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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

FORM 10-Q

(Mark One)

XQUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the quarterly period ended April 30, 2017

-OR -

.TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the transition period from to

Commission file number 1-8207

THE HOME DEPOT, INC.

(Exact name of Registrant as specified in its charter)

Delaware 95-3261426

.(State or ther ] urlsdlcFlon‘ of (I.R.S. Employer Identification Number)

incorporation or organization)

2455 Paces Ferry Road, Atlanta, Georgia 30339

(Address of principal executive offices)  (Zip Code)

(770) 433-8211

(Registrant’s telephone number, including area code)

(Former name, former address and former fiscal year, if changed since last report)

Indicate by check mark whether the Registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of

the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the Registrant

was required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes x

No ™

Indicate by check mark whether the Registrant has submitted electronically and posted on its corporate Web site, if

any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T

(§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the Registrant was required

to submit and post such files). Yes x No ~

Indicate by check mark whether the Registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,

a smaller reporting company, or an emerging growth company. See the definitions of "large accelerated filer,"

"accelerated filer," "smaller reporting company," and "emerging growth company" in Rule 12b-2 of the Exchange

Act.

Large accelerated Accelerated Non-accelerated filer ~ Smaller reporting company
filer x filer ~ (Do not check if a smaller reporting company) p £ pany
Emerging growth company ~ If an emerging growth company, indicate by check mark if the registrant has

elected not to use the extended transition period for complying with any new
or revised financial accounting standards provided pursuant to Section 13(a)
of the Exchange Act. ~

Indicate by check mark whether the Registrant is a shell company (as defined in Rule 12b-2 of the Exchange

Act). Yes "No x

APPLICABLE ONLY TO CORPORATE ISSUERS:
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Indicate the number of shares outstanding of each of the issuer’s classes of common stock, as of the latest practicable
date.
1,195,554,970 shares of common stock, $0.05 par value, as of May 16, 2017
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PART I. FINANCIAL INFORMATION

Item 1.Financial Statements

THE HOME DEPOT, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
(Unaudited)

amounts in millions, except share and per share data April 30, January 29,

2017 2017
ASSETS
Current Assets:
Cash and Cash Equivalents $3,565 $2,538
Receivables, net 2,164 2,029
Merchandise Inventories 13,609 12,549
Other Current Assets 558 608
Total Current Assets 19,896 17,724
Property and Equipment, at cost 40,656 40,426
Less Accumulated Depreciation and Amortization 18,867 18,512
Net Property and Equipment 21,789 21,914
Goodwill 2,095 2,093
Other Assets 1,164 1,235
Total Assets $44,944 $42,966
LIABILITIES AND STOCKHOLDERS’ EQUITY
Current Liabilities:
Short-Term Debt $— $710
Accounts Payable 9,138 7,000
Accrued Salaries and Related Expenses 1,353 1,484
Sales Taxes Payable 710 508
Deferred Revenue 1,832 1,669
Income Taxes Payable 904 25
Current Installments of Long-Term Debt 544 542
Other Accrued Expenses 1,957 2,195
Total Current Liabilities 16,438 14,133
Long-Term Debt, excluding current installments 22,393 22,349
Other Long-Term Liabilities 1,916 1,855
Deferred Income Taxes 235 296
Total Liabilities 40,982 38,633
STOCKHOLDERS’ EQUITY
Common Stock, par value $0.05; authorized: 10 billion shares; issued: 1.778 billion shares at
April 30, 2017 and 1.776 billion shares at January 29, 2017; outstanding: 1.197 billion shares at 89 88
April 30, 2017 and 1.203 billion shares at January 29, 2017
Paid-In Capital 9,779 9,787
Retained Earnings 36,461 35,519
Accumulated Other Comprehensive Loss (923 ) (867 )

;";ez;s(;llr;f Stock, at cost, 581 million shares at April 30, 2017 and 573 million shares at January (41444 ) (40,194 )

Total Stockholders’ Equity 3,962 4,333
Total Liabilities and Stockholders’ Equity $44,.944 $42,966
See accompanying Notes to Consolidated Financial Statements.
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THE HOME DEPOT, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF EARNINGS

(Unaudited)

amounts in millions, except per share data

NET SALES
Cost of Sales
GROSS PROFIT

Operating Expenses:

Selling, General and Administrative
Depreciation and Amortization
Total Operating Expenses

OPERATING INCOME

Interest and Other (Income) Expense:
Interest and Investment Income
Interest Expense

