Vending is Simple

Vending is simple; anyone can do it. All you havelo is buy the
products, put them in the machine—then, every Fridaye around and
collect the money! That'’s it, folks. Nothing colgpted. Of course, if
you want to maximize your profits and operate aitable business, then
things become more complex. For example:

How do you know what products to buy without doanmarketing
study?

How do you know how much to sell your
products for?

What size machines will you need?

What kinds of machines do you need? ?
How will you order and store products? —
What kind of accounting system should b

used?

Once you have products, how will you
move them from the warehouse to the vending lonatio

There's more. It's important to have a completietstanding of
sanitation, proper food handling, employee relajaustomer service,
and business relations. Consider insurance, werkempensation, and
unemployment charges. You will also need to knbawd local, state
and federal laws, regulations, and ordinancesallyinyou must
understand and comply with a number of tax gui@slin

We aren't done yet. Think about repairs—especatigrgency repairs
that could cost you revenues.



Do you sit around and wait for someone else tydur machine or
do you learn basic emergency “first aid” that midllp you keep going
during unexpected breakdowns?

What tools do you need, and where do you start?
How do you prevent vandalism, theft, and destrmétio

Whew! Not so simple any more, is it!

You get the point. Vending is not a piece of cédk@u want to be
successful and maximize your profit! All vendingepations choose
from the same products, so success really breaks tibhow well you
manage your business and market your productsredre no shortcuts
in this business. The way to build your busineds ihave the right
products at the right price and provide excellerstcmer service.

Like most other people who operate a small busjneaswill work long
hard hours and maybe even weekends. Sacrificéebewhade and
disappointments will happen; failure will seem wlbrking around every
corner.

However, if you like working with people and loveatly
getting into your job, this career is for you. Téie a

great amount of satisfaction in vending. If yoyolu do
the right things, make the right decisions, andokee
plugging away, you may certainly find financial
independence.




What's In It For You?

Based on statewide averages, canned drink salesrador
approximately 60% of BEP vending sales. Snacksfaod account for
the other 40%. To give you an idea of what's ifoityou, let’'s look at
the following basic formula:

Sales - Costs = Gross Profit

Using this formula, we can calculate the estimatedit on one canned
drink machine and one candy machine. For illusmatet's assume:

an average of 30 canned drink vends per day, ama2dy vends per
day;

you stock and harvest the machines yourself; and

the machines are active seven days per week.

Canned Drink Vending Machine

ltem: Soda

Vend Price: .60

Cost: $.34 ($8.00/24 case)
Gross profit: $.26

Using our formula on a day's vending, we get:
Daily Sales (30 x .60 = $18.00) —
Daily Cost (30 x .34 = $10.20) =
Daily Gross Profit ($7.80)

Then we can calculate further:

Weekly Profit = Daily Gross Profit ($7.80) x 7 = $5460




Annual Profit = Weekly Gross Profit ($54.60) x 52 $2,839.20

Therefore, at an average annual profit of $2,838r20ne machine, 10
canned drink machines would bring in a gross anprailt of $28,392.00

Candy/Snack Vending Machine

ltem: Snickers bar
Vend Price: $.75
Cost: $.33

Gross profit: $.42

Daily Sales (20 x $.75 = $15.00) - Daily
Cost (20 x $.33=%$6.60) =
Daily Gross Profit ($8.40)

Again, based on the results of our formula,
you can calculate:

Weekly profit = Daily Profit ($8.40) x 7 =
$58.80

Annual profit = Weekly Profit ($54.80) x 52 = $3,05560

At an average annual profit of $3,057.60 on onalgamack machine, 10
would bring in a gross annual profit of $30,576.000w, let's see what
combining the estimated annual profit from all 2@amines would
produce:

Soda Gross Profit =  $28,392.00
Candy/Snack Gross Profit = _ $30,576.00
Total Gross Profit = $59,968.00

Based on this amount, your estimated monthly goosft would be
almost $5,000 ($59,968/12 = $4,997.33).



So far, the potential income looks good. Keep indnhowever, that this

basic formula shows only the basic costs

and gross profit. The hard part now is to
keep as much as possible of the gross pr
by reducing certain costs.




Notes




Determining How Much to Order

When preparing your first order, keep the followingnind:

D

The size of your storage facility will dictate hawuch
product you can order and have on hand.

Your product mix will have an impact because yoail v
have to be sure and carry all the products categorour
customers want.

The vending equipment itself will have an imppct
depending on the specifications, such as the nunolbgr
available spirals and slots.

Good operators take advantage of savings thrgugh
promotional products and rebate programs. If spaawot
planned for "extra" items, you may not be able akef
advantage of the offered promotional prices.

Operating days will vary depending with locatidfederal and state
buildings will be closed weekends and holidays amay have only 250
operating days. Highway vending and prison ungy imave 365
operating days.

More specific information about projected salesddacility can be taken
from the BEP announcement. Canned drinks accourmdfout 60% of
sales in facilities with both canned drinks andc&sa If your facility
advertisement indicated combined sales of $5,000npath for vending,
then assign 60% ($3,000) to canned drinks and 42600)



Start up Inventory

No matter what preceding formula results indicates, important that
you start by stocking your machines to capacity —eesly in a start-up
operation. Stocking to capacity serves three rparposes:

1. It ensures that your customers are not disappointgdur service

because you ran out of product.
2. It buys you time to become better organized.

3. You will be able to record usage beginning on tret tlay of
business, thus creating an accurate record ofrthoupt mix.

Recording Product Usage for Future Reference.

Recording usage will help you to set a
standard par usage for each machine. Here is
an example of how usage works:

Suppose you stocked 10 candy bars on your
first visit. During your second visit, you
replaced 6, and during the third visit you
replaced 5. This data may indicate that you
only need to stock 7 candy bars instead of 10.




The advantage of being able to refer to a recotidasyou have a basis
on which toreduce inventory levels, thus reducing money tiganu
inventory.

Initial Order. Orders are generally placed weekly. Your initieder on
a new location will be the number of products tucktthe machines
completely for 15 days of business. This will gne enough stock in
the event the sales volume is higher than expected.

Canned Drinks. Canned drink machines hold at least 440 cans,
depending on the model. Using an example of a madhat vends 23
canned drinks per day, if you had 10 drink machigea would need to
have 3,450 canned drink units or, 144 cases imw#rehouse (3,450
divided by 24).

23 vends per day x 10 machines x 15 days = 3,450
drink units

3,450 drink units

24 cans in a case
It is important to understand that this is a shentnprocedure to insure
your success. After the first week, your ordeit s based on actual
usage.

= 144 cases

Snack machines.You can calculate the amount of initial inventéoy
the snack machines using the same process, eket o will use an
average selling price of the items you stock.

Let's assume that the location you are stockinghieffirst time has an
annual sales history of $5,000 per machine. Tdmastin the machine,
such as candy, crackers, and chips, are each mhifecently. Prices
may vary by row from 50¢ to 75¢. Let's assume tiatitems in your
machine have an average selling price of 60¢ (danctude the lower-
priced items of gum or roll candy when computing #verage).
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Use the formula: Total Sales divided by AveraghirgePrice = Total
Units Sold Per Year. From this, we get the follogvresults.

Total Sales
$5,000
Average Selling Price
$.60

= 8,333 Total Units Sold Per Year

Next, divide the units sold by the number of oparatiays to determine
the number of units sold per day.

Units Sold
8,333
Number of Operating Days
365

= 23 Units Sold Per Day

As we mentioned before, operating days vary depgnoln location, and
it important to start out stocking your machinesapacity. The quickest
way to lose sales is by not having enough produttsand to satisfy
your customers.

Initial Stock. Snack machines have between 20 and 48 spirdlsawi
capacity ranging from 6 to 40 slots for each spifdr illustration, let's
assume that each of your machines has 40 spirdi®#al units count of
368 slots. Orders are generally placed weeklyurYiitial order on a
new location will be the number of items to stole& thachines
completely for 15 days of business. This will g enough stocked
items if the sales volume is higher than expected.

You have ten machines, so you will need to havB@dghack items (10

machines times 368 slots) to stock the machinefr8ig¢ime to capacity.
To get the stock up to 15 days, you need to consideaverage number
of vends per day, which in our snack example wasl's also assume
the item you are ordering is packed 24 pieces @g®g.c All this results in
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the following formulasWe will get more exact in the following
chapters using Category Management theories.

20 vends per day x 10 machines x 15 days = 3,00hits

3,000 items
24 items in a case

= 125 cases
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uncertainty of the future. Planning is
also not deciding what to do in the
future. It is deciding what to do now in
order to have a future.

