WELCOME TO THE
ALKO SUPPLIER EVENT

31.10.2018
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AGENDA

* FINNISH ALCOHOL MARKET AND ALKO'S STRATEGY
10:30 - 10:45 BREAK

* RESPONSIBLE PURCHASING

* ASSORTMENT STRATEGY

12:00 - 13:00 LUNCH

* PURCHASING PROCESS AND PRODUCT SELECTION
* ALKO’S QUALITY CONTROL PROGRAM

« ASSORTMENT MANAGEMENT

15:00 - 15:30 AFTERNOON COFFEE

* ROUND TABLE DISCUSSIONS




ALKO IN NUMBERS

Sales in litres

93.2

million litres

Customers

57 million

Personnel Stores 100%

2401 alcohol
R— 15.6

’ .’ ’ - o — .
of i j "ﬂ Taxable net sales million litres

it EUR 1,174 ’l‘lmm
ff H

million
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A FINN...

Enjoys alcohol approximately

5 8 9 times per month

Spends money on alcohol 64 2

€ per year

In which to Alko 299 :€

per year

Lives 5 y 2 kilometres
away form Alko
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VISION

ESTEEMED
BY CUSTOMERS
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AGENDA

FINNISH ALCOHOL MARKET AND ALKO'S STRATEGY
10:30 - 10:45 BREAK
RESPONSIBLE PURCHASING
ASSORTMENT STRATEGY
12:00 -13:00 LUNCH
PURCHASING PROCESS AND PRODUCT SELECTION
ALKO’S QUALITY CONTROL PROGRAM
ASSORTMENT MANAGEMENT
15:00 - 15:30 AFTERNOON COFFEE
ROUND TABLE DISCUSSIONS

ALKO OY
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COMMITMENT TO
INTERNATIONAL AGREEMENTS

3 GOOD HEALTH QUALITY GENDER
AND WELL-BEING EDUCATION EQUALITY

1 NO
POVERTY

PRINCIPLE 10 PRINCIPLE 1 0 5 .

Businesses should support and respect the protection
of internationally proclaimed human rights,
within the scope of their influence

Businesses should work against corruption in all its forms,
including extortion and bribery

DECENT WORK AND 1 REDUCED
PRINCIPLE 2 ECONOMIC GROWTH INEQUALITIES

PRINCIPLE 9

Businesses should make sure
that they are not complicit in human

Businesses should encourage N
WPTIO rights abuses

the development and diffusion R
: 1 O

of environmentally friendly vx\'\\

technologies

13 cuwre 14 i 16 P ssnee 17 Pncesivs
AGTION BELOW WATER ANDSTRONG FORTHE GOALS &
i SUSTAINABLE

v

o
PRINCIPLE 3 z
Businesses should uphold »

the freedom of association
and the effective recognition
of the right to collective
bargaining

DEVELOPMENT

GALS

PRINCIPLE 8

Businesses should
undertake initiatives
to promote greater
environmental responsibility

UM Guiding Principles

PRINCIPLE 7 PRINCIPLE 4 on Business and Human Rights

Businesses should uphold
the elimination of all forms
of forced and compulsory labour

Businesses should support
a precautionary approach
to environmental challenges

PRINCIPLE 6

Businesses should uphold the elimination of discrimination
in respect of employment and occupation

Businesses should uphold the abolition of child labour

L A

Human Rights Due Diligence
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DUE DILIGENCE PROCESS BASED ON UN
GUIDING PRINCIPLES FOR COMPANIES

ALKO OY

AND HUMAN RIGHTS

4.) #nofilter -

1.) Indentificiation and
communlcatlon

evaluation of the

o P to stakeho{ders A4 By Gt r|sks I
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- . \\ ‘b (AS |
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2. ) F ,-‘_,entlon of ri%ks '
‘together with-
suppliers and other
relevant
stakeholders

- = - &
. - aeadh O ,‘;.-.3\3
;""' e < X 9 l'ﬁ;' e .q;"'ix{\,‘(;“f I '}-
“3) Mitigating the | o
harms caused =~

to people
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ALKO OY

amfori ()

Trade with purpose

amfori BSCI Approach

amfori BSCI Principles

Risk Assessment Tools

Code Observance

Our enterprise is obliged to protect workers' rights
as mandated by the law and the amfori BSCI Code.

Workers’ Involvement and
Protection

Our enterprise keeps workers informed about their
rights and responsibilities.

Supply Chain Management and
Cascade Effect

Our enterprise uses the amfori BSCI Principles to
influence other business partners.

Grievance Mechanism

Our enterprise provides a system to collect
complaints and suggestions from employees.

i

3
Y
=
;

The Rights of Freedom of
Association and Collective
Bargaining

Our enterprise respects the right of workers to

form unions or other kinds of workers' associations
and to engage in collective bargaining.

