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2022 Economic Overview

» Spirits sector remained resilient in 2022
despite challenging external environment

U.S. supplier revenue grew 5.1 percent

U.S. volume grew 4.8 percent

13th straight year of market share gains

First time spirits take lead revenue share of
total U.S. beverage alcohol market
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U.S. is second largest spirits market in the world

Generates $200 billion in U.S. economic activity
annually

Supports around 1.7 million jobs through the
production, distribution and sale of distilled spirits
In the U.S.

In 2020, used 2.2 billion pounds of grains in
production of U.S. whiskey, brandy, rum, gin and
vodka
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Marketplace Trends
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Revenue Increased by $1.8B

Billions

Volume Increased by 13.9M

9-Liter Cases, Millions

®

4.8%
YOY
Growth

$35.8
5.1%
YOY
Growth
2021 2022

2021

Source: DISCUS Market Segmentation Database, IWSR, and various industry publications.

Note: Excluding Cocktails/RTDs, the spirits industry revenue grew by $1.2 billion (3.6%) while volume growth was flat.

2022

Main Drivers of
Spirits Growth

Premiumization in the
American Whiskey &
Tequila Categories

Spirits RTDs

Ongoing On-Premise
Recovery
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Spirits are experiencing their fastest growth two decades
Spirits Revenue, Total and Average Annual Growth
7.5%
6.7% e
Over the past 20
years, the spirit
industry’s

average annual
growth was 5.4%
compared to
7.5% in the past 5
years.

2003-07 2008-12 2013-17 2018-22

I Total Growth —®-—Average Annual Growth

Source: DISCUS Market Segmentation Database, IWSR, and various industry publications.
Note: Annual average rate is the simple average of year-over-year growth over each period.



Spirits Account for Over 42% of U.S.
Alcohol Industry Revenue in 2022

0-

Spirits
gained
7.8
percentage
points
over 10
years

2012 2017 2021 2022

Source: DISCUS Market Segmentation Database, IWSR, and various industry
publications.

Spirits Account for 38% of U.S.
Alcohol Industry Volume in 2022

_e

Spirits
gained
6.7
percentage
points
over 10
years

2012 2017 2021 2022



Spirits U.S. Market Share — Supplier Revenue

13 Points of Market Share Since 2000

Each point worth $890 million in supplier revenue

55.50%

51.30%

e 47.50%
43.60% 42.50%

35.40%

32.10% 33.30% 39.60% 41.30% 41.90%
15.70% 16.60% 16.90% 17.00% 16.70% 16.10% 16.00%
e ——

2000 2005 2010 2015 2020 2021 2022
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Spirits Wine Beer

Sources: Derived from industry financial reports, Beverage Information Group Handbooks, NABCA FOB prices,
DISCUS Brand Data and Council Estimates

Beer

2022

42.1%

Spirits

16%

Wine
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On-Premise Volume Rebounded Off-Premise Volume Held Steady
Year-Over-Year Volume Growth Year-Over-Year Volume Growth
53%
18%
001 . 2020 2021 2022
-44%
11

Source: DISCUS and IRI Scanner data.
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Hospitality Industry Employment is Down 750,000 Compared to Pre-Pandemic Levels
Annual Averages, Thousands
16,586 15,836
I ) i I
2019 2020 2021 2022
12

Source: U.S. Bureau of Labor Statistics, Current Employment Statistics



https://www.bls.gov/ces/
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Percent of restaurant operators who say they are likely to lay off employees
during the next 6-12 months if business conditions deteriorate and the U.S.
economy goes into recession.
63%
57% 57% 58% 58%
I I I 51% I I
Family dining Casual dining Fine dining Quickservice Fast casual Coffee $ snack
13

Source: National Restaurant Association, national survey of restaurant operators conducted November 2022



https://restaurant.org/research-and-media/research/economists-notebook/economic-indicators/total-restaurant-industry-jobs/

Consumer Trends

Key trends continue as consumers embrace at-home cocktails,
RTDs, premium spirits, and convenience, and return to dining out.
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Top 5 Spirits by Revenue
Billions (2021-22 Growth)

Tequila/Mezcal (17.2%)
American Whiskey (10.5%)

Brandy & Cognac RN (-12.3%)

Cordials (2.6%)

Source: DISCUS Market Segmentation Database, IWSR, and various industry

publications.
*Pre-mixed Cocktails, including spirits-based RTDs.