The planning process involves the evaluation ¢
your current business environment: marketing,
selling strategy, pricing, and menu.

Marketing

Marketing is one of those words that has so maffgrdnt meanings that
it becomes hard to define. For our purposes, niakevill be defined in
four ways. First, it is the process of determinvigat the customer
wants. Second, it is the process of creating aun@satisfy the
customer's wants. Third, it is the strategy fompoting and selling the
items that were defined in the second step. HBinilis obtaining
feedback to determine the new wants of the customer

Determine the needs and wants «—
Create the menu

Promote the products

Obtain feedback

13



Market Analysis Form

Competitor #1
Name
Address
Price Range - Fill in actual price
ltem Price ltem Price
Snacks Roll candy
Candy Gum
Canned drinks Juices
Coffee Hot drinks
Other Offerings
ltem Price ltem Price
This business is competitive at:

Start of day Break Time Meal Time End of Day

Menu Focus
Low-Cal Premium Snack Sandwich Entrée
Regular Snack Pastries Other:

Categories
Salty Snack | Crackers Cookies Chocolate Candy
Non-chocolate Candy | Nuts Granola/Breakfast Bars
Pastry Gum Hard Roll Candy

Affiliation
National Local
Chain Chain Independent Commercial

Describe the Vending Site
Type of Customer

Stationed Management | Physical On-the-Go




Pro Pro Pro

Family Travel Other:

Why This Vending Facility Is Successful

How Can You Compete?

Estimated Level of Business

$: # of Vends:

Other Comments
(Identify strengths, weaknesses, and opporturiitiéise facility
marketing. Are the glass front machines sparkélegn and well
stocked? Are foods fresh and is there enough yaaietong

categories to satisfy the custorfeire the foods and drinks being
offered the kind of foods the customer wants?decth user-friendly
refund policy in place? Are there any major chabi@events at the

site?

Nl




Identify your market: Is it a government buildimgilitary
complex, prison unit, post office or a traininge8it Each
location has its own unigque requirements and deséord
products.

[
Locations with all male or
predominately male populations --......
will have a need for foods that
"taste good" and that are DJJ.......
usually higher in fat content, while a state bunfgithat houses a mostly
female population may have a need for more dieikdri
and low-calorie snacks. These trends are

supported by research done by large
corporations like M&M/Mars and Nabisco.

Next, identify competitive trends and
competitor performance. How close are
other vending operations? Is the snack bar
selling like products? What are the other neanmsiresses (7-11,

Circle K, Arco, etc.) selling the like products fand what products are
selling well in these locations? If an item s&sll in grocery stores

and convenience stores, then it stands to reasbihil item will be a
good seller in your machine. Customers tend togrogucts with

which they are familiar. The local stores hakeady done the market

study for you, so take advantage of this free reté¢a
Sales Strategy

2111

An effective sales strategy gets the most out af ywachine. Key
points in putting together a selling strategy @eenographics, pricing,
menu, and marketing.

Demographics

The statistical study of the human population ikeda
demography. The most common and useful demographic
variables in a sales strategy are:




Age
Gender
Income
Occupation
Ethnicity

Understanding the variables in your own markettlagekeys that allow
you to more accurately describe the type of clienfeu serve. When
viewing your market variables, certain trends wilierge. For example,
people from different occupations are more likelytirchase specific
types of canned drinksMen working in a hot warehouse tend to buy
drinks that are low in sugar but high in energy<iow ingredients, like
sports drinks. Women working in an office enviramhtend to
purchase diet drinks and other low sugar drinks.

Although customer preferences, desires, and hataitsdiffer among
individual shoppers, groups of people tend to shareain common
characteristics and may exhibit the same prefeseand buying habits.
A group of customers that shares a common demougraphracteristic
Is called ssegment

One major soft drink company defined the occupatisegments of
their customers as:

Stationed ProfessionatCustomers whavork the majority of the day
in the same location in an office environment. Egpjobs are

administrative assistant, bookkeeper,
and insurance adjuster. They consume = A
diet drinks, teas, and juices.

Management Pre—Customers who
manage an intense schedule. Their wor
keeps them at the office long hours.
They are very active and take



unscheduled breaks to escape stress. They buyeavaribty of
drinks.

Physical Pre—Customers working in an
industrial setting. Typically male, they
perform physical work that keeps them on
their feet for long hours. Due to the nature
of their work, these buyers tend to prefer
sports drinks and juices.

s

On-The-Ge—Typically
healthcare workers. These workers are
predominately female and are always on the go <
moving from one room to another, rarely taking &

break. These workers usually buy diet drinks. |\ & =
7

—

By understanding customer behavior and prefereng
it is possible to design a marketing plan that habe
the greatest appeal to the people working in the
specific location.

— Y




Pricing
There are two objectives when pricing items foes#@he first
Is to price items so that they offer the customgoad Q
value for their money. The second is to set pratdsvels

that provide an adequate margin to cover costdemwd enough left
over for profit.

Customers will remember the prices for items thascpase
frequently (price sensitive), such as canned drinkkk, chocolate
candy, and chips. Brand items that are commonipdan all food
outlets, such as Frito-Lay potato chips or Snickarsdy bars provide to
customers with ample opportunities to compare yoizes with others.

Commonly purchased items with which customers amalfar tend to
move faster and create higher sales even thougbrdtfie per item is
lower. Although the profit is smaller, the higHesavolume provides
more profits than an item with a higher profit marthat sells very
slowly

Factors that contribute to pricing strategy:
Customer preferences or demands
Competitor pricing
Gross margin/overhead

Customer Preferences One of the most important decisions you will
have to make is to determine the assortment ofymtsd/ou will offer
your customers. Selecting products that will $atyeur customers'
needs requires a good deal of research and judgrivarket research
by large corporations shows that about 30% of tlstarners want a lot
of variety.

Find out what other vendors are selling.

Survey the customers.

Gather information from snack and retail distribsto



The Top Selling 50 Snack Items

(not current but close)

item Description Pack | Size |Index
1 Snickers Bar 8/48 | 2.070z 1
2 M&Ms Peanut Ca 8/48 1.740z7 7
3 Reese’s Peanut Butter | 9/36 1.6 oz .45
Cup
4 Twix Caramel Cookie Bar10/36 20z .35
5 3 Musketeers Bar 10/36| 2.13 0z .31
6 M&Ms Plain Chocolate | 8/48 | 1.69 0z .30
7 Mé&M Crispy Choc. 12/24 1.50z .28
Candies
8 Hershey Almond 9/36 | 1.4507 .27
9 Cheetos Crunchy 72 | 1.12507 .23
10 Doritos Nacho Cheesier| 72 1oz .23
11 Cheez-it Snack Crackerg 60 150z .22
12 Chocolate Chip Cookies| 48 20z .21
13 Lays Potato Chips 72 1oz .21
14 Butterfinger Vend 4/48 210z .21
15 Payday Bar 12/24| 1.850z .21
16 Reese Sticks 9/36 1.50z .20
17 Baby Ruth Vend 4/48 210z .19
18 Kit Kat 9/36 1.50z .19
19 Oreo Creme Sandwich 120 1.8 0z .19
20 Fritos Regular 72 1.250z7 .18
21 Rice Krispie Treats Sq. | 4/20 1.3 0z .17
22 Almond Joy 9/36 | 1.76 0z .16
23 Milky Way Bar 10/36| 2.150z .15
24 Zoo Animal Crackers 60 20zl .15
25 Doublemint 5 Stick 12/60 5stk| .14
26 Doritos Nacho Cheese 48 1.750z .14
LSS
27 Frosted Strawberry Pop | 72 3.60z .13

Tart




ltem

Description Pack | Size |Index
28 Skittles Bite Size Candies10/36| 2.17 ozl .12
29 Ruffles Ched & Sour 72 1oz .12
Cream
30 Andy Capps Hot Fries 60 loz .11
31 Strawberry Twizzlers 9/36 250z .11
32 Crunch Vend 4/48 15507 .11
33 Starburst Fruit Chews 10/36| 2.07 0z .11
34 Cheez-it White Cheddar| 60 150z .11
35 Cheese N Bacon Tato 72 1oz .10
Skin
36 Original Snak-Ems 72 1.750z7 .10
37 Bugles 60 8750z .10
38 Olde Tyme Pretzel 60 1.58 0z .10
39 Cheetos Crunchy LSS 48 1.750z .10
40 SS Ritz Bits Cheese 60 1.750z .10
41 Olde New England 4/24 | 3.250z .10
Brownies
42 Mr. Goodbar 9/36 | 1.750z .10
43 Whatchamacallit 9/36 1.7 oz .09
44 York Mint 9/36 | 1.43 0z .09
45 Fritos Com Chips Big 48 2.2507 .09
Grab
46 Planters Salted Peanuts| 144 1oz .09
47 Milk Chocolate 9/36 | 1.550z .09
48 Chips Ahoy Snk Sz 60 20z .09
Cookies
49 Lays KC Master BBQ 72 1ozl .09
50 Lorna Doone 120 1.50z .09

Vistar invoice




—=—Competition .

