$0.1M

27%

92%

432bp

Pro-Forma
Store

Note: Assumes 5 year old hotel and 25,000 foot store.
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PetsHotel PetsHotel –– Projected Build OutProjected Build Out
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PetsHotel Rollout Plan PetsHotel Rollout Plan ––
Accelerating GrowthAccelerating Growth

Number of PetsHotels
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New PetsHotels 35                    50                   70              75
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Providing a Consistently Great Providing a Consistently Great 
Customer ExperienceCustomer Experience
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Francesca Spinelli, PhD: Francesca Spinelli, PhD: 
Senior Vice President, PeopleSenior Vice President, People

Building A Strong TeamBuilding A Strong Team



Differentiate our Brand
•Provide solution selling 

training
•Proprietary services 

accreditations

PeoplePeople

Deepen Customer 
Relationships

•Deliver training that drives 
customer engagement and 

consistency

Consistent Execution of the Basics
•Build on our strength in hiring quality associates

•Increase retention

•Develop our leadership and teams
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A Uniquely Attractive EmployerA Uniquely Attractive Employer

● An emotional, pet-passionate 
category

● Strong, positive culture

● Deep strategic awareness and 
alignment

● High levels of associate pride

● Demonstrated commitment to 
customers and the community
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Top TalentTop Talent

● Ample flow of quality, pet-passionate 
applicants

● Strong tools, processes

- Clearly defined competencies

- Web-based screening

- Interviews conducted on the sales 
floor 

● Continuing to focus on retention

PetSmart stores are staffed to support our growth
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Training and 
experiential 

development

-Business and operating 
skills

-Leadership skills

Performance 
management tools 

that support 
efficiency and 
consistency

Predictive leadership assessment

Succession 
Planning

Creating Strong LeadersCreating Strong Leaders
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Brand & 
Strategy

Customer 
Engagement

Product & 
Services 

Knowledge

Operational 
Knowledge

Selling Skills

Store 
Leadership

• Store operations

• Leadership skills 
and development

• Orientation

• Associate communications

• Category-specific knowledge

• Services academies

• New product training

• Solution selling

• Cross selling

• Pet safety certification

• Store and department 
process certification

• Unleashed training 
and refresher 
courses

• Building customer 
relationships

Training: A Curriculum for ConsistencyTraining: A Curriculum for Consistency
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Ken Hall: Senior Vice President, MerchandisingKen Hall: Senior Vice President, Merchandising

Creating Selection and ValueCreating Selection and Value
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MerchandisingMerchandising

Consistent Execution of the Basics
•In stocks

•Price optimizations
•Supplier collaboration

Differentiate Our BrandDeepen Customer 
Relationships

•Value messaging
•Compelling and 

differentiated 
assortment 

•Proprietary brands
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Pet Food RecallPet Food Recall

• 12% of pet parents changed they way they feed their pet

• 6.0% shifted brands
• 2.4% stopped feeding wet food
• 2.2% switched to home cooked food

• Majority of PetSmart primary shoppers said we did a good job 
handling the recall – higher scores than any competitor’s primary 
shopper graded them

• PetSmart and vendor partners are focused on regaining lost 
customers and sales through incentives and programs

• Heightened awareness and focus on improving controls and    
assuring product quality

• About one-third of the recalled SKUs have                                 
returned to the shelves with the rest anticipated               
back by spring 2008

•Source: Omnibus Surveys  w/o 5/7/07  (1031 pet owners) and 8/7/07 (1642 pet owners)
Example:  PetSmart Vendor Coupon
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Merchandising StrengthsMerchandising Strengths

Price and ValuePrice and Value

● Every day low prices

• Within 3-5 percent 
of the cheapest 
discounter

• Price optimization 
work

● Industry-leading 
selection and variety

• Large, differentiated 
assortment

• Channel-specific 
brands

• Category 
management

Merchandise Merchandise 
AssortmentAssortment

● Strong in-stocks

• Robust 
replenishment and 
store processes

Strong Processes Strong Processes 

Consistently Meeting Customers’ Basic Needs
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Key Initiatives Key Initiatives 

Price and ValuePrice and Value

● Strong value 
perception

• Pricing optimization 
enhancements

• Value messaging

● Compelling, highly 
relevant assortment

• Assortment 
optimization

• Proprietary brands

Merchandise Merchandise 
AssortmentAssortment

● Efficient operations 
and a consistent 
customer experience

• Supplier relationship 
management

• Optimize inventory

Strong Processes Strong Processes 

Aligning the Offering Around the Needs of the Customer
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A Compelling, Differentiated AssortmentA Compelling, Differentiated Assortment

• Aligned with current and 
emerging customer needs

• Optimal breadth, depth and 
range for each product 
category

• Improved merchandise 
productivity
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Natural and Organic FoodsNatural and Organic Foods

