CONVENIENCE
CHICAGO ~ DAMEN



I ntroduction

Red Apple Convenience located in East Village ofeits doors for business in
November 2011 and has since become a valuable stapiany of the constituents of the
neighborhood. It offers a safe and convenient lonafior consumer goods and grocery
needs. Red Apple seeks to continue to fulfill teeds of the community and serve it to
the best of its ability. Red Apple provides theesal groceries, produce, health snacks,
frozen foods, soda, coffee, and tobacco produéfgh the addition of alcohol to our list,
we hope to ensure that all the needs of the contgnané met, making this a one stop
shop for the great people of Wicker park.

Red Apple is a locally owned family business, dnil®y the need to provide convenient
options to neighborhoods in the food and liquor kagrin a sustainable and secure
fashion. We are experienced small business ownghsthe extensive knowledge of

how to manage successful businesses for the befefitlividual communities. For the

past eight years, we have served the local commwiih our ownership and operation

of another small business, the CITGO gas statioatéa at the corner of Augusta and
Damen. The decision to continue to expand ournassi undertakings in the same
community reflects our appreciation and understagpdof the needs of the local

community residents. Operating the CITGO, we dmwedl these relationships and
cultivated them by constantly seeking to betterlmusiness by customizing our offerings
to the interests and needs of the residents. ercdlrse of this evolution, we recognized
and identified the diverse character of the neightod. That was one of the driving
forces that spurred us to reinvest in the commuuaitgichly diverse community that we

believe reflects Chicago’s vibrant cultural history

In our overall business model, we strive not ordysucceed as a business, but to
contribute to the success of the neighborhoodsaveudiness in. For example, in 2003,
when we purchased the current Citgo gas statiarseitl to be an old, run down Clark gas
station defaced with graffiti that did not even o#ely reflect the aesthetics of the
neighborhood. The lot was regularly riddled witrebéottles and garbage. After the
purchase, we immediately undertook steps to tramsfihe rundown location into a
business that promoted the elegance of the comynune demolished the old Clark
building and erected a new building with completshl landscaping, high quality
lighting, and new fixtures.. Additionally, we wordkeirelessly to eradicate problems that
were infesting the location. We hired security tsu@e no loitering on the property took
place. This created an inviting nuisance-free gphere for all our customers to feel
confident they would not be solicited, harassedyathered by anyone, day or night. As
a result of our efforts, we can proudly say we aremall business that enhanced the
aesthetics of the neighborhood and the experiehoaracustomers. Our latest business
venture, Red Apple Convenience, follows the samedmental principles that guide all
our businesses: providing quality goods and sesvia a clean, secure, and aesthetic
environment.



Common Concerns

Adding alcohol to our current product offeringsasgoal born from feedback of our
customers and from our company goal of diversifyong business. We think it would be
to the benefit of the community if we are able féeosale of alcohol in the safe and
convenient environment we have created over thé feas months. There are a few
liquor stores near our location, and we have reckimany complaints from our
customers regarding their service and atmosphdéré our hope that with the sale of
liquor, we can provide a full service one-stop shaof better position ourselves to supply
the community with all its needs. That being savwe, understand the natural concerns
that arise when sale of alcohol is involved in @sibess. We are confident that our
proven and unique way of conducting business, alitiy our track record in the local
community (and other communities) will more thatis$g those concerns. The key to
satisfying those concerns is engendering discussioefforts to the address those
concerns. The following are some of the concemsreeighborhood would have, along
with a brief discussion of how Red Apple Conveneptans on addressing them.

