VENDING ANNUAL REPORT

page 24

'i—.l‘ IU S cc !I =

__The Answer Group has grown to more
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offering technology innovations and
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AdvancePierre

Foods
Now Bringing
Even More to the Table

TEMPTING
TURKEY

turkey and provolone
on multigrain bread

Net Wh. 8 oz (227g)

W

All Your Sandwich Needs Can Now Be Found In One Place. The most trusted source of premium sandwiches just
got bigger and better. AdvancePierre Foods is proud to welcome Landshire and Better Bakery to our already amazing
family of packaged sandwiches. Choose from our delicious variety of burgers, chicken, ribs, breakfast, and now deli and
stuffed-pocket sandwiches. For the best selection of sandwich flavors, formats, packaging, brands and price points,

there’s only one name you need to remember: AdvancePierre Foods.

For more information about our full range of sandwich products, contact us at www.AdvancePierre.com
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MICRO MARKETS |
CANDY SALES

4 PEANUT BUTTER CUPS

PEANUT BUTTER CUPS

WITH REGULAR SIZE WITH BOTH REGULAR
CANDY PRODUCTS ONLY AND KING SIZE
HERSHEY’S PRODUCTS

255"

INCREASE OF

CANDY SALES IN
MICRO MARKETS
CARRYING REGULAR
AND KING SIZE
HERSHEY’S PRODUCTS

*according to 2013 Micro
Market research

RAISE THE BAR ON CANDY SALES

It’s time to make room in your Micro Market for the king of the candy aisle.
Offering both HERSHEY’S Regular and King Size products drives additional sales

by offering consumers a choice of size and value.

CONTACT YOUR HERSHEY
REPRESENTATIVE TODAY.

HERSHEYSVENDING.COM

©2015 The Hershey Company
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P‘EDITOR'S NOTE BY EMILY REFERMAT

The Overflowing

Bandwagon

There are more technology companies in vending
than ever before. Is that a good thing for the operator?

ecently, I had a thought-provoking conver-
sation with a reader. The owner of a large,
urban vending company, he had been
at the NAMA OneShow and keeps apprised
of the latest products and services. It struck
him that more and more companies offering
vending management service solutions were
entering the marketplace. I had to agree.

In fact, I looked back and four years ago at
the 2011 NAMA OneShow there were argu-
ably only eight companies
offering the service. At
the 2015 show, there were
13. The vending operator
I spoke with wanted to
know why when very few
small operations (which
start up frequently) opt
to invest in systems like
a VMS and when there is
continued consolidation
of vending companies.

While consolidation
among operators has
slowed, it is still hap-
pening. Our 2015 report
shows a decrease in the
number of small operators
while medium operators
have stayed the same.

TECH
companies
appear

to love
vending.

Focus is on the small vendor

Many of the new VMS entrants focus on the
smaller operations, trying to entice them with
a smaller financial burden and good benefits.
Perhaps technology companies view the low
penetration of technology, including VMS sys-

tems, adopted by our industry and see potential.
Our own State of the Vending Industry data
supports this idea that adoption of everything
from VMS to credit card readers have room
to increase.

However, there is a downside to many new
entrants to a market. What if they fail, and
the investors pull their financial support? Will
the operators who chose to take a chance on
these companies be left with no support and
hardware that doesn’t work? I suppose that
is always a danger with the new and untried
solutions — probably one of the reasons vend-
ing has been historically slow to adapt technol-
ogy. Many operators are worried about making
a financial error and choosing the wrong
technology for their operation.

Silver lining

One nice thing about all the new players in the
technology realm is that prices of the service
will surely go down. There is more competition
among providers — more companies compet-
ing for the same dollar. Of course, will lower
prices actually cause technology companies to
drop out of the industry at a higher rate? How
are the current technology providers doing in
terms of revenues? There continues to be the
worry hardware or software providers will be
here today and gone tomorrow.

Still, it’s clear that a technology such as
VMS can help operators reap many benefits in
their operations. It’s worth the research. It is
also a commitment, and part of the due dili-
gence in making that commitment is getting to
know and trust the provider as you’ll be part-
ners in a long-term vending relationship. |

n Facebook/VendingMarket

@VendingMagazine LLIJ http://linkd.in/VendingMarketWatch
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VendingMarketWatch rop news stories

Concession Services Inc. Shuts

Its Doors To Vending

oncession Services Inc.

(CSI), a Chicago-area

vending and OCS product
distributor, is no longer serv-
ing the vending industry, the
company confirmed Wednesday,
May 27, 2015. In May the oper-
ating assets of CSI’s concessions
division were acquired by Food
and Paper Supply Company
(FPS) of Chicago, including the
vending customer list. “When
we purchased certain assets
of Concession Services, it was
our intention to service the CSI
customer base,” said Danny
Friedman, vice president and
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¢ o8 b
":{ > ‘:.’f\'?f ®

o' Y,

1

IL-based Concession Service
serving the vending industry.

s Inc. will no longer be

co-owner of FPS. “We have found that there were challenges in processing orders
properly that we weren’t anticipating. As a result we have suspended our CSI deliver-
ies while we manage our original foodservice operations.”

Friedman did say he believes the company will find a way to service the vending
channel in the future, however, could not give a timeframe.

Started by Paul Rosenbaum in the 1970s, CSI was a well-known vending and OCS
distributor in the Midwest. FSP is a foodservice distributor owned by Danny Fried-
man and Bruce Goldberg. It has been serving the Chicagoland area since 1977.

Absolute Vending
Service Inc.

Acquires Rainbow
Refreshments Inc.

P John Dee Ltd, a broker
of mergers/acquisitions
and refurbisher of vend-

Inc., a provider of vending,
water, and office coffee
supplies in Roselle, IL,
has entered into a defini-
tive agreement to acquire
the business of Rainbow
Refreshments Inc., in
Wheeling, IL. Under the
terms of the agreement,
Absolute will acquire Rain-
bow’s existing vending,
OCS and water business.
“We're excited about the
future of our company and
we obtained good value
for the business, which

is a tribute to our new

ing machines in Arlington
Heights, IL, announced that
Absolute Vending Services

colleagues,” said David
Campbell, vice president of
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Absolute Vending Service.
“We have an outstanding
business at Absolute with a
talented team.”

BYNDL

Avanti Markets,
BYNDL Launch
Customer Relationship
Management Platform

P Avanti Markets and
BYNDL LLC have launched
an advanced Customer
Relationship Management

(CRM) platform that will
enhance licensed operators’
customer support experi-
ence. Operators will benefit
from enterprise-class support
utilizing Centralized Case
Management tools that
enable end-to-end support
management, faster resolu-
tion times and improved
communications.

Keurig Reveals New
Details About Its Cold
Beverage Machine

P Keurig Green Mountain
revealed additional details
to the launch of its “Keurig
Kold” system on May 14 dur-
ing an investor presentation.
Among the new details, the
company revealed the system
will retail between $299 and
$369. “Consumers see it
very differently from a coffee
machine,” said Keurig CEO
Brian Kelley, addressing the
concern of the high price.
Keurig Kold is expected
to launch this fall on
Keurig.com, followed by an
expanded retail launch before
the 2016 holiday season.
The company will launch its
own brand of pods including
beverage cocktail mixers,
filtered water, sports drinks,
teas and craft sodas. Coca-
Cola and Dr Pepper Snapple
Group will also launch select
beverage pods in partnership
with Keurig Kold. Prices will
range from $.99 to $1.29
per pod. Each beverage will
be 39 degrees and created
in 60 seconds. Each drink
will come in 8-ounce servings
and will be 100 calories per
serving or less. The pods will
be no. 7 plastic recycling.



AVT Awarded Contract
With Marine Corps

P AVT, Inc. announced that
a contract has been signed to
provide coffee kiosks at U.S.
Marine Corp bases through-
out the country, featuring
the company’s premium
Jamaican coffee brand. The
contract includes installa-
tions at 29 Palms, Miramar,
San Diego, Parris Island and
Camp Allen.

USAT Announces
Exclusive Market
Agreement With

M&M Sales Co.

P USA Technologies, Inc.
announced an exclusive
market agreement with M&M
Sales Company, a Canteen
franchise with locations

in Lafayette, Houma and

the Lake Charles area of
Louisiana. Through the
agreement, USAT would
connect 100 percent of all of
M&M'’s vending, self-service,
single cup coffee and rapidly
growing micro market loca-
tions that are not already
connected to USAT'’s ePort
Connect service. The service
provides cashless and telem-
etry services that enable

and track the acceptance of

CALENDAR OF EVENTS

JULY 21-22

NAMA D.C. Fly-In

Omni Shoreham Hotel
Washington, D.C.

Phone: 312-346-0370
www.namavoice.org/2015flyin

AUG. 4-6

SEVA Convention

Sandestin Golf and Beach Resort
Destin, FL

Phone: 334-264-7336
www.southeastvending.org

cash, credit/debit card, and
mobile wallet payments such
as Google Wallet and Apple
Pay through its NFC-capable
ePort Connect cashless pay-
ment system. The compa-
nies said in a press release
that they believe the goal

of achieving a 100 percent
connected machine base will
give M&M a clear advantage
over its competition.

