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Strategic issues
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= Supply Chains

» Inflation

* WASHINGTON DC
= POLITICIANS

= Regulators

= State and Local Governments
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Strategic issues

The Future of Fuel
as transportation norms change

Operating Costs
DSOE continues to escalate,
especially swipe fe!

The Search for Talent
Where are we going to find
people to work in our stores?

Delivery

How do we compete...how
do we utilize? Business

modemake seqse?
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Regulatory Targets
tobacco, sugar, salt, alcohol



Strategic issues: The future of fuel
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Determining the future
Proactive seat at the table...VERSUS BEING ON THE MENU !

Fighting for fuel and the channel
Against Federal legislation, regulations, and mandates

A very large coalition

over 100 regional and state associations!

NACS



Fuel Economics Made 2022 a Banner Year

« 2022: A fourth consecutive year of strong profits
- Moderate volume declines and huge margins drove fuel gross profit

- Although impacted by inflation, the inside business delivered strong results,
led by foodservice

- Inside transaction counts grew marginally, an amazing result in the face of
record gas prices and inflation

 But...

- Operating expenses are changing the convenience financial model

- Labor, Supply Chain, EVs, Last Mile and Foodservice remain
challenging and full of opportunity

NACS
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EIA Forecasted Marginal Short-Term Growth in
Fuel Consumption and Some Price Improvement

$3.30/Gal. $3.10/Gal.

$4.20/Gal. $3.70/Gal.
3.91M

2021 2022 2023 2024
Gasoline M Diesel

Source: U.S. Energy Information Administration N ACS
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Higher Fuel Prices Resulted in More Pump
Transactions, but Fewer Gallons per Stop

Pump Transaction Counts
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Inside Transaction Counts Surpassed 2021
and Approached 2019 Levels

Inside Transaction Counts
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Basket Value Growth Slowed as Transaction

Counts Increase
Basket Value
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Revenue Growth Boomed On the Forecourt

In-Store Sales Performance Impacted by Inflationary Environment

Per Store/Per Month 2021 2022 % Chag.
Total All Sales $616,935 $781,143 26.6%
Fuel Sales $440,514 $593,599 34.8%
Fuel Gallons 145178 144,728 (0.3)%
Average Selling Price $3.03 $4.02 32.5%
In-Store $204,391 $220,491 7.9%
Foodservice $49,408 $56,491 14.3%
Merchandise $155,279 $164,234 5.8%
Mdse Less Cigarettes $104,903 $114,458 9.1%
Cigarettes $44,263 $43195 (3.2)%
Total Transactions 38,246 39,922 4.4%

Source: CSX Time Period Difference 12 mos. ended 2021 vs 2022 N ACS
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Margin Growth Generated Huge Fuel GP$ Gains

Foodservice GP Growth Underperformed Foodservice Sales Growth

Per Store/Per Month 2021 2022 % Chg.
Total Gross Profit $127,916 $149,410 16.8%
Fuel $51,488 $65,016 26.3%
Pool Margin (cpg) 35.47 44.05 24.2%
Margin - CC Fees 28.41 35.64 25.5%
In-Store $72,094 $80,427 11.6%
- Foodservice  $26840  $29174  87%
Merchandise $45,411 $51,373 13.1%
Mdse Less Cigarettes $38,451 $44,089 14.7%
Cigarettes $6,356 $6,234 (1.9%
Other Income $7,736 $7,735 0.0%

Source: CSX Time Period Difference 12 mos. ended 2021 vs 2022 NACS
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The Top Ten U.S. In-Store Categories Delivered
Impressive Revenue Growth, Fueled By Pricing

Cigarettes

$43195
(3.2)%

Sales
Sales % Chg

Candy
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$7,914
15.19%

Sales
Sales % Chg

Pkg. Beverage Beer OTP
. |
‘ -.
$37,496 $18,063 $17,436
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$3,802 $44,878 $6,147
9.1% 13.8% (0.4)%

Source: CSX Time Period Difference 12 mos. ended 20271 vs 2022
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Salty Snacks

$8,972
14.3%

Cold Di;p. Bev.

$5,350
13.7%
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U.S. Gross Profit Growth Outpaced Sales Growth in

Virtually Every Merchandise Category

Pkg. Bev Cigarettes Candy
: ok
GM % 42.86% 1514% 28.90% 51.59%
Gross Profit $16,482 $6,243 $5,054 $4,103
GP %. Chg. 12.9% (1.9% 10.2% 18.0%
Milk Prepared Food Hot Dispensed
@ " . ‘ .‘(
< g §
-
GM % 21.52% 23.93% 55.35% 66.92%
Gross Profit $3,632 $1,120 $24,842 $4113
GP %. Chag. 6.3% 3.4% 9.0% 1.2%

Source: CSX Time Period Difference 12 mos. ended 20271 vs 2022
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Salty Snacks

37.97%
$3,747
17.3%

Cold Dispensed

54.77%

$2,930
12.0%
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2022 Is the Third Consecutive Year of
Double-Digit Growth in DSOE

Per Store/Per Month 2021 2022 % Chg
Wages & Benefits 540,297 $46,980 14.1%
Card Fees $9,589 $12,236 27.6%
Utilities $3,755 54,357 16.0%
Repairs & Maintenance S5,271 S5,692 13.7%

