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The LeBO
at a glance
THE LIQUOR CONTROL BOARD OF ONTARIO REGULATES THE PRODUCTION. IMPORTATION. DISTRIBUTION

AND SALE OF ALCOHOLIC BEVERAGES IN ONTA RI O.

The LCB is th e largest sing le purch aser of bever age alco ho l in th e world , buying win e, spir its and beer

fro m more tha n 60 co u n t r ies fo r O n ta r io co ns u me rs a nd licen sees.

T o pr ovid e thi s se rv ice, th e L 13 ope ra tes five regi onal wareh ou ses th at su pply 596 sto res ac ross nt ar io.

Through thi s integrated di stribution and retailing network , nearly 5,000 pr oduct s ar e availabl e to

co ns u me rs eithe r by direct purchase o r by spec ia l o rde r. C ustome rs ca n a lso obta in th ou sand s m ore pr od ­

uct s not regul arl y list ed in nrar io throu gh the L 13 Pri vat e St ock o rde ring program.

The L 130 also ope ra tes fou r sta nd-a lo ne Vin tages ou tle ts, which offe r co ns u me rs a wide selectio n of pre­

mium wines, spir its and beer s. Vintages pr oduct s ar e al so available in six Vintages boutiques a nd sp ecial

sec tio ns of 135 regul ar LCB O sto res . They ca n also be o rde red throu gh an y L 13 ou tle t. More than 500

add it ional pr emium prod uc ts ca n be o rde red fro m eac h ed it ion o f the Vintages Classics Catalogu e.

In partn er ship with th e L 13 , esta blishe d retail ers ope ra te 86 agen cy sto res in co m m u nities w itho ut lar ge

eno ug h popul ati on bases to su p po rt regular LCB stores.

For air tra vell er s, th e L 13 o pe ra tes tw o duty- fr ee sto res at T erminals I a nd2 at Pear son Internati on al

irport.

T he LCB also regul at es th e sa le of pr oduct s throu gh 436 Brew er s Retail sto res , 28 on-s ite br ewer y sto res,

330 winery sto res, tw o di still ery stores, II land border-point duty-free sto res , and duty-free o pe ra tio ns at

Pear son Internati onal T erminal 3 and a t O tt a wa In ternation al irport.

In th e inter ests of co ns ume r p rotecti on , th e L 130 co nd uc ts a pprox ima tely 180,000 tests on 9,200 di ffer ent

alc oh oli c bever ages eac h yea r. This Q ua lity ssu ra ncc tes t ing ens u res th at a ll pr oduct s so ld by th e L 13 ,

nrar io winery sto res a nd Brewers Retail sto res co m ply with th e fed eral Food and Drug Act, as well as th e

LCB 's high sta nda rds for quality and ta st e.

FOR FURTHER INFORMATION ABOUT LCBO PRODUCTS AND SERVICES. CALL THE LCBO TOLL-FREE

INFOLINE AT 1-800-0NT -LCBO (668-5226). IN METROPOLITAN TORONTO. CALL (416) 365-5900

OR VISIT THE LCBO'S TWO INTERNET SITES: http://www.lebo.eom (OUR CORPORATE HOME PAGE).

AND http://www.vintages.eom (THE VINTAGES WEBSITE) • •
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LeBO
Board of Directors,
1995-1996

THE DIRECTORS OF THE LCBO, LIKE THOSE OF OTHER PROVINCIAL GOVERNMENT AGENCIES , BOARDS

AND COMMISSIONS, ARE APPOINTED BY THE SITTING GOVERNMENT THROUGH ORDER-IN-COUNCIL.

APPOINTMENTS, USUALLY FOR A THREE-YEAR PERIOD , ARE SOMETIMES RENEWED.

ANDREW S. BRANDT: APPOINTED CHAIR AND CHIEF EXECUTIVE OFFICER FEBRUARY 6, 1991.

'o w in his second three-year term as both C ha ir a nd E , M r. Br andt ca me to th e L B

a fte r a long and di stingui sh ed ca ree r in both th e pri va te a nd publi c secto rs . H e began hi s

publi c-ser vice ca ree r in Sarnia, where he se rved o n C ity o u nc il for a lmos t a d ecade,

including three terms as m ay or. In 1981, he was elec te d to th e nta r io Legi slature as IPP

for Sarni a a nd became , success ively , Parliamentary ss ista n t to th e lini st cr o f Lab our,

Mini st er of th e Env iro nme n t, a nd lini st er of Industry a nd Trad e. In 1987, he w as named

Lead er o f th e nt ari o Progressi ve o nsc rva t ivc Party, a post he held until 1990. In th e pri vat e secto r , Mr. Brandt

ran a success fu l musical in strument business for m an y yea rs . H e is a lso a n ac t ive and award -winning vo lu n tee r

in seve ra l co m m u n ity o rg a n iz a t io ns.

CHANTAL HAAS: APPOINTED VICE-CHAIR MAY 15, 1995.

Is. H aas o w ns a nd o pe ra tes a successfu l T o ron to -b ased multilingual human resources

o rga n iz a t io n , Bilingual Plus In c., which spec ia lizes in Fren ch, E nglish , Span ish a nd Japan ese

pla cements. In ad d it io n to leading her business, she parti cipates acti vel y in T oronto' s Fren ch

co m m u n ity . Ms. H aas ha s been a two-t erm presid ent of Le Cercle ca nad ie n de T oronto.

Sh e is a m ember o f th e Board of I ir cct ors of th e Fren ch C ha m be r o f o rn rnc rce ( ntari o)

a nd Vi ce-Presid ent o f Publi c Rel ati on s for W omen Entrepren eurs o f Ca na da . Ms. H aas is

al so a ati onal Board Director with th e A ssociation o f Professional Pl acement ge nc ies & Cons u lta n ts a nd is a n

ac t ive m ember o f th e Employm ent & St a ffin g Services A ssociation o f an ada. She has in spired man y yo u ng women

e nt re p re ne u rs th rough her ex te ns ive in vol vement with th e Ste p A hea d a nd Ste p-Up m en toring p rograms.
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RAJULA ATHERTON: APPOINTED OCTOBER 7,1994.

Mr s. th erton brings to th e L 130 wide ex pe rience in in cr ea sin gly respon sibl e finan ce

and ad m in ist ra t ion positi on s with th e Jovernment of O n ta r io , including th e Addicti on

Resear ch Foundation , fro m 1972 until 1988. In 198 she left th e gove rn me n t to become

a partner, with her hu sband , in a public accounting firm, Atherton and Atherton , a nd

in a g ra pe - fa rm ing ope ra tio n , Atherton Vineyards. Mrs. Atherton ha s a lso d esigned

o rga n izat iona l st rategies to pr ovid e cu ltu ra lly appropriate cli ent se rvices and em ploy­

ment eq u ity. Sh e is acti ve in co m m u n ity se rv ices suc h as the United Way a nd th e W omen's Rural Econ omic

Development rgani zati on.

ORRIN O. BENN: APPOINTED SEPTEMBER 8 ,1994.

Mr. Benn ha s m an y yea rs of ex pe r ie nce in m arketing management positi on s in pack aged

goods co m pa n ies, m ostl y with H eublein In corporated, wh er e he rose to be Direct or o f

Marketing of th e International Bev erage Group. Ju st pri or to joining th e LCBO Board ,

Mr. Benn was a Member , Board of G overnors, E xh ibit ion Pl ace, where he was C ha ir of th e

Audit Com m ittee. H e cu rre ntly teach es in te rna tio na l tr ad e and ma rk eting a t Sen eca Co llege.

M. SHARON BRODERICK: APPOINTED DECEMBER 12 , 1991.

TO W in her seco nd term on th e L B Board, Ms. Brod eri ck is a member o f th e Fa culty of

Bu sin ess at Brock Universit y in St. atharines, wh ere she tea ch es Markcting , onsu me r

Beh aviour and o m m u n ica tio ns Studies co u rses . Sh e a lso se rves as a m ember of th e Board

o f ro vcr nors of th e St. a tha r ines G en eral H ospital.

GERALD J. CHARNEY: APPOINTED MAY 4 ,1995.

A full -time labour arbitrat or with mor e th an 30 years of expe rience in labour law, Mr. C ha rney

has hi s ow n firm , harney Arbitration s, a nd is a lso Vi ce- hair o f th e rown E m ployees

G rieva nce Settlement Board. H e has se rve d as a fac ilita tor/me d iator on behal f of th e O nta rio

gove rn me nt in th e restructuring of Igoma St eel , th e A lgo ma c nrra l Railway and Spruce

Fall s Lumber. As a lon g-time w ine co llec to r , Mr. harney ha s a spec ia l interest in th e mer ­

cha nd ising of bever age alcoh ol and in in cr easin g co ns u me r kn owled ge ab out th ese products.

VERNON C. PARRINGTON: APPOINTED SEPTEMBER 8 , 1994.

Mr. Parring ton brings to th e L 13 Board th e expe r ience o f a 30 -yea r ca ree r in lab our

rel ati on s a nd wo rk place technolog y, m ostl y in th e automoti ve and aerospace industries.

U ntil his retirement in 1990, he se rve d in a number of positi on s in th e U n ited Au to W orker s,

including Assist ant to th e Vice Presid ent a nd , lat er, th e a nad ia n Auto W orkers, where he

fini sh ed hi s ca ree r as Director o f th e Sk illed Trad es Department. H e ha s handled g rieva nces

at a ll level s, sa t o n arbitration panels, mediated disputes, and helped d evelop and up grade

apprenticeship a nd tr aining programs for workers on behalf o f th e provin cial Skilled Trade Advisor y Boards.

Mr. Parringt on is now on th e board o f Te ra ne t, which ove rsees a ll land regi strati on s and titles in ntario. •
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BUCKING THE TREND

DID YOU KNOW ...

OUR NET SALES

INCREASE OF

5.5 PER CENT IN

FISCAL 1995-96

OUTPERFORMED

ALL OTHER

CANADIAN LIQUOR

JURISDICTIONS.

A record-
breaking year

AT 1 1 A.M . ON MARCH 28 , 1996 , LCBO TREASURER ELSPETH GAUKRODGER TOUCHED ONE KEY ON HER

COMPUTER - AND HISTORY WAS MADE.

Sh e tr an sfer red 10 million to the Gove rn me n t o f nt a r io 's o nso lida ted Revenue Fund, bringing th e

LCB 's tot al t ra ns fe r for th e 1995-96 fiscal yea r to 680 million.

T ha t's the lar gest sing le one-ye a r tr an sfer eve r, su rpass ing th e pr eviou s record of fiscal 1991-92 by 5 million.

It is a lso a 50 milli on in cr ease over the previou s fiscal yea r, a nd $95 milli on more than in fiscal 1993-94.

(Thisfigure solely represents profitsf rom sales; it does not include the 183 million in Provin cial Sales Tax sent

to the Government by the L eBO du ring the fisca l year. Th e total paym ent of$863 million represents the larg est

single revenu e sourcefor the Ontario Go uemment. )

The LCB wa s C a nad a's most pr ofitab le com pa ny of 1995, acco rding to the Finan cial Post.

In th e influentia l bu sin ess m aga zine' s rankings of th e nati on's top 500 co m pa n ies , th e L B

placed first in pr ofits with a margin of 35.6 per ce nt, ba sed on th e LCB 's 1994-95 fiscal yea r.

The LCB al so rank ed second in return on in vest ed ca pita l, third in return on sha re ho lde rs'

eq u ity, and seventh in net in come.

What's mo re, th e L B ou tpe r fo rme d al l othe r a nad ia n liquor jurisdicti on s. ur net sa les

were up 5.5 per ce n t in fiscal 1995-96. By co m pa riso n, sa les in man y othe r pr ovin cial liquor

jurisdi cti on s wer e fla t.

The LCB 's in cr ea sed sa les and record-breaking tr an sfer s co me at a time when th e pr op orti on

o f in come C a nad ia ns spe nd on beverage alcohol co ntin ue s to d ecline: fr om a littl e ove r five per

ce n t o f th e av erage hou seho ld budget in 1981 to about three per ce nt in 1994 (th e most recent

Stat istics C a nad a figures ava ilable).

H ealth anada co n fi rms th e cha nge in Canadian drinking habits: onl y 72.3 per ce n t of those su rve yed in

1995 d escribed th emsel ves as "current drink ers," co m pa red with 77.7 per ce n t in 1989; ntario rep orted

th e g rea tes t drop, fro m 77.6 per ce nt to 69.4 per ce n t.

The d ecr ea se in alc oh ol co ns u m ptio n is tied in part to th e aging population - people tend to drink less as

th ey ge t o lde r - as well as to incr eased mod eration , as soc iety reject s drinking and dri vin g and othe r forms

o f alc oh ol abuse.

W earing ou r regulat ory a nd soc ia l respon sibility hats, we naturally su ppo rt th e resp on sibl e use of th e

product s we se ll. But wearing ou r ret ail hat, we must work hard to optim ize th e amount of m on ey we

turn ove r to th e provin ce.
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r"Great service, very pleasant personnel.

Attractive displays. Excellent variety. A-l!"

S U GGESTION CARO FR OM I. BRUNET , WAWA.

IMAGE AND REALITY

T oday th e L B is in a minorit y positi on w he n it co mes to the sa le of bever age alcoho l in th e pr ovin ce.

