Beverage Alcohol

Marketplace Modernization:
Trade Webinar
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Welcome

Aaron Campbell

Chief of Staff & Vice President,
Corporate Affairs, Strategy &
Sustainability
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& December 14, 2023

The MFA, which limited the number of retalil
stores that could be authorized to sell alcohoal,
will not be renewed after it expires

on December 31, 2025.

Beer, wine, cider, coolers, seltzers, & other
low-alcohol ready-to-drink beverages at

all participating convenience, grocery and big
box stores across the province.

Up to 8,500 new stores where these products
can be purchased.



"In the coming weeks and months, people
In Ontario, like many Canadians across the
country, will have the option to responsibly
and conveniently purchase a case of beer
or a bottle of wine on their way up to the
cottage or to a summer barbecue, all while
having even more opportunity to support
local Ontario breweries and wineries."

May 24, 2023




Ag en d a, ‘ Marketplace changes overview

‘ Selling eligible products in an expanded marketplace

‘ Next steps
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Marketplace
changes
overview

Melinda Campbell

Senior Director, Corporate Affairs




Sales Channels

Expand grocery channel

(includes big-box stores)

Add corner stores

LCBO exclusive wholesaler
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Product Assortment
Expand beer, cider and wine

Add ready-to-drink and
larger pack-sizes

LCBO and LCOs retail spirits




What is the roll-out plan for retail expansion?

Government defines effective dates in regulation and other business decisions are made by LCBO

Phase 1

Current licensed grocery stores
permitted to sell RTD products
and large pack-sizes of beer

No earlier than Aug 1

Phase 2 Phase 3

Newly licensed convenience Newly licensed grocery
stores permitted to sell beer, stores permitted to sell beer,
wine, cider, and RTD wine, cider, and RTD

No earlier than Sept 5 No earlier than Oct 31

To start, convenience stores will be able to purchase eligible domestic products
where local manufacturers and the Beer Store are the supplying source.

Additional products supplied by the LCBO will become available as of Oct 1.
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Who will be eligible to sell alcohol in the Ontario market?

Government determines eligibility requirements for AGCO licensing

Grocery Stores Convenience Stores
(includes big-box stores)

¢ Minimum size of 4,000 sq feet * No more than 4,000 sq feet

* Atleast 10,000 sq feet selling food OR a majority of * Food products occupy at least half of retail space
space selling food «  Must sell at least five types of food products:

* Must sell a variety of canned, dry, frozen, fresh fruit canned, dry, frozen, fresh fruits and vegetables,
and vegetables, meats/meat alternatives, meat/meat alternatives, dairy/dairy alternatives,
diary/diary alternatives, non-alcoholic beverages, non-alcoholic beverages, baked goods and snack
baked goods and snack foods foods

* Not primarily a pharmacy * Not primarily a pharmacy

L.LCBO :



What products will be eligible?

Government defines eligible products in regulation and other business decisions are made by LCBO
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Flexibility for retailers to determine product assortment — Not required to carry all four product categories

Beer

Beer in all pack-sizes (excludes draught beer)
ABV limit: 7.1%

Container size: Up to 5L (allows “mini-kegs”)

Changes: 6-pack restriction removed to allow
larger pack-sizes outside TBS and container
size increased from 750mL to 5L

Wine

Red, white, rosé, and sparkling wine and sake
(excludes fortified wine, cream as well as
products listed in Vintages and in consignment
program)

ABYV limit: 18%

Container size: Up to 5L to allow bag-in-box
products and align with beer

Changes: Container size increased — 4L to 5L

0
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Cider

Cider in all pack-sizes (excludes draught cider)
ABV limit: 7.1%
Container size: Up to 5L to align with beer

Change: Container size increased from 750mL
to 5L

Ready-to-Drink

Ready-to-consume cooler, hard seltzer or other
premixed cocktail made from spirits, wine, beer
or fermented sugar

ABV limit: Up to 7.1%

Container size: Up to 5L to allow bag-in-box
products and align with beer

Changes: New category added and prohibition
on malt and wine coolers removed

L.LCBO




What are the shelf-space requirements?