Your competition is another major factor in putting together a
pricing strategy. Your customers are more likely to purchase
products on their way to work from convenience stores or gas
stations if your prices are too high. You can
sometimes charge a little more because A_R
vending machines provide a Q
convenience, but customers will go é @
elsewhere if your prices are too far @ é\
out of line.

&—=—Gross Margin . Gross

margin is the difference between the
purchase price and the selling price of an item. Your gross
margin must cover your overhead expenses. Overhead includes
operating costs such as handling, storage, transportation, and
labor. The price at which you sell some products may barely
cover the cost of that specific product, which in turn results in a
small profit for that item; however, this should be offset by higher
gross margins on other products. The target you want to aim at is
an overall pricing strategy on products that produces a good net
profit.







Product Selection

The third step in snack machine merchandisingas#iection of
specific products and brands within each categdtey should be
viewed in three groups:

1.

2.

Core Products—Products that are in every machine, every day.

Cycle Products—Products that are in every machine during a
specific menu cycle. Cycle products will normatlyange between
menu cycles.

. Choice Products—Sometimes known as "wild cards," products that

the route driver may choose from a list of alteinres within the
category to meet specific location demands.

Core products. Core products generally represent less than @0dte
snack machine facings and are normally of two types

Gold standard items—products that are considered by the vending
operator to sell so well that they must be in evaachine (e.g.,
Snickers).

Category standard items—products which are "standards" in terms
of providing category representation (peanut bu#tel cheese
cracker sandwiches, microwave popcorn)

Cycle Products. The majority (60%pf products offered within a snack
machine should be in the Cycle Product group. €pobducts are fixed

for all machines during a menu period, but changema cycle changes
to provide programmed variety. Cycle productgemeral, should be:

Products that represent leading consumer braneisain category.
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Products in each category that have different flavdaste profiles.

Choice Products Choice products should be less than 20% of the
snack machine’s facings. They represent optionthfroute driver to
customize the location’s merchandising based ugomogjraphic factors
or local demand. Options to fill these Choice Rixidlots should be
restricted to approximately three SKUs per slatréby continuing to
minimize the number of SKUs in the warehouse.

The criteria for a product’s inclusion in an oper& menu are the same
regardless whether the products are core, cyclehace products. Al
products should be either top-selling items asngeffiby retail (IR1),
vend or other consumer data, nationally brandedpreducts, or new
products which represent an extension of existnoglyct offerings.

The key to category management is to restrict prbselection to the
best-selling items.

Menu

The success of a vending operation is stronglyarfced by the menu.
Decisions need to be made about brands, sizesy$lasolors and fat
content. When selecting a vend, many people start thegssowith the
guestion, "What do | feel like eating?" By the ¢itthe customers are
facing the machine, they have a good
idea of what they want. Research
indicates that if they cannot find the
product they want they are likely to not
make another selectiois many as
20% of the customers that go to a
vending machine with money in hand
will simply walk away because they did
not find exactly what they wanted'he
snack machine needs to offer a large
variety of items based on local buying
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trends. Give them what theyant, not what you want!

Variety. Itis very important to have snacks availabarfrall the major
categories:

Salty Snacks
Crackers

Cookies

Chocolate Candy
Non-chocolate Candy
Nuts

Breakfast Bar/Granola
Pastry

ONOoGhwNE

Cycle Menu Planning

To ensure product variety, select cycle produatsroltiple planograms
simultaneously to allow for visibility of productviety and rotation.

The following example shows 30 different candy jd available to
consumers over three menus cycles, but only 12uatedn the
warehouse at any one time. Multiple cycle vistbiilso helps operators
to plan product selection to meet manufacturer gnogrequirements.

Menu Cycle One

|3 QZO S B 2T = Q | Q |Nutrageous
5 |2 v 8|S 2a =2 Q|9 Mikyway,
o 5|82 |2 |23~ & | 3 | 3 |Crunch,
18] ]2 |°> = ® | < | < |Mr. Goodbar
Ol O ~ | wC| wC/| Wwild Card
% % Options

Menu Cycle Two
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Hershey

Cookies'n
Cream,
Milky Way
Lite,

Mars Barr,
Carmello

Options

>

Ch candy

Ch Candy

WC | WC| Wild Card

Mounds

Hershey Milk

SW Candy

Kit Kat

Baby Ruth

M&M Peanut

Reese pbc

Core

Snickers

Core
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Milky Way

Dark,

100 Grand
Bar,

Options

O
>
0
)
-
o
<

WC | WC | Wild Card

Reese Stix

Almond Joy

York Mint

M&M Plain

Crunch

M&M pnut

Reese PBC

Core

Menu Cycle Three

Snickers

Core
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Once you have gathered this information you ardyréa begin

planning your product selection and placement. rgmal is to generate
the most sales and customer satisfaction, whidhregllt in the
maximum amount of profit.

Your planning should begin with the information yioave gathered on
what the customer wants. What the customer waspsertls on the type
of vending location you have. Use the followingaemendations as a
starting point. Then as you generate sales amddeales mix you can
adjust the products to fit the needs of the custem¥ou should select
good well known products to generate thaximum sales per vend

You may be tempted to use the least expensive ptedw generate the
largest amount of gross return. However, studigpart the fact that
national brands outsell less expensive brandsdigraficant margin.
While you may get more profit on less expensiventdsa you will have
to sell 6 less expensive products to equal the sholar sales on only 4
national brands. Thus, you need more space foagtocand more time
to restock the machines. This results in higherloead costs and more
work for you.

The products you choose to sell should begin wittvéew of the
incentives and promotions offered by
the distributors. Examine the produc
that are available to you through the
various vendors. Check the prices
and promotions and take advantage of
order points and special pricing.
Planogram: Step-by-Step

15



1. Determine what products and promotions are abi@lfrom
suppliers, distributors, and manufacturers.

2. Plan your product mix based on your companyidajines

3. Gather your teammates and design the Plano gr
Code all products. Place according to machine
marketing information.

4. Be sure the people in the warehouse,
route, and ordering know what is on thg
Plano gram.

5. Follow up on the Plano gram in the
field.

Three important factors to consider:

1. Emphasize the right segment by location

2. Select the products with the best MSP (maximal®ssper vend ) to
maximize return on space

3. Use Plano grams to management assortment
Recommended Office Plano gram

Consumer Information

Offer a healthy selection to appeal to a divergaupaiion
Stock large size salty snacks items that appeadrtsumers
Reallocate space between snacks and crackers

Rotate second tier every 4 weeks

Recommended Items

16



The following is only a recommendation at the timéwriting. Always
check with your distributors and current vending mazines for a list

of top selling items in your region.

