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Housekeeping

This webinar is being recorded and will be made available on Conexxus365.0rg

Participants
» Ask questions via webinar interface
» Please,no vendor specific questions

» Our webinars may be used toward PCl continuing education credits. Please contact

365@conexxus.org for questions regarding a certificate of webinar attendance for qualifying
live events.

Interested in speaking or sponsoring a Conexxus365 event?
Contact 365@conexxus.org to discuss upcoming opportunities with our team.
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http://www.conexxus365.org/
mailto:arussell@conexxus.org
mailto:365@conexxus.org

Conexxus does not endorse any products or services that may be described or mentioned in this
presentation.

The views and opinions expressed in this presentation are solelythose of the speakers and not
of Conexxus.

By hosting this webinar, Conexxus is not providing any legal advice; if you have any questions
about legalissues raised or discussed, you should seek the assistance of attorneys who are
competent in that area.
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Thank you to our 2022 Diamond Sponsors!
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About Conexxus

» We are an independent, non-profit, member
driven technology organization

» We set standards...
» Data exchange
» Security
» Mobile commerce
» We provide vision
» Identify emerging tech/trends
» We advocate for our industry
» Technology is policy
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Connect with Conexxus

CONEg(gg »

WWW.Conexxus365.0rg WWW.COnexxus.org
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RETAILER WEBINAR

DECEMBER 15, 2022



WHAT YOU WILL LEARN TODAY

e What’s TruAge & why do we need it?

e What did consumers & retailers think during test markets?

e When will TruAge be ready for your stores?

e What do retailers need to do next?

* Q&A



OUR MISSION

TruAge is committed to
safely and simply keeping
age-restricted products out
of the hands of minors



TRUAGE IS SUPPORTED BY SOME OF THE LARGEST NAMES IN THE INDUSTRY, EITHER VIA
SPONSORSHIP OR A SEAT ON EXECUTIVE BOARD

E.. Altria s T

Altria Group
Distribution Company

Juul Labs

AEYNOLDSY

A BETTER TOMORROW




CONVENIENCE STORES PROCESS 54 MILLION AGE-RESTRICTED TRANSACTIONS EVERY DAY




C-STORES ARE THE SINGLE LARGEST CHANNEL FOR BOTH TOBACCO AND BEER SALES

100% Convenience $ Share of Total US Sales
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Source: Nielsen AOD ((Latest 52 Weeks Ending 7/30/2022) — does NOT include Lottery Tickets
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Markets: xAOC + Conv (Tobacco + Tobacco Alternatives, Beer, Wine, Spirits, CBD, Dextromethorphan); xAOC + Conv + Liquor Plus + Military Exchanges (Beer/FMB/Cider, Wine, Spirits)



PRODUCT LANDSCAPE INCREASINGLY COMPLEX; INCONSISTENT RETAIL VERIFICATION
CAPABILITIES CREATE HIGH RISK FOR HUMAN ERROR

Product Landscape Retail Landscape O

Emerging category carding requirements Manual verification process

Tracking capabilities limited or non-
existent; opens risk to social selling

Complex state-by-state guidelines by
category

Product legality by state, by product Staff skills and training insufficient

Volume limits by person/retailer High turnover lends to greater risk

New delivery demands require solutions

Siiesie @ s U pREivEry (SSMID) that are compliant at point-of-delivery

Costly to implement robust solution
independently

Product class availability by state



THE FDA CONTINUES TO STEP UP ITS PRESSURE ON UNDERAGE PRODUCT SALES,
RESULTING IN ADDITIONAL NEGATIVE BRAND IMPRESSIONS

Retailer FDA Failure Rates Since 2011

Incl involvement of minors only

Ehe
Neww dlork
Cimes

FDA Announces Crackdown on
Walgreens, 14 other National Retailers
Selling E-Cigarettes to Kids

Inconvenient Problem: One in
Four 7-Eleven stores caught
selling tobacco to kids

2011
2012
2013
2014
2015
2016
2017
2018
2019
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				Series 1

		2011		7.0%

		2012		8.9%

		2013		10.3%

		2014		11.7%

		2015		15.0%

		2016		12.1%

		2017		14.3%

		2018		11.8%

		2019		13.4%






PRODUCT BANS ARE CUTTING INTO TOP AND BOTTOM LINES. BANS IN EFFECT ACROSS 3
STATES COULD RESULT IN A LOSS OF ~$1.3B* IN REVENUE AND ~$360M* IN MARGIN
ANNUALLY

A Flavor Ban in a Single State is With More States Implementing Similar Bans

Financially Significant

Sales of All Flavored Tobacco & OTP in CA C-Store Effect of Menthol Ban in NY and NJ

1.1B
> $1.098

12018 m2019

New York -34%
P785M ¢771Mm Lost Revenue 15t 5 wks: $13M
Est. Lost Annual Rev: $S135M
P393 s3g6m New Jersey -32%
S315M $309M

Lost Revenue 1st 5 weeks: $3.3M
Est. Lost Annual Revenue: S34.3M

C-Store Revenue C-Store Margin CPG Revenue CPG Margin
3 g *Assumes sales consistent with 2019; margin uses weighted average of 28.6%



NEW ENTRANTS TO AGE VERIFICATION EYEING A SWIPE FEE-LIKE MODEL

Potential Cost of “Age” Swipe Fees

Credit Card Swipe Fees (based on carding rate)

S 14B $4.1B

Annual cost of swipe fees paid by c-stores
# of years c-stores have been fighting fees I I

10% 25% 50% 100%




WHY NACS & WHY NOW?¢

Why NACS?