Fair remuneration

Our enterprise respects the right of workers to
receive fair remuneration

Occupational health and safety

Our enterprise ensures a healthy and safe
working environment, assessing risk and taking all
necessary measures to eliminate or reduce it.

Special protection for
young workers

Our enterprise provides special protection to any
workers that are not yet adults.

No bonded labour

Our enterprise does not engage in any form of
forced servitude, trafficked or non-voluntary
labour.

Ethical business behaviour

Our enterprise does not tolerate any acts of
corruption, extortion, embezzlement or bribery.

No discrimination

QOur enterprise provides equal opportunities and
does not discriminate against workers.

Decent working hours

Qur enterprise observes the law regarding hours of
work.

No child labour

Qur enterprise does not hire any worker below the
legal minimum age

No precarious employment

Qur enterprise hires workers on the basis of
documented contracts according to the law.

Protection of the environment

Our enterprise takes the necessary measures to
avoid environmental degradation.

http://www.amfori.org/



http://www.amfori.org/
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SOCIAL RESPONSIBILITY
IN ALKO SUPPLY CHAIN

1ST TIER 2ND TIER

t"?‘ SUB-SUPPLIER
SUPPLIER PRODUCER

kv i‘ SUB-SUPPLIER

v

iv. SUB-SUPPLIER
L 7.

SUB-SUPPLIER
k,/m‘

PURCHASING CONTRACT
» Commitment to ethical principles

* (Cascading effectively SCOPE OF THE CONTRACT
* Transparency all the way
* Continuous improvement

SUB-SUPPLIER
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CAPACITY BUILDING

PROTECT RESPECT REMEDY
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CAPACITY BUILDING STRATEGY

» Available for all levels
(beginners, advanced etc.)
* Available online and
face-to-face
* We highly recommend to
prepare a capacity building
plan for your key resources,
short term-long term, to
secure your know-how

Available online:
* By amfori Academy
* By Stronger Together
* By Alko

{

== Available face-to-face:
* By amfori

* |taly

Chile

* Spain

South Africa
Argentina

Rum producers

* By Stronger Together
* South Africa

« By NAM
* South Africa

* Rum producers
* By Alko
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MONITORING STRATEGY

amfori Code of Conduct X X
(signature of supplier)

E-learning X X

Supply Chain Information X X

Self-Assessment
Producer X X

Producer visit-
Buyer’s checklist X X

Pre Qualification
Assessement (POA) X X

amfori X X
Full Audit/Follow-up Audit

X = fixed requirement, x = used based on Due Diligence process
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NAM SOCIAL STRATEGY

AMEBITION
Fully transparent and compliant supply
chains to ensure decent work for all

Capacity . .
Building _Due Monitored Communi- . Amfori
& cascade Diligence Supply T influencer
effect I I Chain I I
Goals & KPls

]

@Y

Society,
Media,
NGOs

&b

Producers

&>

Suppliers

ol

Workers
& Unions
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ENVIRONMENT

Ry

e f:vf =
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PACKAGING ACTIVITIES IN 2018

v

® Update to the wine packaging Life Cycle
Analysis from 2010: update, climate impact
calculation & recommendations B i

Supplier presentations, seminars and/or /N /N
workshops on packaging (all) ‘ L. L. L. L.

-
. . L] — . L

Customer centric activities: customer perception — - — | ‘ -
studies about different materials (e.g. glass vs. 675 925 245 96 85 70
PET plastic; Vinmonopolet, AVTR and Alko),

communications on company websites, social €O, g/l

medla and Stores Gaia Consulting Oy calculated an average carbon footprint for packaging based on sales volume of wine

in 2017, and the national greenhouse gas factors of Argentina, Australia, California, Chile, France,
Germany, ltaly, New Zealand, Portugal, South Africa, and Spain.

Product searches where environmental
packaging innovation is emphasized

- Direction towards lighter, easily recyclable
and recycled packaging materials
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& VINELE

[@ 2 wonoroLeT @
NAM ENVIRONMENTAL STRATEGY

AMBITION

Fully transparent and envireonmentally

ALKO OY

sustainable supply chains to benefit the environment and inspire people

Cultivation
Water practices &
biediversity
Risk management

Energy &
emissions

Packaging

&

Producers

o>

Suppliers

&

Experts &
research

Gl

Society,

Media,
NGOs
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STRATEGY IMPLEMENTATION:
NORDIC ALCOHOL MONOPOLIES

ENVIRONMENTAL FOCUS YEARS
v

® We focus on a single source of environmental impacts per year
* Packaging - focus in 2018
* Energy consumption and emissions —focus in 2019
* Water consumption — focus in 2020
* Biodiversity and cultivation practices - focus in 2021

¢ Similar way of working each year
* Shared messages, engaging suppliers, exploring innovations, utilizing industry
know-how and expertise
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SUSTAINABLE LOGISTICS

Logistics: Internal

Recycling Partners

Alko
warehouse
Alko.fi
warehouse |

——

Raw
materials

n
2
—
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Customers
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c
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Packaging

Pick-up-
Points

|

Logistics: External
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WHAT’S AHEAD 2019-2020?

v

SOCIAL
Alko will offer support to capacity building in all levels of the supply chain.

