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Sparkling Water

Accelerating Healthy
Beverage Growth

Embracing the Seismic Shift in Beverage
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Capitalize on
Key Trends

Attract loyal
shoppers with more
greater spending power

Enhance Center-
Store productivity

Contributing to Meijer’s
long-term growth

Increase sales
by S4-S6M

meijer

Unsweetened sparkling water is seeing significant
household growth year after year, driven by macro trends
and consumer need for healthy indulgence

The sparkling water shopper is affluent, high-spending

consumer that is loyal to the stores they shop

Sparkling Water provides an opportunity to
enhance center store productivity

Sparkling water will represent 13% of Meijer’s beverage growth
over the next five years at current beverage trends

Meijer can drive an additional $4-$6M annually in
beverage sales by adding shelf space to sparkling water
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| Today’s Discussion

Shift in Beverage
(A Boon for Sparkling Water)

Retail Implications

Sparkling Water Space Allocations

Next Steps
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are becoming Mainstream melje[

; . Schools offering healthier beverages;
Consumers are Eating Healthier kids are growing up drinking water, not sugar

GLOBAL AVERAGE PERCENTAGE THAT PLAN TO BUY MORE OR THE SAME AMOUNT
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i | WV nutrition guidelines wilh practical and fiecible solutions o promote
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I PLAN TO I PLAN TO BUY THE Institute of Medicing, existing voluntary standards abeady implemented by
BUY MORE SAME AMOUNT

Ibousands of schools amwend the cowalry, and heallhy foad and beverage

IN SCHOOL

FRUIT

VEGETABLES —
GOOD- Before the New Standards After the New Standards —
FISH & SEAFOOD
FOR-YOU N .
YOGURT ; '@ O e‘;ae '[g‘;bg 5 @
<'® Eh@ o
286 249 242 235 136 170 161 118 o5 68 ]
T, 108 10N i ~
Chocalaty Fruit Domut  Chocolate ﬂm Peanuts .I.lgm LowFat Fruit Cup | No-Caloel
Stndwich  Flavored o Bar Cola P Popecen  Torla  Bar(oats,  [w0O% | fave
Coakios Candios mbartgaz) | (2mar) sk bag Chips fruly, nuts)  Julce) Wator
Bredury  22orphg ) e (1 mar-$oz) ﬂ\llﬂ]ﬂlo L)
-
126 1] 17 1] 32 o ]
BREAD Caonss Cateries Cabuka Caizman Gz Calerias. Catorion
snsas sss sus
MEAT & POULTRY Sasea o sssss G200
sasas ssass Sasss
STEADY 83338 esee smess S5oas
CHEESE S4ces 3sces sesss ses sasss —
STAPLES 88808 Ssses sasss sboos Sosss
20060 LTIt rrrrry ee0ed a0000
CEREAL Soaoe Goesss gases 8298 Ssese
ev0en 20009 00088 20000 GSEORR
o800 0808 IIrn saoee ae0ns
ce080 20089 o808 ees0e sbond
JUICES oeage sosss saess oseses
sooen osRed LIl L] 11y
0089 assnn aoceod eoEeg
Se88s deses goses Sssas
Seasa Gogsss gassn S88GN
HH
1
HH
COOKIES & CAKES
ICECREAM & FROZEN NOVELTIES

CHOCOLATE CANDY

INDULGENT
TREATS @b

SALTY SNACKS AND CHIPS

[ CARBOMNATED SOFT DRINKS

Source: Nielsen Global Health & Wellness Survey, Q3 2014 Sourice: USDA nutritional standards for schools

23% of consumers plan to buy more water, USDA nutritional Standards for schools
while only 8% plan to buy more CSD’s include bottled Water
Waters
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Bottled Water to #1 Beverage and Younger °s
Water Indicate the Trends will Continue mel.ler