The Coca-Cola Co.
Announces Closing 0f
Transaction With Two
New Bottling Partners

» The Coca-Cola Co.
announced it has closed on
previously disclosed agree-
ments with two new bottling
partners for the granting of
new distribution territory.

Great Lakes Coca-Cola
Distribution, L.L.C., a wholly-
owned subsidiary of Reyes
Holdings, L.L.C, has officially
been granted and formally
transitioned territories in the
greater Chicago area and
Northwest Indiana.

Coca-Cola Beverages
Florida, a newly formed
independent Coca-Cola bot-
tling company, has officially
been granted and formally
transitioned territories in
Central Florida including
Tampa/St. Petersburg, Ft.
Myers, Ft. Pierce, Lakeland
and Sarasota.

AUG. 20-21

NAVA Annual Meeting
Skamania Lodge
Stevenson, WA

Phone: 626-229-0900
www.nwvending.org

NOV. 2-4
CoffeeTea&Water

Gaylord National Resort &
Convention Center
Washington, D.C.

Phone: 312-346-0370
www.coffeeteaandwater.org

TOP NEWS

People in the News

General Mills Announces Broker
0f The Year Awards

General Mills, Inc. awarded two broker regions
with the fiscal 2015 “Broker of the Year” award.
In the West, Advantage Sales & Marketing took
the award, represented by Harold Gold and Kevin
Hawkins. In the East, Grabbe Leonard was award-
ed, represented by Jeff Grabbe and Shannon Barr.

Mike Marett Joins Cantaloupe Systems

Cantaloupe Systems announced that Mike
Marett, a former COO and division president
of a leading provider of M2M solutions,

has joined its executive team as senior vice
president, business development, effective
immediately. Marett brings more than 25
years of industry experience to Cantaloupe
where he will focus on new business opportunities
and partnerships.

New Jersey Congressman Tom
MacArthur Visits Midlantic Vending

New Jersey Congressman Tom MacArthur -
(NJ-3) visited Jack & Jill, D.S.D. and Mid- 5
lantic Vending in Moorestown, N.J. During
his visit, Congressman MacArthur received
a briefing and tour to meet employees and
get a first-hand view of a vending opera-
tion facility. The Congressman addressed
industry questions related to calorie disclosure,
the EPA’s proposed changes to refrigeration stan-
dards in vending machines, coolers and freezers
and the industry’s upcoming D.C. Fly-In taking
place this July.

Bud Burke Joins The CoffeeMatt Corp.

The CoffeeMatt Corporation Inc. announced the
recent hiring of Bud Burke, vice president of
operations. Burke brings more than 40 years of
industry knowledge and operations/sales experi-
ence to the rapidly growing team at The Coffee-
Matt Corp.

!
MacAtrt!

Greg McCall Joins Nutrition
Leadership Committee

NAMA announced that Greg McCall, senior
vice president of sales and marketing for
Five Star Food Service, has been named to
the NAMA Nutrition Leadership Committee.
McCall is a 27-year industry veteran.
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P BREAKROOM TRENDS

An updated breakroom
can help keep consumers
engaged and returning.

It's Time To
Offer Breakroom
Design Services

By Adrienne Zimmer, Managing Editor

A Q&A on why (and how) one of the most successful vending
companies offers breakroom design as part of its portfolio.

he workplace breakroom is an

important aspect of the industry

today. Employees use breakrooms
to spark conversation, mentally step
away from the office, reenergize and
refresh. For employers focusing on
employee health and wellness, a cus-
tomized food and beverage program,
as well as a customized food and bev-
erage breakroom, is a highlight and
key motivator. Offering new vend-
ing equipment or a micro market at
the location, however, might not be
enough. In order to give employees a
workday highlight, perhaps it’s time

Jenny Hendrix, Pepi Companies’ chief
sales and marketing director, and Vic
Pemberton, CEO, know breakrooms.

to examine the opportunities in offer-
ing breakroom design.
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For more than 25 years, Pepi Com-
panies has offered a design service
as part of its portfolio. Breakroom
design sets the company apart by
providing a solution to its customers
that makes the breakroom become
an employee destination. Today the
company designs approximately ten
breakrooms per year. Vic Pemberton,
Pepi Companies’ CEO, and Jenny
Hendrix, chief sales and marketing
director, discuss how they got into
breakroom design — and why it is an
important business offering.

Q‘I . How did you get started?

= Vic: We began doing break-
room designs back in 1987. At that
time, many machines were placed
outside, in rough environments. A
temperature-controlled area is an
integral part of creating a great des-
tination, so we would build break-
rooms to put the machines in a better
environment.

We were put on the map in 1992
when a large poultry processing plant
came to us. We were doing their vend-
ing and catering in an old building
and they were creating a new, state-
of-the-art processing plant and asked
us to create the design work for the
breakroom and lay it all out and put
it together, so that’s what helped us
see the value of this service.

u 2 _ Isabackground in

= design necessary?
Vic: No. When people ask me to do
something I say “yes” and then go
figure out how to do it! We know
what our customers want in terms
of food, seating, looks and lights
because we spend every day in
breakrooms. We focus on each
individual location because each
one is different. We have also been
blessed to have Jenny working with
us. She has a passion and talent for
breakroom design.

And even though we don’t have
degrees in design, we have done more



Bubble Up Profits at Micro Marts
with the #1 Sparkling Brand*

Perrier® Sparkling Natural Mineral Water: g
The #1 Sparkling Brand with a B 3
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Contact your local Nestlé Waters Representative for more details.

*Nielsen Total U.S. C-Store Year To Date ending 12/2/2014



P‘BREAKROOM TRENDS

Renovating the exterior of the breakroom

Before

Computer rendering of breakroom

than one hundred breakroom re-dos.
We also want to help other operators
make breakroom design part of their
portfolio, which is why we created a
service called Breakrooms by Design
as part of our WITY Solutions pro-
gram.

u . Whatis your first step in
= creating a breakroom?

Jenny: In terms of getting ideas for
designs, we usually have a focus
group or initial conversation to deter-
mine the client’s vision and needs.
They tell me the types of images
they’d like me to incorporate or the
type of lighting they’re looking for.
We take the space and we imagine
what it could be. We make it a retreat,
a place employees can go and refresh
and be out of their normal work envi-
ronment. It’s important to make the

breakroom a destination.
u4 _ Do you design the entire
= breakroom space?

Jenny: It varies from location to loca-
tion. It ranges from just designing the
seating concept or the enclosures for
the market or the machines to full-
scale re-dos that require a redesign of
the floors, the walls and the lighting.
Most clients do full-scale re-dos.

We had one location call us two
years after we redesigned their
breakroom, wanting us to redesign
their bathrooms, too.

Vic: In some locations — especially
when buildings are being designed
from scratch — we give the layouts,

the concepts and the flows of the
breakroom to the architecture firm
to put in their drawings.

Q . Who pays for this work?

» Jenny: It varies and we
work with clients to determine a solu-
tion for how to pay for the redesign.
If it provides value, there is a way
to pay for it. We bundle services and
basically become a general contractor.

Renovating the interior
of the breakroom

Before

FT

After
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After
u . Why do you continue to

= offer design services?
Vic: Businesses continue to ask for
this service, so we continue to pro-
vide it.

Jenny: And there is a lot of satis-
faction in hearing people come back
and say that their employee morale is
so much stronger because we’ve cre-
ated a highlight for them.

Vic: That’s right. We had a client
come to us, they were going through
significant changes in their company,
and they mentioned that the break-
room was one thing that was holding
the employee morale together. When
people see what we’ve done with
breakrooms, they say, “I want that.”

The henefits

Breakroom design has been an impor-
tant aspect of account retention for
Pepi Companies. It has also made the
company more valuable to its locations.
Pemberton warns, however, that it’s
not enough just to offer upgraded
equipment; the entire space must be
addressed. “Even if you install new
vending machines or new micro mar-
kets in an old breakroom, it’s still an
old breakroom; it’s not a destination
and people still aren’t going to go,”
said Pemberton. “Breakroom rede-
sign is a profitable and viable option
for vending operators.” | €

For more information

For questions or to learn more about WITY Solutions and
Breakrooms by Design, contact Vic Pemberton at
vicp@pepifoods.com or 334-596-6321.

You can also visit www.witysolutions.com.



ADVERTORIAL SPONSORED BY BREAKROOM PROVISIONS

Digital Sighage, Market
Design and Merchandising All
Impact Sales and Experiences

Thepartnac Hrad »

v wil he o depamy
ot Uil Tuesday 2l
-

he convenience, moderniza-
tion, and product variety are
the obvious selling points
of a Micro Market, but the be-
hind the scenes market space strat-
egy is what can really impact your
bottom line. A Micro Market that
incorporates design ideas that are
typical in retail environments,
compels people to actually shop
the market and the likelihood of
them making a purchase is much
greater. It is estimated that around
50% of all in-store purchases are
made spontaneously, due to the
information available to shoppers
at the time of purchase and how
the itself.

advertising, such as

they perceive store
In-store
digital signage, promotes items on
sale and educates consumers on oth-
er products in the market. Persua-
sive language, captivating content
and imagery, and dynamic promo-
tions strongly influence consumers’
buying behavior and can turn an
otherwise ordinary item into a must-
have. Loyalty programs are another
valuable tool for driving
purchases, as they make
customers feel they are
getting more for what
theyre paying and the
exclusive discounts will

encourage them to

make a future purchase.
Customizing a mar-
ket is just as important
as digital signage and
loyalty
When a
crosses the threshold

programes.
customer

into a market, it only

(€ ams B Provisns na-,

[

et e 8.

takes a few moments for them to
decide whether the

meets their expectations. The overall

environment

design, quality of equipment, and
lighting has a significant impact on
the customer’s perceived value of the
products and the market.