W e cu r re ntly accou nt fo r less th an 40 per ce nt of th e rou ghl y 5.6 billion a n n ua l bever age mark et in

ntari o. The rest is so ld by Brewer s Retail In corporated (BRI) sto res (37 per ce nt) , winery sto res (two per

ce nt), U-brew s a nd othe r legal cha n ne ls (eight per ce nt ), and th e ill egal mark et (es t im ate d 14 per ce nt).

So, th e reality is a littl e differ en t fro m th e im age o f th e L B still held by m an y peopl e. W e a re n ' t a

m on opol y, except fo r spi ri ts, a p rod uc t ca tego ry th a t is only recen tly show ing sig ns of recover y a fte r

m an y yea rs of stead ily d eclining sa les ; we have lot s of co m pe tit io n, both legal a nd illegal. W e a re n' t

recess io n pr oof: ou r sa les, lik e th ose of m an y othe r maj or ret ail er s, a re a ffec ted by sw ings in co ns u me r

co nfide nce a nd th e ava ilability of di sp osable in come.

The L 130 ha s faced th ese realiti es and over come man y cha llenges to achi eve thi s yea r's ou tsta nd ing

fin an cial performan ce. W e're no t ju st su rv iv ing in th e m or e co m plex a nd co m pet it ive nineti es ­

we're thri vin g.

As th e a na lysis on page 35 ex pla ins, in fisca l 1995-96 we not on ly co nt in ue d to in cr ease the value of ou r

sa les by 5.5 per ce nt; fo r th e second yea r in a row, we post ed in cr eases in sa les volume. The tot al number

of lit res so ld g re w by nearl y seve n per ce n t, with all three m aj or p rod uct ca tego ries sho w ing sig n ific a n t

ga ins . O u r wine bu sin ess was up 4.2 per ce nt, th e second co nsecu tive yea r of g ro w th afte r vo lu me

d eclines during th e six pr evious years. LCB beer sales co nt in ue d th eir pace-setting double-digit

g ro w th - up 11.5 per ce nt ove r th e pr eviou s yea r. Most enco u rag ing was th e 3.3 per ce n t ga in in spir it

sa les - th e fi rs t vo lu me in cr ease in thi s batter ed but vita l ca tego ry in seven yea rs.

THE STORY BEHIND THE SUCCESS
ow, non e o f thi s ju st happen ed. In fac t, th e e ffo rt behind this yea r's performan ce reall y sta rted in 1987.

T ha t's when we d ecid ed to refocu s th e mand at e of th e L 13 : what had traditi on all y been a co n t ro l­

oriented distributor wou ld become a custome r- foc used retai ler.

ew se n io r m an agers with ex te ns ive ex pe rience in ret ailing wer e brou ght in a nd th e tr an sformati on

began. A co m men t mad e at th e tim e was th at cha ng ing th e L B wo uld be lik e tr yin g to turn a ro u nd

a n ocea n lin er.

Fast forward to 1996: the 69-yea r-o ld sh ip has not on ly turned , it is sa iling in th e right direction , w ith

man y of th e sa me se n io r managers w ho cha r ted th e co u rse st ill a t th e helm. By introducing a number

o f retailing initiati ves, whi le simultan eou sly co nt ain ing its ope ra ting cos ts , th e L 130 ha s ac h ieve d a

level of pr ofitabi lit y unm at ch ed in a nada .

COMBINED EFFORTS ON MANY FRONTS
The mod ern , clean and appea ling sho pping en ironmen ts we've crea ted in ou r 596 sto res a re one key facto r

in th e L B 's success . Bu t m an y ret ail er s w hose sa les we re n 't sat isfacto ry in fiscal 1995-96 also have

att rac t ive sto res. There' s m ore to ou r banner yea r: excit ing a nd im agin ati ve m arketing and mcrch andi s­

in g programs; a broad array o f cus to me r se rvices bas ed o n co ns u me r research; exte nsive and inten siv e

sta ff training in product kn owled ge and in relating to cus to me rs . O u r co m bine d effo rt s on all th ese

fr on ts ha ve helped th e LCB live up to its mandate to be "a cus to me r-focuse d a nd pr ofitabl e retail er

of beverage alco ho l ...."
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Guided by mark et resear ch , we've upgrad ed and rel ocat ed a number of ou r sto res, a nd w he re we've

ren ovated, add ed refri ger a tion o r ex pa nde d se rv ices and se lec tio n, we' ve see n in cr eas ed sales and a

healthy payba ck on ou r in vestmen t. T ail oring di ffer ent sto re formats to th e requirements of indi vidual

co m m uni ties has pr oven eq ua lly success fu l, a nd a n important part o f th e L CBO 's ove rall st ra tegy in

co nt ro ll ing ex pe nses .

An other maj or reason for th e LCB 's retail success in 1995-96 wa s its Shop the World integrat ed mer chan­

di sin g pr ogram. Launch ed during th e pr eviou s fiscal yea r, the program highlights th e LCB O 's internati onal

pr oduct selec tio n. Shop the World ca me into it s ow n in fiscal 1995-96 with four " wo rld eve nts" : Taste the

World of Beer in lay/] un e, Shak e it Up! in Jun e/] uly, Oli in July / August a nd Th e Wines ofOntario in

Oc to be r/ ove m be r.

These the me pr om oti on s ha ve been ent h us ias t ica lly recei ved by o u r cus to me rs. A nd in eac h case, th e

fea tu red products ha ve en joyed g rea tly in cr eased sales . (Fo r detail s see pa ge 26.)

T he LC B began offe ring cred it a nd debit ca rds a t se lec te d sto res in mid -1 994. By th e fa ll o f 1995, th ese

pa ym ent optio ns we re ava ilable in all ou r sto res . This ad de d co nven ience al so co n t r ibu ted to th e LCB O 's

st ro ng sa les performance.

The fir st -ever ope ning o n a Su nd ay, December 24, helped boost LCB net sa les during the cruc ia l holiday

period by 5.4 per cen t ove r December 1994, representing a n ad d it io na l $5 milli on in profi ts.

T he n th er e' s th e co nt ributio n of ou r ret ail training pr ograms - man y of th em jointl y pr esented by ou r

su pplie rs a nd industry tr ad e g ro u ps. It 's no co inc ide nce th at fo llow ing th e in tr oducti on of ou r That 's the

Spirit! p roduct kn owl ed ge and cus to me r se rv ice t ra in ing program , sa les o f total di still ed spir its in cr eased

for th e fir st time since 1989.

But th e bottom lin e isn 't th e on ly m ea sure of success a t th e LCB . Eq ua lly important is ou r ability to help

pr ot ect th e health a nd sa fe ty o f all nta r ian s. H er e aga in, 1995-96 was a good yea r. Both th e number of

challe nges a nd refusal s a t ou r stor es wer e up co ns ide rably ove r th e pr eviou s yea r. (Fo r d etail s see page 29.)

DID YOU KNOW •••

LCBO SPIRIT SALES BY

VOLUME INCREASED

FOR THE FIRST TIME

IN SEVEN YEARS IN

FISCAL 1995-96.

WHAT THE PUBLIC THINKS
O u r effo rts to better se rve th e publi c hav e not go ne unnoti ced. W e know fr om ou r ex te ns ive

cus to me r research th a t th e public lik es and va lues what th e L B is d oing. The vas t maj ori ty

of th e letter s, faxes, E-m a il m essages and ph on e ca lls we recei ve is also co m plime n ta ry . The

sa me is true of th e m an y suggest io n ca rds cus to me rs fill ou t at ou r sto res .

Publi c opin io n poll s sho w that more peopl e than eve r think we're doing a pretty good job ­

that we a re both pr ofitabl e and soc ia lly responsibl e.

The LCB ha s also receiv ed nearl y 40 awards since 1990, m any won by Retail St or e D evelop ­

ment and Corpo ra te Co m m u nica tio ns for exce lle nce in th eir fields. Alm ost all of th ese hon ours

ha ve been achi eved throu gh co m pe tit io ns, m an y of th em ope n to both th e publi c a nd pri va te

sectors, so me in te rn a tion al in sco pe .

When one looks at th ese awards, at the record t ra nsfe r paym en t, ou r performance co m pa red to othe r

liquor jurisdi cti on s, ou r Financial Post rankings, ou r sta nd ing w ith th e publi c, ou r successes in m od erni z ­

in g , ou r ab ility to implement our st ra tegic plan in a co m plex a nd cha ng ing m ark etpl ace, one ca n see wh y

we beli eve we ca n co m pete w it h the best.

ne ca n see wh y fiscal 1995-96 was in m an y ways th e best of times .
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r"Your selection is the best in the world."

SUGGESTION CARD FROM M. KUHN , WATERLOO.

RETAILING IN A "FISHBOWL"
While th e pr o vincial gove rn me nt 's planned m od erni zation review o f beverage alc oh ol retailing and

di stribution w as not initi at ed during th e fir st yea r o f it s m and at e , th e issu e wa s fre q ue n tly d eb at ed in th e

m edia a nd elsew he re : when would th e review co m m issio n be appo inted? what opt io ns would be co ns ide red,

and what would be th eir impact o n selec t io n, pri ces, publi c health and sa fe ty? what ha s been th e impact o f

pr ivati zation in A lberta?

This d ebate wa s kept in th e publi c eye, at least in part, by a hi gh-profil e adve rt is ing ca m paig n by th e

nt ari o Liquor Boards Em ployees' U nio n ( LB E ) a nd by uni on effo rts to ge t muni cipal co u nc ils to pass

anti- p riva ti za ti on resolu tion s.

W hi le th e d ebate has bee n ex te nsive , like th e review process it self, it is far from o ve r. In fact, by yea r 's end

both were st ill takin g sha pe .

n important a n no u nce me nt ca me in May of 1996, during th e gove rn me n t's fir st budget sta te me n t, wh en

Finance Mini st er E rn ie Ev es a n no u nce d plan s to es tab lish a spec ia l C abine t Com m ittee o n Pri vati zati on,

which he wou ld cha ir.

This is a no the r ste p in a pr ocess whi ch , acco rd ing to th e gove rn men t it sel f, will be o pe n and co ns u lta t ive ,

with ampl e o ppo rtu n ity for a ll interest ed parties, including th e L B a nd it s em ployees , to co nt ribu te

id ea s a nd o pin io ns o n how to co nt in ue to moderni z e beverage alcoho l ret ailing in nta r io .

T he gove rn me nt u nd erstands the need to st rik e a ba lance between soc ia l resp o nsib ility and profitability ,

as th e L 130 ha s d on e in th e pa st.

It al so recogni zes th a t an y sig n ific a n t cha nge to th e L B ret ail a nd di stribution sys te m would have a

major impact not o n ly o n nt ario winer ies and th eir sto res, but a lso th e di still ers a nd th e b rewers,

parti cularly Labatt and Molson who, a lo ng with Sleeman, o w n th e Brewers Re ta il sto re network.

In sho rt , it is a co m ple x issu e, with far -rea ching impli cation s.

At th e LCB w e look forward to being part of th e review pr ocess, and to working with all sta ke ho lde rs

to d ev el op a "made in nta r io" plan that m eet s both th e gove rn me nt's a nd th e publi c's goa ls a nd expec ta ­

tions. W e ha ve a nu mbe r of sound id eas w h ich w e bel ieve co u ld make the LCBO eve n more effec t ive ,

profitabl e and resp onsive to nt ario' s beverage alc oh ol co ns u me rs , while co n t in u ing to protect th e interest s

and sa fe ty o f th e public.

OPERATIONAL AGENCY REVIEW
W hi le the modernization revi ew wa s sti ll pending, t he LCBO was includ ed in a nother revi ew p roc ess.

s part o f its ove ra ll d efi cit reducti on st ra tegy , th e gove rn me nt initiated reviews o f it s 75 o pe ra t io na l

agen cies, including th e L CB . This peration al A gen cy Review ( R) pro cess w as a n no u nce d in th e

Fall 1995 Econ omic Statement. The L B 's 0 R wa s undertaken ea r ly in 1996 by sta ff fro m Manage­

m ent Boa rd of abin et and ot he r mini stri es, along with an independent retail co ns u lta nt , who exa m ine d

a ll division s of th e LB.

This team co m pa re d th e L B to ot he r m od ern ret ail ers, d ra w ing o n m an y ex ist ing LCB stu d ies .

M an y of th e team 's recommendati on s m at ch up well w ith o u r ow n plans for co nt in u ing to improve o u r

retail netwo rk, in-sto re m erchandising and ove ra ll custo me r se rv ice .

W e plan o n cu tt ing $41.9 milli on in spe nd ing in th e 1996-97 fiscal yea r , a nd an other $ 13.9 milli on th e yea r

after that, in o u r dri ve for m aximum effic ie ncy and cos t-effec t ive ness .
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W orking with ou r su ppliers, we plan to reduce ou r investmen t in wa re ho use and store in ven tor y by abo ut

$30 million , w hile sti ll kee pi ng ou r sto res adeq uate ly stoc ked throu gh supply-c ha in imp rovem ents and

ex pa ns ion of ou r cons ig nme nt pr ogram .

The Bott ling a nd Processin g Plan t now ope ra ting in the T or on to W ar eh ou se will be shu t dow n as a cost­

sav ing m easure. This is ex pec ted to be co m pleted by Se pte m be r of 1996, w he n ex isting bu lk in ventori es

will be ex ha usted.