...pilot soft audit protocol to allow more agile follow-up

...include gender equality as one of the focus areas in sustainability

...conduct together with NAM a benchmarking study on social sertifications

...develope international sustainability standard with other stakeholder

...establish a stand concerning living wage in the supply chains

ENVIRONMENTAL

...follow the annual focus area strategy in development work

...build up more holistic approach to environmental challenges

...focuse more on other product groups than wines

ADVOCACY
TRANSPARENCY AND TRACEABILITY
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VISION 2020
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AGENDA

FINNISH ALCOHOL MARKET AND ALKO'S STRATEGY
10:30 - 10:45 BREAK
RESPONSIBLE PURCHASING
ASSORTMENT STRATEGY
12:00 -13:00 LUNCH
PURCHASING PROCESS AND PRODUCT SELECTION
ALKO’S QUALITY CONTROL PROGRAM
ASSORTMENT MANAGEMENT
15:00 - 15:30 AFTERNOON COFFEE
ROUND TABLE DISCUSSIONS

ALKO OY
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PRODUCT PROCESS

S

' 11/76? /9%, (1%
Ll o
=0 = =

A s0

The whole world in

your glass! "."li 30‘.‘%‘ 2
Strategy Pu rcha.smg Prodlfct Quality Assortment
planning selection control management

Minna Alitalo Mika Kauppinen Mika Kauppinen Minna Alitalo Jussi Tan
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) Tytws ) Tt g S e
ASSORTMENT STRATEGY 2019-2021

Customer oriented Show the invisible
and responsible .
The whole world in
your glass!
Our superb-assortment
Impartial and will inspire and su rprise Clear roles for
non-discriminating you. product categories
Product safety and

Alko’s quality control

Efficient and agile progra m_ a.S d Top shape processes
assortment management competitive pshapep

advantage.
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CUSTOMER NEEDS AND RESPONSIBILITY ARE
THE FOUNDATION FOR OUR ASSORTMENT

v
e e el =1 B

* Customer based category tree in the heart of
customer orientated assortment

* All customer types fully noted and sufficient
assortment in each price point

* Responsibility taken into account in all selection
decisions and planning. PREMIUM

SUPER PREMIUM

WE WILL STRENGTHEN

* Increased customer involvement in assortment
development

* Artificial Intelligence supporting planning and
allocation

* Flexible purchase planning and quick response

* Experiencing the whole assortment in all stores
and online

MAINSTREAM

ENTRY
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ENHANCING AND HELPING WELLBEING -~ D )
IN THE SUPPLY CHAIN AND REDUCING
ENVIRONMENTAL IMPACTS

Product responsibility, traceability and quality control providing security to customer and competitor advantage for Alko!

SUPPLY CHAIN GOALS 2020 CONSUMER GOALS
* 100 % transparency and . Ena_bling sustainable
traceability ¢ choices
* Producers and sellers maintain pe * Product level _
the information S responsibility information
« Awareness of how selling ) only one click away for the
alcohol affects people and r consumer
environment L
O
2019 » Reducing environmental impact on
\/ our product packaging
* Collecting product level supply \B * Reducing plastic in accessories and
chain information g shopping bags
* Expanding green choice and ethical
selection
#5
« Developing a plan together 2018 + Wide selection of green and ethical
with suppliers ), products

9}
i (@) SUSTAINABLE ™ &™.
amfon @ BSCl 87 %/ DEVELOPMENT : CALS
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CLEAR ROLES FOR PRODUCT CATEGORIES

CUSTOMER EXPERIENCE IS
DRIVEN THROUHG THE FOUR
MAIN CATERORIES

Relevant and interesting segments enhanced

WE WILL MAINTAIN
* The strong focus on four main categories
and strategical subcategories:
* Wines - sparkling wines
» Spirits 2 whiskies
* Brewery drinks = special beers

* Non-alcohol products
WE WILL STRENGTHEN

* Responsibility and trend based
subcategory emphasis

STRONG

BEVERAGES
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Strate: Purchasing Product Quality Assortment
9 planning selection control management

PURCHASE PLANNING - BASIC PRINCIPALS

Role and operations defined in

Open, impartial and
the Alcohol Act and in a related

non-discriminating decree
Public guidelines and purchasing Role presumes non-
o~ terms. discrimination.