When a customer
crosses the threshold
into a market, it
only takes a few
moments for them to
decide whether the

environment meets

their expectations.

For example, a gourmet sandwich in
an old cooler with fluorescent lights
decreases the perceived value of that
sandwich, but merchandising the
same sandwich in a new cool-
er with LED lighting raises
the perceived value and
therefore the sandwich
can be marked at a higher
price point.
Implementing design
ideas is an effective and

proven way to increase store
trafic and sales volume.
Contact Breakroom Provi-
sions today to learn about
our market customization
options, loyalty programs
and digital signage.| 4
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How To Sell More
Than Coffee In OCS

By Emily Refermat, Editor

CSis alucrative business in most

regions. That is especially true

when upselling locations to spe-

cialty hot beverages. This was
the focus at a 2015 NAMA OneShow
OCS-focused panel, which centered on
afew ways to give users coffee service
they love while maintaining good mar-
gins. The key is to look to coffee shops
for inspiration, experiment, highlight
the SKUs and services already offered
and charge service fees.

0ffer many options, see what sticks
Panelist moderator Mike
‘ Tompkins of Coffee
. Products Associates,
. noted that to increase
sales, operators must
always be on the lookout for new
products. “If you see it at a coffee
shop, investigate it,” he said. “This
is how you will be able to figure out
how to deliver it to boost sales.” One
example is the increasingly popular
cold brew coffee. Large OCS opera-
tors are addressing how to bring this
into workplaces on a large scale.
Ancillary specialty beverage items
are also important. “Don’t forget, milk
and sugar are a big component of what
the consumer wants,” said Tompkins.
To see what the new OCS trend
might be, look to Millennials, said
panelist Tom Steuber of Associated
Services. He finds that Millennials
are driving a different type of coffee
experience in the workplace than the
previous generation. They like bean-

In order to boost OCS sales, operators must be willing to experiment.

“If you see it in
a coffee shop,

investigate
it.)?

Mike Tompkins,
Coffee Products Associates

to-cup machines, which they feel
make a fresher cup of coffee. Many
of the units also have touchscreens
which give the brewer a modern,
state-of-the-art feel. “We’re trying out
different things,” said Steuber, who
feels it’s important to understand the
customer. “Sometimes things work
and sometimes they don’t.” In these
cases, the brewer or coffee is elimi-
nated, but Steuber doesn’t treat it as
a failure, just a learning experience.

Promote what makes you different
Panelist Ken Shea of
~ DS Services of America

'r talked about retention
and incremental OCS
sales by promoting

what is already in the warehouse.
There might be a number of items in
the warehouse that could be consid-
ered specialty beverages that could
be offered to a location. Shea cites
cocoa as an example. If a product is
an existing SKU, but hasn’t reached

100 percent penetration of accounts,
operators should consider it for spe-
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cialty beverage expansion. Hot tea is
another example. “We’re seeing really
good teas in these coffee shops today,”
said Shea. “That will help operators
sell these items for a higher price.”
Other items include sparkling and
flavored waters.

“Make sure you are promoting
the special aspects of what you are
already offering,” explained Shea.
He recommends talking to the
account about upselling, especially
with specialty coffee blends. “A
price of 60 or 70 cents per cup is not
uncommon in the coffee shop — use
that,” he said. If the location wants
specialty equipment, get a service
fee and make sure to offer, and get,
the pantry service. “You can’t leave
anything on the table,” Shea stressed
to audience members.

Equipment isn’t cheap

=D “Itsone thing to delight

e the customer, but equip-

ﬁ ment is expensive...you

have to make money,”

panelist Steve Brehm of Berry Coffee

Co. warned. He gets a commitment

upfront to accept a service fee that

will increase if the account doesn’t

maintain a minimum volume order.

The location also has to designate

someone to clean and maintain the

brewer, in the case of a bean-to-cup

machine. “With this model, any size

operation can be a potential cus-

tomer,” added Brehm. He’s careful

to ensure the water going into the

brewer is filtered to keep the machine

working properly, the coffee tasting

good and because it provides another
revenue stream.

Brehm finds offering specialty
equipment really does delight a loca-
tion. For one foodservice account he
even agreed to place a frozen coffee
machine. He has a partnership with
a coffee roaster for a special recipe to
be used. “Even with the extra mainte-
nance [done with alaminated cleaning
checklist] it’s worth it,” said Brehm. | «
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Answering The Call

By Adrienne Zimmer, Managing Editor

The Answer Group has
grown to more than $50
million in annual revenue
by offering technology
innovations and keeping its
doors open to new ideas.

om Murn, CEO of The Answer

Group, is a self-proclaimed “techie.”

He ensures that the N'Y-based vend-
ing company is not only up-to-date on
technology trends, but is also leading
the industry with cutting-edge tech-
nology solutions. The company has
always worked closely with equip-
ment manufacturers to respond to
consumer purchasing behavior trends
and it prides itself on being the first in
the U.S. to remotely monitor vending
machines and implement DEX tech-
nology in all equipment.

Today the company operates state-
of-the-art equipment that offers the
latest in technology including cash-
less vending, Google Wallet, energy
efficiency, interactive touchscreens,
digital media and advertising as well
as DEX capabilities. “Our willingness
to embrace and apply cutting-edge

61 wanted to offer
my customers the
same experience

I desired at the
machine.”?

Tom Murn, CEO of The Answer Group
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technology is what sets us apart from
other vending companies,” said Murn.

In twenty-four years, The Answer
Group has grown from two to 115
employees and $50 million in annual
revenue by answering the call of con-
sumer needs and responding with
innovative solutions.

Technology guru
The Answer Group grew from
Murn’s desire to provide a solution to
customers’ needs. In the 1980s, Murn
and his father were Pepsi distribu-
tors who also serviced Pepsi vend-
ing machines. While servicing drink
machines, customers would continu-
ously ask for snacks. In response to
this request, Murn decided in 1991
to leave Pepsi distribution and form
Answer Vending — renamed The
Answer Group in 2005 — with five
machines and two employees.
Murn recognized early on that
the vending industry was far behind
other retail segments when it came to
technology, so he sought to ensure his
company would be different. “I grew
up with a passion for technology and

figuring out how things work,” said
Murn. “I wanted to offer my custom-
ers the same experience I desired at
the machine.”

In the beginning, Murn knew there
had to be an easy way to find out what
items were selling in his machines
and what was not. He started imple-
menting DEX on all of his machines
and built a radio frequency network
in order to track machines in New

The diji-touch® experience

Technology is an integral part of business for The Answer Group. So

The Answer Group operates state-of-the-art equipment with upgraded technology.

20

when an opportunity came up to partner with Mondelez International and
diji-touch®, Murn didn’t hesitate. Beginning in June, The Answer Group
will be installing 40 diji-touch® machines in Simon Malls, with plans to
install 600 machines by September. “It’s the largest rollout of its kind,”
Murn continued.

The Answer Group and Mondelez International tested five machines

in five separate locations for three weeks. “We ran a soccer promotion

on the large touchscreen. When the user walked by the machine, the
machine prompted the consumer to interact with it and play a game. The
user was challenged to block three of five soccer goals and if they did
that, they would win a free prize. Meanwhile, the machines gathered data
from the consumer, such as their gender and age. They also scanned the
crowd and could determine the statistics of viewers,” said Murn.

In three weeks 15,000 games were played on the five machines and
10,000 free products were dispensed. Nearly 150,000 impressions were
gained. “We estimated that when we deploy 300 machines, we will gain
nearly 250 million impressions,” he continued.
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York City. “We were prekitting before
anyone was prekitting,” he said. “But
when cellular came out, we realized
it was cheaper so we began migrating
to that solution.”

The Answer Group was one of the
first companies to remotely monitor
vending equipment and install credit
card readers with EZ Pass technol-
ogy. It installed guaranteed product
delivery sensors and ensured that
the equipment could change with
the consumer. “I worked early on to
create a refrigerated machine because
it could be a solution to products my
customers wanted,” said Murn. “To
this day I continue to work with all
equipment manufacturers on ways to
adapt to changing consumer trends.”
Murn will oftentimes approach man-
ufacturers directly when he needs to
address vending solutions for his cus-
tomers. “We always find the answer,”
he said.

Murn placed his bet on cashless
payments and then near field tech-
nology when it was introduced. In
fact, The Answer Group’s vending
machines were enabled to accept
credit cards and Google Wallet years
before that technology became widely
accepted. He believes machines need
tobe able to vend items at any amount,
from $1.00 purchases to $200.00 pur-
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chases or more. “Machines should be
an integrated experience for the con-
sumer,” said Murn.