Everyday Iltems

Snacks

Cheetos Crunchy LSS
Doritos Nacho LSS
Fritos Regular

Lay’s Potato Chips LSS
Rold Gold Pretzels

Candy
M&M'’s Peanut Chocolate Candies

Snickers Bar

3 Musketeers Bar

TWIX Caramel Cookie Bars

Reeses Peanut Butter Cup
Twizzlers Strawberry

Baby Ruth

Cookies & Crackers

Regional Cheese

Grandma’s Peanut Butter Chocolate
Chip Cookies

Pastry and Miscellaneous
Rice Krispies Treats
Regional Cake

Regional Cinnamon Roll
Regional Powdered Donuts

Rotational Items

Snacks
COMBOS Snacks
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Doritos Nacho Cheese

Fritos Regular LSS

Lay’s Potato Chips LSS

Old-Tyme Pretzels

Nibblers; Pretzels F/F

Snak-Ems

Regional Potato Chips

Regional Pretzels

New York Style Garlic Bagel Chips

Candy

Milky Way Bar

Milky Way Lite Bar

M&M'’s Crispy Chocolate Candies
M&M'’s Plain Chocolate Candies
Skittles Bite Size Candies

Skittles Bite Size Candies Wild Berry
Starburst Fruit Chews

Starburst Fruit Twists

Starburst Hard Candy

Starburst Tropical Fruit Chews
Hershey’s Milk Chocolate

Hershey’s Milk Chocolate with Almonds
Hershey’s Sweet Escapes Chocolate
Kit Kat

Mounds

Pay Day

Reese’s Cookie Cup

Reese’s Stix

York Peppermint Patties

Butterfinger

Nestley Crunch

Red Vines

Mike & lke

Hot Tamales
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Regional Items

Cookies & Crackers

Grandma’s Chocolate Chip Cookies
Cheez-it Crackers

Planters Peanut Butter Toast
Snackwell's Chocolate Chip Cookies
Snackwell's Creme Sandwiches
Snackwell’'s Vanilla Cookies

Ritz Air Crisps

Ritz Bits

Regional Chocolate Chip Cookies
Regional Oatmeal Cookies
Regional Peanut Butter Crackers
Knott's Raspberry Cookies
Wheatables

Pastry and Miscellaneous
Regional Chocolate Donuts
Regional Dunkin’Stix

Act Il Butter Popcorn

Act Il Natural Popcorn
Kellogg's Apple Cereal
Kellogg’'s Strawberry Cereal
Pop Tarts

Breath Savers

Carefree Bubble Gum
Carefree Cinnamon Gum
Carefree Peppermint Gum
Carefree Spearmint Gum
Life Savers
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Categories
Salty Snacks
Crackers
Cookies
Chocolate Candy
Nonchocolate Candy

Nuts
Breakfast bars
Pastry
Gum
Roll candy

!

y

Product Sources
Vend Distribution
Food Service
Distribution
Ice Cream Source
Whole Sale Club
Grocery

y

Pricing
C- Store pricing
Grocery pricing
Waste (

Fair dollar value

/4

Menu
Decide on must-haves
Top sellers
Define the rotation
Maximize branding
Introduce new items
Plan promotions

y

igs

Transportation of
Product
Procedures for "picking"

Product containers
Truck organization

Product accessibility
Mobile equipment

Accountability

VAN

The Flow

<: of :>
Products
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Category Management: A New Tool for Higher Sales ahBetter
Profits

Now that you know that nationwide studies show 20 of all

vending customers walk away from a sale simply bsedhey could not
find what they wanted, as a vendor manager, yoluwaiht to spend a
lot of time planning where products will be dispdayin the machine.
The manufacturer may offer a number of money-sagnognotions, but
none of this will do you any good if you do notds to the customer’s
wants and dislikes.

Think about it this way: 2 out of every 10 custosith a dollar in
hand do not buy from a vending machine becausediteyot find a

food they liked. A chocolate |over | [z m——————
is not likely to switch to hard k v )’Q
candy, and a chip lover will not T O
likely switch to a cracker. Get the Q) /3

picture? But—if you could get jus

25% of these "walk-aways" to buy, you could inceegsur revenues
without having to invest more moneategory managemens how
you do it. Category management is an objectiveegyshat allows you
to make the most money from the space you alreadg hy giving the
customers what they want

For the system to be effective, you must not alloevmanufacturer to
sway you. You must base your purchasing on inftionayleaned from
your experience, your employees, your distributangl from reliable
consumer data. Additionally, you must reduce inegnand manage
the space available in your warehouse and machiitge maximum
efficiency. Finally, never forget that it is thestomer—even the walk-
aways—who decides what sells.
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The benefits are great!
Inventory is reduced, thus it is less clutteredjeyao secure, and you
spend less time ordering and inventorying.

Your inventory turns faster, which gives you fraspmducts, less over-
ordering, and less money tied up in old stock.

The benefits overflow into the route managemenabse the truck is
easier to inventory due to less stock and it té®stime to do your job.

Of course the biggest benefit to category manageisemthe amount
of money it frees for other investments or to thkene.

So there it is. With very little effort, you in@se overall profitability

from higher machine sales, reduce cash investmanventory, and
improve warehouse and time efficiency.
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The Rewards of Category Management
(Supplement t&Automatic MerchandiserFebruary 1999, Sponsored by
Nabisco)

As the Hudson Institute report released at thec&ju NAMA
convention noted, several trends will continuenpact the #1 vending
industry for the following 5-year period: the dowasg of the
workplace, the aging of the baby boom generation, the transition
away from a male-dominated, blue collar workforce.

Taken collectively, these trends indicate thatamuer preferences are
changing rapidly. This challenges the vending stdueven further to
consistently provide consumers with the producterarthey demand
while still effectively managing the warehouse sa$iat can come with
variety.

Recently there has been a fair amount of discnsaid attention
regarding category management and its potentiaifsignce. Could a
more disciplined approach to merchandise managebeetiie solution?
While manager awareness is growing, the need to le@are about the
methodology, requirements, and benefits of categoaypagement still
exists.

What is Category Management?

The vending industry today is where the superntaridustry was a
few decades ago in its product selection practi€é@serators base much
of their product selection on deals with their diggp. Most operators
know what "core" items they want to carry in themachines. The
majority of the other items, however, are seledbeded on cost and
what operators think consumers want.

The traditional method of allowing the driver také ultimate
responsibility for product selection with minimahvolvement from
management is widely practiced. In many compamesimittees make
selection decisions, the assumption being thatgetagroup of people
can make a better decision than an individual oallsgroup. These
decisions, while often good, are nevertheless piiynaased on hunches
instead of research. The product selection coraaithay decide on a
new item to inventory but the driver, empowered hwitomplete
selection authority, can ignore this product, whaften renders the
decision-making process nearly useless. Equallynteouproductive is
when the warehouse purchases products outside ef biying
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committee’s selection. In fact, numerous fieldds#s have shown that
many snack machines serviced by experienced droend carry the
core items that the manager "mandates."

If you don’t control the warehouse, you will nevercontrol the
machine.

Category management is a system that deliverptbeéuct variety
consumers demand, simplifies product selection het toute and
warehouse levels, and provides the proper infoonafor the manager
to better control the machine menu. These berafgsachieved without
increased expenditures, utilizing existing equipmeand route
investment. In simpler terms, category managennerdn objective
system that shows you how to make the most mormay the space you
already have by giving the consumers what they want

How Category Management Can Help

Most managers currently have little or no stratégyidentifying the
most profitable mix of products for their machin@alith other retailers
like supermarkets, drug, and mass merchandisdega® management
has become standard operating practice. It is magement tool that
delivers tangible, measurable benefits when it bes a part of a
company’s operating philosophy and practice. Tlees benefits
delivered in these retail channels can also bevel@rin the vending
channel. These are:

Increased profitability from higher location sales.

Reduced cash investment in inventory from reducedber of
products in the warehouse.

Improved route and warehouse labor efficiency amdiyctivity.

Higher sales can be achieved by selecting thesdtfirning
products. Reduced investment is achieved as welinkentorying
fewer, yet faster turning brands. (Field testswsiioat a 40% reduction
In inventories is achievable for many operationsceoncategory
management is implemented.) Improved labor effoyeresults from a
more disciplined approach to consumer-driven merdisang and fewer
stock keeping units (SKUSs).

Other benefits of these changes include maximigdwegreturn on
investment in both product and labor and increashmg accuracy of
tracking product movement. Whether the salesraikéd manually or
with a handheld computer, fewer products to managans less time
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and less chance for error. Fewer SKUs to inventomg the added
benefit of larger volume purchases. This gives mthahager more
bargaining power with the manufacturers, and emsabiem to reach
rebate targets faster.

What about variety? Reducing inventory does not necessarily
mean less variety in the machine. The assumptianit does is one of
the most common misconceptions of category managemeTlhe
average snack machine holds no more than 40 orp#als An
inventory of 200 products is not only costly, butill also not bring
more variety to a machine in which only two or #hrproducts are
rotated at any given service cycle. When prodatggories and product
selection follow a prescribed menu, proper rotatwiti provide the
needed variety. By providing the consumer with thest desired
products, the manager is rewarded with the higleest of sales, profits
and customer satisfaction.

The category management merchandising philosoplnased on
the belief that maximum product variety creates imaxn sales.

Proper rotation of a few, top-selling products aget you the
variety consumers demand.