(e

State authority Valvira overseas

Customer and trend based Alko’s operations \’ Valvira
- L. National Supervisory Authority
planning Reports to European commission & for Welfare and Health
once ayear.

Impartial handling
and decision process
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ALKO'S CUSTOMER TYPES AT THE HEART OF
DEVELOPING CUSTOMER EXPERIENCE

SERIOUS CONNOISSEURS

CLASSIC ENTHUSIAST
o 12% of those aged 18+

. » A good overall picture of Finnish
TRADITIONAL = THE HAPPY MODERN alcohol users and understanding of
MEDIUM . .
the direction

27% of those agged 18+

» The customer types are based on a
survey conducted in August-
CREATIVE INNOVATOR November 2017

13% of those aged 18+

* Ethnographic (Gemic) and
guantitative section (Dagmar
Drive), N: 2115.

SOCIAL PLEASURE-

SEEKERS e Customer types as a basis for
19% of those aged .
18+ purchase planning.
TRADITIOMAL
CONSUMERS

» Product-specific purchasing
behavior studies are in progress
and will be presented wider after
the summer

29% of those aged
18+

NON-CONNOISSEURS
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TRENDS

TREN HEALTH ~"2\ RESPONSIBILITY
1 .”) AND WELLBEING 2 . ) AND TRANSPARENCY ErHICAL
. - LIGHT
VEGAN WEIGHT

BOTTLES

(+42 %)

(+7 %)
INGRE-
DIENTS &
SMALL TRACE- CALORIES
PACKAGES BILITY
(+6 %)
2“2\ ENTHUSIASM AND . 2\ AUTHENTICITY
3 . ) EVERYDAY LUXURY . . ) AND CRAFTMANSHIP
CLASSICAL
WHITE STYLES EMERGING
WINE
WINE SEARCHING COUNTRIES N’:,;‘,{,';?L
FEELINGS (+970%)

AUTHENTI-
City




33 31.10.2018

AGENDA

FINNISH ALCOHOL MARKET AND ALKO'S STRATEGY
10:30 - 10:45 BREAK

RESPONSIBLE PURCHASING

ASSORTMENT STRATEGY
12:00 - 13:00 LUNCH

PURCHASING PROCESS AND PRODUCT SELECTION
13:45 -14:00 BREAK

ALKO’S QUALITY CONTROL PROGRAM

ASSORTMENT MANAGEMENT
15:00 - 15:30 AFTERNOON COFFEE

ROUND TABLE DISCUSSIONS

ALKO OY
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SATISFACTION FOR SELECTION
IS ALL TIME HIGH - TARGET TO GO HIGHER

Graded from 4-10 (Sept. 2018)

9

8,8
—e 8,70
8,6 / 8,64

’ C—= — =

/ ........ E 8,51

8,4
8,2 o 817
° 7,96

7,8

7,6
Spring 2015 Autumn 2015 Spring 2016 Autumn 2016 Spring 2017 Autumn 2017 Spring 2018 Autumn 2018

—e— TOTAL SELECTION —e— BEERS =@ WINES SPIRITS NON ALCOHOL  —e= ACCESSORIES
TREND OF TOTAL

SELECTION
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DIFFERENT OPPORTUNITIES FOR PARTNERS
SELECTION TYPE ROLES

* The base of the selection and ensures customer satisfaction.
General Selection * Tenders published every 6 months, novelties to selection weekly.
* Longer lifecycle and major trends.

 Answers to seasonal demand (summer, Christmas, Easter, etc.) and
| | established trends.

e Tenders are published on need basis.

« Seasonal lifecycle, transferring to general selection possible.

| * Enrich Alko’s selection and promote responsible drinking culture.
Answers to rising trends.
* |nteresting monthly themes, a few products per theme.
 Tenders published three times a year.
» Lifecycle as specialty is fixed, transferring to general selection possible.