I HAVE SEEN THAT CHANGE CAN AND DOES CREATE ALL KINDS OF NEW POSSIBILITIES FOR THE LCBO, ITS

EMPLOYEES AND ITS CUSTOMERS. I HAVE ALSO SEEN THAT INVESTMENTS IN THE LCBO STORE NETWORK, IN

TECHNOLOGY AND IN STAFF TRAINING ARE BOTH PROFITABLE AND BENEFICIAL. I BELIEVE TODAY'S LCBO

IS A VALUABLE AND VALUED PUBLIC ASSET.

H ead office adm inistrat ive ac t iv it ies a re bein g reviewed , to in cr ease effic ienc ies and reduce cos ts by

$8 million over two yea rs. W e have reduced ou r ca pita l budget by m or e th an $ 12 million ove r two fiscal

yea rs . Retail a nd d ist ributio n ac tiv it ies a re also being exa m ine d to id enti fy additi onal pr oducti vit y ga ins

and sav ings . The latter w ill be m ad e eas ie r by the recent sign ing of a new, m or e flexible tw o-year co llective

bar gainin g ag ree me nt between th e L B and th e nt a rio L iq uo r Boa rds E m ployees' U nion.

OUR COMMITMENT TO EXCELLENCE
The Le BO is co m m itte d to ac h iev ing sav ings witho ut cu tt ing th e hi gh level of se rv ice ou r custome rs

ex pec t fro m us. W e w ill a lso ens u re a ny cha nges do not reduce ou r ability to ge ne rate revenue for the

gove rn me nt a nd peopl e of n tari o in a soc ia lly resp on sibl e manner.

Prior to the O pe rat iona l Agency Review, we had esta blishe d three ben chmarking pr ogram s, exa m in ing

ad m in ist rat ion, cus to me r se rv ice a nd su pply-c ha in m an agem ent (the pr ocess of ge tt ing pr oduct s to ou r

store shelves). These internall y-dri ven reviews wil l help us becom e eve n more effic ient, cos t-e ffec tive and

cus to me r-focuse d . In additi on to reducin g ou r cos ts, th ey will help us ach ieve ou r tr an sfer tar get of

$68 5 m illi on for fiscal 1996-97.

I ha ve been LCB O hair and C hief Executive O ffice r for m or e than five years. In thi s tim e, I' ve co me to

resp ect , a pprec ia te a nd va lue th e ability of L B em ployees to m eet a cha lle nge; to tak e fu ll ad vantage of

an oppo rtu ni ty; to be flexibl e and respon sive to chang ing eve nts, circ ums tances and marketplace tr ends.

I ha ve see n th at cha nge ca n and does crea te all kind s of new possibiliti es for th e LCBO, its em ployees and

its cus to me rs. I hav e also see n th at in vestments in th e LCB O sto re network , in technolog y and in sta ff

tr aining a re both pr ofitable a nd ben efi cial. I beli eve roda y's LCBO is a va luable and va lue d public asse t .

With th e su ppo rt o f th e Board of Direct or s, m an agem ent and sta ff o f th e LCB O , I wi ll do eve ryth ing

possib le to ens u re th e LCB O co nt inues to be a reliable, cos t-e ffec tive and soc ia lly resp on sibl e source of

revenue for the O nta rio gove rn me n t. W orking with gove rn me n t, th e O L BE U and ou r tr ad e partner s,

th e LCB O will co nt inue to crea te an in cr easin gly positi ve sho pping ex pe rie nce for ou r cus to me rs . •

ANDREW S. BRANDT ,

CHAIR AND CHIEF EXECUTIVE OFFICER

JULY, 1996
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DID YOU KNOW •••

SMUG GLE D LIQUOR

AND ILLEGALLY

MADE WI NE SIPHON

OFF AN ESTIMA TED

14 PE R CENT OF

THE $5 . 6 BILLION

ONTA RI O BEVERAGE

ALC OHO L TRADE.

Illegal alcohol:
the battle rages on

SOME PEOPLE THINK THAT BUYING ILLEGAL ALCOHOL ISN'T REALLY A CRIME.

Bringing ba ck a few ex t ra bottl es fro m th e U.S. in th e g love co m pa rt me nt. Bu yin g a ju g of che a p red

win e fro m th e industrial co m plex in th e subu rbs. Going to t he bar tha t sel ls sho ts at very low pri ces for

"s pec ia l cus to me rs".

Wha t 's th e harm in taking adva ntage of a bargain ? It' s ju st a fo rm o f ta x revolt, isn't it ?

Who d oes it hurt ?

W ell , it isn 't th at sim ple . It isn 't th a t innocent. Bootl eg booze ca n a nd d ocs hurt us all. Illi cit

a lco ho l is a well -organi zed , multi -million d oll ar bu sin ess , with a so ph ist ica ted underground

producti on , di stribution and sales network that reach es into co m m u n it ies throu gh out O nta rio.

The LCBO es tim ates that 14 per ce n t of th e $5.6 billion O nta r io beverage alc oh ol trad e is

being sipho ne d off by th e bla ck m ark et. That 's nearly $8 00 milli on a yea r - about $500 milli on

in sm uggled liquor a nd $3 00 milli on in ill egall y mad e wine.

If these pr oduct s wer e so ld throu gh th e LCBO, Ontari o' s Trea sury would ge t a pp ro xim at ely

$475 million for hospital s, schools and roads. In stead it goes to sm uggle rs who also deal in drugs,

weapon s and other co n t raba nd . Profits fr om sm uggling and bootl egging o fte n su ppo rt othe r,

sometimes vio le n t c r imes.

NOT A VICTIMLESS CRIME
cc d more ev ide nce that ill egal alc oh ol isn't a vict im less c r ime ? C ons ide r th ese fact s:

• C rim ina ls don 't pay tax es on th eir ill -gotten gains. But th ey d o co m pe te with hard -working taxpayers for

acc ess to limited public resources and ser vices.

• Smuggling and ill egal manufacturing threaten th ousands o f jobs in th e bev erage alcohol trad e and

associat ed industri es su ch as agri culture, bottling, transportation and warehousing.

• Law-abiding bar and restaurant owner s and th eir em ployees must co m pe te against others who flout th e

law and pock et ill egal pr ofits fr om bootl eg booze.

• Sei zed ill egal alc oh ol test ed by th e LCB Quality Assuran ce Laboratory is ofte n found to co nta in che m­

ical and organi c impurities. Bootl eg wine is often made, stored and shipped under unsanitary co nd it ions .

• And ill egal operators d on't ca re if th ey sel l to und erage o r intoxi cated indi vidual s.

11 OUR BEST YEAR EVER



r"lwant to take this opportunity to acknowLedge the support

and co-operation our industry has received from the LCBO,

particuLarly over the past year, to drive Ontario wine saLes."

LETTER f R OM BRU CE WA LK ER , CHAIRMAN , ONTARIO WINE COUNC Il.

AN UPHILL BATTLE
The L B is doing all it ca n to stem th e flood o f illega l alcohol in Ontario - but it 's a diffi cu lt battl e for

se ve ra l reason s.

For sta rte rs, too man y peopl e believe that illegal alcohol is a victimless c r ime, a view fu ell ed by h igh taxa ­

t ion levels on d omestic produc ts - 83 pe r cent for sp ir its, 66 per ce n t for beer and 64 per cent fo r wine.

With hel p from th e m ed ia, we have clarifi ed thi s mi sconception to so me d egree, but th e re is st ill a lon g

way to go.

Second ly, w hi le our in vest iga to rs have mad e th e la w en fo rce me nt com m u n ity mo re aware of th e se rious­

ness of th e illegal a lcoho l probl em in ntari o, resources are lim ited ; pr ovincia l and municipal police forces

ca n not a lways g ive ill egal alcohol th e attention it d eser ves.

T hi rd ly, t he pe na lti es for smugg lin g and ill ega l manufactu ri ng we re t raditio na lly so lig ht that c rim inals

co u ld sim ply chalk th em up to the cos t o f d oing bu sin ess. H owever, with amendments to th e Liquor

Licence Act proclaimed o n Jo ve rn bc r 17, 1994, pena lti es we re st iffened co ns ide rably. T he maximum fin e

for indi vidua ls quad rupl ed fr om 25,000 to 100 ,000; th e ma ximum fin e for corporation s in cr ea sed fro m

100,000 to $2 50,000. These toug he r fin es sho u ld act as a g rea te r d et errent to sm uggle rs and illegal manu ­

facturers.

Fourthly , when th e mark et for illegal c iga re ttes dried up, man y sm uggle rs sw itc he d to a lco ho l to repl ace

lost profits.

A PRODUCTIVE YEAR
Despite th ese pr obl ems, fiscal 1995-96 was ve ry pr oducti ve for th e five-man L B in vesti gati ve unit.

They laid a tot a l o f 303 cha rges under th e L iquor Licence Act, a nd made 79 se iz u res worth a tot al o f 10.5

millio n - almost matching th e ta lly for th e two pr evi o us yea rs co m bine d .

But as th e inv esti gators th emsel ves point out, en fo rce ment ope ra t ions don 't alwa ys fa ll neatly into rep orting

period s - in vesti gat ion s ca n last well ove r a yea r, fr om th e fir st intelli gen ce rep ort to th e arrest of sus pec ts

and seiz u re of goods . The tr end to more co m plex , but ultimately more rewa rding inv esti gation s is g ro w ing,

as en fo rce me nt agen cies focu s on sh u tt ing d own th e larger ill icit networks.

The Ill ega l Alcoh ol T ask Force (I ATF), founded by th e I B in 1992 to marsh all resources a nd focu s

a tte n t io n on th e ille gal a lco ho l problem, has d evel oped a more co m pre he nsive a nd co-ope ra t ive approa ch

to findin g a nd a r res t ing cr im ina ls w ho t ra de in ill egal alcoho l.

This g ro u p, m ad e up of en force me n t office rs fro m the RCMP, th e PP, the nt ari o Mini st ry of F ina nce,

Re cn uc a na da, a na da ust orn s, as we ll as th e LCB a nd Liquor Li cen ce Board , m eet s regul arl y to

sha re in formati on a nd pla n st ra teg ies . The LCB also is a membe r of th e rim in al Int elli gen ce Se rv ices

of nrario ( IS ), w h ich helps ou r in vesti gat ors stay on to p of th e latest d evelopments in c r ime an d

cr ime fighting .

I uring th e yea r , LCB in ve ·t iga to rs we re ca lle d u pon to hel p tr ain th eir co lleagues in a nada ustoms

a nd th e R MP ( o rn wall a nd Kin gston d et achments) in th e id entifi ca tion of ill egal spirits. ur in vesti ­

ga to rs a lso took part in L B di spl a ys a t t ra de a nd co ns u me r shows in Toro nto, Peterborough a nd

tt a wa , to ex pla in th e health and soc ia l cos ts of ill egal alcoho l.
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The Quality Ass u ra nce Lab orat o ry d id its par t by a na lyz ing sa m ples of 1,163 se ized product s in th e 1995

ca lend a r yea r, to help det ermine the ir makeup and o r ig in . (P ro jec t io ns for 1996 suggest thi s number will

a t least doubl e.)

NO MORTAL BLOW

W e wo u ld lik e to rep or t th a t ou r ma ny se iz u res a nd g row ing number o f co nv ict io ns, ou r co lla bo ra t ive

effo rts w ith law en fo rce me nt part ne rs, and ou r public ed uca t io n effo rts ha ve d ealt a m ortal blo w to the

illegal tr ad e. But d espi te some encouraging sig ns in d omesti c spirit sa les, we' re o nly se iz ing a frac t io n of

th e illi cit a lco ho l th at 's peddled here; we' re on ly a pp re he nd ing a handful of the crim ina ls in vol ved.

T hat's wh y in Fe b rua ry, 1996, ou r C ha ir in vit ed th en Cons u me r a nd Com me rc ia l Rel a ti on s Mini st er

o rma n W . Ste rling a nd Deputy M in iste r St ie n K. Lal to visit LCB Loss P revention & Sec u rity and

di scu ss ad d it iona l ways th e Gove rn me nt of O n tar io co u ld help fight the problem.

At Minister Ste rl ing's request, the LC B has since made a num ber of recommen dation s o n ways to fu rt he r

co mbat sm uggling and illegal w ine manufacturing .

W hateve r po lic ies o r legi sla t ion a re even tua lly adopted, t he LCB w ill keep wo rk ing w ith its poli ce pa rt ­

ner s to stem the flow of smuggled liqu or and illega lly made w ine. W e beli eve ou r cus to me rs dese rve noth ­

in g but the bes t p roducts we ca n offe r - a ll tested fo r safety - a lo ng with a ll t he custome r se rv ices th at a re

now part of the L B shopping expe rience.

A nd we beli eve that O ntar io dese rves the revenue from liquo r sa les - no t the o rga n ized ga ngs behind an

$800 milli on black ma rket. •

DID YOU KNOW •••

THE LCBO QUALITY

ASSURANCE

LABORATORY

CONDUCTED 180,000

TESTS ON 9,200

DIFFERENT PRODUCTS

LAST YEAR

TO ENSURE THEY

WERE SAFE.

SAMPLES OF 1,163

SEIZED PRODUCTS

WERE ANALYZED

TO DETERMINE

THEIR MAKEUP

AND ORIGIN .
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Changing
with the times
YOU DON'T HAVE TO BE VERY OLD TO REMEMBER WHEN LCBO STORES WERE DREARY AND FEATURElESS,

WITH HARDLY A BOTTLE IN SIGHT. INSTEAD, YOU MADE YOUR SELECTIONS FROM "PRICE BOARDS" WHERE

CODE NUMBERS, BRAND NAMES, SIZES AND PRICES WERE LISTED.