Bottled water is now #1 most consumed beverage Kids Drinking More Water than Ever Before
Gallons Sold (MM) Avg Weekly Occasions - Kids (1-12)
16,000 Bottled Water +667%
4.6
3.5
12,000
10,000 2.4
% Change
8,000 vs. 2000 1.5
Obesity Rates Fall in Four States
6‘000 S ebout bty in 1 for a change, Rates ety
4,000 e .
O d N M & D O~ 00O O 4 N M < 1 W
88388883838888388 CSD Juice Bottled Water
Source: 2016 Beverage Marketing Corp. All channels Source: Kantar Corp. = 2000 m2016 CSD = Reg Only
US Consumers over the last 15 years have cut between Bottled water is now the #2 packaged Beverage
61 & 68 Trillion Calories by choosing bottled water. consumed by kids behind milk and the #1 choice for
This represents ~9 Ibs of weight loss per consumer. Millennials

Source: 2016 Beverage Marketing Corp. New Study: Bottled Water's Impact On U.S. Caloric Intake. 6/6/16 Source: Kantar Corp.




sumers are Switching from Indulgent Beverages i
parkling Water mel]er

Net Switching: Sparkling water gains within total beverage

Total CSD,
RTD Tea, 9%

Refrigerated
Juice, 11%

Source: Nielsen Homescan Panel Database. Total US. 52 Weeks ending 4/23/16




ng Water Shopper is Affluent, High Spending -
yal to the Stores they Shop meijer

Wealthy & Educated
S100k+ Income: 186 Index | Affluent Suburbs: 152 Index | Professionals: 150 Index
College Graduate: 138 Index | Millennials: 127 Index

Source: Nielsen Homescan Panel Database. Total US 2015

Loyal to Your Stores & High Spending

10 Year Customer Lifetime Value For Average Store

Still Water w $7,596
’ 173 Trips

€ Sparkling Water $7,50; _
: B 166 Trips
' 4,797
CSD's ) §1§ Trips Avg sparkling water
shopper will spend
Salty Snacks $4,725 $7,501 in one store ——
’ 112 Trips , Il products
across a u
Dairy 593;)'?24 over a 10 year
) rips .
. S period

B Total Spend M Gross Profit

Source: 2016 Willard Bishop, LLC shopper database representing 20 million households, over 495 million transactions, across 22 states.
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CSD I ; Juice
. sotonics
Drinks RTD Tea Milk

Offers : Sugar content
refreshment, Caffeine need Strggs dh:)/:;:'gon keeps it from Offers flavor, but Natural
enjoyment SrsEd) being healthier chemical/too nutritionél.

much sugar
D G Uy >

Share Space = 56% Share Sales = 52% Share Space = 44% Share Sales = 48%

Share AGP S = 38% ShareTPS = 1% Share AGP $ = 62% ShareTPS = 99%

Growth = Flat Growth = 8%

- . o o
Over Spaced. No Growth. A2 Under Spaced. Significant Growth.

Source:: 2016 Willard Bishop Total Store Grocery SuperStudy (Safeway, Kroger,
Ahold). Share of sales based on Nielsen Scantrack database. 52 weeks ending
8/13/16. Milk was not included in space analytics.




th Levels, Unsweet Sparkling Water will -
% of Beverage Growth Over Next Five Years me“er

Total US (Food, Mass, Pharmacy)

Current S Growth Rates

15.3
13.0
6.4 6.7 6.5
-0.2 -0.4 0. -1.1
—— — —_— = e
Uns Sparkling Still Water RTD Coffee SS RTD Tea Energy Tonic/Selt/Club Isotonics SS Juice Sweet/Enh Sweet Spark csD

Source: Nielsen scantrack databases. 52 weeks ending 8/13/16.