Interest and Other, net

EARNINGS BEFORE PROVISION FOR
INCOME TAXES

Provision for Income Taxes

NET EARNINGS

Basic Weighted Average Common Shares
BASIC EARNINGS PER SHARE

Diluted Weighted Average Common Shares 1,204

DILUTED EARNINGS PER SHARE

Dividends Declared per Share

Three Months
Ended
April 30, May 1,
2017 2016
$23,887 $22,762
15,733 14,971
8,154 7,791
4,361 4,281
444 433
4,805 4,714
3,349 3,077
(13 ) (7 )
254 244
241 237
3,108 2,840
1,094 1,037
$2,014 $1,803
1,198 1,247
$1.68 $1.45
1,252
$1.67 $1.44
$0.89 $0.69

See accompanying Notes to Consolidated Financial Statements.
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THE HOME DEPOT, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(Unaudited)

Three Months
Ended
. e April 30,May 1,
amounts in millions 2017 2016
Net Earnings $2,014 $1,803

Other Comprehensive (Loss) Income:
Foreign Currency Translation Adjustments (30 ) 309

Cash Flow Hedges, net of tax 25 H11
Other (1 ) —
Total Other Comprehensive (Loss) Income (56 ) 320
COMPREHENSIVE INCOME $1,958 $2,123

See accompanying Notes to Consolidated Financial Statements.
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THE HOME DEPOT, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)

amounts in millions

CASH FLOWS FROM OPERATING ACTIVITIES:
Net Earnings

Reconciliation of Net Earnings to Net Cash Provided by Operating Activities:

Depreciation and Amortization
Stock-Based Compensation Expense
Changes in Assets and Liabilities:
Receivables, net

Merchandise Inventories

Other Current Assets

Accounts Payable and Accrued Expenses
Deferred Revenue

Income Taxes Payable

Deferred Income Taxes

Other

Net Cash Provided by Operating Activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Capital Expenditures

Proceeds from Sales of Property and Equipment
Net Cash Used in Investing Activities

CASH FLOWS FROM FINANCING ACTIVITIES:
Repayments of Short-Term Debt, net

Proceeds from Long-Term Debt, net of discounts
Repayments of Long-Term Debt

Repurchases of Common Stock

Proceeds from Sales of Common Stock

Cash Dividends Paid to Stockholders

Other Financing Activities

Net Cash Used in Financing Activities

Change in Cash and Cash Equivalents

Effect of Exchange Rate Changes on Cash and Cash Equivalents
Cash and Cash Equivalents at Beginning of Period

Cash and Cash Equivalents at End of Period

See accompanying Notes to Consolidated Financial Statements.

Three Months Ended
April 30, May 1,
2017 2016
$2,014 $1,803
505 486

81 72

(145 ) (57 )
(1,051 ) (1,319 )
51 44
2,062 1,828
166 30

877 844

(65 ) (78 )
69 (17 )
4,564 3,636
(458 ) (325 )
13 4

(445 ) (321 )
(710 ) (350 )
— 2,989
(11 ) (3,012 )
(1,289 ) (1,157 )
31 29
(1,069 ) (862 )
(33 ) 25
(3,081 ) (2,338 )
1,038 977

(11 ) 64

2,538 2,216
$3,565 $3,257
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THE HOME DEPOT, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

1.SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation

The accompanying Consolidated Financial Statements of The Home Depot, Inc. and Subsidiaries (the "Company")
have been prepared in accordance with the instructions to Form 10-Q and do not include all of the information and
footnotes required by U.S. generally accepted accounting principles ("GAAP") for complete financial statements. In
the opinion of management, all adjustments (consisting of normal recurring accruals) considered necessary for a fair
presentation have been included. Results of operations for interim periods are not necessarily indicative of results for
the entire year. As a result, these statements should be read in conjunction with the Consolidated Financial Statements
and notes thereto included in the Company's Annual Report on Form 10-K for the year ended January 29, 2017, as
filed with the Securities and Exchange Commission on March 23, 2017 (the "2016 Form 10-K").

Valuation Reserves

As of April 30, 2017 and January 29, 2017, the valuation allowances for Merchandise Inventories and uncollectible
Receivables were not material.

Recent Accounting Pronouncements

There have been no material changes to the Company’s position regarding recent accounting pronouncements pending
adoption as disclosed in the 2016 Form 10-K, except as set forth below.

