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Eco-Safe Ozone Disinfection Systems
Are the Key to Increase Profit

e Controlling Perishable Shrink is the Fastest, Easiest
Way to Increase Profit

e Eco-Safe Ozone Disinfection can save at least 25% of
Meat, Produce, and Seafood Shrink

The Attached 2005 Supermarket Shrink Report indicates
This Boosts Your Profit Margin by Over 25%!!

According to the National Supermarket Research Group, The smartest way to
minimize perishable shrink is to sell it... And to sell it while it is fresh.

That's where Eco-Safe comes in—We keep it fresher, longer.



HOW WE GET OUR NUMBERS

The following 2005 Supermarket Shrink Report by the National Supermarket Research Group
reports responses from 30 companies with an average of 348 stores each, with an average of
$1,833,000 in monthly sales. From this report:

o Average Supermarket Net Profit is 1.10% of Sales

e Average Shrink is 2.76% of Sales, 2'2 Times the Net Profit

e« Meat, Produce, and Seafood Shrink is 42% of Total Shrink

« Ozone Disinfection can save at least 25% of Meat, Produce, and Seafood
Shrink.

® This increases your profit by more than 25% with no increase in sales!!

And these are conservative numbers. From the same Shrink Research Report, 72% of the
stores documented under-reporting shrink by as much as 27%.

Eco-Safe Ozone Disinfection makes you money and the cost of the system is recouped in as
little as 2 months. Every month after that, your profit is increased by more than 25% simply by
controlling these areas of perishable shrink.

Until you can think of a better way to boost your profit by 25%, make your money with Eco-
Safe Ozone Disinfection!
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SUPERMARKET

verall retail shrink reported in 2005 by companies participating in this survey was
2.76% of retail sales. This figure represents a 19% increase in the level of shrink

reported in 2002,

Overview

The avesge supermarker cepomed annual smoee sales of
£20,000. 000 and, ar 2.76% of el sales, bese 3607, 7301 fo
retal shoank. Bor a 100-goee chin setil shaak sepregent-
el atotal annoal loss of 360,773,000 per company. Recent
siuclies eeport the avesage supermarket eanis 1.10% u nel
prohe, which results i 3241900 i per-gtofe probi.

That means for every dollar in zales, the avemge renuler
carnz 1.1 ¢ents in net proht, but only after losang 276
cents t0 shonk. Based on these fgures, a 10% reducnon
in shank {2,497 ar 8564967 reaults in a 44% incrense in
net Bottom-ine probt. While retolers often focus on
incrensng same-store sales, it s much more cost effecave
o put am place proven programs e oeduce shomk dhaon o
wonldd be to menease sales by 4%

Contnbutmg to the dramate 19% increage m overall
gtare shonk (From 232% m 2002 to 2.77% an 2005)
were several facmors.

Fiest, with the advent of Sarhanes-Crley, corporations are
nowy far more concemed wath accountababice. Consumer
confidence 15 at record lows, spending is down, and pay-
rollz have been slashed. The fisst acbonable step in reduc-
ing store shomk, after monagement ha: made shonk
reduction o top poonty, is to report shonk accurately.
However, up 0 T2% of this vears survey respondents

repocted they allow some fiem of smore level “positve”
pace mampulaton which allowed I.1|.'|'I arrrnenitil shank o
e undes-seported by as much as 27%, or over 3122161
per year, per stone Thes means that u some compsmies,
overall store shonk could be a3 lugh as 2.95% of ol
atoare =ales. With thas Bier mo mund, any retuler wishong 1o
honezly undestand where ther shonk @ muse begn by
mandihgg 1000 accountabday at sreee Level and meminve
all methads o cover-up ther teoe bosses due 1o shonk. Chn
the posanve sude, moee compames aee connnung o focos
ooy unmiskang the thewr shionk, which
regidlts i moee accurate repochng of shank percentages.