Concern 1: Attract unwanted clientele

We do understand the criticism and concern overdtsibution of alcohol potentially
attracting unwanted clientele. However, mere sélelahol on its own doesn’t qualify
every buyer of that alcohol as “unwanted.” Ithe tmanner in which alcohol is sold and
the environment fostered that attracts that typelieht. Included in our small business
portfolio is a grocery story that also has liqusrpart of our product offering, located on
the south side of Chicago,. We have owned thigkas for over 20 years now, and it is
that experience that has taught us how to avosl iflsue. We directed our focus and
efforts to maintaining the store’s image in the ammity, and ensured safety was never
something a customer had to worry about. Addifignas we identified correlations
between products and unwanted clients, we prodgtie®k action. Almost one year
ago, we, along with the Bronzeville District ant @ard Alderman Patricia Dowell,
decided action was needed, and to clean up the oortyrto make it a safe place for
people to live and shop. Our store was one ofiteestores to discontinue ALL high-
gravity malt liquors, fortified wines, and the sakloose cups. By maintaining certain
standards and not carrying malt beverages, highitgrbeers or fortified wines, we
removed the identified incentive for the unwantéiéntele to patronize our location.
With that incentive being removed, so too were tbastomer class. Knowing our
customers, their purchase trends, and the behassociated with the purchases are
byproducts of our knowing the communities we condwsiness in.  As to Red Apple,
our strategy in the sale of alcohol will be geatedard craft beers, fine wines, and
cognacs. We will also be on guard monitoring wiraiducts may potentially attract the
unwanted clientele, and quickly, and unilateradlgt to remedy the problem. 1t is the
proactive nature of Red Apple’s trained workforisattameliorates this concern.

Concern 2: The Use of Curbside Service

One aspect of our mission was to provide ultimatevenience for our customers, and
therefore we made the decision to include curbsateice when we opened our doors in
November. While this is not the selling factor fiodividuals to visit our business, it is a



value-added service favored by some customerdcplardy families with children. The
service allowed parents the ability to make theicessary purchases, while at the same
time, not have to potentially leave their childralone in the vehicle. However, this
benefit must be weighed against the cons of hawugdside service when liquor
becomes part of the service offering. After areinél analysis, we have decided that
curbside service will be discontinued as the camsveigh the benefits. A myriad of
potential issues would arise such as checking iiitaatton outside of the physical
location, risk of transporting alcohol outside etg@fof employees and customers, etc ...

Concern 3: Late night hours

Red Apple is currently open 24 hours, as is typicghe convenient store industry. In
fact, that's one of the primary reasons a “convengtore” is “convenient.” We are able
to cater to customers that leave for work at theakrof dawn, so they come in for their
coffee and snacks before they head out. We aksw tacustomers who work late into
the night and need to make purchases at a time wiosh stores are closed. For many
others, we solve the issue of middle of the nigkeds going unmet: a baby needs milk,
someone needs medicine, a household needing batfetietc ... We are open 24 hours
for the convenience of the community. It is foe ttame reason that many of the other
business in our Chicago & Damen business distpeina24 hours as well, and they are
not technically “convenient” stores.

When liquor is added to our product offering, Regpke understands that sales policies
will be immediately adjusted to keep Red Apple ampliance with all laws. Chicago
ordinances mandate that the sale of liquor notllmeved after 2am and before 7am
Monday through Saturday, and 11lam on Sunday. RwgaeAwill strictly abide to the
laws and regulations set forth by law. Liquor sahll discontinue at the proper cutoff
times by closing off the liquor sales area, disaifg customer access, and also by
programming our point of sale system to disallolesauring the prohibited hours. Red
Apple will also, as part of our internal customezhhvior identification and analysis,
monitor and constantly assess whether we needp@anelxthe restricted times. By doing
so, we will evolve rapidly, and maintain the repigta of our establishment.

Concern 4: Sdlling of Liquor to Minors

All of our workforce is thoroughly trained in maaming our businesses and servicing
our customers in a manner that comports with atestcounty, and city laws. Expanding
our business portfolio would not have been feadihiefor having a well-trained staff.
By implementing proper protocols, expanding to rewnmunities has been a turnkey
process. Knowing the laws and regulations, trgir@mployees to be cognizant of those
laws, and how to follow those laws are things wietsery seriously. Whether it is
carding individuals purchasing tobacco, making salleproducts are fresh and not
expired, or maintaining the cleanliness of the bhesses, our staff's hard work reflects
our dedication to maintaining our reputation asesigp operators. Selling alcohol to
minors is no different in that our staff is welkitmed from our other liquor business.
Picking and choosing who to card is not somethinag should be left to the discretion of
employees, despite the thorough training they walefhe risks are far too great to our
youth, and our business. Therefore, our liquorirass on the South Side institutes a



zero-tolerance policy for carding: meaning we callY ONE who purchases alcohol. If
they fail to present identification, even if theg @learly over 21, will not be served. Our
POS age verification feature also ensures thatstag carries out this policy by not
allowing a sale to go through unless an identiiicgt driver’s license or state i.d. is
scanned into the system.