• Emerging trend

• Important niche

• First chain to offer certified 
organic food in all of its 
stores 

• Fastest growing food 
category
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Proprietary BrandsProprietary Brands
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Price OptimizationPrice Optimization

• Committed to Every Day Low Price 
strategy

• Developing enhanced tools and 
resources

• Strengthening customer value 
perception

• Solidifying our competitive position 
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Strong Value MessagingStrong Value Messaging

Clear and consistent communications

• Store signage

• Advertising

• Direct mail

• Associates

Vendor collaboration

• Continue to work with largest vendors to 
develop traffic-driving promotions on top 
SKUs
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Supplier Relationship ManagementSupplier Relationship Management

• Strengthening collaboration with top vendors 

• Improving forward-looking sales and shipment forecasts

• Improving scorecards to improve supply chain effectiveness and store 
execution

• Reliable supply and in-stocks

• Compelling, well-executed product promotions

• Strong inventory management 
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IndustryIndustry--Leading Holiday OfferingLeading Holiday Offering

● Deeper and sharper                                              
assortment

● Differentiating and brand                                       
building

● Strong value messaging

● More than 1,300 holiday-themed products, not available anywhere else

● Exclusive holiday-themed loofa toys (Bobo) are seasonal stars
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IndustryIndustry--Leading Holiday OfferingLeading Holiday Offering

● Expanded apparel line

● Coordinated ensembles of collars and leads, bowls, beds and placemats

● Humanization of pets drives new product lines
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The SpaThe Spa
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Mountain WearMountain Wear
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The BeachThe Beach
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HolidayHoliday
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Joe OJoe O’’Leary: Senior Vice President, Supply ChainLeary: Senior Vice President, Supply Chain

An Efficient Supply ChainAn Efficient Supply Chain



Differentiate our Brand 

Current FocusCurrent Focus

Deepen Customer 
Relationships

Consistent Execution of the Basics
•Provide consistent, reliable, accurate service

•Create flexible capacity, infrastructure and systems
•Develop talent and establish PetSmart supply chain as a great place to work

•Drive productivity, reduce costs and leverage the model
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Consistent, Reliable and Accurate ServiceConsistent, Reliable and Accurate Service

Transportation service based on store size and volume drives 
consistently on-time deliveries

Transportation 
network

Delivering merchandise by category (Dog, Cat and Specialty) and 
by aisle (Grocery, Bridge, Premium, Super Premium) makes 
stocking more efficient

Organized, 
quality product 

presentation

Accurate and complete deliveries help drive strong, consistent in-
stocks

Accurate store 
deliveries

Working with key vendors improves on-time and complete deliveries 
and receipts at DCs

Vendor 
collaboration

Providing a consistent customer experience
Making stores easier to run
Driving expense leverage
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Opportunity for Opportunity for 
Working Capital ReductionsWorking Capital Reductions

Vendor collaboration will improve performance:
• Sales and Operations planning

• Supply Chain scorecards

• Store execution of promotions

Improved supply chain practices:
• Cross docking

• Economic order quantities

• Reduced lead time from vendor                                   
to stores
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Standardized infrastructure that is fast, flexible and ahead of the business
• Continue to build out our DC Network

• Flexibility to support all concepts – small stores, new services

Supporting our GrowthSupporting our Growth

DC Network
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Systems

Leveraging Information SystemsLeveraging Information Systems

Improved productivity
Cost leverage

• Improve inventory visibility

• Better accuracy

• Enhanced and defined standards

• Structured training

• Real-time feedback

Complete the successful roll-out of 
warehouse and labor management systems
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Creating a Capable, Engaged WorkforceCreating a Capable, Engaged Workforce

Strong, experienced leadership
• Two corporate vice presidents
• Strengthened DC leadership

Focus on safety
• Dedicated team
• DC safety program delivering results

Emphasis on hiring practices and associate relations
• Hire capable associates and management
• Open communications
• Recognition and team building activities

People
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Leveraging the ModelLeveraging the Model

Vendor integration Collaborative planning and
improved inventory management

Cost 
Reductions

Bringing truckloads to full 
capacity and consolidating loads

Minimizing mileage and 
optimizing network capacity

New DCs

Conversion to combo facilities

Productivity Warehouse and performance 
management systems, process 
improvement and workforce
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Operating ExcellenceOperating Excellence

Making the Business Easier to Run

Consistency, reliability, accuracy

Flexibility, infrastructure and systems

Associate development and work environment

Productivity and cost reduction
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Mary Miller Mary Miller 
Senior Vice President, Chief Marketing OfficerSenior Vice President, Chief Marketing Officer

