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Seven	Corners	Capital	

Sym	 Name	 PPS	 	Shs	O/S		 Proxy	 Rev'd	 	2014	Net	Inc		 2014	EPS	 G	E	15	 	Mkt	Cap		 	SRK	ValuaMon		 IV	/	Sh	 Return	 CoC?	 FCF	%	 14	E	Yld	 15	E	Yld	 Div	%	

Valua'on:	75%	@	9	cash	BO	by	WBA	+	25%	@	4.80	standalone.	

OPEN	ISSUES	/	KEY	FACTS:	
1.  An'trust	Risk	–	see	prior	DD	PDFs.	
2.  Expected	Return	=	75%	complete	merger	at	9,	25%	failed	merger	&	PPS	at	4.80	(see	

below)	
3.  What	is	RAD	worth	standalone?	5?	6?	Traded	~6	before	BO	offer.		
4.  $0.21	TTM	Adj	E	è	3.5%	E	yield	at	6	PPS,	7%	at	3	PPS.	
5.  $0.24	Fwd	Adj	E	è	5%	E	yield	at	4.8	PPS.	

RAD	 Rite	Aid	Corp	 7	 	1,050,000,000		Proxy	 1-May	 	1,000,000		 0.00	 1.10	 	7,350,000,000		 	8,347,500,000		 7.95	 14%	 Y	 0.0%	 0.0%	 15.7%	 0.00%	
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WBA	Q2	16	E	CC	
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Q1	FY	2017	E	PR	



Rite	Aid	/	Walgreens	Arbitrage	
August	2016	

10	

Seven	Corners	Capital	

Q1	FY	2017	E	PR	
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Q1	FY	2017	E	PR	
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Q1	FY	2017	E	PR	
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Q1	FY	2017	E	PR	
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Q1	FY	2017	E	PR	
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Seven	Corners	Capital	

Q1	FY	2017	E	PR	



16	

Sym	 Name	 PPS	 	Shs	O/S		 Proxy	 Rev'd	 	2014	Net	Inc		 2014	EPS	 G	E	15	 	Mkt	Cap		 	SRK	ValuaMon		 IV	/	Sh	 Return	 CoC?	 FCF	%	 14	E	Yld	 15	E	Yld	 Div	%	

Valua'on	=	9.00	cash	/	share.	

Rite	Aid	/	Walgreens	Arbitrage	
January	27,	2016	–	RAD	/	WBA	Merger	Arb	

OPEN	ISSUES	/	KEY	FACTS:	
1.  An'trust	issues	–	do	HH	index	calcula'ons,	address	whether	any	submarkets	exist	
2.  Review	merger	documenta'on	
3.  Determine	value	of	standalone	RAD	(including	taxed	merger	termina'on	fee)	

	

RAD	 Rite	Aid	Corp	 7.78	 	1,050,000,000		 Proxy	 1-May	 	1,000,000		 0.00	 1.10	 	8,169,000,000		 	9,450,000,000		 9.00	 16%	 Y	 0.0%	 0.0%	 14.1%	 0.00%	

Seven	Corners	Capital	
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Rite	Aid	/	Walgreens	Arbitrage	
January	27,	2016	–	RAD	/	WBA	Merger	Arb	
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Rite	Aid	/	Walgreens	Arbitrage	
January	27,	2016	–	RAD	/	WBA	Merger	Arb	
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Rite	Aid	/	Walgreens	Arbitrage	
January	27,	2016	–	RAD	/	WBA	Merger	Arb	

EnMty	 Market	Share	 HHI	Score	 PF	Market	Sh	 PF	HHI	Score	 Notes	
CVS	 23.7	 561.69	 24.2	 585.64	 Assumes	0.5%	market	share	increase	(WBA	dives'tures)	
WBA	 16.1	 259.21	 20.6	 424.36	 Assumes	only	4.5%	market	share	increase	due	to	dives'tures	
ESRX	 12.4	 153.76	 12.8	 163.84	 Assumes	0.4%	market	share	increase	(WBA	dives'tures)	
WMT	 6.1	 37.21	 6.3	 39.69	 Assumes	0.2%	market	share	increase	(WBA	dives'tures)	
RAD	 5.9	 34.81	 0	 0	
UNH	 2.9	 8.41	 3	 9	 Assumes	0.1%	market	share	increase	(WBA	dives'tures)	
KR	 2.8	 7.84	 2.9	 8.41	 Assumes	0.1%	market	share	increase	(WBA	dives'tures)	
SWY	 1.5	 2.25	 1.6	 2.56	 Assumes	0.1%	market	share	increase	(WBA	dives'tures)	
CTRX	 1.3	 1.69	 1.3	 1.69	
TGT	 1.2	 1.44	 1.2	 1.44	
HUM	 1.1	 1.21	 1.1	 1.21	