Top 5 Spirits by Volume
9-Liter Cases, Millions (2021-22 Growth)

Vodka (-1.5%)
Cocktails/RTDs* m (37.4%)
American Whiskey m(s_z%)
Tequila/Mezcal “(11.5%)
Rum M(-z.s%)

15



5 Fastest Growing Spirits by Revenue
2021-22 Growth Rate (Change in Revenue)

Coctalt/ s 5539
Tequila/Mezcal ($886 M)
American 0
Whiskey ($483 M)
Irish Whiskey ($91M)

Blended Whiskey ($60 M)

Source: DISCUS Market Segmentation Database, IWSR, and various industry
publications.
*Pre-mixed Cocktails, including spirits-based RTDs.

5 Fastest Growing Spirits by Volume
2021-22 Growth Rate (Change in 9-Liter Cases)

Tequila/Mezcal (3.1 M)

American Whiskey EWIA (1.5M)

Irish Whiskey M (256 K)

Blended Whiskey P2 (473 K)

16



Cocktails/RTDs*
$588 M

American Whiskey
$483 M

Source: DISCUS Market Segmentation Database, IWSR, and various industry
publications.
*Pre-mixed Cocktails, including spirits-based RTDs.

Tequila/Mezcal
$886 M

17



Total Spirit Revenue Rose 5.1%

Billions

$9.8

«J /0
-

+6.2%

$37.6

$35.8

2021

2022

Total Spirit Volume Rose 4.8%

9-Liter Cases, Millions

m Super Premium m

m High End Premium
|

Premium

m Value =

Source: DISCUS Market Segmentation Database, IWSR, and various industry
publications.

2021

2022
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2021-22 Change in Volume, 9-Liter Cases, Thousands

Tequila/Mezcal

American Whiskey

B Value Premium ™ High End Premium B Super Premium

Source: DISCUS Market Segmentation Database
Note: Labels for values under 250,000 are not shown
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Cocktail & RTD

Revenue Rose $588 M

Billions

$2.2

®

35.8%
YOY
Growth

2021 2022

Cocktail & RTD
Volume Rose 13.7 M

9-Liter Cases, Millions

®

37.4%
YOY
Growth

2021 2022

Source: DISCUS Market Segmentation Database, IWSR, and various industry publications; Market data

from IWSR.

Spirits are still a small
portion of the RTD market
Share of Market Volume

Spirits-Based

Wine-Based 13%
1%

20



Higher interest rates and inflation.

Inflation has slowed down toward the end of 2022 but still far above the
long-term Federal Reserve target rate of 2%. Federal funds rate that
stood around zero percent at the beginning of 2022 rose to 4.5% by the
end of the year (FRBNY). Better than expected growth combined with
tight labor market and strong wage gains would tilt the scale toward
more interest rate increases.

The economy did better than expected in 2022 dispelling fears of a

deep recession.

U.S. economy grew 2.1% in 2022 on the back of better-than-expected
personal consumption and business investment demand. IMF revised

up its 2023 growth forecast for the U.S. economy to 1.4% from 1%

(IMF). However, if fighting inflation proves difficult, tighter monetary
policies would lead to sharper slowdown in economic activity.