Government defines small producers and shelf-space requirements

Beer: 220% from
small breweries

Cider: 220% from
small cideries

Wine: 210% from
small wineries;
240% QA or small

RTD: 220% from
small breweries,
wineries or distilleries

100 ¢
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What are the restrictions on wine?

Government defines eligibility requirements for retailers to sell wine

Current Grocery Store
with Beer and Wine

If an existing grocery store has an
AGCO licence for beer and wine, it is
eligible to continue selling wine.

Current Grocery Store
with Beer and Cider

If an existing grocery store has an
AGCO licence for beer and cider, it is

not eligible to sell wine until January
2031 unless it enters into a wine
boutique agreement.

Awine boutique is an off-site WRS
inside a grocery store with a shared
check-out (store in a store).

Current Grocery Store
with off-site WRS

If a grocery store has an off-site winery
retail store (WRS) at its location, lease

protections for the off-site winery retail
store have been extended until
January 1, 2032. The lease cannot be
unilaterally terminated, and grocers
must provide at least one-year notice
as of January 1, 2031.

The grocer is not eligible to apply for an
AGCO licence until January 1, 2031
unless it enters into a wine boutique

agreement or the winery exits or
defaults on the lease.

L.LCBO
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What are the requirements to support recycling?

Government determines the requirements for the Ontario Deposit Return Program (ODRP)

Grocery stores will be required to accept
empty containers during the hours in which
alcohol is offered for sale, provide deposit
refunds to consumers, and to comply with
any related LCBO requirements (including

record keeping and sorting containers).

A grocery store is exempt until January 2026
if it is located within 5km of a TBS location
(as of September 3).

All exempt grocery stores and convenience
stores must post signage identifying the
closest place(s) to return containers in
accordance with requirements set by LCBO.

This change is effective October 31, 2024.

L.LCBO 13



What will the future retail landscape look like?

« LCBO remains the exclusive retailer of spirits
« Grocery and convenience stores will be able to sell beer, cider, wine, and ready-to-drink products

« TBS will be able to sell beer (which includes malt-based ready-to-drink products) and cider

Retailer Beer Cider Wine RTD Spirits| 5" | oDRP
Space

LCBO [ @ @ @ [

LCOs ® ® PY Py ® ® . ODUITS psy¢ ;PIRITS.SP”;.“,' Iy 5.!: .
Grocery

Convenience
Stores ® ® ® ® ®
TBS @ ® @ ®
malt-based
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What is LCBO'’s role as a wholesaler?

Grocery Stores

LCBO is the exclusive
wholesaler to 450 stores

Our wholesale role will
expand with new grocers
entering the marketplace

no earlier than October 31

Corner Stores
New sales channel

LCBOQO’s wholesale role will
expand with convenience
stores entering the
marketplace no earlier than
September 5

L.CBO/

CONVENIENCE

OUTLET

LCBO’s
Wholesale
Role

Other Retail Channels: LCBO is the exclusive wholesaler

for Duty Free shops and is the wholesaler for beer (import

only) and all cider to the Beer Store

LCOs
No changes for LCOs and the
program will be reviewed

TBS wholesale role for southern
LCOs will end in 2026 and LCBO wiill

be the exclusive wholesaler

Bars and Restaurants
No changes for bars and restaurants

TBS wholesale role for beer will end in
2026 and LCBO will be the exclusive
wholesaler

Bars and restaurants are not considered “retailers”

under the legal framework as their primary focus is
on-premise consumption.

L.LCBO
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How will pricing work?