V We understand age-restricted sales compliance V Complex new products
Unique ability to provide industry-wide solution

V V Increased product bans
Well-established relationships with suppliers &
government agencies V Technology acceptance

V We understand and support our retailers

v/






CORE TENANTS OF THE TRUAGE PRODUCT OFFERING

CHANNEL UBIQUITY

Available to all retail
channels—convenience, grocery,
mass, club & more

Works across brick & mortar,
delivery and online

PRIVACY

TruAge captures only four pieces

of information:
DL issuer
DL number
Date of Birth

Expiration date

FREE

To ensure ubiquity of installation
and adoption TruAge is FREE to
retailers, POS providers and
consumers. This expedites market
penetration, encourages POS
integration and prevents imposition
of fees that would reduce retailer

usage/acceptance




TRUAGE BASICS & OPTIONS

INTEGRATED ) ) ) o ) )
Code integrated directly into existing POS. No new equipment required

VALIDATION TruAge token appends to transaction log as proof of verification

VERSATILE Accepts customer’s driver’s license, TruAge app QR codes or manual
entry of alternate forms of ID
FREE | ,
FREE to retailers, POS providers & consumers
EASY
Easy to use & train
DATA

Retailer not responsible for any customer information

Retail-level controls/rules, loyalty program integration, access-control technology for
gaming rooms, beer caves, etc...



HOW DOES TRUAGE WORK?

Verify

Age, ID Authenticity & Open to Buy

Scan

Go



LEARNING CHRONOLOGY

EXPLORATORY
QUANTITATIVE STUDY

OPPORTUNITY APPEAL & USER TESTING
SIZING

In-depth app usability testing; in-
store marketing feedback

FALL 2020 Q2/3 2022 Q3/4 2022

Q3 2022

JAN 2020 Q12

STRATEGIC REFINEMENT
LOGO & BRANDING RESEARCH QUANTITATIVE

Product name and logo

development & testing yield
clear choice for brand & visual
iconography




PROOF OF CONCEPT BACKGROUND

Proof of Concept Specs: Test Objectives:

* March — August 2022 Ensure the technology is working properly

e 10 stores across 2 markets—Greater Austin, TX area and
downtown Los Angeles

Assess and improve the in-store experience

e Operating systems * Gain reactions to in-store marketing

e Full POS integration with Tenderfoot in LA
e TruAge Dash unit add-on to Verifone POS in TX

Optimize the experience of obtaining and using the TruAge app

* Phased Testing
e Phase 1: Driver’s License scans Key Metrics & Feedback Channels:

* Phase 2: DLand TruA
ase and TruAge app scans e Carding rates

* Recruited ~40 consumers aged 21-40 who purchase tobacco,
alcohol or vape at least once a month at C-Stores for detailed
TruAge app testing

* How often are cashiers bypassing and why?

Age-Restricted Sales Volumes

* Recruited consumers participated in a 2-month long online
community and had in-store tasks to complete

Bi-Weekly check ins with store managers & leadership

* In-store marketing present in all stores



KEY IN STORE LEARNINGS

TECHNOLOGY

D 4

SALES

No measurable change in
sales volumes of age
restricted products vs same
week prior year or prior
period during testing

No concerns from retail

partners of lost sales due to

carding/scanning practices

Overall carding rates lower

than anticipated by retailer

Liked ability to blame system

or policy vs perception they

made decision to card or not

Staff comfort with accepting
app critical to consumer

confidence

Training will be important

CONSUMER



MOST CONSUMERS ARE COMFORTABLE BEING CARDED AND VIEW RETAILERS

VERY FAVORABLY WHEN THEY DO SO

Carded Reaction When Purchasing Products

Among Total (n=998)

75% T2
| enjoy it 32%
| don't mind it
I dgn t have an opinion 43%
on it
| don't like it
W | hate it 13%
9%

3%

Carded Agreements (Summary of Agree / Strongly Agree)

90%

Among Total (n=998)

| prefer to shop at stores that card people
who are buying alcohol, tobacco, or vape
products

Stores that card everyone buying alcohaol,
tobacco, or vape products (regardless of
how old they look) are responsible retailers

M15_CardedReaction: Which of the following best describes how you feel about getting carded when purchasing alcohol, tobacco, or vape products? / M17_CardingAgreements: How much do

you agree with the following statements?