Meanwhile, overwhelming majority of CEOs expect a mild and shallow
recession in 2023 (CB). And projections from World Bank and Federal
Reserve Board point to a growth rate of around 0.5% (WB) (FRB). 21


https://www.newyorkfed.org/markets/reference-rates/effr
https://www.imf.org/en/Blogs/Articles/2023/01/30/global-economy-to-slow-further-amid-signs-of-resilience-and-china-re-opening
https://www.conference-board.org/topics/CEO-Confidence
https://www.worldbank.org/en/news/press-release/2023/01/10/global-economic-prospects
https://www.federalreserve.gov/monetarypolicy/fomcprojtabl20221214.htm
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Key Policy Victories &
Legisiative Priorities
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FEDERAL & INTERNATIONAL

Suspension of the United Kingdom'’s retaliatory tariffs on American
Whiskeys in the steel-aluminum dispute

Building support for relief for the hospitality industry’s recovery from the
COVID-19 pandemic

STATE

Cocktails to-go success in 5 new states bringing permanent states to 18

Secured wins on spirits RTDs in 5 states
Tax reduction and increased market access secured for spirits-based RTDs in Vermont
RTD studies in Maine, Maryland and West Virginia
Defeated limit for container size restriction in Nebraska

Secured direct-to-consumer shipping study in Maine

Alaska off-premise retail tastings enacted

Additional bottle sizes allowed in CT, KY and Ml

Passed or expanded distillery sales laws in lowa, Minnesota and New

Hampshire
24



FEDERAL

« Securing the permanent suspension of EU, UK, and U.S.
retaliatory tariffs on all distilled spirits

« Securing new tariff reductions for U.S. distilled spirits,
including the reduction of India’s 150% tariff on American
Spirits, particularly on American Whiskeys.

« Defending distilled spirits sector from federal tax increases
STATE

» Fairer tax treatment & increased access for spirits Ready-
to-Drink (RTD) products in the states

« Expanded marketplace modernizations including cocktails
to-go and spirits direct-to-consumer shipping

- ‘et

« Defending hospitality sector from state tax increases

25



Spirits Ready-to-Drink (RTDs):
It’s Time to CAN Outdated Alcohol Laws
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86% of consumers agree spirits RTDs should be sold where
beer/malt and wine RTDs are sold.

HYes mNo mN/A

Tremendous innovation and transformation in the RTD category accelerated by pandemic

Consumer demand for convenience and a growing market category are driving state
legislators to consider bills related to retail access and taxation for RTDs

86% of consumers agree spirits RTDs should be sold where beer and wine are available

for purchase
DISCUS survey found 62% of craft distillers are not producing spirits RTDs due to higher

tax rates
27



* Legislatures are looking at options to:
1) Create a more level playing field
2) respond to consumers demands
3) generate new tax revenues

* Current state action:

o CA. IN, NV (Clark County), NJ,
OK, TN, WA

o Enacted in: NV (Clark County)
* Previous Wins:

o lowa (2019); Mississippi
(2020/2021); Michigan (2021);
Nebraska (2021); Vermont
(2022)

28
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31 states permit grocery stores to sell spirits RTDs; 29 states permit it in convenience stores
45 states have higher taxes for spirits RTDs with the same or similar ABV as a malt/beer RTD

This makes no sense given a malt/beer RTD with 5% ABV has the exact same alcohol content
as a spirits RTD with 5% ABV. There is no difference.

Drinking responsibly and in moderation depends on how much you drink, not whether that
drink is made of beer (malt), sugar, wine or spirits
29



Destination Distillery
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* Website featuring a tourism-driven

experience and educational journey into the DEST[NATIVN

cultural heritage and history of spirits in
America. -DISTILLERY -

* Spirits enthusiasts can explore: crcrvorse__ I N

* Iconic distilleries & up-and-coming
ones

* 40+ State-by-state trails a
. . DISTILLERIES & S =
* Economic impact of spirits industry by BY SPIRIT

erican Whiske American Whiskey
Bourbon Rye Tennessee Whiskey
State

° Important sites connected to the
history of distilling & spirits in our

country o

American Whiskey
Tennessee Whiskey

* Search by state/city database of
established spirits trails and local distilleries