In May 2014, the Financial Accounting Standards Board ("FASB") issued Accounting Standards Update ("ASU")

No. 2014-09, "Revenue from Contracts with Customers (Topic 606)", which requires an entity to recognize revenue to
depict the transfer of promised goods or services to customers in an amount that reflects the consideration to which it
expects to be entitled in exchange for those goods or services. In addition, ASU No. 2014-09 requires disclosures of
the nature, amount, timing and uncertainty of revenue and cash flows arising from contracts with customers. ASU No.
2014-09 supersedes most existing U.S. GAAP revenue recognition principles, and it permits the use of either the
retrospective or modified retrospective transition method. ASU No. 2014-09 is effective for annual reporting periods
beginning after December 15, 2017, including interim periods within those annual periods.

The Company continues to evaluate the effect that ASU No. 2014-09 will have on its Consolidated Financial
Statements and related disclosures and controls. Based on its preliminary assessment, the Company has determined
that the adoption of ASU No. 2014-09 could impact the timing of revenue recognition through its services, gift card
and various incentive programs. ASU No. 2014-09 will impact the Company’s method of recognizing gift card
breakage income, which is currently recognized based upon historical redemption patterns. ASU No. 2014-09 requires
gift card breakage income to be recognized in proportion to the pattern of rights exercised by the customer when the
Company expects to be entitled to breakage. The Company is also evaluating the principal versus agent considerations
as it relates to certain arrangements with third parties that could impact the presentation of gross or net revenue
reporting. Other areas which could be impacted may be identified as the Company continues its evaluation of ASU
No. 2014-09. The Company plans to adopt ASU No. 2014-09 on January 29, 2018 using the modified retrospective
transition method.

Recent accounting pronouncements pending adoption not discussed above or in the 2016 Form 10-K are either not
applicable or will not have or are not expected to have a material impact on the Company.

2.RECENTLY ADOPTED ACCOUNTING PRONOUNCEMENTS

On January 30, 2017, the Company adopted ASU No. 2016-09, "Compensation-Stock Compensation (Topic 718):
Improvements to Employee Share-Based Payment Accounting”. Upon adoption of this update, all excess tax benefits
or deficiencies related to share-based payment awards are recognized in the provision for income taxes in the period in
which they occur. Previously these amounts were reflected in paid-in capital. In addition, upon adoption these
amounts are classified as an operating activity in the consolidated statements of cash flows in the period in which they
occur. Previously, these amounts were reflected as a financing activity. Cash paid by the Company to tax authorities
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when directly withholding shares for tax withholding purposes will continue to be classified as a financing activity in
the consolidated statements of cash flows. Stock-based compensation expense will continue to reflect estimated
forfeitures of share-based awards. The Company has adopted the applicable provisions of ASU No. 2016-09
prospectively.
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THE HOME DEPOT, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

As a result of the adoption of ASU No. 2016-09, the Company recognized $65 million of excess tax benefits related to
share-based payment awards in its provision for income taxes during the first quarter of fiscal 2017. The recognition
of these benefits contributed $0.05 to Diluted Earnings per Share.
3.FAIR VALUE MEASUREMENTS
The carrying amount of Cash and Cash Equivalents, Receivables and Accounts Payable reported in the Company's
Consolidated Balance Sheets approximates fair value due to their short-term maturities.
Assets and Liabilities Measured at Fair Value on a Recurring Basis
The following table presents the assets and liabilities, if any, of the Company that are measured at fair value on a
recurring basis (amounts in millions):

Fair Value at April 30, 2017  Fair Value at January 29,

Using 2017 Using
Quoted Quoted

Prices Prices
mn j@nificant Significant n j@niﬁcant Significant
Acfive Aciive

Eservable Unobservable 1t()servable Unobservable
Markets Markets

for nputs Inputs for nputs Inputs
e eeld e ? dewld)
Assets Assets
(Level 1) (Level 1)

Derivative agreements - assets $-$ 221 $ —3$-$ 271 $ —

The Company uses derivative financial instruments from time to time in the management of its interest rate exposure
on certain Long-Term Debt and its exposure to foreign currency fluctuations.

Assets and Liabilities Measured at Fair Value on a Nonrecurring Basis

Long-lived assets were analyzed for impairment on a nonrecurring basis using fair value measurements with
unobservable inputs (level 3). Impairment charges related to long-lived assets in the first three months of fiscal 2017
and 2016 were not material.