Murn’s love for technology and
belief in an integrated consumer
experience led him to automated
retail. Now, he says he is trying to
change the face of vending for his
consumers by offering them an
integrated experience, including not
only cashless and multiple payment
options, but also digital signage and
advertising on machines. “Technol-
ogy is underutilized in this industry,”
he said. “Vending should be able to
dispense more than just food and
I really see the entire experience
expanding to the point where videos
are on all machines and ads can be
on there, too.”

In fact, Murn doesn’t even like
to call it “vending” anymore. To
him, it’s automated retail. He has
expanded his traditional vending
offerings and looked for new sources
of revenue in non-perishable items
such as umbrellas, iPhone chargers
and headphones. And he sees a better
profit margin from those items.

But that doesn’t mean he has
abandoned traditional vending. “We
are a convenience factor and we want
to compete with convenience and
pop-up stores,” he said. “It doesn’t
mean we stop offering traditional
service, it’s that we just make it bet-
ter, with more offerings in a way
that’s engaging to the user.”

Cutting-edge technology offer-
ings has helped The Answer Group
become a powerhouse in New York
City and surrounding areas. The
company provides office refreshment
for thousands of locations including
The New York Police Department,
The Metropolitan Transportation
Authority, Grand Central Station,
30 hospitals and 26 YMCAs. The
Answer Group has one major cli-
ent, however, that provides the big-
dest rewards: The New York City
Department of Education.

Advertising on vending machines adds to the consumer experience.

Embrace hetter-for-you products

When it was announced that vend-
ing operators would need to change
their offerings at schools, Murn
wasn’t worried, he just looked at it
as another challenge to overcome.
“Sales in some schools outside of
New York City dropped 40 percent

Sustainability and
philanthropy

Despite its success, The An-
swer Group remains grounded
in giving back. The com-

pany has paired with Paradigm
Group and The Emerald Brand
to offer sustainable paper, dis-
posable serving and cleaning
products and offers 165 prod-
ucts produced from alternative
materials such as sugar cane,
plant starch, PLA, clay based
materials and bamboo fiber.

The company also believes

in philanthropy at the local
level, too. It annually donates
$265,000 towards wellness;
over the last five years The
Answer Group has donated $1.4
million to the Public School
Athletic League, an organization
that provides opportunities for
educating students in fitness,
health and wellness.
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because we could no longer sell
tea or Gatorade,” he said. “But in
the New York City School District,
healthy vending has been doing
really well.”” The Answer Group
provides services for mearly 200
schools and 1.1 million children in
the New York City area. Today, it is
the largest healthy vending opera-
tion in New York City.

String cheese, squeezable fruit,
and carrots with dip have been big
sellers, says Murn, who also reports
that technology has helped keep the
stales to a minimum.

In order to answer the consumer
call for healthy items, Murn had to
think outside the box on some prod-
ucts. “We have a large Hispanic
population in one school and there
was no healthy salted snack item that
really appealed to the students, so we
created our own solution,” he said.
Murn traveled to Ecuador and began
working with a manufacturer to cre-
ate his own brand of snacks called
Go Natif, which is now run by Jea
Edman and Leslie Murn. Nearly
60,000 Go Natif healthy plantains
were sold in just over 30 days.

He did the same thing for spar-
kling juice. “I worked with a com-
pany in Vietnam to create a beverage
that the kids would like, that was
fresh and fruitful,” he said. The
beverage is being tested at 70 schools.



Despite these successes, Murn
admits that the industry has a long
way to go. “A big challenge we have
now, as an industry, is getting our
message out there,” he said. “We are
offering healthy options and better
products but our consumers don’t
know that.” Murn is a big proponent
of healthy vending and supports the
industry’s effort to join, rather than
fight the cause. “We want to encour-
age consumers to turn to vending,
not away from it.”

A “Group’ effort

Murn is constantly encouraging peo-
ple — including his own employees
— to look at vending in a different
light. Last year The Answer Group
held a contest for its employees. Who-
ever came up with the best idea of
how to sell more items in the machine
won $1,000. The winner of the con-

Operation Profile:
The Answer Group

Year Founded: 1991

Headquarters: Farmingdale,
New York

Owner: Tom Murn
Number of employees: 115

Annual sales: $50 million

test came up with the idea of selling
umbrellas in machines at places like
Grand Central Station.

Murn says he wouldn’t be suc-
cessful if it weren’t for those working
with and around him. “Mike Olsze-
wski, our operations manager, has
been with us for 20 years and How-
ard Goldstein, our vice president, has

been with the company even longer,”
he said. “I would also like to recog-
nize my longest and best route driver,
Dennis Intzeyiannis. The Answer
Group is a great incubator and I am
proud of all of them,” he said of his
employees. Former employees who
have gone on to create their own
companies include John Murn with
the buying group RSA and John
Hickey with Tech 2 Success.

Striving for tomorrow

The Answer Group’s focus on tech-
nology innovation, healthy items and
non-traditional vending has helped
it grow and gain loyal customers.
“You’ve got to put your best self for-
ward and usually that comes back to
you,” he said. To keep up the momen-
tum, the company will continue to
answer consumer demands and keep
its doors open to new ideas. | €
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ANNUAL REPORT

VENDING
OPERATORS
PUNCH THROUGH
LAST YEAR'S
REVENUE

Vending revenues grew by more than 2 percent in 2014,
driven largely by growth opportunities such as micro
markets and technology, which outweighed the challenges
of rising product costs and school vending regulation.

By Emily Refermat, Editor

CHART 1: INDUSTRY REVENUE IN BILLIONS, 10-YEAR REVIEW
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OPERATOR SALES
REVENUE % OF 2014 PROJECTED % OF 2014
SIZE RANGE OPERATORS 2014 SALES SALES
Small under $1M 51% $1.82B 9%
Medium $1M - $4.9M 23% 4.24B 21%
Large $5M - $9.9M 8% 4.44B 22%
Extra large $10M + 18% 9.68B 48%
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ending has experienced another
growth year. The aggregate
industry revenue rose 2.4 percent
in 2014 to $20.2 billion, exceeding
the revenues for the past 5 years.
Consumers are more confident in the
economy and therefore spending more
on snacks and onsite foodservice, driv-
ing up sales numbers. In addition, loca-
tions are hiring and expanding onsite
food and drink benefits.

Aggressive adoption of micro
markets among some operations has
added upward revenues. While this
year’s Automatic Merchandiser State
of the Vending Industry report shows
less than half of vendors operate a
micro market, the number is increas-
ing. Significantly increased revenues
were linked to micro market adoption.

Technology is another area that
is pushing vending operators farther
into the black. It’s allowing opera-
tors to eliminate under-performing
products, identify growth areas and
run their businesses more efficiently.
Technology at the point-of-sale has
flattened, but its adoption is still
higher than in any previous year.

Challenges continue as well
Operators struggle with increasing
product costs from manufacturers,
a trend reported last year. Fewer
operators chose to raise prices this
past year than in the previous two
years, although it was still the most
used strategy for handling higher
costs (chart 6). Vending operators
cited pressure from consumers as
a major reason they did not raise
prices despite increasing product
costs. Competitive pressures from
surrounding businesses, vending and
non-vending, were also cited.
Operators found other ways to
recoup revenue lost to higher product
costs. Many eliminated unprofitable
accounts and rearranged routes to pro-
duce higher returns (chart 6).
Adding a vending management
system or VMS is a primary way
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Methodology

The Automatic Merchandiser
State of the Vending Indus-
try Report is compiled from
a survey sent to vending
operators in Spring as well
as operator interviews. The
2015 report is based on a
3.5 percent response rate to
the survey and includes full-
service as well as small-size
snack and soda operators.

for operators to make educated deci-
sions in route management as well as
product variety management. A small
yet substantial percentage of opera-
tors, 5.8 percent, added a VMS this
past year. While no comparative data
exists from previous years, based on
comments, this appears to be a num-
ber that is growing. For the industry
as a whole, 58 percent of the operators
report using a VMS.

For the roughly 6 percent of opera-
tors who chose to reduce product
variety, it affected the candy/snack/
confection category the most — 83.3
percent of operators chose to reduce
these types of products due to cost
increases (chart 8). Cold beverages
were the second most reduced product
category with 40 percent.