You filled out a fo rm with a dull , stu bby pen cil, paid a cas h ie r, and waited for a clerk to hunt d own th e

pr oduct s of you r cho ice .

Ther e wa s littl e pr oduct in formation ava ilable and eq ua lly littl e cus to me r se rv ice . You may ha ve left feeling

yo u had d on e so meth ing not quite resp ect abl e , th ank ful perhaps th at th e sto re was on a sides t ree t so me­

wh er e. You ma y eve n ha ve hidd en you r br own paper bag, not wanting to be see n in publi c with ev ide nce

of you r "de ba uc he ry ." H ardl y a plea sant ex pe r ie nce .

For its fir st 40 yea rs , th e LCB wa s esse nt ia lly a di stribution o pe ra t io n. W e bou ght th e pr oduct s fr om

manu facturers at home and ab ro ad. W e put th em into sto res acr oss th e provin ce. W e all owed cus to me rs

to g ive us th eir mon ey. And that was abo ut it .

THE TRANSFORMATION BEGINS

W e' ve co me a lon g way since then . O u r fi rs t se lf-se rv ice sto res a ppea red in 1969, a nd by th e m id -80s most

of the 600 - plus sto res in ou r net work had made the cha nge. H owever, d isplays we re limi ted a nd the re was

st ill ve ry littl e sto re a m bie nce o r pr oduct merch andi sin g a nd in for m ati on.

The next big wa ve of cha nge began in 1987, w he n we co mm itted ou rse lves to becoming a di ffe rent sort of

o rga niza t io n . T h is was partl y becau se the new co m pe tit ive env iro n me n t requ ired us to cha nge a nd partl y

because we wa nted to cha nge.

Some peopl e a re su rprised to hear us talk abo ut co m pe tit ion. They wo nde r how a mono po ly lik e th e LCB

ca n have a ny co m pe t it io n . The tr u th is, we ha ven' t been a m on opol y for so me tim e. In fact, we se ll less

than 40 per ce n t o f th e beverage a lco ho l bou ght by nt ari an s. W e co m pe te w ith Brewer s Retail In c.;

ntario winer y sto res ; on-s ite br ewer y and di still er y sto res; and othe r liquor jurisdi cti on s, suc h as Q ue bec ,

li chi gan a nd ew York Sta te . W e a lso ha ve fier ce co m pe tit io n fr om th e black m ark et - yo u ca n read

m ore abo ut that o n page II.

W e knew ou r fut u re d ep en d ed on ou r becom ing a m od ern , cus to me r- foc used ret ail er w h ile maintaining

a n eq ua l foc us on soc ia l respo ns ib ility. O ur cus to me rs we re becoming m ore kn owl ed geabl e a nd di scri mi ­

nating ; if we wa nted to keep pace w ith the grow ing co mpe tit io n, we wo u ld ha ve to a tt rac t th em to our

sto res a nd a tisfy the m once they got the re.

Thi s m eant majo r cha nges in ou r retail pr acti ces. Becau e alcoho l ca n be harm ful w he n used irresp on sibl y,

we co u ld n 't use a ll th e tool s pri va te-sector retail er s use to in cr ease sa les . But the re were man y things we

could d o to mak e th e L 130 shopping expe r ie nce much mo re en joya ble, w h ile encou rag ing resp on sib le

use of ou r pr oduct s. So we set out to m ak e ou rse lves th e ret ail er of choice fo r bever age a lco ho l in nt ari o.
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TAKE A LOOK AT US NOW
ur fi rs t foc us was on the ph ysical a ppea ra nce of ou r sto res . W e wa nted to make the m a tt rac t ive, in vit ing

pla ces to sho p, where cus to me rs co u ld browse, look at product lab el s a nd informati on and m ak e th eir

ow n se lec tio ns . W e had already removed the co u nte rs th at had sepa rated cus to me rs a nd staff a nd m ad e

us see m aloof. But we wa nted to go fu rthe r. W e wa n ted design co nsiste ncy fro m sto re to sto re, lik e most

quality re ta il cha ins, to g ive a clea r a nd a ppea ling co rpo rate iden tit y to ou r ret a il ope ra t io ns .

W e ca me up with a new pr ogram ca lled IMAG E, w hich initiall y targeted abo ut 100 key stores for u pgrad es.

Some wer e relocated , so me tot all y ren ovat ed ; a ll we re d esign ed with barri er -free access, sim ila r layou ts,

she lv ing, sig nage, placement of p rod uc ts a nd othe r me rc ha nd ising fea tu res th at wou ld m ak e the m att rac­

t ive, pleasan t a nd co nve n ien t.

W e added re fri gerated di spl ay cases, wine ch ille rs, custome r se rv ice d esk s to pr ovid e informa tion , g ift

ce r t ifica tes , spec ia l occ as io n permits, as well as che q ue-cash ing a nd refund/ex ch an ge se rv ices . And we've

introduced a va rie ty of ot he r innovati on s - m an y of the m in resp on se to cus to me r request s. These we re

m or e th an cos me tic ; th ey've resulted in bet ter serv ice a nd g reate r co nve n ience to ou r cli entele , a nd more

e ffic ient o pe ratio ns .

OUR EFFORTS TO UPGRADE STORES AND MAKE THEM MORE ATTRACTIVE AND CONVENIENT HAVE NOT GONE

UNNOTICED. SINCE 1990, WE 'VE WON 13 AWARDS FOR STORE DESIGN , ALL IN COMPETITION WITH PRIVATE

SECTOR RETAILERS. THIS YEAR ALONE , WE WON SIX AWARDS , INCLUDING A COVETED RETAIL COUNCIL OF

CANADA STORE LAYOUT & DESIGN AWARD FOR OUR NEW MANULIFE CENTRE STORE.

Sho p pe rs found th e new store env iro n me nts a refr eshing cha nge fro m the fir st ge ne ra t io n of self-se rv ice

sto res - a nd light yea rs a way fro m co u n te r sto res . Furthermore, we soo n fo u nd tha t IM AG E sto res ge ne r­

a ted higher revenues afte r ren ovati on s. This mean t a n upgrad e wo u ld quickl y pay for it sel f a nd the sto re

wo u ld th en co nt r ibu te m o re to ou r bottom lin e.

ve r tim e, we se lec te d m ore sto res for IMAG · m ak e-overs; now th ere a re nearl y 150. W e also d eveloped

a T ot al St or e pack age, a less extens ive ren ovati on plan for othe r stores . ow, almos t a ll ha ve the co rpo ra te

"s ta m p" of clean, m od ern d esign , co ns iste nt di spl ays, a nd easy- to - rea d sig nage .

A STORE FOR EVERY SITUATION

This updating didn 't m ean m aking all ou r sto res ex ac tly th e sa me . W e knew it was important for th em to

meet th e need s of th e co m m u nit ies and population s th ey se rve - a nd th ese va ry w idely ac ross th e pr ovin ce.

W e began d eveloping differ ent types of sto res to m eet differing need s. Al on g with ou r regular sto res,

th ese include:

• full -service sto res, offe ring 2,500-3,000 pr oducts a nd a ll L B se rv ices . So fa r, we have four: on Q uee ns

Q uay a nd in rossr oads Pla za in T oronto, a nd one each in dow nto w n Kingst on a nd t tawa;

• mini -stores in hi gh -tra ffi c sho pping a reas, o ffe ring target ed selec tio ns of th e m ost popular br and s; th ere

are now nin e in tota l;

• 177 co m bina tio n stores th at se ll a fu ll va r ie ty a nd size ran ge of domesti c beer , as well as regu lar L B

stoc k, in a reas w he re th er e a re no Br ewers Ret ail sto res;

• 86 agency sto res, o pe ra te d in partn er ship w ith es ta blished ret ail ers in co m m u n it ies not large eno ug h to

su ppo rt regular stores;
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DI D YOU KNOW •••

IN PARTNERSHIP

WIT H ESTABLISHED

RETAILERS,

WE OPERATE 86

AGENCY STORES

I N COMMUNITIES

WIT H POPULATIONS

TOO SMALL TO

SUPPORT REGULAR

LCBO STORES.

r" ... three LCBO stores in the Toronto area - Queens Quay,

Crossroads and the new Manulife Centre store have educa­

tional programs ... real seminars and courses offered by

Vintages wine consultants who have grown apace in wine

literacy, and more important, enthusiasm."

DAVID LAWRASON , WINE WRITER, GLOBE AND MAIL .

• fo ur Vintages stores, six bou tiqu es a nd 135 Vin tages sectio ns in regular LCB sto res, offe r ing m o re

th an 1,500 fin e w ines, spir its a nd beer s;

• seaso na l sto res in resort a reas w it h large su m me r popula tion s; a nd

• du ty- fr ee sto res at inte rnat io na l a irpo rts a nd land -based border points.

O u r effo rts to u pg rad e stores a nd m ak e the m more att rac t ive and co nven ie n t ha ve not gone unn oti ced.

Since 1990, we 've wo n 13 awa rds fo r sto re des ig n, a ll in com pe t it io n w it h pri vat e secto r ret ail ers. Thi s

yea r a lo ne, we wo n six awa rds, in cluding a coveted Ret ail Cou nc il of a nada Sto re Layout & D esign

awa rd fo r ou r new Manulife Ce n t re sto re .

Wi th so m an y di ffer ent fo rm ats, the re's no one ty pica l LC BO sto re a ny more . Bu t a ll ha ve im portant things

in co m mon: pr oduct s target ed to local tast es a nd p refe re nces; di spl ays t hat a re both eye-ca tc h ing a nd ed u ­

ca t io na l; staff w ho a re read y, w ill ing a nd able to di scu ss pr oduct cho ices w ith customers a nd offe r adv ice

w he n need ed ; a ran ge of co nve nie n t paym ent o ptions, including cred it ca rds and direct paym en t; a nd m any

more custome r se rv ices to mak e yo u r sho pping ex pe r ie nce co nve nie nt a nd en joyable .

That 's a fa r cry fro m the o ld d ays ... w h ich is ju st th e way we lik e it. .
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Making
the (up)grade
IN THE FIRST FOUR WEEKS AFTER THE LCBO'S RELOCATED WOODBRIDGE STORE OPENED IN DECEMBER,

1995, SALES WERE UP 62 PER CENT OVER THE SAME PERIOD THE YEAR BEFORE.

Manager Bob Bayli ss was n' t su rp r ised . "We're g iv ing th e cus to me rs what th ey want - what th ey feel they

deser ve," he said at th e tim e.

What th e cus to me rs wanted , according to LCB mark et stud ies, was a larger, better located sto re that

would provid e improved selectio n and se rvices to thi s co m m u nity ju st north o f Metro T or onto. And th ey

go t it. The new sto re is on W est on Road, a main traffi c artery in th e heart o f W oodbridge' s retail di strict ,

with 140 per ce n t mor e se ll ing space th an th e sto re it rep laced , 1,000 m or e brands, a beer co ld room , m ore

parking , m or e cas h regi sters, ex te nde d hours, barrier- fr ee access and g rea te r ove rall visibility . In keeping

wi th the L 13 's co m m itme nt to se rv ing ni ch e market s - in thi s case W oodbridge' s large It ali an co m m u­

nity - th e sto re stoc ks eve ry Itali an red wine, white wine, ve rmouth , g ra ppa, brandy and cognac ca r r ied

by th e LCB ,a nd has an Ita lian -sp eaking pr oduct co ns u lta nt o n staff. T en othe r sta ff members al so

spea k It ali an.

When so me peopl e sa w th e 62 per ce n t sales in cr ea se, th ey doubted th e sto re co u ld con tin ue a t th at clip.

A nd th ey were right.

By th e end o f th e fiscal yea r, th e figures had actua lly improved: up 72 per ce nt for th e last quarter o f 1995­

96, co m pa re d to th e sa me period in fiscal 1994-95 . Sal es rose eve n higher in th e fir st quarter o f 1996-97.

And it 's not as if thi s bu sin ess was sipho ne d fr om othe r LCBO sto res . Sales in th e local trading a rea we re

up 23 per ce n t at t he end o f th e fiscal year.

E xpe rience has pr oved tim e and aga in that when th e L 13 up grad es a sto re, it s sa les in cr ease. This holds

true whether th e sto re is ren ovat ed , rel ocated , o r ha s a beer co ld room ad de d .

At seven sto res rel ocat ed o r ren ovat ed in 1995-96, incr ea ses during th e fiscal yea r ranged fro m three per ce nt

to W oodbridge' s 72 per ce nt. th er ren ovati on s of not e during th e fiscal year: Stittsville, near O tt awa, (sales

up 24 per cent), Yon ge Street in orth York (up 2 1 per ce nt); LaSall e Boul evard in Sudbury (u p 13 per cent);

a nd T or onto 's Manulife ent re (up II per ce nt at th e end of th e fisca l year, and up 30 per ce n t for th e fir st

quarter of 1996-97).

Each proj ect was d esign ed to improve cus to me r se rv ice ; in cr ease revenue fr om g rea te r margins, reduced

ex pe nses or both; m aintain th e L B 's ph ysica l asse ts ; a nd provide barri er -free access. These objec tives

ha ve all been m et .