The aggregate fair and carrying values of the Company's senior notes were as follows (amounts in billions):

. January 29,
April 30, 2017 2017
Fair Fair

Value Carrying Value Carrying
(Level Value  (Level Value
1) 1)
Senior notes $24.0 $ 22.0 $23.6 $ 22.0
4.BASIC AND DILUTED WEIGHTED AVERAGE COMMON SHARES
The following table present the reconciliation of basic to diluted weighted average common shares as well as the
effect of anti-dilutive securities excluded from diluted weighted average common shares (amounts in millions):

Three Months Ended
April 30, May 1,
2017 2016
Basic Weighted Average Common Shares 1,198 1,247
Effect of potentially dilutive securities - stock plans 6 5
Diluted Weighted Average Common Shares 1,204 1,252

Effect of anti-dilutive securities excluded from diluted weighted average common shares 1 1

11
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THE HOME DEPOT, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

5.COMMITMENTS AND CONTINGENCIES

Data Breach

As previously reported, in the third quarter of fiscal 2014, the Company confirmed that its payment data systems were
breached, which potentially impacted customers who used payment cards at self-checkout systems in the Company’s
U.S. and Canadian stores (the "Data Breach"). Since the end of fiscal 2016, there have been no material changes with
respect to the Data Breach, except as discussed below.

As reported in the 2016 Form 10-K, in the first quarter of fiscal 2017, the Company agreed to settlement terms that,
upon approval of the court, will resolve and dismiss the claims asserted in the financial institutions class actions. In
addition, in the first quarter of fiscal 2017, the parties to the two purported shareholder derivative actions agreed to
settlement terms that, upon approval of the court, will resolve and dismiss the claims asserted in those actions.

As of the end of the first quarter of fiscal 2017, the Company has resolved the most significant claims relating to the
Data Breach, and there were no material changes during the first quarter to the Company’s loss contingency
assessment relating to any remaining matters. The Company does not believe that the ultimate amounts paid with
respect to any remaining matters will have a material adverse effect on the Company’s consolidated financial
condition, results of operations or cash flows in future periods.

9

13



Edgar Filing: HOME DEPOT INC - Form 10-Q

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Stockholders

The Home Depot, Inc.:

We have reviewed the Consolidated Balance Sheet of The Home Depot, Inc. and subsidiaries as of April 30, 2017,
and the related Consolidated Statements of Earnings, Comprehensive Income, and Cash Flows for the three-month
periods ended April 30, 2017 and May 1, 2016. These Consolidated Financial Statements are the responsibility of the
Company's management.

We conducted our reviews in accordance with the standards of the Public Company Accounting Oversight Board
(United States). A review of interim financial information consists principally of applying analytical procedures and
making inquiries of persons responsible for financial and accounting matters. It is substantially less in scope than an
audit conducted in accordance with the standards of the Public Company Accounting Oversight Board (United States),
the objective of which is the expression of an opinion regarding the financial statements taken as a whole.
Accordingly, we do not express such an opinion.

Based on our reviews, we are not aware of any material modifications that should be made to the Consolidated
Financial Statements referred to above for them to be in conformity with U.S. generally accepted accounting
principles.

We have previously audited, in accordance with standards of the Public Company Accounting Oversight Board
(United States), the Consolidated Balance Sheet of The Home Depot, Inc. and subsidiaries as of January 29, 2017, and
the related Consolidated Statements of Earnings, Comprehensive Income, Stockholders' Equity, and Cash Flows for
the year then ended (not presented herein); and in our report dated March 23, 2017, we expressed an unqualified
opinion on those Consolidated Financial Statements. In our opinion, the information set forth in the accompanying
Consolidated Balance Sheet as of January 29, 2017, is fairly stated, in all material respects, in relation to the
Consolidated Balance Sheet from which it has been derived.

/s/ KPMG LLP

Atlanta, Georgia

May 22,2017

10
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Item 2. Management's Discussion and Analysis of Financial Condition and Results of Operations
FORWARD-LOOKING STATEMENTS

Certain statements contained herein regarding our future performance constitute "forward-looking statements" as
defined in the Private Securities Litigation Reform Act of 1995. Forward-looking statements may relate to, among
other things, the demand for our products and services; net sales growth; comparable store sales; effects of
competition; state of the economy; state of the residential construction, housing and home improvement markets; state
of the credit markets, including mortgages, home equity loans and consumer credit; demand for credit offerings;
inventory and in-stock positions; implementation of store, interconnected retail, supply chain and technology
initiatives; management of relationships with our suppliers and vendors; the impact and expected outcome of
investigations, inquiries, claims and litigation, including those related to the data breach we discovered in the third
quarter of fiscal 2014 (the "Data Breach"); issues related to the payment methods we accept; continuation of share
repurchase programs; net earnings performance; earnings per share; dividend targets; capital allocation and
expenditures; liquidity; return on invested capital; expense leverage; stock-based compensation expense; commodity
price inflation and deflation; the ability to issue debt on terms and at rates acceptable to us; the effect of accounting
charges; the effect of adopting certain accounting standards; store openings and closures; financial outlook; and the
integration of Interline Brands, Inc. ("Interline") into our organization and the ability to recognize the anticipated
synergies and benefits of the acquisition.