USDA rule takes a toll

One of the most significant challenges
felt by the industry in 2014 was the

STATE OF THE INDUSTRY

CHART 3B: NUMBER OF LOCATIONS
SERVED IN 2014 COMPARED T0 2013
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CHART 4:
STAFFING CHANGES, 4-YEAR REVIEW

ACQUIRED OR DIVESTED
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No change
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CHART 6: STRATEGIES FOR HANDLING HIGHER COSTS, 3-YEAR REVIEW

PRODUCT 2012* 2013* 2014*
Raised prices 83.10% 61.6%
Absorbed extra cost 62.3 38.8
Eliminated unprofitable account 47.3 28.2
Rearranged routes 46.2 24.8
Reduced service frequency 42.1 22.6
Lowered commissions 33.1 20.0
Rearranged job responsibilities 22.4 13.6
Reduced equipment in accounts 22.4 10.2
Switched to using more cost-efficient vehicles 14.5 9.4
Postponed parts or equipment buys 19.7 7.6
Reduced product variety 10.7 6.8
Reduced company travel 12.8 5.6
Adjusted compensation/benefits 7.7 4.6
Postponed equipment repairs 4.9 3.8

* Includes multiple mentions
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CHART 7: SEGMENTS WHERE PRICES
WERE RAISED

PRODUCT 2015*
Candy/snacks/confections 30.2%
0oCsS 8.8
Ice cream 5.6
Sundries/toiletries 1.9
Milk 5.1
Vended food 134
Bulk vending 1.1
Hot beverages 5.3
Condoms 0.2
Bottled water (not single-serve) 33
Music 0.1
Cooperative service vending 0.1
Cigarettes 0.7
Cold drinks 21.2
Manual foodservice 2.9
Other 1.6
* Includes multiple mentions

ADJUSTED PRODUCT
MIX TO REDUCE DELIVERIES,
4-YEAR REVIEW
® 2011 @ 2012 2013 @ 2014

Yes

No

THOSE WHO REDUCED
PRODUCT VARIETY, REDUCED IN THE
FOLLOWING AREAS:
PRODUCT 2014
Candy/snacks/confections 83.3%
0oCsS 11.3
Ice cream 104
Vended food 28.7
Hot beverage 4.4
Cold drinks 40
Sundries/toiletries 2.6
Bottled water (not single serve) 7.8
Milk 6
Other 5.3

* Includes multiple mentions

CHART 9A: EXPANDED INTO NEW
SERVICES, 3-YEAR REVIEW
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required change in products allowed
in vending equipment located in
public schools. The Healthy, Hun-
ger-Free Kids Act of 2010 required
the U.S. Department of Agriculture
(USDA) to establish nutrition stan-
dards for all foods sold in schools
- beyond the federally-supported
school meals programs. The require-
ment gives a limit for sodium, total
sugar and calories in all snack items.
All school vending machines had to
be stocked with products meeting
the requirements for the 2014-2015
school year. Operators with a large
quantity of school accounts reported
revenue losses between 30 to 40 per-
cent from that segment.

Finding healthy product options
that sell well is an issue the indus-
try will continue to struggle with
as more and more vending opera-
tors are asked to place healthy items
in machines even at non-school
accounts. A majority, 82.7 percent
of operators, report having locations
request healthier products be placed
in the machines. This is a trend that
is not receding.

Consolidation among vending
operations appears to be slowing,
but continues. In 2014, 16.1 percent
of operators report making an acqui-
sition, compared to 17.7 percent the
year before (chart 5). However, there
was a small increase, 1.4 percent, to
the number of vendors who sold off
parts of their businesses. The num-
ber of smaller operations, as defined
by revenue, has also contracted in
the past year, dropping by 4 percent.
The mid-sized companies remained
fairly consistent, while some large
operations grew even larger, adding

to the increase

in the number

of vending opera-

tions making over

$10 million in annual sales.

These extra-large operations rep-

resent nearly half of the industry’s
sales (chart 2).
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Increasing services was practiced by 23.4 percent of
operators in 2014 (chart 9A), a number that has been
dropping since 2011. Operators are either open to add-
ing services or hesitant. Those who believe new services
mean opportunity have added them in the years since the
Great Recession in an attempt to rebuild revenues. Other
operators are hesitant to invest in additional lines, opting
to instead sustain a traditional vending business model.

For those operators exploring new lines, a record per-
centage moved into drop shipping. Traditionally, this allows
customers to order products from the operator by phone,
email or via Website. Instead of running a route, the opera-
tor arranges the product to be delivered by courier to the
customer (chart 9).

More locations served
While the makeup of locations stayed fairly steady, over 40
percent of operators reported an increase in the number
of locations serviced (chart 3B). In many areas companies
are investing in breakrooms and providing food and bever-
ages to employees and guests. It has become an affordable
way to provide desired benefits and win new talent. Other
businesses are expanding and inquiring about vending and
office coffee service for the first time. Operators are using a
combination of marketing and a strong sales force to gain
this new business and grow organically.

For operators that said they were serving fewer
accounts than last year, they reported a combination of
reasons. Many operators eliminated unprofitable accounts.

SHARE OF SALES BY CATEGORY, 2-YEAR REVIEW
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manual foodservice, OCS and

other services were removed from
pie chart.

1.2% 5.2%
2014
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Others explained locations were closing or reducing staff
due to an economy that has not recovered in their area.

Technology
Technology adoption has been accelerating in the vending
industry for the past few years. However, for payment

CHART 10A: TECHNOLOGY UPGRADES

2014
Installed at least one bill recycler 33.4%
% of machines equipped with bill recyclers 7

Added technology for remote monitoring (wireless)  27.6
% of machines equipped with remote monitoring 4.2
Installed at least one Credit/Debit card reader 57.6
% of machines equipped with cashless readers 11
Added at least one video screen 11
% of machines equipped with video screens 2.6
Added at least one mobile payment solution* 10.1

% of machines with mobile payment 7
Added at least one micro market 79.3

*Meant to represent mobile-only, but there was some cross over with card readers

CHART 10B: CASHLESS PROJECTIONS, 3-YEAR REVIEW

2012 2013 2014
Projected with 374,472 564,548
cashless
Closed cashless 44,936 67,181

(12%) (11.9%)
Open cashless 329,536 497,367
Total machine base estimates: 5,132,250 for 2014

SHARE OF SALES BY CATEGORY,
5-YEAR REVIEW
2010 2011 2012 2013 2014

Micro markets N/A N/A  1.8% 8.9%
Manual 28% 28.4% 17.2 7.6
foodservice
0oCsS 6.3 6.4 9 13.3
Water service N/A N/A N/A 1.9
Bulk vending N/A N/A N/A 2.0
Music N/A N/A N/A 1.1
Games N/A N/A N/A 0.8
Janitorial N/A N/A N/A 0.1
Supplies
Other N/A N/A N/A 4.2
Vending N/A N/A N/A 60.1

* Includes cooperative service vending, repair services, wholesaler, etc.

NON-VENDING services
contributed 40% to revenues



WHITE CASTLE BURGER NAMED
THE MOST INFLUENTIAL OF ALL TIME*!

* Source: Time News Feed, Time Inc., January 14, 2014

For more information about White Castle:
contact Timothy Carroll at 614-559-2453 or carrollt@whitecastle.com
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acceptance technologies, overall percentages remain low

(chart 10). In 2014, the percentage of vending machines ~ CHART 12: PROJECTED SALES BY CATEGORY,
that would accept a credit or debit card was relatively ~ 4-YEAR REVIEW IN BILLIONS

flat, increasing only a single percent from 2013. Of the %
projected 5.1 million vending machines in the field, only 2011 2012 2013* | 2014 |CHANGE
564,548 machines accept a cashless form of payment.  Candy/snacks/ $5.57B $5.22B $6.56B | $7.24B | 10%
Large and extra-large-sized operators are 30 percent more ~ confections
likely to have high numbers of cashless payment accep-  lce cream/ 0.42 0.59 0.63 0.59 -7

. . . frozen
tors installed on vending machines. .

Mobile payments was added this year. While ?:irl‘;?iz/ NA NA A 0.20 NA
intended to calculate the number of machines that 034 0.49 057 0.39 33
took mobile-only cashless payments, some operators  yend food 1.14 1.38 1.69 1.30 23
answered yes when they had a standard cashless reader  Hot beverages 0.98 0.89 1.00 1.05 4
as this also allows payment via mobile device. This  Cigarettes 0.11 0.33 0.28 0.25 .10
has likely skewed the percentage of mobile payment Cold 8.23 7.34 7.88 7.61 -3
enabled machines. beverages

Remote machine monitoring saw another modest ~ Other 0.47 0.94 0.91 1.55 70
increase in 2014. A technology that works in conjunction 0cs 1.70 2.14 2.52 2.68 6
with many VMS, remote machine monitoring produces mzzlsj::vice 538 333 232 1.53 -34
more efficiency in route management. Even with the lift, Micro Markets — N/A 0.35 101 179 78

the percentage of machines online remains less than 5
percent. There are more than twice as many vending
machines accepting cashless payment than are reporting

* Numbers adjusted based on revised Chart 11

CHART 13A: COLD BEVERAGE MACHINE ESTIMATES BY TYPE

TYPE 2014
Bottle and can closed front 2,129,566

GROW PROFITS WITH ICE s orose

TOTAL 3.3M
49.4% of beverage machines are owned by bottlers

CHART 13B: COLD BEVERAGE SALES, 5-YEAR REVIEW

% OF SALES

TYPE 2010 2011 2012 2013 2014
Can 29% 29% 42.2%  42% 44%
Bottle 70.8 70.7 55.1 55.5 55.8
Cup 0.2 0.3 3.4 2.4 0.2

| PROJECTED TOTALS IN BILLIONS

| TYPE 2010 2011 2012 2013 2014
Can $1.7B $1.7B $2.4B $2.6B $3.3B
Bottle 4.1 4.2 3.1 3.8 4.2
Cup 0.02 0.02 0.2 0.3 0.02

Editor’s Note: These totals only apply to the volume sold by vending operators, not bottlers.