How It Works. The category management process is a simple; fou
step process:

1. Category identification

2. Space allocation to categories

3. Product selection (using fact-based system)
4. Menu cycle rotation
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Category identification. Managers may choose to categorize products
in any number of ways. Maximizing snack sales, éwav, requires that
all categories be represented in every snack machkollowing is one
way to categorize products:

Chocolate candy 22%
Salty snacks 29%
Pastry/baked goods 11%
Cookies 9%
Crackers/cracker sandwiches 6%
Nuts/natural snacks/snack mixes 2%
Nonchocolate candy 5%
Granola/breakfast bars 6%
Gum 5%

Hard roll candy, including mints and drops 5%
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Operator Testimonial

Manufacturer-Supplied Data
is Reliable, Veteran Vendor Reports

For a veteran like Ray Meolo, the current intenesiategory
management brings a proud, I-told-you-so type afesnThe 20-
S__ . Year veteran Ray an owner of Worcester, Mass.-bisiseda
” Vf Vending Inc., has always believed that plan-o-grant historic
,é sales data were needed for vending operators tutxthe most
[ { profitable snack menu possible. His drivers hdways used
plan-o-grams.

Ray believes vendors always had the tools to égemategory management,
thanks to the willingness of some product manufactuand distributors to
provide them with the necessary market data. "@hould | try to wrack my
brains out in what sells in spiral number three®?'abked, rhetorically. Holding
some manufacturer-supplied data, he continuedis'iShmuch more in-depth than
anything | could ever do." Asked if manufacturepglied data could be trusted
for accuracy, Ray responded that the differentkgmams from different
suppliers are notable in their similarities morarthheir differences. For new
items with no sales history, Ray makes it a pamdriodically test new products.
Any item being tested will be in all of the machsne

The biggest mistake most operators make in thiegtyxt selection, he said, is
they buy based on cost alone. Customize machleet®s on an individual
location basis? Ray has learned that the menwwillniform in a large geograptic
area. Product selections are based on wareholese Jdne only disparity in his
experience is in locations with a lot of white-emlfemales. These locations will
move more low-fat items. In 20 years, Ray has dopiroduct suppliers a willing
ally in his effort to implement the best-sellindestions in his efforts to implemeint
the best selling selections in his machines.
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Category management in vending is grounded in ¢heflihat

consumer demand is often not transferable betwifEmeht categories.
Research supports that 20% of consumers will walkay if their

planned choice is not available (Source: Brick & kalge, 1996).
Consumers seeking chocolate will not shift to sadtyacks if chocolate

Is not available, and vice versd he challenge is to maximize consumer
purchases by having all product categories contislyoavailable in

every machine.

Space Allocation to Categories
Allocating space is fairly simple:

Each category gets at least one facing (usuallygheeller for that
category).

Additional facings are assigned based on categues ¥olumes and
physical product size (for machine fit).

For example, if a machine has 45 facings, 10 selectan be assigned
as minimum allocations (one for each category)2mdan be based on
category sales volumes.

In addition to category demand, assignment of catefacings requires
matching available machine space (as defined rglsgizes) with
product space requirements. Bagged snacks cahmabfsmall
product spirals, and the use of a large spirahfemall spiral product is
a waste of machine space.
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Operator Testimonial

How a Skeptic Became a Believer

Phil Tollett was skeptical about category managgme
but a presentation at last year's Ohio Automa
Merchandising Council's annual meeting encouraga(
him to give it a try. He was swayed by the faett thivo
product suppliers were saying very similar thingsw
category management. Now he’s glad he did it's Heen 3
very successful for us,"” said Tollett, vice presideof
Northwest Vending Inc., Elyria, Ohio. The compdras cut
the number of snack items in inventory from 25@®@oand is
actually rotating products more frequently andisglimore.
"l just couldn’t believe it, but that's exactly whHeppened,”
he said.

The first step Tollett took was to execute a pdagram on all of his
routes. He used selections suggested by Dave r@aosshis Nabisco
sales rep. Sales were then reviewed monthly, aaglan-o-gram was
adjusted accordingly. The company executes omelatd plan-o-gram
for 40 selecmachines and another f¢5-select units

One of the biggest benefits of the program is thetegrates what's
in the warehouse with what's in the machine. "@lan-o-grams ar:?
how we order and how our machines are set up.alskh forces the
driver to change a selection; the plan-o-gram @&nged quarterly. "Youl
force change,” Tollett said. In the past, new gesauld not always get
shelf space since there were so many other itentiseirwarehouse fcr
the drivers to use.

The program has also simplified sales account{e have a better
handle now on what sells and what doesn’t sellie ©ld methods cf
letting the driver decide everything was not a gooe, in retrospec..
Sure, the driver was able to respond to specialestg, but Tollett nows
realizes that in handling "special requests,” therets were jus:
pacifying a vocal minority. "We were making one@gtomer) happy and
losing a lot for the other 99 people to whom welddwave been sellin)
something." Drivers initially objected to losingeih product decision-
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making authority, but these objections faded wheey tnoticed the
iImproved performance. Snack sales increased 15%0% in most

machines. The company soon realized it had to kager inventories
of its core products. Northwest Vending keeps additional day's;
worth of supply in inventory for its core items twake sure they dor't
run short on these items.

"Our planograms are how we order and how our nmashare set up "
Tollet said. So impressed has he been that helgraal plan-o-grams
for the cold drink, hot drink and food machinesnazd!.

Financial Benefits of Category Management
Vending operators gain three benefits from categuapagement.
1. Increased snack category profitability from higlueation sales

2. Reduced cash investment in inventory from redud€dsSn the
warehouse

3. Improved route and warehouse labor efficiency
Menu Cycle Rotation

A time period must be established for each meniecyto ensure
product variety, the operator must select prodiaswill be rotated
each cycle—"cycle" products—to allow for varietyeri®ds should be
no shorter than four weeks and no longer than euglelks. Shorter
menu products will:

Enhance product variety.

Provide continued route driver interest.

Help to eliminate complaints from restricted prodanailability.
Tend to remove the desire for warehouse operatmparchase
“renegade” products.
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How to Get Started

Reports from the field indicate that the most diift part of
implementing category management is getting star€@ategory
management in automatic merchandising (as in thersuarket
industry) must be understood as a function of comppaanagement. It
Is a process that brings the operator into a pestiii@ with his suppliers
and his employees. Suppliers are a key resouramfesultation, as
well as information. The more information the aer has the better
his chances to provide the most satisfying prodiactse consumer.

Most vending companies that have been in busirmessome time will
have product-specific sales information by locatmwl machine. Itis
important for vending operators to take advantdgdl @ata sources
available to help them when planning their macmenus.

Operator Testimonial

The Bigger the Company, the Bigger the Zf
Rewards A

Implementing category manageme
of a large company was a lot more
difficult than at a smaller company,
Scott Guardino can attest. But the
rewards, he has found, are a lot bigger,
too. Category management was one of t
merchandising ideas Guardino took with
him when he sold his vending operation to
Paramount Automated Food Services
Inc., based in Pompano Beach, Fla.,

32



where he now serves as director of marketing andldpment. He
implemented planograms—a tool for executing the @mgjs machine
menu—on all of the company's 39 routes.

The program took about three months to implemaamd, it required
more patience than Guardino was used to. Butifphaved equally
beneficial, just on a larger scale. Reductiomientory was an
iImmediate benefit: confections were pared fromd/Ql items; chips
and cookies each fell from 10 to six. And the campis now buying
almost 90% of its chocolate candy from one manufact because it
recognized that it needs fewer items in the categor

Another financial benefit was a significant lift sales: sales jumped
by as much as 40 percentage points on some rotiles.is due to the
fact that the machines are carrying the most degireducts.

Taking the decision-making responsibility awaynfirthe drivers
required a major sales job, and one that wasn’'tpbetely successful;
some drivers simply went to work elsewhere. "Wien have no
choice but to take control of your business, youeha realize you're
going to have some casualties," Guardino said.

Customers needed to be sold as well. Some ditikeaihe new
system when it was first explained to them, butdéies reports soon
convinced them that consumers were buying more ffreemachines.
Paramount’s drivers use handheld computers to ®ackt Guardino's
sales.

Supervisors review machine sales almost daily.arbduct use
reports are used to determine changes in the m@nardino pays close
attention to consumer advertising in designingofesmograms. A major
promotional push will cause him to rotate a certam into the menu.

While category management is important in the lsmaachine, the
benefits have been such that Guardino has extahtiedis other
machines as well.
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Utilize Data Sources
Vend Sales Data.

Product suppliers (manufacturers, brokers, andiloidors) can provide
internal data on their best-selling products. Manyecent years, have
begun tracking sales by location type, which isthare useful than
overall product rankings. Some have further trdgkerformance by
geographic region, which is more helpful than neiaankings.