A e 7 :
* Unifier for the spirits industry and ultimate N (R | / \
destination for those interested in planning X, & | \ y
= 31
Gin

a spirited journey

Single Mait Agave Spirits Brandy
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& TOURISM

) ECONOMICS

AN OXFORD ECONOMICS COMPANY

Economic Impacts of Distillery Tourism
in California, New York, and Texas

Michael Mariano
Head of Economic Development

February 2023
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DIRECT ECONOMIC IMPACTS



Direct Impacts — Visitor Spending
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Total Visitor Spending by Non-Local
Overnight & Daytrip Distillery Visitors

CA 1.0M visits > $238.9M
NY 1.7M visits > $348.2M
X 2.0M visits 2> $396.0M

@ TOURISM ECONOMICS
36



Visitor Spending by Industry - Texas

=

$96.9M
7 \q FOOD & BEVERAGE
L @) g Distilleries, full-service
restaurants, fast food,

L banquet sales

$396.0M - )
TOTAL SPENDING BY @

NON-LOCAL
DISTILLERY $69.2M
VISITORS RECREATION

Entertainment/performance
venues, theaters, amusements,
other recreation

==

$88.4M

LODGING

Hotels, motels, short-term
rentals, and other lodging

=0
$60.7M

TRANPORTATION

Taxis, buses, parking, public
transportation, ride share,
gasoline

an
A

$80.8M

RETAIL

Souvenirs, general
merchandise,
malls, local retailers

@ TOURISM ECONOMICS
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TOTAL ECONOMIC IMPACTS



Economic Impact Model Framework

©

Direct
Business
Sales

On-Site & Off-

site spending

by visitors to
distilleries

Indirect
Business
Sales

Distilleries’
purchases
from supplier
industries

i

Induced
Business
Sales

Distilleries’
employee
spending in
the local
economy

>

@iﬁ'

Total
Economic
Impact

Total business
sales in the
regional
economy

& TourisM EcoNomICS
39



Total Economic Impacts - California

6 3 Q
7 5 B>

$238.9M $417.8M 2,800
Visitor Total Total
Spending Economic Jobs
Impact Supported

ko

$117.9M

Total
Labor
Income
Generated

@ TOURISM ECONOMICS
40



Total Economic Impacts — New York

2 & & &

$348.2M L TARAY 3,600 $163.2M
Visitor Total Total Total
Spending Economic Jobs Labor
|mpact Supported Income
Generated

& Tourism economics
41



Total Economic Impacts - Texas

% O R

\ $396.0M $715.2M 6,200  $191.8M
Visitor Total Total Total
Spending Economic Jobs Labor
Impact Supported Income
Generated

& Tourism economics
42



Fiscal (Tax) Impacts - California

%) =

$39.2M + $35.2M = $74.5M
Federal State & Local Total
Tax Tax Tax
Revenues Revenues Revenues

@ TOURISM ECONOMICS
43



Fiscal (Tax) Impacts — New York

& fizl

$51.7M + $64.4M = $116.1M
Federal State & Local Total
Tax Tax Tax
Revenues Revenues Revenues

@ Tourism Economics
44



~ Fiscal (Tax) Impacts - Texas

\
2] i

$48.1M + $35.9M = $84.0M
Federal State & Local Total
Tax Tax Tax
Revenues Revenues Revenues

@ Tourism econon



THANKYOU

Michael Mariano

Head of Economic Development
mmariano@oxfordeconomics.com
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Spirits Industry Committed to

(© RESPONSIBILITY.ORG

Preventing Underage Drinking

CURRENT UNDERAGE DRINKING

DI ACROSS 8TH, 10TH AND 12TH GRADERS

(Numbers in Percentage)