Total DSOE $72,046 $79,689 14.3%
Facility Expense S16,6111 $18,082 13.2%
Total DSOE & Facility Expense $88,657 $98,491 11.1%

A Inside GP: + $8,333(11.6%)

ADSOE +510,302(14.3%)

Source: CSX Time Period Difference 12 mos. ended 20271 vs 2022

NACS
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Average Monthly DSOE Expense Has Grown Over
30% Since January 2020

0% Direct Store Operating Expense Growth 132{ Index
140% January 2020=100 Jan °20=100
Card Fees:
130% +45.5%
Jan ‘20 vs December ‘22
120%
110% Wages & Benefits:
100% +37.9%
Jan ‘20 vs December 22
90%
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Source: CSX Over Time 2019-2022 NAC S
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Looking Forward

It’s hard to predict a better year for fuel performance in 2023
- Expect continued decline in volumes
- Are 35+ CPG margins the new normal?
- Supply: Russia, OPEC+, Strategic Reserves
The inside business will face strong headwinds
- Demand inelasticity has a breaking point will we reach it in 20237
= This is much more likely if unemployment increases

- ‘23 will be a telling year for foodservice, specifically getting margins back in line

Expense control will be priority number one in 2023
- An increase in unemployment may help to curb personnel expenses
- Decrease in average fuel price may ease card fees

Labor

- Opportunities for recruiting are looking better in 2023, take advantage of
others’ skepticism

- A small dose of rising unemployment will bring good candidates to your NACS.
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Political Outlook and
NACS Government
Relations Priorities




GR Focus areas

= Advocating for Swipe Fee Legislation

» | evel Playing Field for EV Charging Top Priority
» Defending Liquid Motor Fuels

= Advocating for C-stores in SNAP
= Attacking Channel Discrimination

= | abor - The Big Issue

NACS
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The Future of Mobility



engadget

Products Revi Gaming Gear Entertainment Tomorrow Deals Buying Guides Video Podcasts

EVs made up 65 percent of car sales in Norway
last year

Last year, they accounted for 54 percent of sales.

1. Bonifacic
@igorbonifacic
January 3rd, 2022

B f ¥

In this article: electric
vehicle, news, gear, Tesla,
Norway, EV, transportation,
climate change

Engadget

Electric vehicles accounted for nearly two-thirds of all new car sales in Norway
this past year, according to newly published data from the country’s Road
Federation. In 2021, Norwegian dealerships sold 176,276 cars, 65 percent of
which were EVs. That’s an 11 percentage point increase from the year prior
when they accounted for 54 percent of all new car sales.

The Tesla Model 3 was the most popular choice among new buyers followed by
Toyota’s hybrid RAV4, the only car with an internal combustion engine to make
the country’s top-ten best-selling list. Other notable cars to make the list

Norway is one of the world's coldest countries and this makes it one of the least
suitable for battery electric vehicles. However, in spite of this, the affluent northern
European has beaten the odds to a point today when EVs are outselling ICE
passenger vehicles. And your friends might give you strange looks if you buy a new
ICE car today and not go electric like most of them.

It's all thanks to the country’s excellent charging network, that enables EV drivers to
drive to most points of interest in the country. Norway is not only cold, but also
mountainous, there are places in the north of the country where temperatures are low
throughout the year and the more polar part is mostly uninhabited territory, not the
place to suffer from range anxiety or run out of juice...

Finland

Estonia

According to electromaps.com, there are currently 2,744 charging stations that have a
total of 7,233 separate connectors in Norway. That puts it above Portugal and below
Switzerland and way below the Netherlands where there are a total of 58,380 stations
with a total of 110,834 connectors, according to the same site.

But Norway is nowhere near as populous as the Netherlands (5.4 million versus 17.4
million) and it has another area where it is superior to pretty much any other country:
the source of the electricity, 98 percent of which comes from renewable sources and
that puts it in a very unique position.

Then there are also the generous government incentives and Norwegians desire to be
ahead of the curve that have surely contributed, as is explained in this video posted
on the Fifth Gear YouTube channel.



Barriers to EV Adoption

Electric grid

Charging infrastructure

- Charging speed

- Charger access

- Charging costs

- Charging variances (lack of standards)

EV availability | affordability
EV performance
GOVERNMENT | BUREAUCRATIC INTERFERENCE

...but wait, there’s morel!!!

NACS
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Broken Charging Stations Could Be Stalling the EV Movement

Range anxiety is bad enough. But even when they find a station, drivers often have to deal with broken equipment.

PROTOGRAPH: GETTY INAGES
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but

Electric-car charging { are ing more
there's still one huge problem: Tons of them don't work

....o o

HOME  NEWS  SHOWEIZ & TV SPORT  COMMENT  FINANCE | TRAVED
Electric car charging stations have major relisbity issues, a new

STYLE  DIETS  HEALTH GARDEM  TEC SROPERTY CARS (00 studyfound
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Most electric car charging
stations are 'unsafe' as drivers

| o
Drivers should fill fuel tanks to the brim or
risk costly damage

5 (M) ". Simple gear-changing
- - | technique may help

NA



Wrapping Up




Four Key Focus Areas for the Future

NACS
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Michael Davis

Vice President, Member Services
mdavis@convenience.orqg
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