IMPROVEMENT COSTS QUICKLY RECOUPED
Surveys co nd ucted by th e LCBO a nd ou ts ide agen cies co ns iste ntly sho w th at cus tome rs like upd at ed

LCBO sto res a nd th e product s and se rv ices th ey o ffe r. This ge ne rally leads to sus ta ine d in cr ea ses in sa les,

whi ch m eans costs associated with ren ova tion s, upgrad es and ex pans ions are quickl y recover ed .
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r " Bra ndt has transformed ... the old LeBO stores,

making them upbeat and customer-friendly."

ARTICLE FROM THE NOVEMBER 1995 FINANCIAL POST MAGAZINE , NAMING

LCBO CHAIR ANO CEO ANDREW S. BRANDT ONE OF CANADA 'S TOP 200 CEOs .

n ave rage, I lAG E up grad e cos ts a re recouped in u nd er two yea rs; bee r co ld room addi t io ns in un d er

three; a nd m an y othe r m a jor ren ovati on s in less than five yea rs. T he pay bac k co mes from in cr eased sa les

- a nd fro m oppo rt u n it ies crea ted fo r ge ne ra ting o the r typ es of revenue. Fo r exa m ple, su pplie rs now pay

for g ua ra nteed e nd -a isle di spl ays a nd othe r higher-profi le space in ou r IMA , E sto res .

The sa les incr eases tha t follow a to re up grad e a re no temporar y phe nome no n; in most cases, they co n tin ue

yea r afte r yea r. A nd o nce they've repaid th eir cos ts, ren ovat ed sto res sta rt bringing g rea te r pr ofits to th e

G overnment o f O nta rio, to help pay for important soc ial and ca pita l pr ogram s. That 's a win for all of us

as ta xpayers, a nd for a ll ou r custo me rs, since up grad es mak e th e LCB sho pp ing ex pe rience more co nve ­

ni ent a nd enjoyable .

N OT EVERYONE UNDERSTANDS WHY THE LCBO SPENDS MONEY ON CAPITAL IMPROVEMENTS. BUT LIKE OTHER

MAJ OR RETAILERS, WE HAVE TO SPEND MONEY TO MAKE MONEY. OUR STORES HAVE TO BE WELL DESIGNED ,

W EL L MA I NTAI N ED AN D WELL LOCATED, MATCHED TO CUSTOMER REQUIREMENTS AND EXPECTATIONS.

You m ay wo nde r w ha t cus to mers do w hile the ir sto res a re closed fo r renovations, often fo r seve ra l wee ks

o r m onths. Tha t 's so me th ing th e LCB O thinks of too, a nd we d o eve ry th ing we ca n to minimi ze any

in convenien ce during ren ovati on s. In Eto bico ke, for exa m ple, we se rve d cus to me rs ou t o f a 50-foot tr ail er

sto re in th e parking lo t du ring five week s of ren ova tion. Since it re-op en ed in Octobe r, 1995, the store's

sa les ha ve been u p 10 pe r ce nt ove r the year be fore.

Fifteen co ld room s we re in st all ed in LCB O co m bo sto res during fiscal 1995-96 (a nd two othe rs add ed in

ren ovated o r reloca ted LCB sto res in Sud bu ry a nd Sr it tsv ille). These wa lk - in co ld rooms bring seve ra l

adva ntages to ou r sto res . Most im po rtantl y, they g ive custome rs a "one-stop-s ho p" fo r ch illed, read y-t o­

se rve beer. Thi s ge ne ra tes in cr eased cus to me r t raffic, which boosts sa les not on ly of beer , but of wine a nd

spir its as w ell. n average, ove ra ll sa les in th e sto res th a t in stall ed co ld rooms thi s fiscal yea r wer e up

seven pe r ce nt. nd becau se cases of beer a re stac ke d on the floo r, read y fo r pick -up by custome rs, we

reduce handling cos ts a nd staff ca n spe nd more tim e se rv ing cus tome rs.

BIG RETURNS FROM MINI-STORES

ot eve ry ca pita l pr oj ect in 1995-96 was a n u pgrad e of a n ex ist ing sto re . W e also ope ned th ree new mini ­

sto res wh er e no LCB sto res had ex isted befor e, and co nve rte d sto res in Sa rnia a nd oba lt to mini -formats

to match cus to me r traffi c patterns. Mini -stor es ar e usually 1,500 to 2,000 sq ua re feet - less than half th e

size of a typi cal sto re - loca ted on m ain st ree ts or in bu sy mall s; they carry 300 to 600 popular brands,

co m pa red to th e 1,500-2,000 found in most IM A E sto res . Mini -stor es may be sma ll in size, but th eir sales

performance ha s been nothing sho rt o f towering.

Cons ide r th e Beach. Resear ch told us th at peopl e in T oronto' s eas t-e nd Beach di stri ct wanted a sto re

on the bu sy st re tc h o f Queen Street th at runs pa rall el to th e Boardwalk alo ng Lak e nt ari o. W e found a

sm a ll sto re fro nt, ren ovat ed it - and since o pe n ing in D ecember , 1994, sales per sq ua re- foot ha ve ri vall ed

ou r best sto res an ywher e. The sto re has al so won seve ra l design a wa rds, a nd been recogni zed fo r its

co m m u nity se rv ice .
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W e expect our new mini -sto res ope ned thi s fiscal yea r to per form eq ua lly well. nc is loca ted w ith in a

Bay sto re in downtown T or onto; o ne is in a we ll- t rave lle d underground passageway ju st ou ts ide th e

Yon ge-B1oor subway sta t io n; and one is in a n Asian-theme mall in Markham , d esign ed with th e tast es

and pr efer en ces of th e C h inese- anadi an co m m u nity in mind, and staffed by em ployees wh o a re eq ua lly

comfortable se rv ing custo me rs in Eng lish, C a ntonese o r Mandarin.

Lik e th ey say, good things co me in sma ll pa ckages.

MANULIFE A HIT WITH CUSTOMERS - AND OTHER RETAILERS

o sto ry on LCB sto re up grades in 1995-96 would be com ple te without discu ssin g ou r new Manulife

ent re sto re on Bloor Street in T or onto, which re-op en ed after ren ovati on s ju st in tim e for C h ristmas.

Reconfigured for roda y's sho ppe rs , m al e and female, it offe rs a wealth of inform ati on ab out beverage

alc oh ol , food a nd ways to co m bine th em. The sto re a nd it s d emon strati on kitch en ha ve been a hit w ith

cu stom ers - in one recent su rvey , 92 per ce n t of peopl e in ter viewed sai d th ey a pproved of th e red esign.

As not ed pr eviou sly, sa les are up II per ce nt ove r last yea r, a nd g ro w ing ; it s \ in tages sec tio n is up a

resounding 250 per ce nt. ve rall sa les in th e tr ading area a re up 17 per ce nt ove r last yea r.

The sto re ha s also been recogni zed by th e retail co m m u nity, winning th e Ret ail ou nc ilof a nada's 1996

Excellence in Retailing a wa rd fo r sto re d esign a nd layout, in th e large sto re catego ry - aga ins t co m pe t it io n

from th e pri vat e sec to r ac ross anada. ot on ly is th e sto re ex pec te d to pay ba ck its in vestment in a fairl y

sho rt tim e fram e - it 's a fertil e testing g ro u nd for retailing co nce pts th at co u ld eve nt ually ex te nd to othe r

LCB sto res .

DID YO U KNOW •••

THE LCBO WAS ONE

OF THREE FI NALI S TS

NOMINATE D FOR

THE PREST I GI OUS

RETAIL COUN CI L OF

CANADA "IN NOVAT I VE

RETAIL ER OF

THE YEA R" AWARD

I N 1996.

T otal ca pita l sp ending in fiscal 1995-96 wa s approximatel y $12 million - $9 million o f th at for

ren ovati on s, rel ocati on s a nd othe r up grades, suc h as new di spl ay units a nd sig ns . Another $3

million wa s spe nt on m ainten an ce. W e'll be spe nd ing $7 million o n sto re- rel a te d ca pita l

improvements in fiscal 1996-97, including mini -st or e o pe n ings in Barrie a nd T o ronto,

a nd rel ocati on s/upgrad es in Barrie, Iississaugn (2), Kanata a nd Sud bu ry .

Tot eve ryo ne understand s w hy th e L B spe nds mon ey on ca pita l improvements. But lik e

othe r m aj or ret ail ers, we ha ve to spe nd m on ey to m ake mon ey. O u r sto res have to be well

d esign ed , we ll m aintained a nd well locat ed , m at ch ed to cus to me r requirements a nd ex pecta­

tion s. They sho u ld refl ect th e quality of th e pr oduct s we se ll. They sho u ld be barrier fr ee, so

tha t cus to me rs w ith di sabilities ca n shop as eas ily as a nyone else. They sho u ld ha ve fac ilit ies

fo r m ech ani zed unloading , so that ou r staff ca n spe nd less time handling cases and m or e time

se rv ing custo me rs.

In o the r words, ou r sto res shou ld be eve ryth ing ou r custo me rs want th em to be, wh er e th ey

want th em to be. They shou ld also prove a sound in vestment, and sto re up grades are d oing

ju st that. •
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Learning from
our customers
LIKE ALL PROGRESSIVE RETAILERS, THE LCBO WANTS TO SERVE ITS CUSTOMERS WELL; TO OFFER THEM

THE PERFECT BLEND OF PRODUCTS AND SERVICES; TO HAVE THEM LEAVE OUR STORES FEELING GOOD ABOUT

THEIR SHOPPING EXPERIENCE AND LOOKING FORWARD TO THEIR NEXT VISIT.

This wi sh list has dri ven th e tr an sformati on of the L B fr om di stribution -oriented bureau cr acy to cus ­

to me r-focused retail er. Since 1987, ou r Mark eting Research depart m en t has been pr oviding man agement

with th e a ns we rs to th eir m ost pressin g questi on s: What d o roday's L eB cus to me rs wan t, and how ca n

we better se rve th em ?

T o find ou t, Marketing Research has co nd uc te d m ore than 100,000 per son al interviews with cus to me rs;

a no the r 280,000 have co m plete d su rveys in ou r sto res.

These interviews and questi onnaires hav e yielde d a pri celess lod e of informati on that has helped us make

th e right managem en t dec isio ns - to wo rk sma rte r a nd m or e effic iently, a nd improve th e way we se rve

ou r cus to me rs .
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TWO TYPES OF LCBO SHOPPERS

O u r resear ch er s ha ve id entifi ed at lea st two primary types o f LCBO sho ppe rs, both of w ho m we wo rk hard

to sa t isfy . So me kn ow exac tly wh at th ey wa nt to bu y a nd wa nt to ge t in a nd out quickl y. But m an y ot he rs

have told us th ey wa nt e n te rta in me nt a nd in form ati on as wel l as co nve n ie nce . T hey wa nt to br owse, to

learn , to sam ple, to di scu ss.

W e've devel op ed sto re la you ts a nd m er ch andi sin g st ra tegies th at su it both types of custome rs . O u r w ide

a isles, bold sig nage a nd co ns iste nt p ro d uct di spla ys help th ose in a hurry find the ir p rod uct of cho ice ;

plenty of chec ko u t co u nte rs a nd cas h ie rs ens u re th ey ca n pa y fo r it j~l st as qui ckl y. For the b rowser s,

we offe r in -store ta stings a nd ta sting not es, recipes a nd othe r in formati ve d isplays a nd li ter ature, food­

mat ching de monst ra t io ns a nd spec ia l eve nts . These include ou r Shop the World the me pr omotion s, w h ich

co m bine most of th ese elements, a lo ng with music and in -store co ntests, to create a fu n, d yn amic sho pping

ex pe rie nce .

Mer ch andi sin g a nd sto re-des ig n improvements aren 't th e on ly cha nges th at have ta ke n pla ce a t th e L 13

ove r th e last d ecad e. Co nside r th e cha nges in ou r em ployees. o t too lon g ago, ou r co rpo ra te cu lt u re di s­

suade d staff fro m recommending one pr oduct ove r a no the r. C us to me rs we re pr ett y mu ch o n the ir ow n

wh en it ca me to choos ing pr oduct s.

Productselection 8.5

Overall satisfaction 9.1
with visit

Ease of finding 8.6
what you wanted

LCBO stores were rated
out of 10 on the follow­
ing criteria:

But cus to me rs told us th ey wanted more assista nce and adv ice . A nd we resp onded , launching

training pr ograms like Product Kn owled ge, That 's th e Spir it! a nd C us to me r Service Exce lle nce

to improve sta ff kn owled ge of th e pr oducts we se ll a nd th e sk ills need ed to pass th at kn owled ge

o n to cus to me rs . H as it wo rke d? O u r 1995 ust omer Tra ffi c Stud y shows th at custo me rs now

g ive "sta ff fri endl in ess" a m ean sco re o f9. 1 out of 10 - th e hi gh est -ra ted asp ect o f th e L 130

sho pping ex pe r ie nce, a lo ng with "o ve ra ll sa t is fac t io n with visit" (see chart, left).

IDENTIFYING NICHE MARKETS

larketing Research has helped th e LCBO id entify a nd better se rve spec ific ni ch e m ark et s, by

pr ovidin g d emographic in formati on abo u t ou r cha ng ing cus to me r base. W e' ve learned m ore

abo u t the hin ese- anadi an co m m u n ity, fo r ex a m ple, th e produ ct s t hey en joy and th e in -store

se rv ices th ey appreciat e a nd, w ith th e in put of ou r Et h nic larketing Cou nc il, d eveloped a unique

mini -store in an As ia n- the me ma ll in Markha m. Research is now hel ping us to tail or ou r p roduct

mi x a nd serv ices to su it the tast es a nd pr eferen ces of O nta rio's Ca ri bbean co m m u n ity, as wel l as

othe r cu ltu ra l and eth n ic g ro u ps. O u r ability to un d er stand - an d meet - t he ex pecta t io ns of ou r

fema le sho p pe rs has a lso been grea tly en ha nced by research a nd co ns u ltat io n w it h ou r W omen 's

Mark eting Cou nc il.

For nearl y a d ecad e now , the LCB has been taking th e pul se of O nta r ia ns, listening a nd learning

fro m th em , usin g thi s in formation to bu y pr oduct s a nd d evel op new p rog ra ms and se rv ices to

address th eir requirements and ex pec ta t io ns . They' ve told us they wanted win e tastings, pr oduct informa ­

t io n, cre d it ca rd a nd direct pa ym ent o pt io ns, lon ger hours o f se rv ice, limited t ime offe rs a nd va lue-ad ds

- a nd we' ve d eli vered.

Staff friendliness 9.1

Staff knowledge 8.8

Overall store 8.8
ambience

Source:

LCBO 1995 Customer
Traffic Study.

Sample size: 1,224

W e' ve co me a lon g way at a rela ti vel y fas t pace, but we're not resting on ou r laurel s. W e're working hard

eve ry da y to be m ore co m pe tit ive , to o ffe r yo u th e va r ie ty and va lue , th e pr oduct s and se rvices, we know

yo u want. .
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At yo ur service
ATTRACTIVE STORES AND EXTENSIVE PRODUCT SELECTION ARE PART OF WHAT MAKES A GOOD RETAILER ­

BUT THERE'S MORE TO IT THAN THAT. YOU ALSO NEED THE SERVICES PEOPLE WANT.

For so me t ime, L B cus to me rs had wanted th e o pt io n o f payin g by cre d it ca rd . In 1994 , th e G o vernment

of nt ari o a pp roved o u r request to offe r th is cus tome r co nve n ience, a nd in 1995 -96, we co m ple te d th e

in st allation of sta nd -a lo ne c red it a nd direct paym en t technolog y in a ll sto res . ustorn ers ca n now pay how­

eve r th ey choose: c re d it ca rd, d irec t paym en t ca rd , che q ue o r t hat o ld sta nd by - cas h . Thi s fiscal yea r, w e

recorded 6.2 milli on cre d it ca rd tr an sacti on s a nd fi ve milli on d irect paym ent tran sacti on s. ext fiscal yea r,

direct pa ym ent tr an sa cti on s will likel y ou tn u m be r cre d it ca rd tran sacti on s, based o n tr ends obse rved in

th e last half of 1995-96.

Eve ryo ne lik es a bargain , no m atter w ha t th e p rod uc t. nd w it h Limited Time ffe rs (LT s), th ey ca n

find o u ts ta nd ing va lues in a ll o u r sto res . LT s p ro vid e te m po ra ry p r ice dec reases of u p to 20 per ce nt o n

abo u t 40 p roduct s eve ry fou r- w eek sa les period. In 1995-96, a tota l of 422 product s we re di scounted. Some

custome rs use LT s to bu y fa m ilia r brand s at a lower pri ce. th ers tak e adva nt age of LTO di scounts to

try new o r premium -pri ced products. E it he r w ay, th ey get m ore for th eir m on ey.

\ alue-add s a lso offe r custo me rs m ore. \ a lue -ad ds are bonus items that su pplie rs attach to a g ive n product

- a miniature sa m ple of a premium product , fo r exa m ple, o r an accessory, like a g lass o r co rksc re w . Some­

tim es th e pac kag ing it sel f ca n be co ns ide re d a va lue -a dd, es pec ia lly if it ' s an a tt rac t ive reu sabl e co n ta ine r.

lor e tha n 500 va lue-adds we re fea tu re d in 1995 -96.

People in so me co m m u n it ies wa nted lo nge r hou rs of se rv ice at th eir L B sto re , a nd we 've resp onded.

Rath er than closin g a t 6:00 p.m. , as vir tua lly a ll sto res did not too lon g ago, man y now stay o pe n until 9:00,

10:00 o r II :00 p.m. , to accommod at e peopl e wh o work di fferent sh ifts , o r ca n ' t sho p ea rlie r for othe r

reason s. As lon g as muni cipaliti es su p po rt o u r plans, we' ll d o wh at we ca n to m ak e th e LCBO eve n m ore

co nve n ie n t a nd access ib le .

noth cr exa m ple of thi s was o u r fi rs t-eve r Su nday o pen ing, o n D ecem be r 24, 1995 . Because C h r istmas

Ev e fe ll o n a Sunday, o u r sto res would ha ve been closed three days in a row had we not o pe ne d th at d ay.

That didn 't see m fa ir to o u r cus to me rs, so with gove rn me nt suppo rt , w e o pe ne d m ost sto res fro m II :00

a. m . to 6:00 p.m., a nd e n joyed bri sk sa les , netting abo u t $5 milli on. With o u r ex te ns ive line of specia l holi ­

da y items, and g ift- w ra p se rv ice in many sto res, we 're now see n as a co nve n ie n t so u rce o f g re a t g ift id ea s

a t C h r ist mas tim e - in fac t, yea r round.

CATALOGUE SALES RISING
\ intages - the LCB 's p re m iu m products di vision - ope ra tes fo ur sta nd -a lo ne sto res, six boutiqu es, a nd

sec t io ns in 135 regular sto res . \ intages co n t in ued it s ro bus t g rowt h th is yea r, in creasing it s sa les by m ore

than 27 per ce nt ove r last yea r.

Co nt ribu t ing to that in cr ea se was Vintages' popul ar Classics Catalogu e, firs t introduced in 1994. The third

a nd fo u rt h ed it io ns, publi sh ed thi s fiscal yea r, each list ed around 550 spec ia l a nd rare product s not ca r r ied

in o u r sto re - eithe r becau se of limi ted shelf space o r becau se th ey mu st be sto red under cl ima te -cont ro lle d

co nd itio ns . These product s a re of g rea t in terest to co n no isse u rs a nd co llecto rs w ho, in t he past , would
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lik el y ha ve so ugh t th em outs ide nta r io. The cata logue ca n he accessed in a ll L B sto res, by ph on e or

fax, o r eve n on the Internet (http://www.vintageJ.com) . C ustome r res po nse to eac h ed it io n has been more

e nth us ias t ic th an th e last : since it s incepti on , ca ta log ue sa les have to ta lled $13.5 milli on , abo u t $7 .5 milli on

of th at in th e 1995-96 fiscal yea r.

W e' ve a lso d evel oped new ways to accom moda te cus to me rs , age nts a nd licen sees wa nt ing to import pr od ­

uct s we don 't regularl y stoc k : thi s yea r, for exa m ple, we ex pa nded ou r Co ns ig n men t Wareh ou se prog ram

for licen sees a nd othe rs wh o buy imported stoc k throu gh wine agents; g rea tly in cr ea sed stoc k lim its in our

wareh ouse for eig h t o f th e largest agents; and a n no u nce d plans to offe r agents th eir ow n locked spac e at

th e T oronto Wareh ouse, much o f it with 24-ho u r ac cess.

W e ha ve mod erni zed ou r technol ogi es a nd in st all ed so ph ist ica te d syste ms tha t mak e it eas ie r to tr ack

in ventory, sa les d at a a nd othe r ret ailing in formati on. The more we kn ow abo u t ou r stoc k a nd what ou r

cus to me rs a re bu yin g , th e better we ca n resp ond to th e marketpl ace. And with com pu te r termina ls in

eve ry sto re, it 's now eas ie r than eve r to find a pr oduct and , if necessary , ha ve it tra nsferred qu ick ly from

on e sto re to an other.

SHOP THE WORLD

ur research told us th at ou r cus to me rs - particularl y wo me n - wa n ted liquor sto res with so me of th e

sa me cha rac te r ist ics as othe r ret ail sto res, suc h as cha ng ing di spl ays, featured product s, taped music a nd

co ntes ts for fr ee trips and othe r pri zes. In resp on se, in 1994 , we laun ch ed a new integrated m er ch andisin g

and mark et in g program that mad e all thi s a reality. Shop the World is a reminder that we offe r p roduct s

from mo re than 60 cou nt r ies. But mo re importa n tly, it offer s the dynami c shopping expe rience people wa nt.

Shop the World th eme pr omoti on s in 1995-96 ce n te re d on different typ es o f product s (Ta ste the World

ofBeer, Shake it Up!) o r pr oduct s of a parti cular co u nt ry o r regi on (Ole, Th e Win eJ ofOntario) . Sa les of

featured pr oduct s during th ese pr omoti on s in cr eased ove r th e yea r p rev io us as follows:

• Shake it Up!: up 16 per ce n t

• Taste the World ofBeer : up 46 per ce n t

• Ole: u p 63 per cent

• T he Win eJ ofOntario: up 63 per ce n t.

Based on thi s success, we 'll o ffe r four more pr omoti on s in 1996-97, three o f which have already prov ed

success fu l in th e pa st: H elp Save the Anim als (A p ril), a repri se of th e 1994-95 promotion th at rai sed m o re

th an 50,000 for enda nge red spec ies a nd th eir habitat s; an other Taste the World ofBeer promoti on (May),

featuring a wid e se lec t io n of d omesti c and international beer s; Th e Win eJ of Ontario ( cto be r), which

spo tl ig h ts thi s p rovi nce' s award -winn in g wines and th eir makers; and a brand -n ew promoti on , French

Accents (September), featuring p rodu cts from on e of the wo rld' s g rea t wine co u n t r ies.

A THIRST FOR KNOWLEDGE

Market research also tell s us tha t rod ay's LCB cus to me r has a powerful thirst for kn owled ge abo u t

beverage alc oh ol. Man y L B se rv ices revol ve a ro u nd sa t isfying it.

Thi s yea r, we doubl ed th e number of product co ns u lta n ts in ou r sto re sys te m , bringing ou r tota l to more

tha n 60. P rod uct co ns u lta n ts are th e acknowled ged ex pe rts in our sto res, th e "as k- me-a nyt hing " people.

They've ta ken all t h ree level s of our product kn owled ge co r re spo nde nce cou rse, as well as d emanding

co u rse s offe re d by exte rn a l bodi es lik e th e Ind ep endent Win e Ed uca tio n Juild. ur co ns ulta n ts al so sha re

th eir wealth of knowled ge with th eir coll ea gu es, wh o in turn become more resourceful and co n fide nt .
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r"l appreciate the quality of service, the pleasant atmosphere

and the selection of product available at LCBO stores."

SUGGESTI ON CA RD F ROM F. WATERS. MARKHAM

And th ey se rve o n pane ls that d ecid e wh ether ntari o win es subm itted for \ in tnc rs' Q ua lity A llia nce

(VQ A) designati on m erit that di stincti on; and o n L B ta sting panel s, to d et ermine wh ether potential

new listin gs m eet o u r hi gh sta nd a rds for tast e, quality and valu e.

W e offe r m ore pr oduct tastings in o u r sto res th an eve r before - ab out 7,200 in m ore than 140 sto res in

1995-96 - many now led by spec ia lly t ra ine d LCBO staff. Tastings pr ovide cus to me rs with th e o ppo rt u n ity

to sa m ple new pr oduct s - ofte n w ith co m ple me n ta ry food s. A number o f impro vements were mad e to

th e pr ogram thi s yea r: th e fee for sa m ples w as sta nd a rd ized a t 25 ce n ts (all o f whi ch goes to cha rity).

A nd th e number of pr oduct s a su pplie r ca n offe r at a tasting w as rai sed fr om o ne to two - three if th ey are

low-alc oh ol.

H ow else d o w e keep ou r cus to me rs w ell in fo rm ed ?

• The LCBO 's toll -free Infoline is sta ffed by trained information office rs w ho ca n pr ovide an sw ers o n

just ab out a ny pr oduct -related topic - in Engli sh o r Fren ch . The popu lar se rv ice (1-800 -0 T -LCBO ;

4 16-365 -5 900 in Metro T oronto) a veraged 10,000 ca lls a month thi s fisca l year.

• O u r fr ee quarterl y magazine, Food & Drink, is a vailab le to cus to me rs at a ll o u r sto res . (It is al so ava ilab le

in Fren ch. ) Thi s ri chl y illu strated publi cati on co n ta ins recommended food match es for win es, beers and

spir its, recipes and sugges t io ns for en te rta in ing , articl es by w ell -known food and beverage writers and

featured "gre a t buys."

• W e publish seaso na l ca ta logues for g ift g iving, featuring spec ia lty it em s fr om both o u r G en era l Li st and

o u r Vintages se lec t io ns .

• Vintages' month ly rel ea se circ u la rs - with a mai lin g list o f 18,000 - feature 100-150 product s each,

co m ple te w it h tasting notes, ce lla r ing su ggest ions, m enus, food matches and m ore.

• W e es ta blishe d two sites on th e In te rn et this year - a corporate hom e pa ge and a Vintages pa ge - whi ch

help keep cu st omers informed ab out pr oduct informatio n, prices, limited tim e offe rs , sto re locati on s, and

much more. T he co rpo ra te home pa ge (http://ww w.lcbo.com) wa s rated o ne of th e top five sites in an ad a

by Ways ma gazin e, and has averaged 5,00 0 visits, o r "hits" , a week . Vintages' sit e (http: //www.vintages.com)

incl ud es an o n- line Classics Catalogu e, information o n upcoming re leases, and a sto re d ir ect ory .

• At trade a nd co ns u me r sho ws , suc h as th e T or onto Wine & C heese Sh ow, con sumers can tr y new pr oduct s

a nd find out m ore ab out o u r pr ograms and se rv ices.

• O u r fir st -ev er tel evision co m me rc ia l hit th e airwa ves in June of 1995 , ad vising viewers o f o u r co m m it­

m ent not to se rve und erage peopl e. W e al so used newspaper ad s to p romot e Shop the World, C h rist m as

g ift-g iving and Vintages - ex pla in ing , for exa m ple , that many of t he pr emium pr oduct s w e se ll cos t less

than $15 ; and radi o co m me rc ia ls let o u r Am e rican neighbours know th at excel le n t se lec t io n, ser vice and

co m pe t it ive p ric es await th em north o f th e border.

The se rvice s w e in t rod uced o r impro ved thi s fiscal year read like a chec k list o f cu st omer pr e feren ces as

id entifi ed by mark et research. They want to pa y with cre d it cards and direct pa ym ent? Done. They want

va lue add s and limited tim e o ffe rs ? l on e. More win e tastings, m ore pr oduct information, lon ger hours

of se rv ice? C hec k , chec k , chec k.

And w e're not fini sh ed ye t.

For ex a m ple , w e hope th e gove rn me n t will a llo w us to o pe n o n Sundays where it mak es business se nse,

and co m m u n it ies agree.

Toda y's LCB : co nve n ie n t, accessibl e, kn owled geabl e, resp on sible... at yo u r se rvice . •
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Our responsibility
is to you
IN JUNE OF 1995 , MILLIONS OF PEOPLE ACROSS ONTARIO SAW SOMETHING THEY HAD NEVER SEEN

BEFORE.•• AN LCBO TELEVISION COMMERCIAL.

The 30-second co m me rc ia l dram ati zed a sce ne in which three teen s on th eir wa y to a party one rain y night

try to bu y alc oh ol at an L 13 store. They' ve alread y been refused se rv ice at an other LCB sto re , viewe rs

learn. nd before th e co m me rc ia l ends , th ey will be turn ed awa y again. They finally g ive up and head off

to th eir party without booze. toll - fr ee tel ephon e number is th en sho w n , and vie we rs a re in vit ed to ca ll

for more inform ati on abo u t yo u ng peopl e a nd a lco ho l, and o the r rel at ed topi cs.

The co m me rc ia l was br oad cast in both E ng lish a nd Fren ch in maj or mark e ts ac ross n tari o. It a lso a ired

in Itali an , Portugu ese an d hin ese in Metro T oronto.

Respon se to th e co m me rc ia l wa s both st ro ng a nd favourable. W e se n t ou t nearl y 7,000 pamphlet s and

other materi al s to peopl e who phoned our toll -free number. And a tel ephon e poll of more than 400

ntarians co nd uc ted afte r th e co m me rc ia l ran sho ws nearly 70 per ce n t a pp roved of th e LCBO spe nd ing

mon ey to pr oduce it. That ca me as no su rpr ise : foc us-g ro u p testing before th e co m me rc ia l a ired sho we d

th at und er age drinking is th e number one issu e on people 's mind s w he n it co mes to th e resp on sibl e sa le

of bever age alcoho l.

DI D YOU KNOW •••

LCBO EMPLOYE ES

HALL ENGED 295 ,000

CUSTOMERS IN

19 9 5 · 9 6 , REFUSING

SERVI CE TO MORE

THA N 6 0, 0 0 0

OPL E WH O APPEARED

IN TOXI CATE D

OR COU L DN' T

' RODUCE VALID 10.

MORE PEOPLE CHALLENGED, MORE REFUSED

Since 1927, th e peopl e of O nta rio ha ve reli ed on th e L 130 to ensu re that liquor is so ld resp on ­

sibly. The tel evision co m me rc ia l - and newsp ap er ad s that su ppo rted it - helped th e publi c

understand wh y ou r Ret ail em ployees must cha lle nge pot enti al cus to me rs a nd refuse to se rve

so me of th em.

The L 130 Challenge & Refi/Jal rep ort fo r the 1995-1996 fiscal yea r sho ws th at 295,000 indi ­

vid ua ls wer e cha lle nged, up fro m 230 ,000 th e year before. O f th ose cha lle nged, 60,000 wer e

refused se rv ice for e ithe r failin g to pr oduce va lid id entifi cation or for appearing intoxi cated,

10,000 more than th e 50 ,000 refused in 1994-1995.

Challenge & Refusal is in fo rce yea r- ro u nd in ou r sto res . Eve ry su m me r we reinforce it with

ou r Bring Your Identification (BYID) pr ogram. BYID is design ed to call attent ion to th e I 13 's

m and at e to se ll its pr oduct s on ly to resp on sibl e, o f-age cus to me rs . St a ff wear BYID bad ges to

publici ze th eir co m m itme nt to resp on sible se rv ice , and to encou rage dial ogue with cus to me rs

on th e sub jec t.

LCB em ployees are well qualified to mak e th e right ca lls in Chall enge & Refusal situa t io ns ,

since th ey recei ve clear g u idel ines , tr aining , ongoing co u nse ll ing fr om m an agem ent, and

regular reminder s abo ut th e importan ce of resp on sibl e serv ice and th e legal liabilities of se rv ing

indi vidual s w ho a re under age o r in toxicated.
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r "On behalf of the OSAID chapters across Ontario, I would like

to thank you again for all your encouragement and support.

OSAID could not do it without the help of the LeBO."

LETTER FROM MATT EVANS, EXECUTIVE DIRECTOR, ONTARIO STUDENTS AGAINST IMPAIRED DRIVING.

Ev ery L B em ployee who se rves th e public, full -time or part-time, recei ves tr aining under th e SMA RT

( trategi es on Managing Age & Alc oh ol Related Troubles) program.

The program includes video re-enactments of chall enge and refusal situations, and a workbook which each
em ployee keeps as a re ference g u ide . Sto re managers must ensu re a ll their t ron tune em ployees success fully

complet e thi s training.

This training includes in structi on on wh o is legally permitted to buy liquor, and how to avoid o r d eal with

awkward or difficult situation s involving th e und eraged, th e intoxicated, or peopl e attempting to purchase

for e ithe r g rou p. SMA RT trainin g al so helps staff id entify physical o r mental illnesses whose sym ptoms

m ay resemble impairment to th e untrained eye .

PROMOTING RESPONSIBLE DRINKING

ur commitment to social responsibility goe s beyond refusin g to se rve certain peopl e - although that 's

ce rt a in ly a key asp ect. Social responsibility is an important factor in eve ry d ecision we make, eve ry st ra tegy

we plan as a co r po ra te en t ity .

For exa m ple, as a nutter o f poli cy , th e L B d oes not ca r ry pr oduct s on its Jen eral Li st th at co nta in more

than 40 per ce n t alc ohol by volum e, and we ca r ry and pr omot e low-alc ohol beer s, wines and spirits. W e

al so ha ve a system o f "fl oor pricing" - minimum pri ces se t for eac h cla ss of pr oduct - since research sho ws

that price affects level s of co ns u m ptio n .

Social resp on sibility a lso in vol ves fostering a climate of se ns ible a nd en joyable use of ou r product s. W e

pr omote food match es for a lco ho lic bev er ages and tips for sa fe ente rt a in ing. ur sho pping ba gs, print ad s

and o the r materials all enc o u rage peopl e to drink resp on sibly , and to not drink and drive. Our co ns u me r

publi cation, Food & Drink, al so promot es resp on sibl e drinking a nd hosting.

LCBO: A SOUGHT-AFTER PARTNER

The L B ha s for so me tim e partner ed with o the r o rg a n iza t io ns to pr omote soc ia l resp onsibility. These

include th e Addicti on Research F oundation (ARF ), BA HUS, anadian Ce nt re on Substan ce Abuse,

ana d ia n oas t uard, a na d ia n Power a nd Sail Sq ua d ro ns, it y of T oronto Board o f H ealth, Drinking/

Dri vin g o u n te rrneasu res ffi ce o f th e Ministr y o f th e Atto rney ene ra l, th e Int er -ministeri al Com m ittee

on Substance bu se, Metropolitan T oronto Poli ce Force, Ministry of Tran sportati on , Mother s ga ins t

Drunk Driving ( I I D), ntari o Com m u nity ou nc il o n Impaired I riving ( C II), ntar io Students

ga ins t Impaired I ri vin g ( S II ) and th e ntari o Fed eration of Sn owmobil e lubs. W e al so work with

industry o rga n iz at io ns suc h as th e ssoc ia t io n o f a na d ia n Di still er s, the Br ewer s of nt a rio a nd th e

C a nad ian Wine In stitute, a nd indi vidual su p plie rs like Labarr and Sea gram an ada.

There' s a rea son so many o rg a n iza t ions work with th e L B o n ed uca t io nal initiati ves. ur network o f

retail sto res acr oss nta r io, together with our m edia rel ati ons ca pabilit ies , mak e us a sou ght-after partner

when org a n iz a t io ns want to rai se publi c a wa re ness a nd fu nds . W orking with ot he r o rg a n iza t ions ena bles

th e LCB to se rve as a cos t-e ffec t ive di stribution cha n nel for informati on pr oduced by us, th e RF,

M DO and othe r suc h o rg a n iz a t io ns - an important co ns ide ra t io n in times of restraint. For exa m ple,

wh en peopl e responding to ou r TV com me rc ia l thi s summer calle d our toll -free number for information,

we were abl e to send th em pamphl et s and br ochures we had obta ine d - la rge ly fr ee of cha rge - fr om

seve ra l o rg a n iza t io ns nam ed ab ove.
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During the bu sy holi d ay season in December , 1995, we worked w it h RF a nd the Drinking/I ri vin g

ounte rmeasures ffi ce to produce a nd pr omot e Having a Party?, a pamphl et th at offe red tips o n resp on­

sible hosting. This was su ppo rted by a public se rv ice announcem ent (PSA), news relea se a nd media launch.

W e crea te d th ree o the r PS As pr omoting sa fe en te rt a in ing and resp on sibl e drinkin g , as part of a pirit of

the Season ca m pa ig n o n ITY-T V, th e indep enden t T oronto television sta t io n.

MADI 's I ece rn be r Red Ribbon ca m pa ig n is a ca use we su p po rt with spec ial vigou r because it's so directly

related to ou r soc ial resp on sibility mandate. This year, we offer ed red ribbons for donations in eve ry L 13

sto re - and wrapped our T or onto Queen s Quay stor e in a 500 -foot ribbon to attract media and public

attention.

In th e su m me r, we held an other m edia launch at Queen s Quay, this time in su ppo rt of th e nta r io o m ­

muni ty Cou nc il o n Impaired Dri vin g 's annual Arrive Alive ca m pa ig n. W e also su p po rted that ca m pa ig n

by di spl ayin g posters and placing co inboxes in all ou r sto res, a nd printed II 's Arrive Alive m essage

on one mill ion sing le- bo ttle bags.

O u r sto res a lso su ppo rte d perati on Look out - a program run by th e Met ropolitan T or onto Poli ce

and othe r fo rces - w h ich encou rages cit ize ns to rep ort sus pec ted impaired dri ver s by ce llu la r ph on e o r

othe r mean s.

THE LCBO REALLY IS A RETAILER WITH A DIFFERENCE. EVERY DAY WE STRIKE THE NECESSARY BALANCE

BETWEEN OUR OBLIGATION TO SERVE OUR CUSTOMERS, GENERATE REVENUE FOR THE PROVINCE, AND PROTECT

PUBLIC HEALTH AND SAFETY - JUST WHAT ONTARIANS EXPECT FROM US.

ENVIRONMENT A CONCERN

ur co nce rn for th e env iro n me n t is an other important facet of ou r co m m itme nt to soc ie ty. W e' ve been

able to use ou r purch asin g power to persu ad e su p plie rs to cu t down on excess pack aging a nd to provid e

reu sabl e product co n ta ine rs . W e co llec t ton s of co r ruga ted ca rd boa rd and othe r mat eri al s for recycling.

W e ens u re tha t se ize d ill egal a lco ho l is di sp osed o f in wa ys that a re env iro n me nta lly so u nd . This fiscal

yea r, we also co llec te d o n beh al f of the gove rn me n t $26.8 million in env iron me nta l levies on non -refill abl e

bever age alcoh ol co nta ine rs .

A ll L 13 sto res offe r reusabl e co tto n E nv iro -bags a nd stu rdy new sho pping bags mad e fro m recycled

plasti cs - both of which ha ve p ro ved hu gel y popular. W e pro mote th e three Rs - reduce, reuse a nd recycle

- in all ou r ope ra tio ns and we enco u rage ou r cus to me rs to d o th e sa me .