Be Better TogetherBe Better Together
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Differentiate our Brand
•New national advertising 

for PetsHotels

Marketing Marketing 

Deepen Customer 
Relationships

•Brand advertising
•Online content and 

community
•PetPerks

Consistent Execution of the Basics
•Deliver consistent message of value and selection

•Drive traffic to the store
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Brand 
PromiseAssociates

Advertising

PR

Customer 
Experience

.com

Customer 
Service

Assortment

Services

Building a BrandBuilding a Brand
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“MART”
Efficiency Model

What We Learned from Being a MartWhat We Learned from Being a Mart



7979

Promotional EventsPromotional Events

20th Birthday Party
Driving traffic to our stores and building bonds 
between pet parents and store associates 
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Email Circulars and Newsletters Email Circulars and Newsletters 

E-Perks monthly 
email link to circular

Drive immediate action and 
build brand image and 

engagement

E-details monthly 
newsletter
Enables relevant information 
and news to be targeted to 
customers
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“MART”
Efficiency Model

Supplier of products
Sells premium food
Strong value
Lots of toys
Corrective training
Boarding and kennels
Grooming
Associates

“SMART”
Intimacy & Passion Model

Facilitator of care
Recommends the right diet
Smart prices, strong value image
Helps you find the perfect toy
Connective training
PetsHotels
Customized grooming
Pet Specialists
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Smart Smart ----
Differentiating the BrandDifferentiating the Brand
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Be Better TogetherBe Better Together

Functional Benefit Emotional benefit
Consumer

Participation

New Pet Center Helps you start off right Pet Community

Pet Food Resource Helps you have a long life 
together

Smart Nutrition 
Selector

PetsHotel Peace of mind when you 
can’t be together

On-Line Video Tour
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• Communicates the Smart solution 
of the new pet center

• Drives awareness and participation 
through TV advertising and online 
marketing

“The Gift”

Helps You Start Off RightHelps You Start Off Right
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Pet Community Pet Community ––
ConsumerConsumer--Driven EngagementDriven Engagement

Message Boards allow Pet 
Parents to dialogue about 
topics of interest Pet Profiles provide an opportunity 

to showcase pets and make new 
pet friends

Pet Stories let Pet Parents 
share bits of their pets’ lives 
through photos



86

New Look OnlineNew Look Online
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“Couch”

Helping You Have a Long Life TogetherHelping You Have a Long Life Together

• Communicates the Smart solution 
of advanced nutrition and the 
emotional benefit of a long life 
together

• Brings together the Smart Nutrition 
Selector online and the in-store 
shopping experience
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Content Online:  Smart Solutions CenterContent Online:  Smart Solutions Center

• Smart Selectors

• Product 
recommendations

• 31 how-to videos

• Generating 14,000 on-
line visits per month
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PetPerksPetPerks: Engaging the Customer: Engaging the Customer

PetPerks New Pet 
Program

PetSmart online 
pet community

Pet Perks 
Birthday Program

Associates

PetSmart 
Services and     

in-store 
Community

Adoptions
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Welcome Program
Forming a relationship with new 

customers

“I want to thank 
PetSmart for 

remembering my 
birthday. You’re so 

thoughtful!” - Rambo

Dog and Cat Birthday Program
Making customers and their pets feel 

special

PetPerksPetPerks: Strong Member Benefits: Strong Member Benefits
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Business PartnershipsBusiness Partnerships
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Targeted OffersTargeted Offers

New pet program
Engaging new pet parents with our 
Services
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Attracting New Customers Attracting New Customers 

Customer Acquisition Mailing
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The Pet Food Recall
– E-mailed more than 6 million 

customers
• Included opt-outs due to 

informational topic
• Offered to provide purchase 

history
– Fulfilled over 5,000 

customer purchase history 
requests

“We always wondered what good the information gathered on store 
computers would do - boy, did you show us! Not only do you keep our 
purchasing history for the past year, but used it to show us you cared.”

Timely Response to IssuesTimely Response to Issues
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PostPost--Recall Vendor MailingsRecall Vendor Mailings
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• Raises consumer awareness of this 
highly differentiated offering

• Drives customers to PetsHotel.com to 
find the nearest PetsHotel location and 
to take a virtual tour

“Away from Home”

Peace of Mind When You Peace of Mind When You 
CanCan’’t Be Togethert Be Together



9797



9898


	Market Growth Projections Remain Strong
	Households and Spending �Continue to Increase
	Merchandise Movement
	PetsHotel Customers – A Valuable Segment
	 
	PetsHotel Rollout Plan – �Accelerating Growth
	Top Talent
	Opportunity for �Working Capital Reductions
	Creating a Capable, Engaged Workforce�
	Leveraging the Model
	Operating Excellence
	Smart -- �Differentiating the Brand
	Be Better Together
	Helps You Start Off Right
	Helping You Have a Long Life Together�
	Peace of Mind When You Can’t Be Together�

