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Better Eats at Your Neighborhood

Gas Station

(How C-Store can win the Patron’s Stomach
in today’s economy)

Josh Halpern Brian Young
National Sales Director Director of Culinary



The Question We Will Answer Today W

DEMOGRAPHICS

FOOD SERVICE TRENDS CONOMIC REALITY




C-Store’s Current Environment W

 Margins are eroding
— Pain at the Pump
— S7+/carton Incremental Cigarette Tariff in 2009

e Cigs are now 34% of sales, at only a 15% Gross Margin
e They are also still the fastest growing category

— 21% Higher Credit Card Fees in 2010 vs. 2009

 Prepared Foods are THE new Cash Cow

— 8% of Total In-Store sales, but at a 38% margin

e Average In-Store gross margin for C-Store is 26%

* More profitable than Beer, Ice Cream, and Salty Snacks



C-Store’s New Frontier

Above: Raceway in NJ, Right: Wawa
in PA

» Foodservice is growing faster than Balance of
Store,

*$11B in Pre-made Food Sales, $23B including
Beverage Bar (Fountain Drinks)



Food-Away-From-Home is FINALLY rising

12-Month Moving Average (Foodservice & Drinking Places Real Sales)
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The Economy Impacts Consumers:
The Beginning of 2010

“To what extent has the current
recession
directly affected your household?"

No impact
10%

Source: Technomic Consumer Research



Almost Half of Consumers Eat at a C-Store Meal Weekly W

24%

18%

(4]
15% 13% 13%

10%
8%

Everyday 2-3times Oncea | 2-3times Oncea Onceevery Every6
per week week | permonth month 2-5 months months or
less often

Technomic C-Store Report



The New Luxury is in Snacking W
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29, 35%

tess than $2.00 $2.00-$3.00

Technomic Snacking Occasion Report

“*How much are you willing to pay for a
snack item that you would not consider
to be a full meal?”

4 h

17%
14%

1%
7%
3% 4%

Q3.00-$4.00 $4.00-$5.00 More than $5.(y
2007 ~ 2010




New Product Emphasis a Key Sales Growth Strategy

Sales Drivers

Future Emphasis**

% Utilized* Increase Decrease

Increase price promos

Increase advertising

Increase menu prices
Smaller portions @ lower prices

@ products 53% 84% 5%
—34 02 26
More “specials” 29 73 19
28 76 5
Menu bundling 22 75 15
17 36 27
15 68 22
New services 14 87 6
More LTOs 13 73 20
12 45 49

Reduce menu prices

*06 Operators utilizing during recession **Base: Operators using each tactic Source: Technomic

Operator Survey, May 2010



Willing to Spend

“Willing to spend more on meal featuring new/unique flavors”

(Top two box = agree and agree completely)

50%

379, ‘38% 40% 39% 39%
34%

| 0

‘ 27% 1%

22%

18-24 25-34 35-44 45-54 55+

Male Female

Technomic Flavor Report



C-Stores Capture Culinary Credibility:
1999 Consumer Concerns
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Source: 1999 Prince Market Research Report

Freshness

Cleanliness




Cleanliness Addressed

Madisonville
, TX




C-Stores Capture Culinary Credibility:
2010 consumer Concerns

Why don’t you visit convenience stores specifically to purchase foodservice items?

ONLY 24% SAID POOR FOOD QUALITY

| just don't think to visit for prepared foods 53%

Prices are too high 45%

| just don't think to visit for prepared
beverages

Not enough healthy options 29%

Food does not look/taste fresh

Poor food quality

Poor overall value

27%

22%

=

Source: Technomic Convenience Store Report



Quality and Flavor —High Favorable

Thinking in general terms about convenience stores that offer prepared foods,
how would you rate these locations on the following attributes?
The 2010 Consumer Point of View

Food and beverage
taste/flavor
Food and beverage
quality

Variety of food and
beverage offerings

56%

Availability of
healthy offerings

Source: Technomic Convenience Store Report 1



Open, Fresh, Real

-Fuel City-
Dallas, TX 1
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Challenging Traditional Operators
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Brian Young’s Bio

Experience

-Executive Chef of Tavern on the Green (Highest grossing single unit
restaurant in USA)

-Executive Chef of Citarella, Gourmet Grocer, NYC

-Chef De Cuisine at Le Bernardin in NY, Number 1 Zagat, Top 25 World
Wide

-Trained at The Quilted Giraffe, NY

-Trained Le Laurent, Paris

-Attended Le Cordon Bleu, Paris

Director of Culinary
Development
French’s Foods



Culinary @ French’s W

Ideation and Recipe Development-Foodservice

-National and Regional Chains, Contract, Military, Ingredients for
other manufacturers
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Study Food Trends
-Insights

-Industry

-Retail
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Growth of top 30 flavors of ingredients on restaurant menus,
Q4 2009-Q4 2010

0,
Flavor of Ingredient Q42009 Q12010 Q22010 Q32010 Q42010 » Che Q42010vs.Q4

2009
Garlic 2,506 | 2,558 2,633 2,608 2,727 8.8%
Seasoned 1,725 | 1,777 1,856 1,909 1,945 12.8%
Spicy 1,618 | 1,630 1,689 1,694 1,732 7.0%
Chicken 1,036 1,094 1,068 1,079 1,114 7.5% Garlic is the most popular
Sweet 793 808 911 927 948 19.5% flavor associated with
Honey 842 852 883 861 862 2.4% . :
Smoked 784 820 839 864 915 16.7% ingredients on restaurant
Vanilla 559 581 631 643 643 15.0% menus and continues to
Parmesan Cheese 562 551 600 648 655 16.5% grow at a steady pace.
Herb 528 596 606 608 635 20.3% Out of the top 30 overall
Sesame Seed 571 561 600 622 609 6.7% flavors of ineredients
BBQ 536 561 596 616 611 14.0% g ’
Chipotle Pepper 471 491 555 575 591 25.5% applewood-smoked and
Buttermilk 440 481 483 513 527 19.8% cheese have seen the
Mild 460 484 494 445 447 -2.8% most significant increase
Tomato 431 451 466 484 484 12.3% over the last 5 quarters.
Chocolate 414 442 486 484 483 16.7%
Tangy 388 417 432 440 449 15.7%
Lemon 397 406 426 444 447 12.6%
Cajun 375 368 416 434 434 15.7%
Basil 400 381 363 402 413 3.3%
Hot 358 371 373 378 371 3.6%
Butter 330 347 354 372 381 15.5%
Zesty 383 367 346 341 344 -10.2%
Savory 318 338 323 369 385 21.1%
Onion 325 328 344 338 349 7.4%
Cinnamon 316 326 338 344 344 8.9%
Applewood-Smoked | 246 | 285 | 321 | 345 | 356 | 44.7% \
Raspberry | 276 | 278 | 298 | 287 | 299 | 8.3% |
Cheese | 263 | 263 | 280 | 253 | 340 | 29.3%

Source: Menu Insights



Flavor is the Engine of Innovation W

Influenced
Introduced by media ol {8 e
by innovative chefs (social)