Some computer software companies have begun gaghsales data
from vending machines. The data, organized inponts, will enable
operators to base product selections on custonmeaie.

Retail Sales Data.

Product suppliers may also be able to supply IRbfimation Resources
Inc.) or Nielsen data showing what consumers ayeniguat the
supermarket and other retail outlets. While retath does have value
for automatic merchandising, there are some linorast

A supermarket purchase is more of a planned puedhas a
vending, "impulse" purchase. However, both typgsuschases
often involve the same consumer, with roughly @iee brand
loyalty and preferences across channels.

With the exception of public locations, most vempliacations serve
captive audiences. Vending operators are uniqumngmetailers in
that they must continually change products to naainthe
consumer’s interest in the machine.

A Participatory Process

To be successful, category management must inweslgey level of
employee at the company, from the CEO to the rduter. It gives the
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top-level management the means to know what prediiziuld be and
are being placed in the machines. For most corapaitimay require
asking drivers to do their jobs differently. Iteh means taking some
decision-making responsibility away from the dra/er

Managers are advised to have a plan in place baftempting to
iImplement category management. This plan shouldde formal
meetings with all employees who will be part of frecess.

Category management must be a participatory prdodss successful.

A Real Benefit for Automatic Merchandising

Category management only begins to deliver profgact to the
vending operator when two situations occur:

1.Warehouse product ordering controls are estaaisimd strictly
enforced.

2.A continuity system for planned menu cycle ratiatis in place. Any
effort toward category management without impleragan is a wasted
effort. The perfectly designed planogram, whicharesees the
fluorescent light of a snack machine, is of abshuho consequence in
terms of product sales and profits.

The benefits of using category management are tarime and
measurable.

1.Vending operators can expect to see sales grak¥dio 10% as a
result of category management. One survey showederage 3.6%
increase. As sales grow, so do profits—at an eastef rate,
considering that the actual investment in route\aacehouse labor does
not increase.
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2.With category management, vending operators asa hn objective
way to manage their product merchandising. Thdiptelbenefits are
higher location sales, reduced investment in inmgntimproved labor
efficiency—all translate into a win, win, win situ@t for the operator,
warehouse personnel, driver, and consumer.

Benefits of Category Management

Delivers Real Variety — It sells to the walk-aways
Warehouse Control — You run your inventory, it ddeam you

Cash Flow Improves — Less money in "dead" inventorgre money
in the bank

Reduces complexity — SKU reduction; ordering iseras
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VENDING MACHINE ACCOUNTABILITY

BEP vendors are encouraged to think of each and everyone of
their vending machines as a “stand alone ” business. Each
vending machine should do its part to contribute to the overall
“success ” of your business. Vending machines that are
“minimally utilized ” should be relocated to busier sites or made
available to another vendor in order for our program to maintain an
acceptable “return on investment ” on equipment. As a rule, if
you're not doing at least $15.00 per machine, per day or $300.00
per machine, per month you should relocate the machine or make
it available to other vendors.

To be profitable, you've got to maintain “detailed records ” for
each vending machine you own. Each time product is loaded into
a particular vending machine the “exact” number of units must be
noted along with the “exact” amount of money that is harvested
from each vending machine, “each and every time the machine
Is serviced .

Vending machine records are used to establigiad ‘inventory for

each vending machine. No, you don't just fill eaeimding machine to
capacity and hope the products will sell. It'soalsiportant to remember
that each vending machine is unique. You'll dissrathat what sells in
a vending machine at one location will be differdran what sells in the
same kind of vending machine at another locatiinending machines
are serviced more than once a week you will alaml¢éhat the amount
of product sold will vary for a number of reasoasging from changes
to employees work schedules and increases in tbauof visitors to a
location to employees paydays.
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Let’'s say, for example, that you have a vendinghireecthat has a
“par” inventory of 100 units and each unit sold fob8.. In addition,
you have a $10.00 bank in the machine to make @h#forg/our
customers. You now know whenever you go to thisdugg machine
you’ll have “exactly’ $60.00, either in money or product (including the
$10.00 Bank) or a combination of all 3. You caarde the par
inventory whenever you want and you’ll always knibhe exact retail
value of each vending machine. Why is knowinguwheding machine
retail value so important? This will allow youkoow the *exact retail
value of inventory needed to have on hand necessatypport your
entire vending needs. The process also deterrthedgxact’ amount
of product that has to be brought to each vendiaghime using your
retail accounting system. This will also tell yaexactly’ how much
money is to be harvested from each of vending machi

Enclosed is a vending machine retail accountaldityn. Try using it to
track a single vending machine. Get acquainted thi¢ tracking

format. Begin using the system to control all¥leading machines at a
single location and continue this effort until yieave all your locations
on “retail accountability”. For larger vending programs you can even
use the same system to control the vending warehans route truck
inventories.

The system is quite simple. If you load 40 umit® ia vending machine
that vends at $ .50 per unit you should harvest@2fiom the machine.
If you only collect $19.00 the machine is shoi$1-00). On the other
hand, if you harvested $21.00 the machine was @#%.00). If your
route man serviced 10 machines and filled all ehttwith a total of 500
units vending for $ .50 each he should have pudhattly 500 units of
product from the warehouse and harvested $250.00.
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Accounting Data
Meter Readings

Theft is wide spread in the food service industityis also includes the vending
industry. Route drivers have the opportunity tet&i.00 to $20.00 or even more
per vending machine during each service. | caréisstenough the importance of
retail accounting, documenting the issuing of patdlio the route person and
documenting what the driver returns to the waredumm products issued and
stales. This first step of documenting is key ia éffort of controlling theft.

Added to the above steps will be documenting theenmreadings in your vending
machine.

Lets review how the meter readings work with mastding machines.

You may have five or more readings.

1. History of vends. This displays a history of all vends since theahzation
of the control board and cannot be reset. Instaitiadf a new control board
will cause it to start a new.

2. History of Cash. This displays the total sales since the initigicraof the
control board and cannot be reset. Installatioa wéw control board will
cause it to start a new.

3. Reset of VendsThis displays the number of vends since the |asttré his
will tell you how many vends of product you hadcgryour last service.
This can be reset at time of service.

4. Reset CashThis displays the total sales since the last r@$es. will tell
you the total money collected since last resets Thn be reset at time of
service.

5. History of Selection.Displays sequential number of paid vend for each
individual selection since initialization.

DEX
Data Exchange

DEX, what is it, and how can you use it. We wiNgiyou just a brief overview.
There will be a supplemental handout that we va# to go into more detail.
DEX is used to download information that is stoiregiour control board of the
vending machine to a hand held unit. This infororais then down loaded to a
computer with information such as the sales to,dhtesales between service
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periods, how much change is in the coin returihs il the bill collector, how

much should be in the change box to be harvestiddr@formation that most
machines can download will be the sales of prottoah each spiral and service
Issues with the vending machine.

There are several companies now offering wire ame l@ss down loads using
cellular and telephone line, phone lines being ndegendable and a cheaper way
to go over cellular.

Even with all these precaution and systems ylungist be vigilant with running
your operation. Some route persons have figure &@eysnd one of the above
systems buy bringing in there own products toisgfbur machines. They collect
the profit from the sale of their products and yoe none the wiser because the
records you are collecting add up. Please keeprtimsnd when considering
which record you feel are necessary.
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The first step in controlling cost begins with
ordering and receiving products. Before &
you place an order, you must decide on tre/
best layout for the products in the

warehouse. To begin the process, start
with a blank sheet of paper and determing

where the products will be stored in your j
warehouse or storage area. This is one
planning component that most operators
overlook.

Floor and shelf space You will need a lot
of open floor space to store pallets of
canned drinks. Food products on the other
hand will arrive in boxes and must not be
stored directly on the floor, so you will have tstall shelving. Candy and other
perishable items should be kept out of direct gimland away from heat.

Accessibility. All products should be accessible from two siefacilitate
rotation. Be sure to practice the FIFO standangst(n, First Out). Under ideal
conditions, you or your route person should be a@blpick” products from one
side and load from the other side. When this tgoossible, plan on rotating food
from back to front. With a categories managemestesy using a cycle menu you
would stock from one side for an example with tlaBRuth while pulling the
Butter Fingers from the other side. Your par maybdutter Fingers but you only
have 10 left, this is great because you would tpalh5 Baby Ruth’s. No excess
inventory. In the Spiral you would have Butter Fengyup front and Baby Ruth
behind the last of the Butterfingers and there lyawve it, fresh product selection.