5 Year Projected $ Growth Contribution (2017-2021)

460 2181

S527

S541
$648
$1,683 [N

Total projected growth
Sﬁ 55,810 (MM)

Uns Sparkling | Still Water RTD Coffee SS RTD Tea Energy Tonic/Selt/Club  Isotonics SS Juice Sweet/Enh Sweet Spark Ccsb
Source: Projections based on using current growth rates for next 5 years (2017-2021)
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e Shelves are the Most Unproductive

meijer

S Growth
-1.1% CsD
-0.2% SS Juice
+6.7% SS RTD Tea
+6.4% Still Water
-0.4% Sweet/Enh
+1.9% Isotonics

+13.0%  Tonic/Selt/Club

-0.8% Sweet Spark

+6.5% Energy

+30.5% Unsweet Spark

Page | 10

Sales $ Productivity of Last Four Base Feet

B s54 Last 4 Base feet of CSD’s produces only $54 in sales / store / week

B $s5

I 5127
I 5175
_ Biggest sparkling sets
P18t had ~14 base feet.
I 5303 Last 4 feet in these sets
were worth $666.
I 5355

Source:

2016 Willard Bishop Total Store Grocery SuperStudy (Safeway, Kroger, Ahold)
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le Space Shifting Options are Available for Sparkling Water ITI€IJ€L

Value of Growing Unsweetened Sparkling Water

First 4ft of sparkling worth $1,737

Incremental Sales

Weekly Sales S Gain | Weekly sales

Weekly net | Weekly 100 Annual 100

Space Source Per store from S Loss per
Spark Water Store Impact Stores Stores
Increasing | csp ($54) $1,283 $128,300 $6,671,600
Spark Water i
Space uice $1,337 ($85) $1,252 $125,200 $6,510,400
4' to 8' Sweetened Sparkling (S416) $921 $92,100 $4,789,200,
CSD ($88) $714 $71,400 $3,712,800
8 to12" | uice $802 ($103) $699 $69,900 $3,634,800 )
Enhanf:ed/Sweetened ($310) $492 $49,200 $2,558:4y
Sparkling
CSD (S121) $231 $23,100 $1,201,200
12’ to 16’ $353
Juice ($119) $234 $23,400 $1,216,800

Note: A national retailer saw CSD sales grow even after eliminating 40 Base Feet of CSD Space!

Source: 2016 Willard Bishop Total Store Grocery SuperStudy (Safeway, Kroger, Ahold)
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pturing ~33% of Sparkling Water Dollars
o Improve Loyalty with its Sparkling Water Shoppers

meijer

Meijer Shopper’s Share of Wallet
% of Sparkling Water $

leakage

loyalty
33.4%

Total Lost to Competition $24.3MM
Share of Wallet $12.2MM
Expenditure $36.5 MM

Sparkling Water
Share of Wallet

Leaked to Competitors

Kroger
Costco
Target
Jewel

Walmart

All Other Grocery

All Other Club
Drug Stores
Dollar stores

All other

SHARE OF
WALLET

17.6%

7.5%
5.5%
5.2%
3.4%

17.1%

1.5%
1.0%
0.6%
7.2%

$ VALUE (MM)
$6.4
$2.7
$2.0
$1.9
$1.2
$6.2
$0.5
$0.3
$0.2
$2.6

Each 1% increase in loyalty = $365K in incremental sales annually

Source: Nielsen Homescan Panel, Meijer, 52WE 08/27/16

Page | 12

Nestle
Waters
7




e Up to $96M in Incremental Sparkling s
Adding 4-8 Base Feet of Space melle[

Projected Sparkling Water Dollar Sales at Different Space Levels +8 Feet
Fi000e CAGR = +54.6%
+$96M vs. 2016

$100,000 +4 Feet
CAGR = +48.7%
$80,000 +$76|V| vs. 2016

2017 Projected S / Store / Week

Current Space = $1,397
$60,000 With +4 Feet = $2,189
With +8 Feet = $2,664

Current Space
CAGR = +35.9%
+S44M vs. 2016

$40,000
$20,000

S0
2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

emmCurrent Space  @=» +4 Base Feet @ +8 Base Feet

Source: Current Space Growth assumes current growth rate for next 5 years. Projections with increased space based on Willard Bishop incrementality analysis from SuperStudy (Safeway, Kroger, Ahold)
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from You Today... meijer

Acknowledgement that we are aligned and pursuing common goals.

e |dentification of project sponsor and key internal stakeholders
e Dates and time for upcoming project planning and alignment meetings
e Commitment to define project scope and subsequent work plan

e Access to floor plans for beverage aisles by store

Page | 14
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