toue soneeces of

Historical Trends

This yeacs suevey continues g oune-year trend of ol
stoee shonk repoeted ar over 20000, with a sax-vear aver-
e of 2.27%,

The causes of store shonk were repocted in seven pn
mary areas (fgore 1) Once agan, employeg-cansed
Ehril'll: I'I;.!m.ﬂil'li.'d rFI.I_' 1|||.'g|.';f|r I_":'I:IITI'i'l_!lI.ITEIr el FT‘:'II'I;.' :':I'Inllk
at 56" wath :chl:-'|'||:i'Fl'i|1g r,a,nking zecond ot 21%
ﬂ1:nji11g SUppOrts e |1|11g ;\il,',-l_l'll,l!llu_r' trend {.gl:m support
e by other shank survevs) where emplavee-cansed
shonk and :;:]:u:||'||:':|"I'i.|1gl combmmed account For 75805 ofF
all rernl shinnk,

Ths
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Retinl shonk was idennbed m deven pomary departments
The penshable deparmmenr: conmbuted the majonty of
stare shank for the fourth consecutve vear. [n 2005, 36%
of all store shonk waz repocted to have occurred m the
i1l.[l'i.:¢|1‘|,]1tl_' ;!l,'i:lil,rr.ml,':l:lrs and 44% of all o shank omz
comtributed by the non-peashable departments.

New Facts and Findings

*  Retulerss conpnued reporting that they sell agareties
tromy the secunry of the courtesy boath (576} This
teend has reduced the amount of repocted agarerte
thedt by appmsimarely 3% each vear

¢ 6% of store managers are on some form of a bonus
mcentive plan that 1= pnmanly based on the overnll
proftability of the store.

*  51% of company executives reported having a rela-
tvely high confidence level in the accueacy of thesr
inventory results and reported overall shank ar 2.03%%
while 19% reported having a relatvely low confidence
level i the accuracy of their inventory results and
reported overall shonk ar 2.57%.,

»  22% of ths vear's survey regpandents meported they
bebeved therr shonk had gone dowm in 2005 a5 a
dhrect result of ther shonk ceduction effors
However, 33% reported they believed emploves
covsed shonk wll continee to nse n the next o
vears and 38% repocted they beheved shophifting
woudd nse mn the next two years

SHRINK SURVEY

»  50% of stome managers recerve profie and loss stite-
miembE rron rlﬂ:.- amed 4% of gtore MATAEE TS received
proft and Joss starements quarctedy and achieved sim-
llar shonk resulte. However, store managers who
received profit and lozs statements lezs than quartedy
reporeed T5% higher total store shonk.

*  Penshable deparments made up 39 of total store
sales and contabured 64% of toral store shrnk.

*  Non-penshable department: made vp 61% of rotal
gtore sales and contnbuted 36% of ol store dhnnk.

The next achonable step in reducing store shonk 1= 4 con-
tnued integration of shonk awareness programs with
automated processes and disciplined mmplementanon
Compames doing this effectively, who also prolibat their
stores from any mampulation of retuls, are able to sigmf-
icantly enhance bomtom line probts and report overall
shonk as low as 1.68%

Where’'s the Shrink by Department?

The mdwvdual store departments where shonk occurred
m the penshable departments were meat, produce, dels,
seafood, ol and bakery The indwidual store depart-
ments where shnnk occurred m the non-penshable
deparmments were pmcery, generl merchandize, HBA,
beer/wine/bguor, frozen foods, pharmacy, and dary, In
previcus vears, peneral merchandise and pharmacy were
not tracked; therefore year-to-year compansons cannot be
made m these categones. Any company reporong sales
outside of the mdividual store departments noted above
were grouped mto other (e viden.)