R

by consumers

20


http://www.google.com/imgres?imgurl=http://dishtv.com/blog/wp-content/uploads/2011/04/food-network-on-DISH-tv.png&imgrefurl=http://dishtv.com/blog/2011/03/15/food-network-channel-on-dish-network/&usg=__cGzHXpwKIej30TYu7vpYubuV530=&h=200&w=200&sz=12&hl=en&start=1&zoom=1&um=1&itbs=1&tbnid=qPxfjfo-s-S_qM:&tbnh=104&tbnw=104&prev=/search?q=food+network&um=1&hl=en&safe=active&sa=N&rls=com.microsoft:en-us&tbm=isch&ei=tgU7TtO4DqXV0QGt2rTpAw
http://www.google.com/imgres?imgurl=http://farm3.static.flickr.com/2056/2290646502_cf3622b1e5.jpg&imgrefurl=http://www.flickr.com/photos/39533439@N00/2290646502/&usg=__jnVz83HrUWJbIM5zJPsskmuzwys=&h=118&w=148&sz=16&hl=en&start=1&zoom=1&um=1&itbs=1&tbnid=wgXfhvn3uIZd8M:&tbnh=76&tbnw=95&prev=/search?q=rachael+ray+logo&um=1&hl=en&safe=active&rls=com.microsoft:en-us&tbm=isch&ei=DQY7TrOJFOHi0QHu_5H3Aw
http://www.google.com/imgres?imgurl=http://s13.podbean.com/image-logo/0/21583_logo.jpg&imgrefurl=http://www.podbean.com/podcast-detail?pid=21583&usg=__8FFhc3iwuPOuPScwRlwiI0WFLhQ=&h=300&w=300&sz=56&hl=en&start=6&zoom=1&um=1&itbs=1&tbnid=8FS5rYg07cYtCM:&tbnh=116&tbnw=116&prev=/search?q=anthony+bourdain+logo&um=1&hl=en&safe=active&sa=G&rls=com.microsoft:en-us&tbm=isch&ei=OwY7TojSFYro0QGV283jAw
http://www.google.com/imgres?imgurl=http://culinary.careeredublogs.com/files/2010/04/Emeril-Lagasse.jpg&imgrefurl=http://culinary.careeredublogs.com/category/chefs/&usg=__ipfQ4niRFiUuqVFf99TMmt6YKpI=&h=320&w=320&sz=20&hl=en&start=3&zoom=1&um=1&itbs=1&tbnid=gp-EJKlSaTHH2M:&tbnh=118&tbnw=118&prev=/search?q=famous+chef&um=1&hl=en&safe=active&rls=com.microsoft:en-us&tbm=isch&ei=1QY7TqbUEeHo0QG8gLWyAw
http://www.google.com/imgres?imgurl=http://www.workingworld.com/images/contentmgmt/wolfgang_puck.jpg&imgrefurl=http://www.workingworld.com/articles/Wolfgang-Puck-Celebrity-Chef&usg=__t-Wa-rihIgUmC2E5KRRfh62NCss=&h=353&w=250&sz=121&hl=en&start=12&zoom=1&um=1&itbs=1&tbnid=R5uDVHE-53NTgM:&tbnh=121&tbnw=86&prev=/search?q=famous+chef&um=1&hl=en&safe=active&rls=com.microsoft:en-us&tbm=isch&ei=1QY7TqbUEeHo0QG8gLWyAw
http://www.google.com/imgres?imgurl=http://erincovert.files.wordpress.com/2007/10/mario_b.jpg?w=500&imgrefurl=http://erincovert.wordpress.com/2007/10/18/what-chefs-last-meals-say-about-taste/&usg=__soebHB4nmvib2mNa6eGV3DFHImg=&h=401&w=303&sz=33&hl=en&start=9&zoom=1&um=1&itbs=1&tbnid=hJUTZTeVU4zy6M:&tbnh=124&tbnw=94&prev=/search?q=famous+chef&um=1&hl=en&safe=active&rls=com.microsoft:en-us&tbm=isch&ei=1QY7TqbUEeHo0QG8gLWyAw
http://www.google.com/imgres?imgurl=http://www.chopsticksny.com/contents/wp-content/uploads/ripert.jpg&imgrefurl=http://www.chopsticksny.com/contents/people/2008/07/830&usg=__LAonqQypdG-2BJKH_ASi5VrOJsw=&h=444&w=350&sz=34&hl=en&start=18&zoom=1&um=1&itbs=1&tbnid=z-v5bxvHirWm9M:&tbnh=127&tbnw=100&prev=/search?q=eric+ripert&um=1&hl=en&safe=active&rls=com.microsoft:en-us&tbm=isch&ei=Igc7TqeKL-TW0QHbj_XAAw

Classic Format is Reassuring

| typically purchase a away from home at least once a month.

Sub/  Breakfast  Wrap
hoagie/ sandwich (flatbread
hero tortilla)

eli sandwich Chicken\ Taco/burrito Hot dog Safad sandwich
hreast

sandwich

Burger
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But new flavors are key

-Indicate agreement or disagreement with the following-
(Top two box = agree and agree completely)

0
| am more interested in trying new 41%

flavors than | was a year ago

| am ordering foods that feature more 27%
traditional, familiar flavors than | was a

year ago 25%

" Female "™ Male

Source: Technomic Flavor report

N



New Flavors drive Repeat Sales

“If you try and like a new flavor on a menu item at a restaurant, how likely will you
be to...”