Refrigeration equipment. If you are selling refrigerated or frozen protigou

will need to consider where to place refrigeragguipment. Equipment should be
plugged directly into the wall receptacle. Avdndtuse of extension cords. Check
to make sure the doors will open fully for easyessibility and cleaning. The
equipment should be placed away from areas of mettemperature changes but
close enough to the loading dock to facilitate jua@ading and unloading
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Floor marking and labeling. Everything that will be placed on the floor, Blas
pallets, shelving and refrigeration equipment, sthéwe marked and labeled on the
floor.

Chips Chips Chips

Shelf height and organization. All food products must be stored at least six
inches off the ground to meet FDA Health Code saahel However, if you set
your stainless steel racks six inches off the gdoyou may not be able to clean
the area underneath easily. A better height tadheestainless steel racks off the
ground is 12 inches. This will make it easieryou and your employees to sweep
and mop underneath the rack, thus maintaining & s@nitary warehouse.

Organize your shelves by category and label them.
It is important that products be placed accordmg t
systematic plan. Quick-moving items should be
placed for quick and easy removal; less-used items
should be out of the main flow of traffic. By
organizing your shelving according to category and
usage, you will reduce “picking” time. Organizatio
also makes ordering and inventory control a much
easier job to perform.
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Inventory size. It is important to keep on hand only the amafrgroduct you
will need from order cycle to order cycle. Doirgstreduces unnecessary
inventory. The benefits of a smaller inventory arany.

Security. Another benefit of having an organized systenytwr storage is the
reduction of security concerns. The amount of fand drinks lost due to theft or
damage in the machines is going to be minimal.n3parting the products to the
vending location may cause some additional lossedalcarelessness or theft.
However the opportunity for theft and damage idbg&f in your storage area.
Open, unsecured storage areas are invitationsdadial loss.

Your storage area should be completely securedi Yo
need to know where your keys are at all times, kanoav
who has copies of the keys. If you have an outside
storage area, install fencing. Keep all doors,
/ windows, and entryways closed, and locked.
Ensure that no one is permitted in the warehouse or
Qage area unless the facility manager is present
Changes in sales levels may happen from time te.tim
This can be due to seasonal sales trends, buitaipglation, or holidays. A
sudden drop in sales, however, may be an indith#&bisomething else is affecting
the business. You should quickly investigate tltesgeases because they could
be due to thefts by employees, distributors, ooaryelse who has a key to your
storage facility.

Remember: It's

Checklist Whe arehouse/Storage

Convenient to the vending site
Easily secured

Accessible for loading and unloadi
Adequate electrical outlets for equipm

Refrigerator
Freezer
Calculator
Money Counter




Lighting
Fans
Other electrical

Room for refrigeration equipment

. Office
Candy Storage
— 1 — 1
Pallets
I D
1
Loading Area Doors
|
Food Storage
Refrigerated
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California Senate Bill 441

State Property: vending machines DESCRIPTI®BN441 requires that
vending machines housed on state property maihtafthy food and
beverage offerings. Specifically, this measurd&Rdquires each vendor that
operates or maintains a vending machine on stafeepy, as defined, to
satisfy the requirement that at least 35% of tloel fand at least one-third of
the beverages offered in vending machines mee&pteat nutritional
guidelines, as defined. 2. Provides that these feqdirements may be
phased in so that 25% of items meet specifiedtranal standards by
01/01/2009 and that 35% of total food items offedledso by 01/01/2010. 3.
Permits a vendor that operates two or more venaiachines that are
located next to each other to meet these requiresnigrcalculating the
percentage of the total food and beverages offiaratl of the adjacent
machines. 4. Defines the following terms: "foodd @rverages meeting
accepted nutritional guidelines," "added sweetéristate property," and
"vending machine."

EXISTING LAW _ SB 441 (Torlakson) continued PagExsting law
regulates various aspects of the provision of fmoed beverages in vending
machines, including access to carbonated bevesgehools, the giving of
priority to blind persons with respect to the opieraof vending facilities on
state property, the sanitation of vending macharekrequiring public
health permits, and the placement of vending mashiim safety roadside
rests on the state highway system.
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California Requires Vending To Meet 'Fit Pick' Nutrition Rules

New legislation in California requires vending mismas to offer products
meeting a specific nutritional standard, Nationat@natic Merchandising
Association (NAMA) Chairman of the Board of Diregalim Brinton,
NCE, announced. The measure, SB 441, covers thaskimes located on
state property and mandates products thaeasethan 35 percent fat, less
than 10 percent saturated fat, and less than 35 pegnt total weight in
sugar with nuts and seeds.

In discussing the new legislation, Brinton saicdiprepared statement,
"While this is the first statewide nutritional maatd of which we are aware,
NAMA's Fit Pick program can help operators comjply.Pick is the first
truly nationwide and industry-wide comprehensivegoam for vending
machines and is a practical and common sense@oligtithe nation's
growing concern about health and wellness issues."

The NAMA Fit Pick program includes two nutritiorastdard choices:

Fit Pick Standard -- Products that are less thape3éent fat, less than 10
percent saturated fat, and less than 35 percextttetght in sugar with nuts
and seeds excluded, which was the program selbgt€alifornia;

The Alliance for a Healthier Generation Standardihis standard begins
with the 35-10-35 guidelines mentioned above, bdssacaps on sodium,
trans-fat, and calories.

Each Fit Pick package provides all the materiatesgary to implement that
particular standard. The program includes stickeatcan be placed in front
of qualifying products, thin clings that explairethutrition standard, coin
slot stickers and round stickers to help educatswmers, and a list of
products that meet the specified nutrition standiawrdddition to the
materials created by NAMA, there is a webditi#y://www.fitpick.org/
machine top signs, posters, postcards, table temidsa 65-page toolkit for
vending companies and consumer sites.

Fit Pick is the latest health and wellness toochtad by NAMA as part of its
Balanced for Life national health and wellnessaitiie. Launched in 2005,
the campaign is designed to address the natigirg robesity rates by
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educating people about the elements of a balaneédnd the importance
of physical activity.

For more information or to order Fit Pick materiailsit
http://www . fitpick.org/

Insight: The Fit Pick program is a very easy oneviéending operators to
use. The National Automatic Merchandising Assocratias done all of the
groundwork to allow operators to introduce heattbyions to customers.

There is a good chance that other states williolEZalifornia. Fortunately,
vending product manufacturers have developed @f jptoducts that meet
these nutrition standards.

Vending operators often complain that "better fou'yproducts don't sell
well, but this will change as consumers become tsasdeing these
products in vending machines. While "better for'yproducts might not be
the strongest sellers, vending operators haveyptdrdpportunities to use
these items in their "secondary" facings. 10-0&@Q&lliot Maras
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BUSINESS ENTERPRISES PROGRAM

BUSINESS PLANNING

ELEMENTS OF A SUCCESSFUL BUSINESS PLAN FOR VENDING

|. Business Description

Provide business name, address and-owner idetibiica

Identify goals and objectives. Clarify why you arewhy you want to be in
the vending business and at this location.

2. Products and Services
Clearly explain all products and services.
Describe what you are selling and why.

3. Sales and Marketing

Sales and marketing are the core of your busiratgEsale.
Your plan should address several basic questions:
Who and how large is your market?

How will you be competitive?

What pricing and sales terms are you planning?

How will you market your products and services?

4. Operating Requirements

Identify and describe the equipment, facilities gedple necessary to
generate your products and services.

How will your products and services be obtained suadle available to
the customer?

5. Financial Management

This is the most critical part of your businessnplayou will establish
vital schedules that will guide the financial hieaif your business.
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If you are new to vending, your plan should inctude

a. Projected "start-up costs”;

b. Expected profit or return on investment (RONtfe first year;

c. Projected income statements and balance sbedtffirst year; and
d. Projected monthly cash flow statement for 12 thm&n

Your plan should include an explanation of all pations. If you feel
that your finance or accounting knowledge is néfiGent to prepare
these statements, get professional assistance.

The bottom line is: will, or does, your company makprofit?

6. Concluding Narrative

This segment of your plan should summarize youmeass goals and
objectives and send a message that you are cordrtottbe success of
your business.

Put Your Best Foot Forward!!

Your business plan should be complete, clear, am@dtaccurate. It will
be an extension of you and your business.

The length of a good plan will vary from a few page twenty or more
pages. The plan should provide a sound "bluepfomtyour business
and entice any reader to want to know more.

