Wholesale Pricing
Changes

Manufacturers, Agents and Suppliers
Information Session

February 11, 2015



Discussion points

A Introductions

A Obijectives for today

A Background

AWholesale pricing: overview of
A Key upcoming changes: what and when?

A Next steps

A Questions




Discussion points

A Introductions




Introductions

Roger Bissoondatt Chief Financial Officer

Bill Michael Director, Purchasing

Audrey Wong Acting Director, Policy and Communications

Jaime May Finance Director, Special Projects

Yolanda Lam Wholesale Pricing Calculator Specialist
Disclaimer:

Thisinformation is based on current processes and decisions. In the event of any changes,
this information will be subject to amendment.
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Discussion points

A Objectives for today




Objectives for today

To provide an overview of:

A Wholesale pricing-related changes that are being implemented
associated with the government QG

A Upcoming changes that impact industry partners;

A Walk-through of the Wholesale Pricing Calculator; and

A Key timelines and next steps.
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A Background




Background

A 2013 B.C. Liquor Policy Review

A New Wholesale pricing model
AEven footing for industry and increase transparency
Almplementation i April 1, 2015
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Discussion points

A Wholesale pricing: overview of the governments announcements




Wholesale pricing: overview of the governments announcements

Il n association with |icensing and other changes, s

Common wholesale Gradual mark -up system Increasing convenience
price for all retailers for breweries to consumers

Ability for some of these to

Breweries

Prices as of April 1, 2015 n B.C. : ! oy |nCIUde.

A Eligible grocery stores to sell

Global production

in hectolitres (hl) breweries
1 hl=100litres

350,001 hiormore 4 G T e aICOhOI

160,0011350,0001 1

_15,0011:160,00011 6 kC." o
e - s000n0e 83 M A Ability for BCLS to expand

9@ 9 e 3 operating hours

Wholesale cost to retailers will be set by the BC Liquor Distribution Branch. This will create a
competitive market in B.C. and a level playing field for all retailers, including BC Lig: fores.

“Breweries don’t need gro -
to choose between opportuniti A Ability for BCLS to offer
staying small or P
paying large.” L. ' i )
Honourable Suzanne Anton, & rEfr | g e ratl O n N
Attorney General and W
Minister of Justice

COLUMBIA

To be implementedby April 1 2015

BRITISH

COLUMBIA




Discussion points

A Key upcoming changes: what and when?




Key upcoming changes: what and when?

A Implementing these changes necessitates an update to many of
BCLDBOSs bpuoxasses and systems that will also
streamline the way BCLDB does business with industry

partners.




Key upcoming changes: what and when?

BC LDB Wholesale

Customers

TTMMImm
M i
T

Implementation of new 2 Update the way BCLDB does 8. All retailers can purcha;e at
wholesale pricing model 2 business with industry partners . common wholesale price
Revised wholesale reporting : BCLS able to expand operating : Retailers ordering through WCC

o hours and provide refrigeration o (Wholesale Customer Centre)
Updated and revised agreements o o .

< Pre-tax display prices < Eligible grocery stores can

on shelf (BCLS) begin retailing beverage alcohol

Revised product registration :
ed veidor webiite Chapges to BCLDB internal

= business processes — Transition of retailers who
Roll-out plan of [~ , oz place orders through
Period 1 pricing cycle € Implement government's o BCLS to WCC

< wholesale pricing changes <

1 ¥

Wholesale pricing calculator E 'E:f! New wholesale pricing cycle

a. o.

Reporting process and
potential system changes




Key upcoming changes: what and when?

Implementation of newpricing model
A Wholesale pricing
A Changes from Discourtff Display Price to a Duty Paid Cost plus markup
A Common wholesale price for all retailers
A Tax excluded pricing
ACommi ssions on retail sales replaced
A Graduated markup rate for medium sized breweries
A Licensed Hospitality will continue to purchasetla¢ LDBestablished retail price
A Existingprograms for BC Manufacturers will continue
Implementation of new A Wholesale pricing calculators have recently been sent to Manufacturers, Agents
wholesale pricing model Su ppliers

When:April 1,2015, with wholesale pricing
released~ebruary 1,2015.