Prime	Thrx	 1	 1	 1	 1	
DPLO	 0.7	 0.49	 0.7	 0.49	
Ahold	 0.7	 0.49	 0.7	 0.49	
SHLD	 0.5	 0.25	 0.5	 0.25	
TOTAL	 77.9	 1071.75	 77.9	 1240.07	 Market	NOT	concentrated	pre-merger	or	post-merger	

Seven	Corners	Capital	
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Rite	Aid	/	Walgreens	Arbitrage	
January	27,	2016	–	RAD	/	WBA	Merger	Arb	
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Rite	Aid	/	Walgreens	Arbitrage	
January	27,	2016	–	RAD	/	WBA	Merger	Arb	
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Rite	Aid	/	Walgreens	Arbitrage	
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Rite	Aid	/	Walgreens	Arbitrage	
January	27,	2016	–	RAD	/	WBA	Merger	Arb	
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Rite	Aid	/	Walgreens	Arbitrage	
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Rite	Aid	/	Walgreens	Arbitrage	
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Rite	Aid	/	Walgreens	Arbitrage	
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Rite	Aid	/	Walgreens	Arbitrage	
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Rite	Aid	/	Walgreens	Arbitrage	
January	27,	2016	–	RAD	/	WBA	Merger	Arb	
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Rite	Aid	/	Walgreens	Arbitrage	
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Rite	Aid	/	Walgreens	Arbitrage	
January	27,	2016	–	RAD	/	WBA	Merger	Arb	
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Symbol	 Name	 PPS	 	Shs	O/S		 Proxy	 Rev'd	 	2014	Net	Inc		 2014	EPS	 G	E	15	 	Mkt	Cap		 	SRK	ValuaMon		 IV	/	Sh	 Return	 CoC?	 FCF	%	 14	E	Yld	 15	E	Yld	 Div	%	

Valua'on	=	9	cash	/	share	from	WBA.	
RAD	 Rite	Aid	Corp	 7.86	 	1,050,000,000		 Proxy	 1-Jan	 	1,000,000		 0.00	 1.10	 	8,253,000,000		 	9,450,000,000		 9.00	 15%	 Y	 0.0%	 0.0%	 14.0%	 0.00%	

RAD	script	to	employees:		hops://www.sec.gov/Archives/edgar/data/84129/000110465915073782/a15-21848_38k.htm	
	
It’s	important	to	keep	in	mind	that	this	news	is	just	the	first	step	in	a	lengthy	process.	The	transac'on	is	subject	to	Rite	Aid	shareholder	and	regulatory	approvals	and	other	
customary	closing	condi'ons.	Both	Rite	Aid	and	Walgreens	Boots	Alliance	have	had	extensive	consulta'on	with	an'-trust	counsel,	and	based	upon	the	complementary	
nature	of	the	market	profiles	of	both	companies,	and	the	amount	of	pharmacy	counters	in	the	U.S.,	we	do	not	believe	the	combina'on	should	cause	regulatory	concern.	
Nonetheless,	under	the	terms	of	the	merger	agreement,	Walgreens	Boots	Alliance	can	divest	some	stores	if	needed	to	obtain	FTC	approval.	
		
We	expect	the	transac'on	to	close	in	the	second	half	of	calendar	2016.	Upon	comple'on	of	the	merger,	Rite	Aid	will	be	a	wholly	owned	subsidiary	of	Walgreens	Boots	
Alliance,	and	is	expected	to	ini'ally	operate	under	its	exis'ng	brand	name.	Working	together,	decisions	will	be	made	over	'me	regarding	the	integra'on	of	the	two	
companies.	
		

Seven	Corners	Capital	



Rite	Aid	/	Walgreens	Arbitrage	
December	1,	2015	–	RAD	/	WBA	Arb	
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Rite	Aid	/	Walgreens	Arbitrage	
December	1,	2015	–	RAD	/	WBA	Arb	
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Merger	Agreement	(cont’d)	

An'trust	

Transac'on	
Funding	

Seven	Corners	Capital	



Rite	Aid	/	Walgreens	Arbitrage	
December	1,	2015	–	RAD	/	WBA	Arb	
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Note	excep'on	
of	clause	(C)	

Seven	Corners	Capital	



Rite	Aid	/	Walgreens	Arbitrage	
December	1,	2015	–	RAD	/	WBA	Arb	
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Rite	Aid	/	Walgreens	Arbitrage	
December	1,	2015	–	RAD	/	WBA	Arb	

40	

No	financing	out	

Seven	Corners	Capital	



Rite	Aid	/	Walgreens	Arbitrage	
December	1,	2015	–	RAD	/	WBA	Arb	
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Rite	Aid	/	Walgreens	Arbitrage	
December	1,	2015	–	RAD	/	WBA	Arb	
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Key	Term	–	TTM:	Q2:	347MM;	Q1:	299MM;	
Q4:	343MM;	Q3:	333MM.	Total:	1.322B	

Seven	Corners	Capital	
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