CHART 13C: AVERAGE COLD BEVERAGE PRICES,
9-YEAR REVIEW
TYPE 2010 2011 2012 2013 2014

The compact, drainless 7 & 15 series produce 100 bs a day of [l 73¢ 76¢ 76¢ 8l¢ 79¢
consumer-preferred Chewblet ice. Bottle  $1.30 $1.32 $1.33 $1.33 $1.35

~ Cup 70¢ 70¢ 71¢ 85¢ 85¢
follettice.com/7series "”IIE”
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VENDING WITH
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Red Bull is the #1 Energy brand, the most recognizable Energy brand, and the
most iconic Energy brand. Red Bull also delivers the Taste + Choice consumers value.
Imagine what Red Bull could deliver in your vending machine!
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data via remote machine monitoring : TOTALS BY CATEGORY AND SUBCATEGORY
despite both systems requiring Inter- % SALES CHANGES 2014
net service. SHARE

2014 % SALES OF CHANGE REVENUE UNIT
REVENUE TOTAL FROM 2013 | CHANGE CHANGE

Markets may indicate success DRINKS $68.6 M  48.9% |2l 16% 12%
Micro markets continue to be a fast  Energy Drinks 0.8M 0.6 31 29
growing segment for the vending  Non-Carbonated, 120z  4.6M 3.3 17 13
operator. The number of operators  Soda, 120z 15.5M 11.1 11 8
who installed at least one micro mar-  Energy Drinks, 2.2M 1.6 47 46
ket in 2014 was up substantially com- 16-200z
pared to 2013 jumping to 80 percent Iilg?z-gs;bonated, 9.1M 6.5 27 25
from 24 percent, respectlyely (chart Soda, 16-200z 36.3M 25.9 15 1
10)- Operators report the micro market TOP 10 VENDED BEVERAGES IN UNITS SOLD
segment is driving 8.9 percent of their
revenues, second only to office coffee  Dr Pepper, 200z Dr Peppet/Snapple | Mountain Dew, 120z Pepsi-Cola
service (for non-vending services). Coke, 120z Coca-Cola Diet Coke, 200z Coca-Cola
An interesting trend occurred Coke, 200z Coca-Cola Pepsi, 200z Pepsi-Cola
when respondent operators were sliced ~ Dr Pepper, 120z Dr Pepper/Snapple | Pepsi, 120z Pepsi-Cola
into those that had a revenue increase  Mountain Dew, 200z Pepsi-Cola Diet Coke, 120z Coca-Cola

in 2014, and those that did not. Those  Source: Cantaloupe Systems, Inc.
operators who increased sales (the
majority) overwhelmingly added

micro markets in 2014, 83.3 percent.  CHART 14A: CANDY/SNACK/CONFECTION MACHINE ESTIMATES, 5-YEAR REVIEW

While this doesn’t prove that micro

markets automatically lead to higher - 2010 2081 2012 2013 201,
. . . . Projected Total 1.3M 1.3M 1.4M 1.4M
revenues, it strongly implies that micro
markets are a revenue generator. CHART 14B: TOTALS BY CATEGORY AND SUBCATEGORY
For many, micro markets continue % SALES CHANGES 2014

to be an exciting growth opportu- SHARE

1 1 1 - 2014 % SALES OF CHANGE REVENUE UNIT
nity despite the challenges of inven REVENUE ~ TOTAL  FROM2013| CHANGE  CHANGE
tory management and theft. Several CANDY $15.9M 11.3% [IOBRNN 28% 239%
operators indicated they were moving Chocolate 10.8 77 27 22
their businesses towards more micro  Non-chocolate 3.4 24 28 24
markets, rather than more Vel’ldil’lg Bag Candies 0.4 0.3 101 97
as the sales generation of a market  Gum & Mints 1.2 0.9 23 18
is much higher than a bank of vend-
ing machines at the same location. In  SAJASS $55.8M 39.8% [NNS%N 26% 22%
addition, locations are more aware Bagged Snacks 1.0 0.7 47 42

wafers, cookies, nuts, brownies, pretzels, fruit clusters, bagged gum,

of micro markets and are asking for :
yogurt bites

these systems, driving up placements.

Chips 29.3 20.9 27 24

. Cookies & Crackers 4.7 3 23 17

Product segment review Food snacks 1.1 0.8 61 39
Product categories versus services Cheese sticks, meat sticks, meat bites,

were broken out further this year to  Nutritious snacks 29 2 53 48

illustrate more clearly how products  Bean chips, granola, fruit snacks, organic items, specialty crackers/

contribute to Vending revenue as a pastries/cookies, dark chocolate, bars, dried fruit, hummus
whole (chart 11A &11B). The candy Nuts and seeds 0.5 0.3 8 11

and snack category saw an increase in (F:’astry - 164 11.7 - 19 14
. . . upcakes, coffee cake, pies, honey buns, brownies, doughnut, muffins,
its share of revenue in 2014, while cold  gapigh, pastries

beverage’s share actually decreased.
Vending food also saw a decrease. Source: Cantaloupe Systems, nc.

32 Automatic Merchandiser | VendingMarketWatch.com | June 2015



WHOLESALE CANDY, SNACK
AND BEVERAGE SPECIALISTS

|

WWW. VIstar.com
800.880.9900



STATE OF THE INDUSTRY

Services other than vending made
up roughly 40 percent of revenues in
2014, with the top contributor being
OCS with 13.3 percent. Micro mar-
kets are a quickly growing second,
increasing from 5.11 percent to 8.9
percent of revenues in just one year.

Digging deeper
Candy/snacks/confections enjoyed
a nearly 3 percent increase, reaching
$7.24 billion in revenue for the vend-
ing channel. According to product
sales data provided by Cantaloupe
Systems Inc., chocolate lost the most
share in the candy/snack/confection
category although the change was less
than a percent (chart 14B). Chocolate-
based items have seen price increases
over the past few years as cocoa prices
have steadily increased since March
2013, according to the International
Cocoa Organization (ICCO). The
price of cocoa per tonne is $3,096.00
as of May 2015, up from $3,030.00
from May 2014, reports the ICCO.

Snacks saw a strong increase of
1.5 percent attributed to chips, cook-
ies and cracker sales, shows Canta-
loupe Systems data. The top three
products in this category by unit
volume were Mars Chocolate North
America’s M&M peanuts, Frito-Lay’s
Ruffles Cheddar & Sour Cream large
single serve bag (LSS) and Frito-Lay’s
Doritos Nachos LSS.

Healthy snacks, noted as nutri-
tious snacks in chart 14B, constitute
two percent of sales by dollar revenue.
However, that is a higher percentage
than some of the other categories like
food snacks and nuts/seeds, accord-
ing to the Cantaloupe Systems data.

The most substantial decreases
among product categories recorded
in the Automatic Merchandiser
State of the Vending Industry report
were vended food and cold beverage.
Traditionally, consumers have been
reluctant to purchase food from vend-
ing machines, especially with the
increase in quick meals from competi-

34

CHART 14C: TOP 10 CANDY/SNACK/PASTRY IN UNITS SOLD

M&M Peanut Mars Inc. Cheez-It LSS Kellogg

Ruffles Cheddar & Frito-Lay Twix Bar Mars Inc.

Sour Cream LSS

Doritos Nacho LSS Frito-Lay Frito Lay Chili Frito-Lay
Cheese LSS

Lays Plain LSS Frito-Lay Famous Amos Kellogg
Chocolate Cookies

Cheeto Crunchy LSS Frito-Lay Snickers Mars Inc.

Source: Cantaloupe Systems, Inc.

HOT BEVERAGE MACHINE ESTIMATES, 5-YEAR REVIEW

2010 2011 2012 2013 2014
315,000 309,000 317,774
HOT BEVERAGE SALES, 5-YEAR REVIEW
2010 2011 2012 2013 2014
Fresh-brew regular 54.9% 58.3% 38.3% 35.0%
Fresh-brew decaf 5.4 3.9 6.4 5.9
Fresh-brew specialty/ 79 5.7 11.8 10.1
flavored
Freeze-dried regular 3.1 4.5 8.6 8.5
Freeze-dried specialty 7.9 5.8 8.8 11.1
Tea 1.7 2.5 5 4.1
Hot chocolate 11.7 12.8 10.9 11.7
Soup 0.5 1.4 1.9 3.3
Other 6.8 5.1 8.4 10.8
HOT BEVERAGE PROJECTED TOTALS, IN MILLIONS
2010 2011 2012 2013 2014
Fresh-brew regular $411.8M $408.3M $281.1M $366.9M
Fresh-brew decaf 40.5 27.2 47 61.7
Fresh-brew specialty/ 59 40 86.2 106.6
flavored
Freeze-dried regular 23.3 31.8 62.9 89.4
Freeze-dried specialty 58.5 40.3 64.5 116.2
Tea 12.9 17.8 36.7 43
Hot chocolate 875 89.3 79.9 122.9
Soup 4 10 14.1 34.7
Other 50.6 35.4 61.4 113.5
HOT BEVERAGE PRICES, 5-YEAR REVIEW
2010 2011 2012 2013 2014
Fresh-brew regular 59¢ 59¢ 64¢ 70¢
Fresh-brew decaf 58 58 60 46
Fresh-brew specialty/ 65 65 69 45
flavored
Freeze-dried regular 59 57 49 27
Freeze-dried specialty 59 59 56 30
Tea 55 55 53 24
Hot chocolate 59 59 66 57
Soup 57 55 50 17
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Join fellow business and industry leaders
to bring the Voice of the Refreshment
Services Industry to Members of Congress
in Washington, DC.