&

LCBO continues to
source product using
product calls and a
fixed pricing structure

LCBO

A

Is used to determine
LCBO retail prices
and supplier quotes

(incl LCO)

|| B>ID

Source Products LCBO Retail Price LCBO Wholesale Price

LCBO sells product to
B2C customers at the
retail price set by
suppliers and prices
remain uniform across
LCBQO’s retail network

LCBO applies a
uniform discount (e.qg.,
10%) to its retail basic
price to sell product to
B2B customers

Distribution fees:

Distribution fees are currently
under review for grocery and
convenience stores

Uniform pricing
rules removed as of
Sept 5

Grocery stores and
Convenience store
are allowed to set
retail prices

Subject to minimum
retail price rules,
including $10.95 price
floor for wine

Customers will
continue to see
uniform prices in
LCBQO’s retail network
(including LCOs)

Customers will see
variable prices in
grocery stores and
convenience stores,
which could be the
same, more or less
than LCBO

L.LCBO
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Selling eligible
products In an
expanded
marketplace

Leanne Rhee

Director, Grocery and
Convenience Stores




Roll-out plan for retall expansion

Government defines effective dates in regulation and other business decisions are made by LCBO

Phase 1

Current licensed grocery stores
permitted to sell RTD products
and large pack-sizes of beer

No earlier than Aug 1

Phase 2 Phase 3

Newly licensed convenience Newly licensed grocery
stores permitted to sell beer, stores permitted to sell beer,
wine, cider, and RTD wine, cider, and RTD

No earlier than Sept 5 No earlier than Oct 31

To start, convenience stores will be able to purchase eligible domestic products
where local manufacturers and the Beer Store are the supplying source.

Additional products supplied by the LCBO will become available as of Oct 1.

L.LCBO
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Roll-out plan for retail expansion

Government defines effective dates in regulation and other business decisions are made by LCBO

Phase 1

Current licensed grocery stores
permitted to sell RTD products
and large pack-sizes of beer

No earlier than Aug 1

Phase 2 Phase 3

Newly licensed convenience Newly licensed grocery
stores permitted to sell beer, stores permitted to sell beer,
wine, cider, and RTD wine, cider, and RTD

No earlier than Sept 5 No earlier than Oct 31

To start, convenience stores will be able to purchase eligible domestic products
where local manufacturers and the Beer Store are the supplying source.

Additional products supplied by the LCBO will become available as of Oct 1.
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Phase 1: RTD and large-pack beer in existing grocers

LCBO listed product Non-LCBO listed product
Existing eligible RTD and large-pack beer products will be sent to Anew RTD Product Call # 3871 is available in NISS for
agents/supplier on June 5. Ontario-produced eligible RTD product.
Step 1
P No action required in New Item Submission System (NISS). * Includes RTD product of any alcohol base: spirit,
wine, beer, or fermented sugar, or a blend
For each LCBO item # confirm: Large-pack beer: Submit eligible Ontario produced
product to NISS Product Call # 3841 Ontario Beer -

1. Available to grocery/convenience YES or NO Grocery and Convenience.
2. Small producer YES or NO Reminder: Eligible Ontario produced product can be

submitted to NISS Product Call #s at any time:
 Beer & Cider 3841, 3842 & 3843
* Wine 3865 & 3866

3. Supplying Source

LCBO (for LCBO supplied), or

PRODUCER or TBS (for Non-LCBO supplied product)

Return to Icbogroceryoperations@Icbo.com by June 12 for Phase N/A
1 inclusion

» Products will be added to the Eligible Product Catalogue

* If no response, we assume your product is not available
to licensed grocery stores or convenience stores

LCBO Phase one (starting Aug 1): RTD and large-pack beer sizes to currently licensed grocery stores 20
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LCBO Ordering Process for Grocery & Convenience

Order

Grocery/Convenience
stores will place orders
with LCBO using our
online order
management system

A product catalogue is
provided to ensure only
eligible products are
purchased and
information is provided
to meet shelf-space
requirements

Fulfillment

Orders are fulfilled by
one or more supplying
sources

Supplying sources
include the LCBO,
Ontario producers and
The Beer Store (if its
vendor of record for
product)