* Free for suppliers to list products.
 Supplements other selections and replies to trends. Transferring to
general selection possible.
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PLANNING MODEL EVOLUTION

Diamond
Model
- 2010

Customer based

Double

Diamond
2011-2015

Category focused
Dynamic assortment
allocation

Customer feedback
process

ALKO OY

Strat Purchase Product Quality Assortment
rategy planning selection control management

Double
Diamond

Plus
2016-

Strategy input

Instant customer
feedback process
Additional tenders -
quicker trend response
Total selection
approach
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DOUBLE DIAMOND+ MODEL

PLANNING
TENDERS

PICTURE

ALKO OY

Strat Purchase Product Quality Assortment
rategy planning selection control management

Additional
monthly tenders
based on
customer
feedback

@ e

Discover—2> Define Develop—>Deliver

e Strategy & category
guidelines

Purchase plan for general
selection

Guidelines for specialties
and seasonals

J

Y
2 months

Original model by British Design Council



ALKO OY

Strat Purchase Product Quality Assortment
rategy planning selection control management
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PURCHASING PROCESS

Feedbacks & hopes: Direct Surveys and
feedback studies

Analyses: Strategy Macro Category
environmennt

Planning: Subcategory Finding gaps Need insights Creating me'fk["g; e
Publishing plans: analyses tenders estimations

General selection 2 x year, Purchasing
Specialties 3 x year, plan
Seasonals on demand

Follow up:
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PLANNING MODEL TO BE DEVELOPED

New to be
developed
2019

« Agility & flexibility
Double Higher customer
Diamond 2016- involvement
2011-2015 * Open feedback
Model platform for

- 2010 suppliers

Al development

Diamond
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CATEGORY TREE: THE HEART OF
PLANNING AND ALLOCATION MODEL

A o DI 3
{ . FORTIFIED
,.}»

. ')
ERT
WINE
BAG-IN-BOX
& OTHER
L/

d
« Based on studied customer behavior

e 220 segments = needs
 Updated as needs and demand develops

RRRRRRR

STRONG

N  BEVERAGES
\;; ‘i‘ = ‘:“'o "
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Strat Purchase Product Quality Assortment
rategy planning selection control management

CREATING TENDER

v

Ennnuste 12kk
- . Arvioitu peitto | 120] Lit t
Target: To find the most suitable product S
MYKS 30 663
based on needs and current selection. Liat 2080 1
LV 150 428
Alkuperamaa = % ‘
30 000
Etela-Afrikka e ¢ T
- - [talia 60 000 ".
* Defining needs: — LT
40 000 . B
. Ranska )
* Following the category tree e
.
. . . Yheysvallat ..
* Customer types = purchasing criteria . 0e
[v] 50 100 150 200 250 300 350
e Occasions
| Valikoifd Litrat
i O Vaki 347 350 2,35 % 139478 104 609 622 821
° Secure addltlonal Value W vakio 344 346 -388% 120551 90413 538830
o Vakio 325 342 7.23% 96 839 72629 454 899
‘\_; Vakio 198 298 -1,94 % 74766 56 075 353679
L) . - L] ) Vakio 300 273 8,32 % 69 085 51814 351936
* Providing enough information for suppliers Z | vao o w asw ee s oo
5 Vakio 231 235 -0,58 % 57 884 43413 299 862
. : = Vako 2 21 iaa%  f2ies 02 266155
akio 13,44 %
o Evaluatlng VOlu me potentlal o3 tVakio 129 249 0.80% 45323 34742 252087
> Vakio 236 198 3163 % 52 436 39 327 250636
8‘ Vakio 69 96 527 % 19025 14 269 111 343
= - = Vakio 53 57 8,91 % 15453 11 590 78907
* Enable enough offers to provide choices G | v o » wwmw Tom s g
Tilaus 0 3 2211 % 158 119 796
Tilaus 0 0 -81,58 % 125 94 687
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Strat Purchase Product Quality Assortment
rategy planning selection control management

TENDER EXAMPLE

Wine W1810703 Germany White wine Dry 0,751 Max. 9,99 € Crispy & fruity or nuanced
bottle & structured

7 2019 1 [ Mainstream 15 000 ] 31th of 14thof [¢ So called blanc de noirs |
July Aug 2018 < Grape: spatburgunder or pinot
2018 noir

* Grape variety and vintage must
appear in the label

* Screw cap closure

* Alko Green choice symbol and
recycling system registration
will be advantageous

Clear additional value for the total selection and for German selection.
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v

* Products evaluated against the targeted
customer need, current selection and
other products in the tender

 Almost 1000 products chosen annually
from 9600 offers (580 tenders)

+ 1800 products from sale to order selection
 Sensory evaluation used
e Minimum 4 persons tasting the products
(scale 0-5 used, with 0,1 steps)
* Blind tasting in larger demand tenders
* Open tasting in smaller demand tenders




44  31.10.2018 ALKO OY

SENSORY EVALUATION PROCESS

BLIND TASTING OPEN TASTING

SEPARATED GRADES FOR: — One mutual grade given for quality
1) Quality and taste . and taste, and additional valuable
| 2) Additional valuable aspects o aspects

USED IN HIGH DEMAND TENDERS:
Wide+, Wide, Mainstream, and seasonal products

“__4—— -3 3 v".‘"'i>\- nd 1 i EY

For all other tenders

~~ WEIGHTS: wines spirits  brewery
ﬁ‘ 1) The taste & quality weight: 75 % 60 % 50 %

2) Other valuable aspects: 25 % 40 % 50 %

N « All seasonals 50/50

-
- -
-

-

—-—

q
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GRADING THE PRODUCT

v

* In the beginning of
the evaluation
product manager
gives a brief: Tender
criteria, targeted
consumers, current
selection and
competition group.