Forward-looking statements are based on currently available information and our current assumptions, expectations
and projections about future events. You should not rely on our forward-looking statements. These statements are not
guarantees of future performance and are subject to future events, risks and uncertainties — many of which are beyond
our control or are currently unknown to us — as well as potentially inaccurate assumptions that could cause actual
results to differ materially from our expectations and projections. These risks and uncertainties include, but are not
limited to, those described in Part II, Item 1A, "Risk Factors" and elsewhere in this report. You should read such
information in conjunction with our Consolidated Financial Statements and related notes and "Management's
Discussion and Analysis of Financial Condition and Results of Operations" in this report. There also may be other
factors that we cannot anticipate or that are not described in this report, generally because we do not currently perceive
them to be material. Such factors could cause results to differ materially from our expectations.

Forward-looking statements speak only as of the date they are made, and we do not undertake to update these
statements other than as required by law. You are advised, however, to review any further disclosures we make on
related subjects in our periodic filings with the Securities and Exchange Commission ("SEC").

EXECUTIVE SUMMARY AND SELECTED FINANCIAL AND OPERATING DATA

Net Sales increased 4.9% to $23.9 billion for the first quarter of fiscal 2017 from $22.8 billion for the first quarter of
fiscal 2016. Our total comparable store sales increased 5.5% in the first quarter of fiscal 2017, driven by a 3.9%
increase in our comparable store average ticket and a 1.5% increase in our comparable store customer transactions.
Comparable store sales for our U.S. stores increased 6.0% in the first quarter of fiscal 2017.

For the first quarter of fiscal 2017, we reported Net Earnings of $2.0 billion and Diluted Earnings per Share of $1.67
compared to Net Earnings of $1.8 billion and Diluted Earnings per Share of $1.44 for the first quarter of fiscal 2016.
The results for the first quarter of fiscal 2017 included a $65 million benefit to our Provision for Income Taxes for
share-based payment awards resulting from the adoption of ASU No. 2016-09 in the first quarter of fiscal 2017. This
benefit contributed $0.05 to Diluted Earnings per Share for the first quarter of fiscal 2017. See Note 2 to the
Consolidated Financial Statements included in this report.

In the first quarter of fiscal 2017, we continued to focus on the following:

Customer Experience — Customer experience is anchored on the principles of putting customers first and taking care of
our associates, and our commitment to customer service remains strong. In the first quarter of fiscal 2017, we
continued to connect our associates to the needs of our customers by empowering our associates to deliver excellent
customer service, enabled by differentiated staffing models, tools and organizational support. We also continued to
connect our stores to our online properties, and our online properties to our stores, to provide a frictionless customer
experience across all channels. In the first quarter of fiscal 2017, we continued the roll out of Interline's product

15
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catalog to our stores, which is now operational in over 1,500 U.S. stores, and the capability to accept payment that is
linked to existing Interline customer accounts.

We also leveraged our digital assets to better understand our customers and meet their needs through targeted online
offerings and localized online experiences. We simplified and expedited our online checkout process, effectively
reducing our customers'

11
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checkout time, and we are seeing increased sales, conversion rates and customer satisfaction scores. Sales from our
online channels increased 22.8% for the first quarter of fiscal 2017 compared to the same period last year, and
represented 6.6% of our total Net Sales for the first quarter of fiscal 2017.

Product Authority — Product authority is facilitated by our merchandising transformation and portfolio strategy, which
is focused on delivering product innovation, assortment and value. We strive to be the leader in product authority,
connecting products and services to the needs of our customers. In the first quarter of fiscal 2017, our merchants
continued to collaborate with our suppliers to introduce a wide range of innovative new products to our do-it-yourself,
do-it-for-me and professional customers, while remaining focused on offering everyday values in our stores and
online.

Productivity and Efficiency Driven by Capital Allocation — We drive productivity and efficiency through continuous
operational improvement in our stores and supply chain. Further, our disciplined capital allocation builds shareholder
value through higher returns on invested capital and total value returned to shareholders in the form of dividends and
share repurchases. In the first quarter of fi
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