Concern 5: Anincreasein therate of crime.

We take this issue very seriously. Increasing criates are not beneficial to anyone,
including the residents of the neighborhood andtgnesses that service them, like Red
Apple. To fight crime, it requires more than lamf@cement combating the problem. It
takes the citizens, the businesses, and the leafldre community collaborating together
to identify the specific problems and solutionsdese From the business perspective,
we take the micro-approach by identifying what egstic crime issues plague our
locations and the immediate areas surrounding thé&kfe develop solutions that will
deter those specific issues, such as installingadighting outside the buildings, setting
up cameras inside and outside to assist law enfat by monitoring for suspicious
activity, and communicating with our local ward ioffs to stay abreast of the latest
problems afflicting our communities. Since openiRgd Apple, the corner is now
vibrant with light, cameras are visible inside amd, and the corner is sprawling with
activity. Crime around our establishment has deswd, panhandlers are immediately
asked to leave the premises, and residents arendeshfer visiting our location.
Additional steps that will be taken once liquoatded to our product offerings is to hire
professional security. We will create an atmoseldr safety, and an atmosphere that
will put anyone on notice that if they fail to abidy the laws of the community, or if
they cause a disturbance inside or outside RedeAmplr security will take immediate
action and notify local law enforcement. Secudtives our businesses and it is because
of the trust of the people in the neighborhood tiraiare able to grow

Concern 6: Why Bulletproof Glass?

As previously mentioned, convenient stores, becthusg are “convenient,” are open 24
hours per industry standards. Because that is @ymkmowledge, no matter what
neighborhood they are in, criminals find them pritaegets for robberies. At night,
business is slower, traffic is significantly lessid sales are down. To that regard, not
only do we have a responsibility to our custombérg,to our staff as well. Bulletproof
glass was incorporated into our business merela ggecautionary step to protect
employees while also accommodating the needs otostomers in the middle of the
night. While we do not foresee any robberies, tluats not mean we let our guard down.
It is those locations that do so that are invayiatdbbed. Therefore we installed
bulletproof glass; however, it is only utilized dhg the late evening/overnight hours to
protect our employees from the risk. Doing so i®féection of our view that safety of
our customers, our staff, and our community atdasgparamount. Adding liquor to our
product offering will not change this store policigain, please take note that during the
day hours, the glass is ALWAYS opened to allow dae-on-one interactions between
our customers and our staff.



Concern 7: Will thisbe a liquor store?

No, this will not be a liquor store. Our store nabmands itself: Red Apple Convenience,
operating word, convenience. Convenience stoiks, the 7-11 chains, are never
associated with being “liquor stores,” but rathstofes that sometimes carry liquor,
depending on the neighborhood’s desires.” We emgaghe sale of a wide array of
convenience store industry standards, and hopefaktude liquor as well.. The addition
of liquor will not constitute more than 25% of osales, maximum. Our industry
experience leads us to believe this is the casartye of the proportion of the store we
will dedicate to liquor. If 90% of your inventoig liquor, there is a high probability
most of your sales will be liquor. But when we tohthe liquor display ratios versus
our other products, we will be capping potentigubr sales so to not lose the character
as a “convenient store.” We carry a full line abgucts, from milk, eggs, bread,
groceries, household items, sodas, juices, enermks] health snacks, sandwiches,
coffee, fresh donuts, tobacco, dairy, frozen foadd more, and the space devoted to
these items will significantly exceed any spacemesd for liquor. The breakdown of the
goods we will carry, inventory, and display will Bs follows:

Distribution of Goods Provided

Misc./General
Merchandise
3%

Frozen Food
7%

Nutrition (health
bars, energy
drinks,
sandwiches)
10%

Concern 8: Dominicks already sells liquor, so why do we need another source?