Attendees will have the opportunity to visit their
Members of Congress and staff to address issues
of importance to the refreshment services industry
and business community.

Program Includes

» Welcome reception & orientation dinner briefing

> Issue meetings with key Members of Congress
and Congressional Staffers

» Advocacy training and kits

» Networking opportunities

TAKES THE

HILL

WASHINGTON, DC
2015 FLY-IN

JULY
21-22

Omni Shoreham Hotel
Washington, DC

Attendee is responsible for airfare and hotel accommodations.

REGISTER ONLINE
www.namavoice.org/2015flyin

CONTACTS

Eric Dell Marilyn Dent
202.669.6139 571.317.0944
edell@vending.org mdent@vending.org

INAIVIAN
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tion such as convenience stores and
quick service restaurants, therefore
the decline is not surprising. Also,
the introduction and proliferation of
micro markets is having an effect as a
micro market replaces a bank of vend-
ing machines at a location that usu-
ally includes at least one food vender.

The cold beverage category saw
a decrease in share of sales in 2014 of
2.3 percent. In looking at Cantaloupe
Systems data in chart 13D, large and
small sized soda has lost the most
share of sales. This trend is found
in many retail segments. The Bev-
erage Marketing Corporation (BMC)
reported that while carbonated soft
drinks claim the largest share of the
beverage category, they lost both vol-
ume and market share in 2014. Volume
slipped by 1 percent from 12.9 billion
gallons in 2013 to less than 12.8 billion
gallons in 2014, which lowered their

market share from slightly less than
43 percent to just above 41 percent.
Bottled water growth accelerated,
reports the BMC, in addition to ready-
to-drink coffee and other premium
beverages such as energy and sports
drinks. Cantaloupe Systems data also
shows a strong year for energy drinks
and large, non-carbonated beverages.

In 2014, vending operators report
a drop in sales for milk, a trend

echoed in many retail segments. The
International Dairy Foods Associa-
tion (IDFA) reported earlier this
year that the total U.S. per capita
consumption of milk has reached
a record low based on its measure-
ment in 2013. Sales of milk fell by
2.8 percent, the fourth largest year-
to-year decline since 1955, wrote the
IDFA. In vending the decline was
1 percent.

CHART 16A: FOOD MACHINE ESTIMATES, 5-YEAR REVIEW

TYPE 2010 2011 2012 2013 2014
Refrigerated 131,000 129,000 128,700 124,000 129,000
Frozen* 52,600 53,000 53,000 53,000 52,860
Ambient 2,000 2,000 2,000 2,000 1,994
Food systems (pizza, 1,500 1,100 1,000 1,000 665
french fries)

Total 187,100 185,000 184,700 180,000 184,519

* Most were also used for ice cream.

oVIVE

STATION

This Bottle can
Change Your World!

Earn profit, secure loyal customers, and help the Earth
with one simple choice — adding an Evive Station.

Evive Statinn's Thomas Petrini, Fo

Dave Flanders, CEQ and former vendi
spoke with the staff of Automatic Me
NAMA OneShow sharing the history of
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Water is the
single most
important

nutrient you
can putinto
your body.!

The Average 150/0
Human Body is Water

On average, a person should drink
64 ounces of water each and every day.

Profit by Making Everyday

Earth Day!

What is Evive Station?

The concept of Evive Statinn emerged

while attending a Sustainability Conference
in 2007 where reusable water bottles was a
topic of focus when the thaught provaking
question arose, "what is hindering
consumers from using reusable bottles?”
Tam and Dave recognized that while the
concept of areusable bottle may assistin
reduding economical issues, there remained
the issue of conveniently cleaning the hottle
in a sanitary way for its reuse — and so came
the concept of Evive Station - the world's
first and anly energy-efficient beverage kinsk
to clean using NSF chiorine sanitizers and to
refill a reusable bottle with filtered,
all-natural, fruit-flavored infused waters,

What makes Evive Station a

“game changer”?

As a farmer operatar, Dave understands the
challenges today's operators face - keeping
up with competitor services and consumer
demand far healthy, convenient, eco-friendly,
econormical choices, along with product
variety and ease of payment. Evive Station
offers the diversification required to meet
these dermnands while providing a
competitive and profitable distributor
opportunity in ideal major metrn and
high-traffic markets and for those already

H Landfilled Bottles?

by Americans Each Day

MILLION

Laid end-to-end, the empty bottles would span
from New York to San Francisco and back, twice!

Evive is also a subscription-based model,
which means aperators can more
accurately project reoccurring profitability
nn alnng-term basis.

What's the
latest innovation for Evive Station?

Capitalizing on the trend of

flavor waters, Evive Station is 0
the first to introduce new _—
fruit-flavored = 1c o ~}
infused water inan @ LIS

Flavored Waters
earth-friendly rnanner. :

Who's Using Evive Station?

People of all ages use their beverage break
to refresh, recharge and re-energize. They
want convenience yet they also want great
taste, at affordable prices. Our new Efused
all-natural fruit flavored waters give them a
flavar boastin a healthful way. By 2020,
50% of the workforce will be Millennials
who want healthy, customized beverages
delivered with surprise and extitement.
Evive meets those demands through its

gr;;, servicing an established client base. Evive unigue vending experience. During the one
Stafion distributors have the unique minute it takes to sanitize and refill the
opportunity to dialin on one of three revenue bottle with clean, flavored water of choice,
Heart sharing tiers (25%, 50%, 75%) based on a each Evive user can get his or her green
79% ane-time upfront investment, score card showing daily water intake, cost
Evive's unique vending model has no savings, landfill savings aﬁd mare. They can
Lungs renccurring product cost or cash collection even take surveys or play interactive
90% and the service cycle is 1/10 of traditional games.
vending — (an average of only 7 service calls
ler per year) delivering a 59.5% network up-time,
86% Best of all, Evive offers a real-time service The Growing Trend in s
dashboard with distributor alerts, member Flavored Water Sales
Kidneys manitaring and survey options — making
83% Evive Station a proven game changer.

Projected to more than doublel 2 BILLION
511 BILLION 2019
2012

Visit Evive Station today at www.evivestation.com for more information and to

cSVIVe

STATIC determine if Evive Station is right for your market.

Sources: 1 Harvard School of Public Health, Healthy Beverage Guideline 2 Flavored and Functional Water Market Share and Size by 2018 3 Ecowatch



Frustrated with Long Lead Times?

Ace, American Lock,
Baton, ESD, Fort, GEM,
Greenwald Camlock
Systems, Master
and Even Abloy.

s N\

Distributor and OEM inquiries welcome!
Ph: 951-277-5180

LOC K. MERICA: Fax 9512775170
The Definitive Word in Locks  Sales@laigroup.com
800-422-2866

9168 Stellar Court
Corona, CA 92883
www.laigroup.com

!7 800-888-BREW

CafejoWholesale.com

RIFANIATION

Building Healthier Families, Naturally

F,._—r—"“-—-—'!

I"Bﬂ/\lm

T pasrt busier crachens

GROUND-LEVEL LOADING
FULL AIR SUSPENSION

ic-tow

Trailers

No dangerous ramps. No dlfflcult tll’t beds e
Super smooth ride. Adjusts for your load weight.

Rock Line Products Inc. 2 Locations to serve you better - La @, California / Wapakoneta, Ohio

Learn more at www.AirTow.com or 800 479-7975
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Conclusion

There are five factors really pull-
ing at today’s vending operation.
Those factors are: rising product
costs from manufacturers; technol-
ogy adoption in operations manage-
ment and at the vending machine;
regulations that changed the face of
school vending; changing consumer
preferences; and, most importantly,
taking advantage of new product
and service opportunities.

Many of the operators experienc-
ing a lift in revenues are managing
to balance the change in product
variety needed by schools and chang-
ing consumer preferences as well as
benefiting from adding VMS, remote
monitoring and additional credit and
debit card readers, which also take
mobile payments. They are looking at

STATE OF THE INDUSTRY

CHART 16B: FOOD MACHINE SALES, 5-YEAR REVIEW % OF SALES

Type 2010 2011 2012 2013 2014
Freshly-prepared 23.76% 27.40% 29.32% 29.7%
Frozen-prepared 54.56 55.27 44.76 41.6
Shelf stable 13.79 15.6 15.91 21.0
Other* 7.87 1.6 10.26 7.7

* Non-food items in food machines

CHART 16C: VEND FOOD PRICES, 5-YEAR REVIEW

Type 2010 2011 2012 2013 2014
Freshly-prepared  $2.35 $2.40 $2.40 $2.26
Frozen-prepared 2.27 2.30 2.35 $2.21
Shelf stable 1.95 2.00 2.00 $1.86

services outside the typical, whether
that is micro markets, becoming a
wholesaler for the consumer or offer-
ing their repair services for hire. It’s
this ability to adapt and give the loca-
tions what they need and want that
will help grow the vending industry
in the future. The core concept of

automated retail is as strong as it
has ever been and with the economy
promising to strengthen further,
operators will be able to take advan-
tage of the changing times. There will
always be challenges, but keeping up
with them and adapting is what will
drive the industry forward. |

Marketplace

MAIL AD COPY TO: Automatic Merchandiser,
Attn: Michelle Scherer, P.0. Box 803, Fort Atkinson, Wl 53538-0803
Inquiries to Michelle Scherer: Toll Free: 800-547-7377 x1314 o E-mail: Michelle.Scherer@VendingMarketWatch.com

800-558-8363 x24
704-921-2212 x24
704-921-2797 Fax

Bob Loparco
President

CHOICE EQUIPMENT SALES, INC.