* The target is to find
the most suitable
product based on
needs and current
selection.

ALKO OY

MAIN STEPS IN GRADING
(EXAMPLE TASTE & QUALITY)

Purchasing limit

0 points = Product not align with tender criteria
Points given starting 2 > 0,1 steps
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Product selection video

@ Tuotteen tie valikoimaan English 2018 Y ~»

Katso myohemmin Jaa

PRODUCT SELECTION PROCESS

LISAA VIDEOITA

» o) 002/403

https://www.alko.fi/en/alko-inc/for-suppliers/listing-process-and-product-range/sensory-evaluation-and-additional-samples


https://www.alko.fi/en/alko-inc/for-suppliers/listing-process-and-product-range/sensory-evaluation-and-additional-samples
https://www.alko.fi/en/alko-inc/for-suppliers/listing-process-and-product-range/sensory-evaluation-and-additional-samples
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VALID PRODUCT INFORMATION IS CRUCIAL

v . ) ) . Product card example
Jean Biecher Réserve Riesling 2017

* Product come to selection 2-4 months 2
after the sensory evaluation CO0DDEOO |
* All products possible to purchase from
Alko.fi
« Omni channel availability given new e
Challenges for Val.id product information i:i:;er:z:kac.:muk:men_vmerpaarvnamen.pcv:.kkamen.kevvenmmevaatmcn.
* Very important that supplier maintain Aixoro :
- - - (Yo ey
the valid information. o T Simrsbe L
670 Jean Biecher & Fils Ui/
v 70.0 keal/100 m Vindirekt Fintand
NEW - supporting customer service
e Starting October the seller has an P us F:l. i AD DIIJ ::%N AL
. . g = ine € unique selling proposition
Pptlon to_prowde additional product > in 2 sentences — what additional Other relevant information
information to products values this product brings to possible to provide up to

* Through Partner Network assortment/segment. 500 characters.
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Strates Purchase Product Quality Assortment
9y planning selection control management

IMPORTANT TO REMEMBER

Alko aims higher in

w - - -
— selection satisfaction
/w : - enera
- Customer orientation Seneral ‘
© e e e e and co-operation . Many opportunities for
'~ Seasonal .
Selection suppliers
N
Specialties - Almost 600 tenders and
Category tree is the heart CE— sale-to-order
Selection
- Based on studied customer
behavior and needs Developing new purchase g ?
planning model - —
_____J S —> More and transparent s ! e
\ ] ~ Equal and thoro_ugh feedbacks, agility and Al it
J , product selection e

- Most suitable product based
on needs and current selection
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AGENDA

* FINNISH ALCOHOL MARKET AND ALKO'S STRATEGY
10:30 - 10:45 BREAK

* RESPONSIBLE PURCHASING

* ASSORTMENT STRATEGY

12:00 - 13:00 LUNCH

* PURCHASING PROCESS AND PRODUCT SELECTION
13:45 - 14:00 BREAK

* ALKO’S QUALITY CONTROL PROGRAM

e ASSORTMENT MANAGEMENT

15:00 - 15:30 AFTERNOON COFFEE

* ROUND TABLE DISCUSSIONS
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PRODUCT TASTING PANEL

ALKO TASTING PANEL CONSISTS OF 25 PEOPLE:

PRODUCT ‘ QUALITY CONTROL OTHER PRODUCT
MANAGERS PERSONNEL EXPERTS FROM SHOPS

AND HEAD OFFICE
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FOR NEW MEMBERS ENTERI
THE TASTING PANELIT IS REQUIRED TO

HAVE SUFFICIENT INFORMATION
ON ALL MAIN PRODUCT GROUPS

PASS THE PRODUCT
TASTING TEST

TRAIN THE POINT SCALE

AND ALKO PRODUCT SCORING
BEFORE BECOMING ENTITLED
TO SCORE TENDER SAMPLES




Y
TRAININGS FOR ALL THE PEOPLE IN ALKO’S TASTING
PANEL ARE CARRIED OUT ON MONTHLY BASIS

‘ TYPICALLY EACH TASTER SCORES BETWEEN
1000-2000 TENDER SAMPLES ANNUALLY
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PRODUCT QUALITY RESPONSIBILITIES