A SMALL PORTION STRONGLY DISLIKE BEING CARDED, BUT DUE TO FACTORS
TRUAGE ADDRESSES

Carded Reaction When Purchasing Products
Among Total (n=998)

75% T2
Among the 12% who don’t like / hate being carded...
(n=116)
| enjoy it 32% Reasons for Disliking Being Carded
It’s inconvenient 55%
| don't mind it
It takes too much time 41%
| don't have an opinion 43%
on it | don't always have my ID on me 39%
| don't like it
onHiEet | don’t think it’s necessary - 25%
B | hate it 13% | feel Uncomfo.r'rqble sl'!qring. my personal 15%
information with a stranger
9%

3% s offensive  [Jl 9%

M15_CardedReaction: Which of the following best describes how you feel about getting carded when purchasing alcohol, tobacco, or vape products? / M16_CardedReason: Why do you not like
getting carded when purchasing alcohol, tobacco, or vape products?



CONSUMERS SEE TRUAGE APP AS A RELIABLE, INNOVATIVE AND EASY TO USE
TOOL

Cor;]sunlwers see TruAge as the expected next iteration of digital T e T e
technology. gratuitous, or circuitous chit chat

. Reasons for these descriptions:

Consumers see many potential future uses for TruAge once it is
and phone

universally available, such as concerts/festivals, bars/clubs, or
grocery stores.

application.” — Austin

"It is an to on-board app and to add onto my phone...It can
come in handy if universally accepted as ID." — Los Angeles

"It’s as a backup, and if it becomes available at more locations it
will definitely be worth downloading." — Los Angeles




CONSUMERS WOULD USE TRUAGE APP ONCE LAUNCHED DUE TO ITS
CONVENIENCE, EASE OF USE AND POTENTIAL FUTURE USE CASES

9 out of 10 consumers are likely to use TruAge again

“I and | am used to doing so
"I'love I Whether it’s getting food delivered, having my many different tasks through my phone. | find this as a
boarding pass on my phone when | travel, using Apple Pay, etc. to using my phone for

Anything that can make my day to day , and would also feel inclined to use the TruAge app
, lam for." — Los Angeles or any time or | am afraid of losing my wallet and do not want to
run that risk.” — Austin




INTEREST IN TRUAGE IS STRONG ACROSS THE BOARD

TruAge Usage Interest (Very / Extremely Interested)

Among Total (h=998)

74% 69%
— 66% 59% Bl
Alcohol Purchasers Tobacco Purchasers Vape/E-Cig Caucasian Black Hispanic
Purchasers
67%
59% 58% 63% 60% ;
. . 49%

Region 1 Region 2 Region 3 Region 4 Region 5 Region 6

M4_Usagelnterest: How interested would you be in using a product like this?



CONSUMERS ON BOTH ENDS OF THE CARDING SPECTRUM ARE HIGHLY
INTERESTED IN TRUAGE

TruAge Usage Interest (Very / Extremely Interested) by Reaction to Carding

Among Total (n=998)
90% 88%

59%
: : .
| enjoy it | don’t mind it | don’t have an opinion on it | don’t like it | hate it

M4_Usagelnterest: How interested would you be in using a product like this?



THE SINGLE LARGEST BARRIER TO ADOPTION WILL BE UBIQUITY; FAQS CAN EASILY
ADDRESS TECHNOLOGY & PRIVACY CONCERNS

Barriers to Using TruAge

Among Total (n=998)

| always have my physical ID with me so | wouldn't need the app 37%

| don't think enough places would accept it 33%

I am worried about my phone dying and not being able to access it
Someone could steal my phone 26%

| might not have internet access

| am worried my phone could get hacked

| would not trust it with my personal data

914

| have too many apps 18%
“It's a promising technology but it needs to
| wouldn't use it frequently enough so it would uninstall on my phone be widely available and stable.” — Austin
| would have to learn how to use it 16%
Too much hassle / not easy 15%
Nothing would prevent me from using the app 14%

MS9_Barriers: What, if anything, would prevent you from using this app?
Quote Source: NACS TruAge Pilot Qual



TRUAGE IS SUPPORTED BY SOME OF THE LARGEST NAMES IN THE INDUSTRY, EITHER VIA
SPONSORSHIP OR A SEAT ON EXECUTIVE BOARD

E.. Altria s s

Altria Group
Distribution Company

Juul Labs

AEYNOLDSY

A BETTER TOMORROW




LAUNCH TIMELINE & POS ROLLOUT

\Verifone-

TBD



RETAILER READINESS & EXPECTATIONS

Today: Goto and SIGN UP for launch updates & product news
Getting Ready:

e Sign merchant agreement
e Establish your account via the online portal at
e Set aside time and resources needed in your lab to test TruAge functionality once it is available from your POS provider
e Select an administrator for your account who will be the main point of contact for all things TruAge
O Assign team members to key roles within the portal as needed

Launch:

e TruAge In Store marketing materials will need to be displayed in each of your stores
e Store managers and associates will need to complete a short training exercise
e You will need to select a press and marketing contact capable of fielding questions from media regarding TruAge


http://www.convenience.org/TruAge
http://www.mytruage.org/

IN STORE LAUNCH MARKETING KIT

Shelf talkers

Front door
cling

Beer cooler door clings

Counter table tents and ceiling posters



Q&A
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