More information

Wholesale pricing A New markup schedulé effective April 1 2015 click here T
calculator
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http://www.bcldb.com/doing-business-ldb

Implementation of new pricing model
As Is New Model

LDB Display Price
Less PST and GST
= Retail Price
Wholesale Price (tax excluded), plus GST

Less applicable wholesale discount

= Wholesale Price for that Customer Type, plus GST

Wholesale
Customer

STORE retalpr
the BCLIQUOR
alers kmﬂ"""“’”&ﬂﬁgﬂ-
it R
Different

LDB Display Price Wholesale Price

Less PST Plus Retail markup

Hospitality
Customer

= Price for Licensed Hospitality = LDB established retail price (tax excluded), plus GST

Retail Limited Time Offer Program Wholesale Price Promotion Program
Price changes i1 request changes are made and lead to

Price Changes i change requests are made and lead
the tax-excluded wholesale price

to a tax-in display price

Pricing
Process




Implementation of new pricing model: Wholesale Pricing

A The current discount pricing system for wholesale purchases will be eliminated and

aduty paid cost plus category mark

Display Price; As Is

Prime Cost
+

Domestic Chargg# applicable)

= In Bond Cost

+ Excise &ustoms (if applicable)
= Duty Paid Cost

+ Volume Markup/Distribution Charge

+ % Markup for Wine, Spirits, Refreshment
Beverages

OR

+Volumemarkup for Beer

+ Cost of Service Fee

+ CRF

= LDBRetail Price

+ GST
+ PST

= LDB Displagyrice before applicableontainer
deposit
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-up pricing will come into place

Wholesale Price To Be

Prime Cost
+

Domestic Chargg# applicable)

= In Bond Cost

+ Excise &ustoms (if applicable)
= Duty Paid Cost

+ Distribution Charge (beer only)

+ % Markup for Wine, Spirits, Refreshment Beverages
OR

+ PerLitre Markupby Supplier annual production for Beer

+ CRF

= LDB Wholesale Price

+ GST

=Final LDBVholesalePrice beforeapplicable container
deposit




Implementation of new pricing model:

Wholesale Pricing Mark-up Schedule, effective April 1, 2015.

A The new wholesale pricing schedule simplifies the current, complex model
A All products will fall under the Product Types: Spirits, Refreshments, Wines a

B eer Product Types New Wholesale Rates

Mark-up | Product category

Mark-up boundaries applied (Cost per Litre)

On first $21 cost per litre 124% $0 - 521
o . Spirit 124% with graduated mark-up ) X
Spl rltleIqueu rs Pll’l S fOI' oo portion T SZ.I/L On next $8.20 cost per litre 93% $21.01-5$29.20
On next $8.20 cost per litre 62% $29.21 - $3740

On any amount over $37.40

cost per litre i S Al
Pre-Mixed Cocktails B T 235,
- erresnments °
Cider/Coolers
Product
Mark-up boundaries :A;:l(i.:: category
FortifiedWine/ Wines (incl. fortified wines) 89% with graduated mark-up (Cost per Litre)
Table Wine : for cost portion above $11.75/L On first ST1.75 cost per litre 89% $0 - $11.75
On any amount over $11.75 27% 1176+
cost per litre : ;
Draught Beer/ Beer
Packaged Beer
Large Brewers (>350,000 hl) $1.08/L
Subject t | CPI adjust t
Med Brewers (>15,000 <=350,000 hl) $0.56/L to $1.02/L o e
Sm Brewers (<=15,000 hl) $0.55/L
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Implementation of new pricing model: new beer mark-up schedule

A new beer mark-up structure is also being implemented on April 1, 2015.
There are a number of changes being introduced:

A The new mark-up structure for beer introduces a graduated increase in mark-up as a
breweryods production increases

ARemoval of Ofi scaduptiersi ffsd6 bet ween mar Kk
A Production level increased for medium size brewery (up to 350,000 HL)

A Draught and packaged beer are subject to the same mark-up rate

A Subject to annual CPI adjustments

A The new tiers and associated mark-up are as follows:

Annual Production in HL Mark-up perLitre Click here

0¢ 15,000 $0.55
15,001¢ 350,000 $0.56¢ $1.02
> 350,000 $1.08
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http://www.bcldb.com/files/Copy of Beer Mark up spreadsheet 2015_0.pdf