As the exclusive
wholesaler, LCBO
coordinates with all
supplying sources

Delivery

Orders are delivered by
one or more companies

Deliveries can be made
by LCBO'’s contracted
carriers, Ontario
producers or third-party
logistics companies
(e.g., TBS, TNG)

04

Grocery/Convenience
store operators pay
LCBO directly for all
orders and LCBO
coordinates payment to
suppliers

Grocery/Convenience
store operators do not
pay suppliers or
supplying sources
directly

The LCBO manages the
financial transaction end
to end

L.LCBO
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Roll-out plan for retall expansion

Government defines effective dates in regulation and other business decisions are made by LCBO

Phase 2 Phase 3

Newly licensed convenience Newly licensed grocery
stores permitted to sell beer, stores permitted to sell beer,
wine, cider, and RTD wine, cider, and RTD

No earlier than Sept 5 No earlier than Oct 31

To start, convenience stores will be able to purchase eligible domestic products
where local manufacturers and the Beer Store are the supplying source.

Additional products supplied by the LCBO will become available as of Oct 1.

22



Supplying Sources

LCBO’s ordering system allows for one supplying source per product

o

7

LCBO Supplied Product Non-LCBO Supplied Product

Fulfillment & Delivery of domestic eligible products
on behalf of LCBO

Receive and process orders through LCBO'’s online ordering
system (Grocery Management System (GMS))

* Adhere to LCBO Policy & Procedures and PO Terms &
Conditions

Fulfillment & Delivery of all Imported eligible products
and any domestic eligible products elected by supplier
and agreed to by LCBO .

23
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Supplying Sources

Things to consider for Ontario products

LCBO
supplied

Non-LCBO
supplied

Phase 2
Newly licensed
convenience
stores

From Sept 5

If you are considering becoming the
supplying source for your Ontario product to
service convenience stores, this means

you become the supplying source for existing

grocery stores as well as the convenience
stores.

Why? The LCBO'’s ordering system allows
for one supplying source per product. New
LCBO warehouse is operational in October.

Phase 3
Newly licensed
grocery stores

From Oct 31

LCBO supplied product will be available to
all convenience stores and new grocery
stores starting Oct 1 for Oct 31 sell date.

If your Ontario product is LCBO supplied,
you need to consider if you want to change
the supplying source for up to 8 weeks
between Sept 5 - Oct 31.

If you are the supplying source to
existing grocery stores, you can service
convenience stores for Sept 5 sell date.

If you are the supplying source to

existing grocery stores and convenience
stores, you can service new grocery stores
for Oct 31 sell date.

We encourage you to consider what is best for your business model.
Questions? Contact Icbogroceryoperations@|cbo.com.

L.LCBO
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Phase 2. Retall Prices and Limited Time Offers (LTOs)

CII) What does this mean?
@ Uniform Pricing

Rules for existing grocery stores
removed as of Sept 5

Grocery stores and Customers will see Minimum Retail Pricing
Convenience stores variable prices in Effective Sept 5, grocery stores and
are allowed to set grocery stores and convenience stores are subject to minimum
retail prices at or convenience stores, retail price rules, including $10.95 per 750
above minimum retail ~ which could be the mL equivalent floor price for wine
price rule same, more or less
than LCBO o LTOs
——— LCBO promotional offer rules
a removed for existing grocery stores
as of Sept 5

L.LCBO 2



Next steps




Inventory Support

)

LCBO

supplied

o

P

Non-LCBO

supplied

Inbound inventory is expected to start arriving:
Phase 1 mid June, for Aug 1 sell date

Phase 2 & 3 mid to end August, for Oct 1 availability to order

Phase 1

Supplying source TBS or Producer: Ontario beer manufacturers are encouraged
to review inventory needs for large-pack beer expansion to existing grocers.

Supplying source RTD Producer: Consider inventory required to support new
customers. Grocery Operations will be in contact to onboard Ontario RTD
producers to LCBO'’s online ordering system (GMS) by end of June.