Distributors of Quality Vending Machines

2701-M Hutchison McDonald Road
Charlotte, NC 28269
www.choiceequipment.com
email: choicequip@aol.com

Aker Service Co

Coin & Currency Counters
New & Used
Reconditioned Brandt

& Cummins in Stock
Parts and Service for
Most Brands & Models

(859) 225-8244
Lexington, KY
www.cashhandlingsolutions.com
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AGS SINCE 1908

QUALITY MONEY B

www.alabamabag.com FAX: 256-362-1801
P. 0. BOX 576 TALLADEGA, ALABAMA 35161

rorerree 1-800-888-4921

ATNIP CO,INC.

OVER 50 YEARS OF WRITING THE ORDER Est.1962

Premiewartners
Sales & Marketing

1414 W. Commonwealth Ave.
Fullerton, CA 92833

atnipco.com
premierbrokerpartners.com

Larry Atnip

Office (800) 660-2864
Cell (714) 747-5930
larryatnip@atnipco.com

Proven Relationships. National Coverage.

Saverino & Associates, Inc. mm

Jennifer Saverino
Executive Vice President

Ph 630-868-2624
Cell 312-203-8363

538 Randy Road

Carol Stream, IL 60188-2122
800-242-6036 Jennifer@TeamSaverino.com
Fax 630-653-2390 www.TeamSaverino.com

Sales & Marketing Specialists

Vending
Partnership
Program

Lead Generation and Appointment
Setting for Operators, Distributors, and
Manufacturers in the Vending Industry

| L

a-f Let us make the
=

COLD call and
send you the

HOT leads!

Your salespeople can focus

their valuable time and energy
on closing sales and acquiring
new customers for your vending
business—rather than sifting
through hundreds of cold calls
to find a few prospects who
might need your company’s
products and services.

NuAge

MARKETING SOLUTIONS, LLC

P. 0. Box 85
Rockwell City, IA 50579
debjudas@iowatelecom.net

(800) 684-0393
W agertg com
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The Over-Under Combination

Snack & Cold Drink Merchandiser

Hottest selling combo on the
market today!!

On Sale Now
Vending Machine Sales
888.401.8363 ¢ 800.313.1821
www.vendingpriceline.com

3M™ Water Filtration Products
for Office Coffee, Water and Vending

1-866-990-9785

www.3MFoodservice.com

BY ADVERTISING IN
AUTOMATIC MERCHANDISER

CONTACT Michelle Scherer FOR MORE INFORMATION:
1-800-547-7377 x1314 » Michelle.Scherer @ VendingMarketWatch.com
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VENDING TRUCKS & BODIES

Hackney Vend Bodies (refurbished)
Micro-Market Bodies
Pro Vend Bodies (new)

Options and Accessories Include:
Adjustable Aluminum Shelving Packages,
Safes, Freezers, and Coolers

All sales FOB Greenville, SC. Nationwide delivery available.

Tony Cox | 864-616-7300 | specialtyltrux@gmail.com
Serving the Vending Industry Since 1960

THINKING
OF SELLING?

Call us first.

Over 55 Years of Combined Industry Experience

Jerry: 516 621 7159 | Stan: 914 921 6341

Q]S Business Services, LLC

M&A and Consulting for Vending and OCS Business

www.]JSBusiness-Services.com

Q) YERTEX
800-627-2146

Montclair, California
(909) 626-2100

fax (909) 626-3535
info@VertexWater.com

feWatercoolers"

Point of Use
Dispensers

2 & 3 Temperature

Floor Standing
=3 & CounterTop

2 Filtration Options

A Full Range of Models at Affordable Prices - visit our website for more info

www.VertexWater.com

Call now
for a
FREE TRIAL
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Lott puts an emphasis on customer service.

By Adrienne Zimmer, Managing Editor

Lott takes ownership of his routes and even creates a
detailed spreadsheet on how to service each account.

DEAN I.UTT surpasses the

standard definition of a traditional
route driver. In fact, Lott, a route
driver for Five Star Food Service,
does everything that is required of
him and more.

For Five Star Food Service,

Lott constantly looks for ways to
improve the business such as help-
ing to cut back on stales and increas-
ing safety improvements.

For his locations, Lott puts an
emphasis on customer service by
making a point to get to know each
location’s staff and cater to his cli-
ents’ requests.

“Dean knows that he is in
the service industry,” said Cathy
Hamby, district manager at Five Star
Food Service-Oxford, AL branch.
“He not only makes a point to know
the contact person, plant manager
and the people at his locations, but
he takes ownership and pride in
his route.” Lott’s dedication to his
company and his clients has made
him the 2015 Second Quarter Route
Driver of the Year Winner.

Part of the team

Lott sets the bar high for others at
Five Star. He makes up his own
route book to keep up with his
schedules. In addition, he puts all
of his stops on an Excel form and
keeps detailed notes about each
account and how they should be

2015 ROUTE DRIVER OF THE YEAR QUARTERLY WINNER

Dean Lott

Five Star Food Service, Oxford, AL

“His motto is, ‘How can

I make your day better

handled. Lott continuously looks
for ways in which he can increase
safety improvements for himself,
the company and other drivers. He
also pays attention to stales. “He
probably saves the company about
$3,000 a year with the suggestions
he makes,” said Hamby, his boss
and nominator of this award.

He knows customer service
Besides being a star employee for his
company, Lott also works hard at
being someone locations can count
on. “He just has great customer
skills and knows the business,”
Hamby reiterated. “Dean knows
what the term “customer service” is
all about.”

Lott gives his contact people
his cell phone number so they can
reach him in an instant instead of
having to go through the company.
Although, sometimes they feel so
strongly about the hard work Lott
does that they contact Five Star any-
way. “We receive emails and thank
you letters about Dean all the time,”
said Hamby. “He is part of the
customer’s team as well as ours.”
In fact, many of Lott’s clients invite
him to their company functions.
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Say it with a smile

Above all else, Lott takes pride in
his work. He makes sure that his
customers know him; he keeps

his machines clean and takes each
complaint seriously. Not only that,
but he addresses each concern in a
positive way. “His motto is, ‘How
can I make your day better?”” said
Hamby. “Dean always comes to
work with a smile. He cares about
his company and his customers.” | <

Presented by

Mondelez,

Route Driver of the Year quar-
terly winners are awarded $250
and will be entrants for the final
Route Driver of the Year award
presented at the NAMA One-
Show in April 2016. Nominees
are given a score based on expe-
rience, miles traveled, customer
satisfaction and nominator com-
ments. The award is sponsored
by Mondelez International and
Automatic Merchandiser.
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Nominate your favorite route driver for Automatic Merchandiser's 12th

Annual Route Driver of the Year Awards and a chance to win a trip to the
2016 NAMA OneShow in Chicago.

He or she could be the lucky winner of one of four quarterly cash prizes, or the
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SOLUTIONS

1-855-202-3913 o’ ondelez

International e
fs-snacks-desserts.com

Sign up online for Snack & Dessert Solutions, a free
program designed to help build your business.



BREAKFAST

‘belvita
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ON TREND.

NTRODUCING A NEW WAY TO
SERVE UP NUTRITIOUS ENERGY. st | S @ B

With wholesome whole grains, rolled oats and more, belVita makes it >
18552023013 JMondelez,
fs-snacks-desserts.com

is extremely important when selecting a snack.! Sign up online for Snack & Dessert Solutions, a free
program designed to help build your business.

SOLUTIONS

easier than ever to satisfy the 60% of consumers who say portability e ictionc

1. Technomic, The Snacking Occasion Consumer Trend Report, 2014 ©Mondeléz International group



	AUTM_1
	AUTM_2
	AUTM_3
	AUTM_4
	AUTM_5
	AUTM_6
	AUTM_7
	AUTM_8
	AUTM_9
	AUTM_10
	AUTM_11
	AUTM_12
	AUTM_13
	AUTM_14
	AUTM_15
	AUTM_16
	AUTM_17
	AUTM_18
	AUTM_19
	AUTM_20
	AUTM_21
	AUTM_22
	AUTM_23
	AUTM_24
	AUTM_25
	AUTM_26
	AUTM_27
	AUTM_28
	AUTM_29
	AUTM_30
	AUTM_31
	AUTM_32
	AUTM_33
	AUTM_34
	AUTM_35
	AUTM_36
	AUTM_37
	AUTM_38
	AUTM_39
	AUTM_40
	AUTM_41
	AUTM_42
	AUTM_43
	AUTM_44