Return to the same restaurant to order
the menu item again

72%

Try other unique flavors at the restaurant

Return to the same restaurant to order a
different menu item

" Male ®Female

N

Source: Technomic Flavor Report 3



New Flavor Mashups W

BBQ Classic BBQ- Contemporary

-Brandt Ranch
Beef Brisket-

Chili jam, aioli,
Brooklyn, Bao, pickled
NY red onion, bone
broth

i |

\____i_!ﬂ}d\
30) .
\-1—-%%1}( Frisco, TX



Great Innovation, Informality and Valuw

There are no two
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Trends W

Food Trucks

2 Farm to Fork
-Organic, sustainable, celebrity farmer

3 Better For You-Health/Medically sensitive
Indulgence

Higher awareness by younger consumers for better quality at low price



1.Your Next Competitor: W
The Mobile Food Truck

Fresh, Innovative, Cheap, Convenient, Hip

el
HAN= TACDH s
H.M b ey
- Pl | 7

5
il X

Proliferation

-Low barrier to entry “
-Social Media Awarenes iy
-Independent 53
-High quality, Low price

e e |
1w o n
< * k:
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MOBILE Validity

Thinking back to the last time you can remember a co-worker mentioning
Mobile Food Vehicles, what statement best describes the conversation?

/ 70% \

18%
8%
— 2%
| T —_|
Positive Feedback Trying to Convince Npgative Feedback Try to Convince
Others to Try Others Not to Try

—

Source: Technomic 2011 Mobile Food Vehicle Study



The hottest --Kogi Taco W

Kﬁf""

Korewn BBO-To-Ga

Los Angeles, CA




Haut Dogs
Phoenix, AZ SHDKT U'-ASH KVJ

-»J
HO1d09S
(eEP TOUR WONRK 90 2 SIKT LEASH]

Hot Dogs

-Aiko- Mango chutney, diced jalapenos, red
onions, fresh cilantro, and mayo

o W



Unusual

Las Vegas, NV

Ethnic Influence

-Tamago- Fuku-patty with fried egg and crispy onion
strings. Finished with Teriyaki and Furikake

=



High Quality Seafood

-Shrimp Bruschetta-

Sautéed shrimp with a
Mediterranean tomato
sauce. Served on
toasted French bread
and topped with feta
cheese and basill

Orange County, CA



Red Velvet Pancakes W

Orange County, CA

-Red Velvet and Chocolate
Chip Pancakes-




TRANSPARENCY-sustainable

Operators EXPECTING TO USE MORE
organic and local ingredients in the next 12 months

36%

Restaurants

46%

0
Hotel/Lodging 3%

3%
Business & Indust
* o -51%
48%
College/Universit
oy R

B Organicingredients  mLocal ingredients

62%

-BL & Fried Green T Sandwich-
Fried Green Tomatoes From Gott’s
Garden

= W

Source: Technomic 2010 Operator survey



Celebrity Farmers

Chicago, IL aem

Where Our tood Gomes From

—— e et

Snug Haven Farm, Paoki, W1 -Bill Warrer
provides us with winter tomatoes & spmoct
Spence Farm, Faivbury, - Nu’tifmu\lql
renowned growers Marty « Kris Travis
previde gpeciolty Crops © hmrtwm':c {
Tailgrass Beef, Bill Kurtis qmisflsi ef.
i \ n, Kankakee, 1L~
Three Sister Garde s
Erontera’s former chef, rocy
| ce.
e s i th Haven, MI-
Seﬁd“ﬁq {]rnhm’dﬁ. 50-1 fruit orchard.
\oin's orgame _
Peter Kle's W
Maple (rgek tarm. >

aukesht:

« naturaily 1015
- elier’s N .
Tom MW full-grown PO

-Pibil-
Wood-roasted suckling pig with achiote,
black beans, pickled onion, and habanero 3
salsa S




00 BP

High Quality as

y .y

HANNAH'S
BRETZEL

iiber sandwich makers”

Chicago, IL

-Sergio’s Special-

French Madrange ham
and Swiss Gruyere
cheese with avocado,
sliced jalapenos and a
tasty mango chutney...