Survey Responses
% of
¥ | Respondents | M
Less than 100 stores 20%0 2.83%
100 = 199 stomes 43% 2.84%
200 — 999 stores 21 2665
1,000+ stores 10%: 2.78% |
Total _ 100% | 2.78% |

This year's survey is based on responses from 30 comparies
representing 10,744 siores. Responding companies ranged
from mid=size independent ownerfoperators to lier-one
national supermarket chains. The 30 comparies. responding
ta this year's survey had an everage of 348 stores and repart-
ed average annual store sales of 521,996,016




SHRINK SunuE’r/

While penshable depacment sales caly made wp 399 of
the mtal stoee sales m the average supeemadiet m 2005, the
|‘:~|'r|:-'|:|.:||:1|-.' -:||.]'|:4.|.I:r!|:||.:|:|r:-2 conahired Gd%a, or 3352 778, of
toafiil srove shank [Bgaeee 5 and 6.} These cesults eoantoie a
ge-veie trend wheee the majonty of all ztore shank was

repoeted to be contabuted by the penshable deparmments.

Whale nomn-penshable department sales made up 61% of
thie skl atore zales mthe avemge supeomadset m 2003, the
T |:n|_'ri.w-]'|;|'|||4_' q;||_]'|.4_rh1||_'111*-= |_'r|||rri||l.|.r|,'q:| Wy 1 LT 53 k IIHHE
teward tomd store shonk {fpare 5 and 6 The grocery
department conmbured 24%% of all store shonk dollurs m

20005, just ;:||r|1.a1::;:ir|.g the ment -:||;['-.4 rimmene ar 21%.
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Perishable vs Non-Perishable Sales
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Figure 5
Perishable vs Non-Perishable Shrink
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| |1.-:1'| '-11|:'i|”:l.'_ (R ET TLATS ;:||-:|'u.' rhl,' mept |.:||,'['-:|rh1'u_'|11' Lo
tnbutng the lrgest dollar amount of shonk, althooeh Lase
two survevs reported gmocery shomk sumpazsmg mear
shnnk. Thas VEAR, the ment -.||_['-.4,r|111|.,'|1l n,'g_;nm,':.:l the top
poznon with the hoghest averge reported shonk dallaes
-fﬁ-l-l-l,_'_:-"'-!"u:f-. Mear shank r-:_'|:-|.'-|_'::|_'|11'-:_'|,| over 23 of afl
A5,

Grocery shonk contnbuted the second-largest dollar

shonk dollarz for the averige supermarcker in

amount Of shomk at $120,935 for the avenge store, and

almeost 20% ofF all shonk dollars im 200005,

il

- 2005 Annual Sales | $21,996,016 |
Depart Depart Shrink

Department Sales % Sales § __Shrink % Shrink % Contribution
Grocary 41.03% | § 9024965 134% | § 120935 19.85%
Genaral March 553% | § 1,216,380 345% | § 41,965 6.69%
Dairy 652% | § 1,434,140 g% | § 131 2.17%
Frozen Food 382% | 3 796256 085% | § 6768 1.11%
HEA 368% | § 809453 3% | 5§ 31,184 5.12%
Beer / Wine / Liquor 276% | §  ©07.000 136% | § 8258 1.36%
Other 1.74% | § 382731 245% | § 8,377 1.54%
 Prescriptions 220% | § 483912 045% | § (2,178} -0, 36%
Non-Perishabie 67.08% | § 14,754,927 1.56% | § 229,482 37.67%
Mgt 13.24% | § 2912272 486% | § 141,536 23.23%
Seafood 1.94% [ 5 250755 492% | § 12337 2.03%
Produce 905% | 3 1990639 502% | § 99930 16.40%
Floral 113% | § 248555 624% | § 15510 2.55%
Deli 573% | § 1,260,372 598% | § 75370 12.37%
Bakery 2683% | 3  57TBM405 605% | § 3499 5.75%
Porishable 3292% | § 7,241,088 5.24% | § 379,683 62.33%
TOTALS | 100.00% | 8 21996016 | 277% | § 609,164 | 100.00%

220065 The Maloral Peiad Sassarck Gioup