. 3 35 34
33 33 30 - -
26 26
2
= 20 20 17 18 20
1 14
10 9 10 . . 8 8 10 7 i
"13 "4 15 16 "7 ‘18 o | 20 21 ‘22
@8 @10TH @12TH

ussesssuusussITEReEsIBEIROSOINSSUSEROSS R— DECADE DECLINE oo

@ vy @) G ()

1274 GRADERS

¥28%

Source: NIDA, Nationst v Use from Orwg Trends in J022: Fiadings Reteased”
Monitering Do Future: Ana Arbar, M1 12/1022 Mtp //warm manitoringthefutere ey

n RESPONSIBILITY.ORG

UNDERAGE BINGE DRINKING

DLV ACROSS 8TH, 10TH AND 12TH GRADERS

(Numbers in Percentage)

22
19
17 17 17
16 14 14
L 13 o 12 13
10 10 9 4 10
5 5 P 3 6
4 3 - 4 A 3
2
"13 "4 15 16 17 ‘18 19 ‘20 il ‘22

@8t @10TH @ 12TH
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Source NIDA, Nateas from *Natenst Tremds in 2022
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Manitaring the Future. Aan Arbor, ML 12/2022 Mp //www mosrtecingthetuturs oy

n RESPONSIBILITY.ORG
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Underage Drinking Prevention [6) RESPONSIBILITY.ORG

Responsibility Initiatives

LY,

Ask, Listen, Learn: Kids and Alcohol Don't Mix ) Q
* Celebrates its 20th anniversary in 2023 @ : ,M

* Reached more than 171M students, educators, and
families since launch in 2003 .
* Continues to adapt to evolving educational and - SHAPE o renm
social demands

 Cannabis module
* SEL foundations e ML .
. . . . il r 4

* Videos available in Spanish Leskning fodon

~ \
Emetionsl Weliness for Mare '3 ’ ).‘ )
[

= Kids and alcohol don’t mix.

EDUCATORS

health. moves. minds.

Comnected Classrooms

e Aligns with strategic partners to help empower kids 7
to make healthy lifestyle choices g

We Don't Serve Teens
e Successfully relaunched in November 2022
e Supported by more than 70 leaders in the beverage

DONTGIVE &\ 20'
UNDERAGE,_. 2 (W

alcohol industry within all three tiers in addition to DRINKINGa
non-profit, and like-minded organizations ‘ i
* Earned coverage in The Guardian (US), PR Week, Fox | & WebomBerTesasins

5 Atlanta, and Newsy.

49



Spirits Industry Committed to RESPONSIBILITY.ORG

Eliminating Drunk & Impaired Driving

* Drunk driving fatalities have decreased 26% since 1991, and 45% since 1982.

* In 2020, alcohol-impaired driving fatalities accounted for 30% of the total
vehicle traffic fatalities. And 30% of driver fatalities in motor vehicle crashes involved
a driver who tested positive for drugs.

* High-risk impaired drivers continue to wreak havoc on our nation’s
roadways accounting for 70% of drunk driving fatalities.

*  Among persons under 21, drunk driving fatalities have decreased almost
78%, increasing 25 percent in 2020 from a record low level of 904 in 2019.

Drunk Driving Deaths Increased 14% in 2020

22,000 i
. w traffc fatalities involves
Y D N TRENDS !
2 e .o SINCE1982  SINCE1991 | SINCE 2011 a drunk driver
= 18,000 L o () - -
B .o m $45% B 36% [ 18%
@ @

14,000 [ ]
®
14,000 ®s e

:
a
H
= ° P LS m
g - P oe .
3 12000 o 9.856 /
2 [ ] L ]
< | .

10,000 Sel 0,0

————

8,000

P B B P P o P P 0 P 0 0 P P 0 P 0 P Tt 8
. R - I . . Together, we can end impaired driving, and it will take everyone and effective and proven solutions.
Together, we can end impaired driving, and it will take everyone and effective and proven solutions.

[6] RESPONSIBILITY.ORG EP—— [E] responsiBILITY.0RG
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