Dominicks carries milk, so why do we need anotheurse? Dominick’s carries
cigarettes, so why do we need another source? ifduery seems to suggest that
neighborhoods will pick winners and losers, andtgmb winners from potential
competition. This goes against the very grain thatt this country, a free enterprise



system. If the source has high pricing, poor servand a weak product line, does that
mean we still pose the same inquiry? Of course rfatd if the inquiry is still posed,
who determined that the source has met all of teeselards we believe all customers of
every location deserve? The inquiry is fatallywiéml. Despite the flaw, basic economic
understanding will tell you that competition sptiiese competing to provide customers
better service, better pricing, and better produféerings. Monopolies of industries
violate anti-trust laws. And monopolies of neighimods violate resident’s freedom to
choose. Despite all of the above, to addresspéeific Dominick’s reference, it is worth
noting that Dominick’s liquor prices are high, sgien limited, and customers have to
wait in long lines to make a quick purchase. Theselusions were based upon our own
internal studies and feedback from community regile Therefore, we seek to add
liquor sales to our product lines and effectivalyeghe residents of our community more
competitive pricing, better selection, and the di@a to choose who they patronize based
off of who they deem meets there expectations. cfeand will do so, and at the same
time, be the “convenient” alternative to Dominick’s

Closing Summary

We hope that we have conveyed the message tha’ARge is no new player. Red
Apple’s owners have been members of this commuaitypngst a host of others. The
owner’s have had great success not by their albdifynd ways to scare customers away,
but rather by winning customers over one by oned Rpple fosters relationships with
the community, the community leaders, and the ldeedinesses to ensure they stay
connected to the needs of the community. It igipedy this outlook that contributes to
the evolution of the company, getting better ommeesat a time, and expanding, one store
at a time. Learning the character of the commumigntifying the individual needs of
our residents, and applying our core principlesogaus to “customize” a clean, secure,
and well-imaged brand. Adding liquor sales iseaffert we are undertaking as a result of
this process. Our experience in a “grocery stbiat ®lso sells liquor” is immensely
important in our consideration. This is not altiyy fire experiment. This is an
undertaking that is met with confidence, experiefec®w-how, and the requisite skill
sets. Good judgment comes from experience. Thatave. As previously mentioned,
our location in the Bronzeville district implemedtgolicies and procedures that go
above and beyond the concerns addressed, includingales of malt liquors, fortified
wines and high gravity beers. No ordinance sayscaddn’t sell these items. We
decided to because of what we identified as proatem We also have professional
security on the premises, cameras inside and @taitt vibrant lighting. The policies
and procedures that are fundamental to that bisaresalso fundamental to Red Apple if
liquor is added. We have no intentions to dengythe integrity of the neighborhood,
because we care about the community and our Re¢eAppnd.. It is our desire to be
known as a respectable business and a staple metgbeborhood. Being known for the
quality of service we provide and for the professitsm and concern we show for our
customers, our neighbors, and our community isrpateat. That's why our clientele is a
higher caliber.



One of our business mottos is: we can look tqtst — we can see and learn from it, but
we can’t change it. When it comes to the future,can’t see it, but we can influence it.
Our experiences in operating successful businesghsstrong ties to the communities
they serve empower us to have the confidence imgddjuor to Red Apple’s product
line without fear of the store or community fallifgo disrepute. The goal is to become
a model for other stores, with or without liquas, lbok to us and ask, “what are they
doing right that we are not?” (including the Dongkis) We hope our message resonates
with those reading it, and more so, hope they $ee dedication we have to our
customers, their in-store experience, the commagitve serve. We appreciate the
opportunity to present our business plans at gréattgth, and we welcome any feedback
you may have.

Thank you.



