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THE VOICE OF FOOD RETAIL



Energy & Store
Development Conference

CONSIDERING IMPLEMENTATION OF A
SMALL STORE FORMAT STRATEGY

J. Max Van Hoose
Vice-President of Store Planning
Harps Food Stores
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Started in 1930

Opened 2" store in 1964

41 stores In the late 2001

Company was sold to the ESOP in 2001

Regional grocer with stores in Arkansas,
Oklahoma and Missouri
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Markets That We Serve

Grove, OK

- Population: 6,623

 Trade Area: 16,423

« Median Income: $28,946

« Competition: Wal-Mart Super Center



Jonesboro, AR

- Population: 67,263
 Trade Area: 44,097
« Median Income: $47,351

« Competition: (2) Wal-Mart Super
Centers, Kroger, ALDI, (5) Independent
Stores



Searcy, AR

- Population: 22,858
 Trade Area: 11,719
 Median Income: $44,935

« Competition: Wal-Mart Neighborhood
Market, Wal-Mart Super Center, Kroger,
(2) Independent Stores



Haskell, AR

« Population: 3,990
 Trade Area: 9,064
« Median Income: $47,056

- Competition: Wal-Mart Super Center,
Kroger (not in town)



So What Is The Format?

GroCery....ivuisemmsnnnnnssnnns Yes (21)
ProdlCe i s .. s Yes (21)
Meat. .. il T Ea s il Binna Yes (21)
« Bakery/Deli.........ivvinniinns Most of the Time (19)
 Pharmacy....cccivvunmnmnnnnnnns Often (13)
Beer/Wine/Liquor.......... Occasionally (11)

Not Really (0)
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22,000 sq. ft. - Small




22,000 sq. ft. - Small




Space Allocation

GIRGCTY (M- 9% PO Rhl £ fne 55 a0 ans 39%
Non-Food (GM)........cccevvinnnns 10%
Loy ) B e TR e NS | Ll 9%
B OOlICe, s, X BT et 11%
Bakery/Dell.....cccivvieninnnnnnnans 11%
Pharmacy......:ialammicsessss e 2%
€ [T i o | S S 1%
Common Areas.......cusssssnnnnns 17%



Advantages of a Smaller Format

More markets
More locations

Response to other competitive categories
including Dollar Stores and Convenience
Stores

Most important to us...... Mitigation of Risk
Time to profitability
Do you really want or need to be "ALL IN"?



Design and Merchandising-A
Review by Department

 What is critical?
- What has changed?
» Other trends



Grocery Department

SKU'’s
« Large = 15,000
« Small = 12,000 - 13,000

FF Doors Dairy Doors

- Large Format 96 30
- Small Format 94 22
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Produce Department

SKU'’s
« 2001 450
« 2013 950 in Large

750 in Small
 We don’t give up selection in Produce

« Bulk nuts and grains, cut fruit items,
specialty juices, expanded apples,
citrus, organics
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An Interesting Statistic

- Corporate sales are up by a factor of 2.1

* Produce sales are up by a factor of 2.4



What Do We Give Up?

» Massive Displays
« This is not a Truckload Sales type of
store

Do you want (4) BINS of
potatoes....Don’t build a small format



Bakery/Deli
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We Don’t Do Mexican Tuesday
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Other Observations

Share labor with the Fuel Department
Focus on 2 or 3 hot foods

Labor is cross trained

No Seating Area



Trends

Specialty Cheese

Sushi (sub-contract/lease)
Olives

Healthy Living/Vitality
Crusty Breads



Meat Department

Quality Proposition

« Choice Beef

« Branded Pork (Farmland)

« Branded Chicken (Smart and Tyson)

Value Proposition

« Pick 5-Non Branded
« Changing Variety

« "Deal” Items
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Pharmacy

- Independent of the store
projections, we determine the
success potential

« 450-750 ft.
 Drive-Thru Window
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Beer/Wine/Liquor






C-Store within a Store

 The convenience of fuel

« The infrastructure in place for an Express
lane and convenience items

« The ability to cross-market fuel with the
store

« Still opportunities to improve
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@ | s FIRGHA &mww N GROCERIES

ON YOUR NEXT

oty ) GAS PURCHASE

sl J@ : y@g G/ OFF
—Jl Per qulon" ..*J_._,.., w Per Gallon**

Simply Make A Quahiymg Purchase And Get A Fuel Card From Cosh|er
* Maximum discount earned in a single transaction is 30¢.
“mmmmmmmwvm , Prescriptions, Gift Cards & Services
** LIMIT 15 GALLONS




What the Format is NOT

Full Service Meat.............. No
Catering.....cvvvvrrrrvnnnnnnnnns Nope

Full Service Floral............ ‘Fraid Not

Lots of Food Service......... Can’t Say We Do

Large Specialty Sections (HBC, Greeting cards,
Non Foods)

Lots of Labor



What Do You Want To Be?

- Are we a cafeteria?
e Are we a restaurant?



DEVELOPMENT COSTS
I
Land $90,000 - $180,000 $400,000 - $800,000

Site $510,000 - $910,000 $930,000 - $1,075,000

Building  $1,660,000 - $1,800,000  $2,700,000 - $2,800,000

Other $191,000 - $240,000 $180,000 - $250,000

Totals $2.5 - $3.1 million $4.2 - $4.9 million
$/Foot $111 - $138 $133 - $156



32,000 Sq Ft Format

Refrigeration

Three distributed type systems w/ air cooled condensers
Electric and off cycle defrost

Refrigerant R-407A

Total refrigerant charge 850 pounds

Total BTU load 556,550

HVAC

Main sales floor serviced by one 60-ton Munters Dry/Cool
desiccant wheel for dehumidification and natural gas for
heat

Perimeter areas serviced by eight Lennox package units
Refrigerant R-410A

Total A/C capacity 110 tons

De-stratification fans used throughout the store



22,500 Sqg Ft Format

Refrigeration

« Two distributed type systems w/ air cooled condensers
» Electric and off cycle defrost

- Refrigerant R-407A

- Total refrigerant charge 600 pounds

« Total BTU load 478,000

HVAC

« Main sales floor serviced by six 5-ton units equipped with
re-heat coil for dehumidification and natural gas for heat

« Perimeter areas serviced by seven package units w/ natural
gas for heat

- Refrigerant R-410A
- Total A/C capacity 66 tons
- De-stratification fans used throughout the store



The Results
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E+S T
STORE PERFORMANCE

Everything $110,000+ $190,000+
(less Pharmacy and Gas)
Pharmacy N/A $33,000+
Gas $47,000+ $60,000+
Total $157,000+ $283,000+

$/Foot $7.00/foot $9.00/foot



Harps Sales 2001-2005
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Harps Sales 2001-2013
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Stock Price — 2001 $27.00 a share
2012 $243.40 a share

ROA - 10.99%

ROE — 29.26%

Pre-Bonus EBITDA — Over 6%



A “"Format” doesn’t have a soul,
and doesn’t create a brand.
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