IMPORTERS AND MANUFACTURERS

Companies delivering beverages Import

directly to Alko shops: Alko’s warehouse service: outside EU:

products products Alko .product
Quality

responsibility

FINNISH ALCOHOL LAW:
“The manufacturer and importer of alcoholic beverages are responsible for the quality and composition of the alcoholic beverages

they consign for consumption and that the product and its labeling and other presentation comply with the legislation.”
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ALKO OY

PRODUCT QUALITY RESPONSIBILITIES

Companies delivering beverages

_ . Import
directly to Alko shops: Alko’s warehouse service: outside EU:
products products Alko .product

Quality
responsibility
Alko Quality Control Alcohol Control Laboratory (ACL)
* Sensory quality testing * Instrumental quality analysis
 Tender sample evaluation arrangements + Service also available to external customers

FINNISH ALCOHOL LAW:
“The manufacturer and importer of alcoholic beverages are responsible for the quality and composition of the alcoholic beverages
they consign for consumption and that the product and its labeling and other presentation comply with the legislation.”
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i Product >> Quality >> Assortment
selection control

ey T ) s D G > s
QUALITY CONTROL IN NUMBERS 2017

PRODUCT QUALITY CHECKS ACL-ANALYSES
800 1800 850 s
first delivery product change Products already
samples samples 1 7 O O in Alko selection
TENDER SAMPLES RECLAMATIONS
8 5 O O tender offers 7 quality deviation reclamation
to the importers
= 271 O0OQ sample bottles products delisted
due to bad quality
pur;ha.:,ed 5 5 OOO unsaleable
products products
-I 3 900 consumer
complaints
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ALKO OY

QUALITY CONTROL CHECKPOINTS

1.

TENDER SAMPLE
EVALUATION

* Only acceptable quality -products
may be purchased from tender
evaluation.

* No need for final package, but the
requirements stated in the tender
must be found from the package
sample.

* Video about sample evaluation
can be found from alko.fi —
supplier pages.

2.

FIRST DELIVERY
SAMPLE EVALUATION

Sample must come from the
first delivery batch to the shops.

Products characteristics must
identical to tender samples.

Also the package markings
must be correct before the sales
of the product can start.

3.

FOLLOW UP OF PRODUCTS
IN THE SELECTION

Products can be retested when changes
in the products take place (e.g. vintage
change) Product descriptions are also
updated at this stage.

Registrations regarding consumer
complaints and unsaleable products
noticed in Alko shops are monitored on
weekly basis. Products are tested on
the grounds of this information.
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Strate. Purchasing Product Quality Assortment
vy planning selection control management

QUALITY REPORTS

*  Week and month based product quality
reports are provided in Alko extranet.

* Significant quality deviations are informed by alarm
reports sent directly to importer/producer by e-mail.

* Both consumer complaints and unsaleable products
are monitored on weekly basis in alarm reports.

* Typically 0-2 quality alarms due to consumer
complaints.

 5-10 alarms for unsaleable products.

 Suppliers overall quality is measured by Alko’s “Best
supplier” —evaluation.

* Different indicators for product quality, logistics A
and functional quality. '

e Evaluation will be renewed in 2019.
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ALKO OY

Y
LABORATORY ANALYSIS

Regular analysis made from product are defined by
product group

‘95
FhS
984/
beos

é

| 19, (7%
::)") : . iO‘; 1

For example wine analysis are:

* Alcohol content, sugars, total acidity and total
Sulphur dioxide

Same values are required also from suppliers when
listing to sales to order selection or specialties

These values need to be measured with official
analysis methods. Alko listing instructions:

" The analysis methods used must comply with the
EU regulations (EC) No. 2870/2000 and
2091/2002 and OIV's instructions (wines, spirits and
distilled drinks, ciders and long drinks). The analysis
methods used in the analysis of beers must follow the

instruction in European Brewery Convention (EBC)
Analytica-EBC, 5th Edition.”

Compounds not included in the regular analysis
package are tested on risk based extra analysis

E.g. pesticides, ochratoxin, and microbiological
purity
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HOW TO CONFIRM QUALITY DEFECT?

YACL .