Phase 2 & 3
Supplying source TBS & Producer: Review inventory support required for

expansion to convenience stores for Sept 5 and to new grocery stores for Oct 31.

L.LCBO
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Providing you with everything you need to know

Information session on Communications to LCBO Communications regarding
marketplace changes and supplied and non-LCBO market expansion to new
RTD/large beer packs in supplied products in grocery stores
existing grocers convenience stores
o o o
June 3 July September

L.LCBO
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Key resources

LCBO doingbusinesswithlcbo.com for
product calls and trade updates

ENGLISH / FRANGAIS \ Doil_lg
- e
Q

LISTING & MANAGING PRODUCTS QA MERCHAN|

AGCO.ca for relevant links to regulations

ABOUTUS | CONTACTUS

IAGCO Online Services | |

k4 AGCO ___

WHOLESALE SUSTAINABILITY UPDATES

Alcohol Lottery & Gaming Horse Racing Cannabis About the AGCO

Alcohol

SPECIAL OCCASION PERMITS
LIQUOR SALES LICENCES

LIQUOR SALES IN GROCERY STORES

HOME / ALCOHOL

=4

HOME > LISTING & MANAGING PRODUCTS > PRODUCT CALLS (FORMERLY PRODUCT NEEDS)

Product Calls (Formerly Product Needs)

MANUFACTURERS
o . Vintages issues product calls (formerly product needs letters) twice a year, outlining the types of
SE— Retail — Convenience and Grocery Stores LCBO PORTFOLIO SUBMISSIONS T ot B e Wk TS T e e o et
For LCBO products, product calls are posted annually, or as required. These call sets out the type of
LIQUOR DELIVERY SERVICES VINTAGES ok products that the LCBO is particularly interested in purchasing in a given year.
R TE e Our revamped website is now open for beta testing. Check it out and let us know Product Calls are based upon an assessment of opportunities determined by the buying areas,
wihat you think! DESTINATION COLLECTION consumers, market and sales trend information from both LCBO and external sources, such as

INDUSTRY RESOURCES

Explore the beta site now

The Government of Ontario has announced details on its plans to expand the beverage

PRODUCT CALLS (FORMERLY PRODUCT
NEEDS) +

INTRODUCING PRODUCT TO RETAIL STORES

Canadian Association of Liquor Jurisdiction reports, global reports, and trade publications,
amongst others.

The call will stipulate the criteria of the submission including style of product, and price point(s).
The sub ion dead| are ified and must be met in order for a product to be accepted for
consideration for purchase.

alcohol marketplace and increase choice and convenience for Ontarians NEED AN AGENT? © Merchandis mg
As an agency of the provincial government and the regulator overseeing alcohol sales and Merchandising Product Needs 2024-25

KEY RELEASES service in the province, the Alcohol and Gaming Commission of Ontario (AGCO) is working PRICING * March to September 2024 m
closely with all stakeholders. including the Ministry of the Attorney General, the Ministry of
Finance and the LCBO, to ensure the successful expansion of the province's liquor e N

AGCO releases guidance to support retail market 4 I AYA = =

i iinice. of rer SEnad s 2023-24 NISS ID 3753 Dealcoholized Beer and Cider

il The AGCO is committed to reguiating the expanded liquor retail marketplace in a way that ACCOUNTS RECEIVABLE + m
promotes the safe and responsible sale of alcohol, while supporting the govemment's ° - i

Information Bulletin No 7. — New Rules

L.LCBO
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Key LCBO
Contacts

1

Grocery Operations

Phase 1: Existing grocery stores, product expansion

Icbogroceryoperations@|lcbo.com

@\ www.lcbowholesaleoperation.com

| s— —

Grocery & Convenience

Phase 2 & 3: Expansion to convenience stores and new grocery stores

groceryandconvenience@Icbo.com

| @ www.doingbusinesswithlcbo/groceryandconvenience

N —

L.LCBO
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Questions
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Thank You

A recording of this call be posted on doingbusinesswithlcbo.com.

L.LCBO
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