A FINAL WORD ON PLANNING
Planning is the most important part of starting anthing a successful

business. It is a fact-unless you know how tovgetre you are going,
you may end up somewhere else.
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The presentation of your plan

Do not underestimate the power of presentation.ré&femmend that
you use photos of your machines, your warehouseyaaiucts you
intend to sell.

THE INDEX PAGE

The index portion of your plan should be as congpéetd thorough as
possible. Be certain that your subtitles aredistere. Remember, that
the panel has only a short time to review your @lafihey may only
look at certain portions of the plan. A well thbmgut and divided
index could make the difference between your pkaindgclearly
understood.

EXPLANATION OF VENDING TERMS

Remember, you are more familiar with vending thHenreader will be.
Any terms that are not considered public knowleslgguld be included
In a “glossary" in this section of your plan. Exipl any theories or

special terminology directly related to vendingclesarly and concisely
as possible. Explanations should be done in ds teass as possible.

It is preferable to set this up so that your défbniis set apart by tabs
from the word. | strongly recommend underliningiyavord here and
if you feel it is appropriate, make note on thegsathat these words
appear which will designate

GLOSSARY. This is a helpful feature for people wdre not familiar
with vending.
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EXECUTIVE SUMMARY

The executive summary should be a short (approxim&t5 pages)
summary describing pertinent information about yoompany. The
summary should explain why you feel it is time kpa&nd (if this is
purpose of loan) or why you feel this is a goodetitm enter this
particular niche of the vending business (if ne®ther pertinent
information should be included, such as when ang yau started your
company, your goals and a thorough explanatioroaf pusiness.

It is important that during this summary you do ybeast to be as
thorough as possible. Remember, that this maidenly chance you
have to attract attention. Quite often these sunemare pulled from
your package and viewed by the panel members.

RESUME

Resumes are perhaps one of the most importantésadfia good business
plan. Let the lender/investor know your backgroumcklationship to the
vending business you plan to pursue.

The resumes of all key personnel should be inclunldais section. Also,
include a list of the proposed" or “existing" boafddirectors.

A "COMPANY" resume is also a good idea to includehis section.
For start up vending companies explain the conaegtwhat brought
you to the stage where you are now pursuing fiman@f that is your
objective).

DEMOGRAPHICS

This section of your business plan should incluslenach information
about the area that which you intend to bid orati§itcs are usually
available at the town hall or the host buildinghe$e statistics should
include average age and household income for year, as well at the
Business description of the area (i.e. professjdaatories etc).

Also, include in this section is why you feel ttia¢ demographics of
the area will support a vending business.
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Remember, any substantiation documentation thabeaupplied
should be included in your plan und&UBSTANTIATION
DOCUMENTS".

VENDING BUSINESS COMPETITION

This 1to3 page section of your business plan shogldde all
pertinent information about your competition, irdilug the length of
time they have been in business, where they aeddddn comparison
to your chosen location and what their average amsales are.

In addition, you should explain your company’s sgfas and weaknesses
which are in comparison to the strengths and wessaseof your
competition.

Explain how you intend to overcome your competitomal your
expectations of the impact your company will hameleeir business.

Any available information about your competitorsgla be included
as"SUBSTANTIATION DOCUMENTATION",

MARKETING YOUR VENDING BUSINESS

This section of your plan should include all infation you have
obtained in seeking out a viable marketing planyfmar company. In
addition it would be useful to compare your mankgtideas with the
methods that are used by your competitors in tineling industry.

Comprehensive data about pricing strategies, Sgdoi®e offered to
clients etc., should be included in this section.

If you have designed a logo, your stationary andféivertising

materials they should be included in your plan unde
"SUBSTANTIATION DOCUMENTATION".
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VENDING EQUIPMENT

This section of your plan should describe all vagdand support
equipment that you have (or intend to use) for yauginess. As minor
as you may feel it is even your office typewritargl or computers
should be included here. An explanation of spasdlvending
equipment should also be included.

GOALS

This will be the most critical part of your busisgdan. Explain where
you see your company in one year, in two yearssanoh up until
approximately the fifth year. Further explain thethods you feel will
assist you in obtaining these goals.

Included in this section should be data that wipplain what will
happen in different economic environments. Th#twse have a strong
environment, what will your goals be and if we hawseak
environment how will this affect your goals.

CONTRACTS WITH CLIENTS

If you have contracts that you have developed walints they should
be included in this section of your plan.

Sample contracts with names, addresses and telepiuonbers as well
as expiration dates should be included.

EMPLOYEE CONSIDERATIONS

This section of your plan should include informatabout the
projected staff for your company. Include the pobgd salaries,
benefits as well as the minimum requirements fopleyment (i.e.
experience).

Please include all positions you foresee necessatyvhat each
positions responsibilities are to be.
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INSURANCE
This section should include all health, life angadtility insurance
information you intend to offer employees. It shibfwrther include
any special insurance you are required to cargpur geographic

location and/or in the vending industry. Quotesusti be included as
"SUBSTANTIATION DOCUMENTATION".

COMPANY PRO FORMA
The pro forma section of your business-plan wilkéad and reread.
EXAMPLE
Vending Income For 1999

DESCRIPTION JANUARY  FEBRUARY MARCH

SALES VENDING 75,000 82,000 66,000
Soda Sales 27,000 32,000 12,000
Shack Sales 48,000 50,000 54,000
SALES, OCS 1200 895 1,400
Coffee 700 600 800
Products 500 952 600
TOTAL

INCOME 76,200 82,895 67,400

This format makes your projections easy to followd aalculations
simple to do.
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These projections should be completed for YEAR ObEMonth

SUBSTANTIATION DOCUMENTATION

At several points through the plan you have beetsad to obtain
information for this section of your plan.

In addition to the materials suggested you sholslol iaclude an
amortization schedule as well as a depreciatiordide.

Any documentation that you feel would be appropriat a lender or
investor to review would be suitable for this sectof your plan.

Cash Flow
Name of Business
Manager
Date
Month 1 2 3 4

Cash on hand

Counter sales

Machine sales

Total cash received

Total cash available

Cash paid out

Snacks

Beverages

©CoNoOhrWNE

Gross wages

10. Payroll expense

11. Office supplies

12. Repair/maint

13. Promotions

14. Travel/mileage

15. Bookkeeping

16. Telephone

17. Insurance

18. Worker's comp

55



19. Taxes

20. Miscellanous

21. Subtotal

22. Cash Position

Trade area description

Start of Day:

Break times:

Meal periods:

End of day-Key retail establishments:
Key business/ offices/ etc:

Key agencies:

Local legislation impacts (if any):

Other local/ trade area comments:

Major charitable events/causes (any not necesgmitycipating)
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FACILITY ASSESSMENT

Age of facility:

Seating:

Access:
Overall condition:

Floor:

Ceiling:

Walls:
Vendor Equipment

Soda:

Snack:

Cold Food:

Frozen:
Support equipment:

Two wheel:

Four Wheel:

Pallet jadk:
Other (describe):

Maintenance contracts.

High repair costs and related equipment.

How can the customer service area be improved?

Building service, who is responsible for what ciegrand how often?

Other comments:
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FACILITY MARKETING PLAN

Facility Site ( basic description):

Signage type (if any)
Visibility:

Customer Profile by Station
Administrative non-management Approx.

Number of Guests
Primary type
Seasonal trends

Professional — management

Approx. Number of Guests
Primary type

Seasonal trends

Pricing

Current pricing :
Choc candy $
Non-choc candy $
Crackers $
Salty Snacks $
Cookies $

Nuts $

Pastry $

Gum $

HR candy $
Breakfast $
Canned Soda $
Juice $
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Sports $
Water $

Comments:
Menu Items: Attach copy of current menu items

Comment on you plans for pricing and menu focus:
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GENERAL MARKETING

Pricing:
What pricing opportunities are available?
Increase or Decrease

Comments on menu pricing, menu changes, etc.

Products:

What items should be added to the menu? Why?

What items should be deleted from the menu? Why?

What improvements can be made to the operation?

What changes can be made to service?

How can you improve the items being ordered ( ¢yatount, pre--
prepared, etc.)?

Awareness:

How can you improve customer awareness (newsleggrsrs, E-mail,
etc)?

Current policy:

How can you improve refund policy:

Sales Building ldeas.
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HUMAN RESOURCES ASSESSMENT

Number of employees (if any) currently on the sched
Number of hours being used:

Overtime issues:

Pay rates if available:

Training Issues:

Security issues:

Service issues:

Quality Issues:

Tardiness/Absenteeism:

Employee involvement:

Safety committee: yes no
Moral: good high low
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