Served on an organic

bretzel baguette
3

6



Higher Margin W

“Makes me more willing to purchase and am willing to pay...”

Sustainable 25% 8%
Locally Sourced 25% 7%
Fair Trade 23% 8%

0% 5% 10% 1% 20% 25% 30% 35%

Slightly More For (Up to 5% Increase)

Significantly More For (More Than a 5% Increase)
Technomic College and University Report



2 HEALTH

-Importance of Food Factors When Selecting Restaurant-
(Top Two Box = “Very” or “Somewhat Important”)

Menu items can be altered to 0
- 53%
accommodate allergies

Gluten-free items are on the menu 27%

0% 10% 20% 30% 40% 50% 60%

® Somewhat Important ™ Very Important

o W

Source: Technomic American Express Market Briefing



Gluten allergy

The Nutritional Approach

8]

BURTONS Boston, MA

-Gluten Free Rolls-

“My girlfriend has a

y gluten allergy, and they
did a terrific job
accommodating her
needs!”

In Partnership with the Gluten-Free Restaurant

Awareness Program® a Program of the Gluten
intolerance Group®. For more information visit

GLUTEMN |H'II}I.F.H.AH{F. Group"
www.glutenfreerestaurants.org

O W



Health Claims up 72%

While consumers may not be fully embracing eating 62 0/
healthfully, they are looking for restaurants to take 0
small steps to improve the “healthy halo” of their
offerings, whether by adding whole grains,

providing more salad options or cutting fat Of restaurant

goers report that
they will eat more

Restaurants are taking steps toward "better-for- healthfully at
you” (BFY) menu items restaurants in 2011

Small additions to menus—or even deletions—are
helping to elevate a brand's positioning with
consumers

2%

Increase in
“healthy” menu
items claims over
past two years

Thanks to sites like HealthyDiningFinder.com and
others, it is easier to make health-minded decisiohs
on where and what to eat



Super food Smoothie

Fresh and Flavorful

New York, NY

a

C i

-Mambo #6-

Mango, Pineapple, and Strawberry &



Inspiration from retail

® Healthy by Association crosses restaurant

segments and is even drawing inspiration
from retail @
® Jason's Deli promotes its food as having no
high-fructose corn syrup (HFCS), trans fats or
pesticides
# Taco Bell quietly reduced sodium at 150 units E‘PSLI
in the Dallas market P',
® Consumers are also experiencing more u
healthful options in retail EHEW;_
¥ Pepsi HFCS-free Pepsi Throwback has achieved
about $41 million in sales in just over a year
# Heinz now offers a HFCS-free ketchup, Simply

: Source: Mintel Global New Product
He Inz Database

® ConAgra dropped HFCS from its Hunt's brand
ketchup



Counter Trend-INDULGENCE W

® For every trend, there is a counter-trend

® Consumers may be embracing the new levels Double Down
of transparency and health improvements to sandwiches sold at
menu items, but they still want to enjoy the KFCin its
dining out experience

introduction

® Will want to ignore all the new information on the
menu

# will still want to indulge

® New calorie count disclosure mandate allows Of restaurant
for such j goers prefer
restaurants that
have unigue
signature
offerings

No calorie count and nutritional disclosure
required for limited time offers (LTOs) on the
menu for 60 days or less per calendar year




Where it's occurring?

® While operators will feel pressure to add
healthier menu items, they will also want DOUBLE DOWN SANDWICH
to keep launching the indulgent menu T
items consumers love PR IAN

¥ Look for the LTO menu to be where they
can take advantage of disclosure
exemptions

Source: KFC

® This is one trend that restaurant
operators have shown an enthusiasm to
embrace at all levels

® IHOP—Cheesecake Stuffed Pancakes
® Denny’'s—Fried Cheese Melt

# Sonic—Tex-Mex Footlong Quarter Pound
Coney

. KFC—DDUblE DDWF‘I Source: Denny's




Summing it All Up W

e C-Store has met the needs of the consumer
over the last 10 years and has been rewarded
with profitable sustained growth.

 To stay ahead, focus on 1-2 emerging trends,
and introduce innovation into menu offerings
to keep consumer fully engaged.
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