SENSORY PANEL LABORATORY ANALYSIS CONSUMER COMPLAINTS
Blind tasting for the samples Tested attributes may have legal Consumer complaints; typical values
limits or the presence of compound differ from one product group to another
indicates quality defect * e.g. natural cork wines 0,6 %o
If legal limits are not met, product « Spirits & brewery products typically no
must be recalled complaints

PRODUCT/BATCH WILL BE RECALLED IF AT LEAST 2/3 OF THESE
INDICATORS INDICATE DEVIATION IN PRODUCTS QUALITY
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i Prod i A
m

TREND IN TOTAL NUMBER OF
CONSUMER COMPLAINTS

22000

19562

20000

18000

16000

14674 14058
14000 14523 C— .
14429
13900
12000 ‘ 127100
10000

2007 2008 2009 2010 20711 2012 2013 2014 2015 2016 2017 2018 estimate



61 31.10.2018 ALKO OY

AGENDA

* FINNISH ALCOHOL MARKET AND ALKO'S STRATEGY
10:30 - 10:45 BREAK

* RESPONSIBLE PURCHASING

* ASSORTMENT STRATEGY

12:00 - 13:00 LUNCH

* PURCHASING PROCESS AND PRODUCT SELECTION
13:45 - 14:00 BREAK

e ALKO’S QUALITY CONTROL PROGRAM

« ASSORTMENT MANAGEMENT

15:00 - 15:30 AFTERNOON COFFEE

* ROUND TABLE DISCUSSIONS
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THE EVOLUTION OF ASSORTMENT
MANAGEMENT IN ALKO

P

Dynamic Model +

Top be developed

Customer profiles and
new purchase planning
model fully integrated

Dynamic Model Product trarTsfers from to assortment
other selection
, Mmanagement.

Static model Store profiles and new categories allowed.

assortment model
Assortment in stores introduced. General
does not change selection dynamically
according to demand or allocated.

profile.
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CORNER STONES OF
ASSORTMENT PLANNING

o
BASIC ﬂ
NORMAL -Oi
PLUS

7
4

SPRING SUMMER

Category tree forms the basis,
ensures wide and
comprehensive assortment in
each store - 4 categories, 19

subcategories, 220 segments.

3 sales profiles and 6 store
sizes determine the best
assortment mix and size for
each shop.

3 periods per year to balance
the assortment based on
seasonal demand.

ALKO OY

Strate: Purchasing Product Quality Assortment
hid planning selection control management

Wide, customer
oriented, demand
driven and seasonally
relevant assortment
available in each of
Alko’s 358 stores.
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CATEGORY TREE IN
ASSORTMENT PLANNING

 Bottled wines by sub-category, taste
style and price point

 Bag-in-box wines by sub-category,
taste style and price point

 Strong beverages by style and bottle
size

W1y H » Brewery products by style and

package size

- Assortments are balanced and
allocated always on segment level.
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STORE DEMAND PROFILE LAYS THE GROUND
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Heavier emphasis on Heavier emphasis on Heavier emphasis on

» Affordable spirits, strong lagers, * Bag-in-box wines, mainstream *  Premium wines and sparklings,
Ready to Drinks, fortified wines wines and sparklings specialty spirits and beers

Lighter emphasis on Lighter emphasis on Lighter emphasis on

» Specialty spirits and beers, wines * Premium wines * Ready to drinks, sweet wines,

in bottle, sparkling wines strong lagers
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Purchasing Product Quality Assortment
Strategy > planning selection > control > management

NORTH FINLAND
BASIC NORMAL PLUS

=B o

PROFILES BY
REGION

WEST FINLAND
BASIC NORMAL PLUS

e\

EAST FINLAND
BASIC NORMAL PLUS

SOUTH-WEST FINLAND
BASIC NORMAL PLUS

@\'

CAPITAL AREA dy s e e, SOUTH FINLAND
BASIC  NORMAL  PLUS e Ta

@ @ \ BAIC NOMAL PLUS
-'_IO @ -' 3 -'46 a
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Assortment
management
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ASSORTMENT PLANNING CYCLES

June - September

Key seasons Seasonal categories
e Midsummer + Rosé /White
.~ *  Summer * Fresh drinks
holidays

Ml W AT

4

February - May October - January

Key seasons Seasonal categories Key seasons Seasonal categories
 Easter * Dark beers « Christmas * Matured spirits
e May st  Sparklings * New Year * Red Wine

e Graduations
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Strate: Purchasing Product Quality Assortment
hid planning selection control management

PRODUCT RANKING EXAMPLE

Every 4 months
products in the
segment are
ranked against
each other.

Luscious & Jammy
Red, 9-9,99€

2

NORMAL

The set allocation
is communicated 4
months in advance
and lasts for 4
months.

10 20 30 40 50 60
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AVERAGE STORE EXAMPLE
- 1200 PRODUCTS ON SHELF

100 %
90 % Optional products can be cycled as needed.
80 %
70 % Seasonal selection available for 2-3
months and often on separate display.
60 % .
m Optional
50 % Seasonal General Selection Novelties are
) Novelties launched every week.
40 % m Allocated

30 % Allocated assortment is updated every 4

months (approximately 10-20% changes),

20 % consists of general selection.

10 %

In Premium and Specialist stores

0 % . )
specialties are introduced every month.

Agerage Store
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