E nd a nge re d spec ies ha ve al so recei ved important su ppo rt fro m Shop the World, Help Save the Anima ls, a

th eme promoti on so popular in 1995 we brought it ba ck in 1996. In tw o year s, thi s pr omotion ha s rai sed

nearl y $200 ,000 to help th e W orld Wildlife Fund ( an ada) and th e anadian ature Fed eration protect

end a nge re d spec ies and th eir habitat s in this co u nt ry a nd abroad .

PHOTO ID CARDS ON WAY

In th e su m me r of 1996, th e L 13 w ill sta rt issuing tamper -proof ph ot o 10 ca rds, on a cos t- recove ry basis,

to ap plicants w ho ca n p rove they a re 19 o r olde r. The new BYID Ph oto 10 ca rd is being deve lo ped by th e

LC13 in respon se to public request s fo r a new form of proo f of age fo r ou r sto res since th e O nta r io Ph ot o

Ca rd, fo rme rly pr oduced by the Liquor Li cen ce Boar d of nra rio, was di scontinued in April of this yea r.

So as you ca n see, the L B reall y is a ret ail er with a d iffe re nce. Eve ry d ay we st r ike th e necessary balan ce

between ou r obliga tio n to se rve ou r custome rs , ge nerate revenue fo r the provin ce, and prot ect publi c health

and sa fety - just what nt a r ian s ex pec t fr om us. •
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A community­
centred retaiLer
TWELVE YEARS AGO, LCBO STORE MANAGER BOB LILLEY WAS PLAYING GOLF WITH FRIENDS WHEN HE

REALIZED HE COULD COMBINE HIS LOVE OF THE GAME WITH HIS COMMUNITY INTEREST.

Lilley, manager of our sto re in Waterford , southwest of Hamilton, launched hi s Waterford GolfTourna ­

m ent th e followin g yea r. Since th en , th e annual eve nt , o rg a nized with th e help o f Port l o ver sto re

manager Jim Ta ylor, ha s rai sed well ove r 30,000 for cha rity, a tt rac t ing go lfe rs fr om both th e L Band

th e beverage alcoh ol trad e. Thi s year al on e, $5,800 wa s raised for C am p Trillium, a Waterford facility for

kid s with ca nce r, due to open in th e sp r ing o f 1997.

Lill ey is ju st o ne of hundred s of L B em ployees who help rai se fu nds for worthwhil e pr oj ect s lik e C a m p

Trillium; lik e C a m p O oc h ige as, an other facility for kid s with ca nce r for which w e rai se more than $10,000

a year at o u r Queen s Qua y sto re in T oronto; and th e Easter Seal s So ciety, whi ch ge ts more than $20,000

a year fr om o u r W e C a re golf and sk i d a ys.

An informal survey of LCB sta ff sho we d that em ployees d evote, o n av erage, nearl y 100 hours a year eac h

to cha r itab le work in th eir co m m u n it ies . lany o rg a n ize o r participate in eve n ts suc h as walk -a -thons, ca r

wa sh es, go lf and softba ll tournaments and bak e sa les . Thi s work has helped hospital s, research foundation s,

food banks, local spo rts clubs and ch ild re ns ' g ro u ps, a nd many o the r good causes.

And that's ju st on e way in which th e L B helps th e nta r io co m m u n it ies it serves.
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r"Thank you for the Liquor Control Board of Ontario's

contribution to the 1995 United Way of Greater Toronto

campaign .... On behalf of the one million people whose

lives you have improved through United Way, please

accept our deep appreciation."

LETTER FROM ANNE GOLDEN , PRESIDENT AND CEO .

UNITED WAY OF GREATER TORONTO.

DOZENS OF ORGANIZATIONS SUPPORTED

Staff don a tion s to t he U nited W ay now exceed $ 100,000 a yea r. T he fu nds co me fro m d on ati on s made

by em ployees, as wel l as barbecu es a nd ot he r spec ia l eve nts o rga n ized by staff, a nd ofte n suppo rte d by

su ppliers.

Wi th sto res across the pr ovi nce, th e LCB O is able to hel p doze ns of cha rita ble o rga nizat io ns, ran ging from

th e Ca nad ia n Ca nce r Soc ie ty to th e H ospital fo r Sic k C hi ld re n, t h ro ugh its in-s to re co inbox pr ogram.

T en tim es a yea r, two di fferen t o rga n iza t io ns a re selected to part ici pate in a m on th -l ong , network-wi d e

pr ogram. The othe r two m onths of the yea r, sto res a re fr ee to host local cha r it ies of th ei r cho ice .

Dep ending on th e m onth, a n o rga n iza t io n ca n rai se as much as $ 0,000 o r more. Fund s rai sed in 1995-96

totall ed 2 12,4 3 - a nd th at wa s ju st fr om th e 10 m onths o f th e yea r wh en pr ovin ce-wide ca m pa ig ns

wer e run.

"We collec ted $33,485 in December, 1995 ," says June Fill er, \ P, Fundraising Events, H ospital for Sick

Children. The m on ey will be used to fund research or pati ent-care programs. "Wher ev er it go es, rest

assured, it's c ruc ia l," sh e says. "We really cou nt on this asp ect of our fund rai sing now; we'd be hard pr essed

to find that kind of mon ey some w he re els e."

One othe r so u rce o f fund rai sin g is th e L B 's in -st ore ta sting program. Suppliers cha rge 25 ce n ts per

sa m ple to rai se th e pr ofil e o f a parti cular product o r introduce cus to me rs to a new pr oduct - o fte n in

co m bina t io n with co m ple me nta ry appeti zer s. Whil e pr ecise figures fo r thi s recentl y revamped pr ogram

a re not av a ilable, it is known to ha ve rai sed th ou sands of d ollars th is pa st yea r.

DI D YO U KNOW •••

THE LCBO RAISES

MORE THAN

S 1. 5 MIL LI ON A

YE AR FOR WORTHY

AUSES THROUGH ITS

COI NBOX PROGRAM.

IN· STORE TASTINGS,

~' P L O YE E CONTRIBU-

TION S TO TH E

'JI TE0 WAY CAM P AI G N

AND OTHER

CHARIT Y EVENTS.

When you co u nt up th e m on ey rai sed by indi vidual s lik e Bob Lill ey, throu gh th e co inbox

program , in -store ta stings, th e United Way campaign and othe r eve n ts , th e total is es t ima ted

at more than 1.5 milli on a year.

omparcd to th e 680 million th e LCBO gene ra ted in profits for th e ro vc rnrn ent o f nta rio

during th e 1995-96 fiscal year - mon ey that is also used, in part, to fund important social and

health programs - it may not seem lik e much.

But to th e peopl e building amp Trillium - th e peopl e at Toronto's Hospital for Sick Children

- th e peopl e who depend on 1,250 agenci es funded by th e United Way across nta rio - it wa s

important indeed.

And to th e hundreds of LCB em ployee s who helped mak e it happen, it wa s a sym bol o f th eir

co m m itme nt to th eir co m m u n it ies - th e on es th ey live in, and th e on es th ey ser ve. •
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Beyond the Numbers:
A FinanciaL Overview
IN 1995-96. LCBO SALES INCREASED BY 5.5 PER CENT OVER THE YEAR BEFORE. BRINGING OUR TOTAL

RETAIL BUSINESS TO $1.9 BILLION. THIS PERFORMANCE SURPASSED ALL OTHER CANADIAN LIQUOR

JURISDICTIONS. AND WAS THE KEY TO OUR RECORD-BREAKING TRANSFER PAYMENT OF $680 MILLION

TO THE GOVERNMENT OF ONTARIO.

Another 183 million was remitted to th e gove rn me nt as Pr ovin cial Sal es Tax. ur tot al payment of 863

million represents th e largest sing le non -t ax revenue co nt ribut io n to th e nt ari o gove rn me nt . A t th e sa me

tim e, we decr eased ou r o pe ra ting ex pe nses to 16.9 per ce nt of sa les in 1996, down from 17.3 per ce nt in 1995

and 18.9 per ce nt in 1994. et in come as a percentage of sa les d ecr ea sed from 35.2 per ce n t in 1995 to 34.9

per ce nt in 1996, due lar gel y to a sh ift in co ns u me r buying towards lower -margin pr oducts suc h as beer.

Imported spirits, domesti c and imported wines, and all beer catego ries ros e in sa les va lue in 1995-96. More

importantly, th e L eB in cr ea sed its sa les volume for th e second st ra ig ht year, as th e number of total lit res

sold g re w by 6.9 per ce nt.

The incr ea se in both vo lu me and va lue sa les in all maj or pr oduct ca tegories ca n be att ributed to three main

factor s: marketing a nd mer ch andi sin g initia ti ves freq ue ntly tied to inn ovati ve p rod uc t launch es, led by ou r

Shop the World pr ogram ; well -trained , kn owl ed geabl e staff de d icated to su pe rio r cus to me r se rv ice; a nd

ongoing en fo rce me nt e ffo rts aga ins t sm uggled liquor a nd illegall y m anu factured w ine.

THE BEVERAGE ALCOHOL MARKET

In 1996, th e en tire beverage alco ho l industry in nt a rio wa s es tim ate d to be 5.6 billion , up 3.5 per ce nt

from 1995. The L B 's sha re of th e m ark et went fr om 8.9 per ce nt in 1995 to 39 .6 per ce nt in 1996.

Brew er s Retail a lso in cr ea sed it s m ark et sha re, fr om 36 . 1 per ce n t in 1995 to 36.8 per cent in 1996; winery

retail sto res climbed fr om 1.8 per ce n t in 1995 to tw o per ce n t in 1996. O the r legal cha n nels lost m ark et

share over th e co u rse o f th e year, declining fr om 8.7 per ce nt in 1995 to 7.7 per ce nt in 1996. This d ecline

appears to be at th e ex pe nse of cross- bo rde r sho pping, br ew pubs and U-b re ws, whose accumulated sha re

dropped fr om 6.2 pe r ce nt in 1995 to five per ce nt in 1996. H omemade beer a nd wine held a 2.3 pe r ce nt

sha re o f the ma rket in 1996, up slig htly fro m 2.1 per ce nt in 1995, w h ile d e-alc oh oli zed beer held 0.4 pe r

ce nt o f th e mark et in 1996, the sa me as in 1995. The illegal m arket co n tin ue d to ca pt u re a sig n ifica nt

portion of th e m ark etplace in 1996 - a n es t ima ted 13.8 per ce n t, down fr om 14.5 pe r ce n t in 1995, bu t st ill

cos ting th e L 80 nearl y 800 million a year in lost sa les .
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LCBO CUSTOMERS

Cons u me r sa les throu gh LCB retail sto res accou nte d fo r 82 .5 per ce n t of th e LCB 's total g ross sales in

1996, down slig h tl y from 82.8 per ce n t in 1995. O the r LCBO custome rs include:

<licensees, wh o accou n ted for 13.4 per ce n t o f sa les in 1996, d own slig h tly fro m 13.7 per ce n t in 1995;

• Brcu/ers Retail, whose purch ases o f imported beer a mou nted to 1.8 per ce nt o f sa les in 1996, up fr om 1.4

per ce n t in 1995 ;

• agency sto res, which accounted for 0.9 per ce nt of sa les in 1996, up marginall y from 0.8 per ce n t in 1995;

• duty -free stores ope ra ted by th e L 130 at Pearson International airport (I ut y-free/LCB O), whi ch

accounted for 0.5 per ce n t o f LCBO sa les in both 1996 and 1995;

• duty -free sales to land border point sto res and othe r pri vatel y o pe ra te d dut y-free o pe ra t io ns across th e

provin ce (Duty- fr ee/Wareh ou se) whi ch accou nted fo r 0.7 pe r ce nt o f LCBO sa les in 1996, up slig h tly

from 0.6 per ce n t in 1995; a nd

• "other sales" w h ich include em bassy sa les, border levies a nd a mi scell an eou s sa les ca tego ry which accou nted

for 0.2 per ce n t of LCB g ross sa les in both 1995 a nd 1996.

MOVEMENT WITHIN CATEGORIES

SPIRITS

The LCBO's in cr eased sa les in vo lu me and va lue we re parti cularl y we lco me in th e hi gh er -margin spir its

ca tego ry . It g re w in vo lu me by 3.3 per ce nt , led by imported spirits, with a 23. 1 per ce nt in cr ea se in vo lu me

sa les and 12.3 per ce n t in cr eas e in valu e. Thi represents th e fir st vo lu me in cr ea se in th e spirits g ro u p in

seve n yea rs - most likel y due to an excit ing arra y of popul ar new product s fr om su pplie rs , lik e fla voured

vod kas ; our Shop the World promoti on, Shake it Up!; sta ff training program s lik e Th at's the Spi rit]; and

success fu l a n t i-s m uggling en fo rce me nt e ffo rt .

O the r spir its (incl ud ing g in, bourbon , Ir ish whi sk ey, non -Fren ch brandies and rum ) in cr eased th eir sh are

of vo lu me sa les within th e imported sp ir its ca tego ry . Imported spir it coole rs in cr ea sed th eir sha re fr om

8.4 per ce n t in 1995 to 11.1 per ce n t in 1996, whil e th e "oth er spirits" sha re jumped fro m 15 per ce n t to

17.8 per ce n t. Thi s refl ect s t he g rowth in inter est in new catego r ies lik e pr e-mi xed coc k ta ils.

WI N E

Win e sho we d a vo lu me in cr ea se of 4.2 per ce n t, with d omesti c win e rising by 8.4 per ce nt and imported

win e by 2.8 per ce n t. Thi s is th e second co nsec u tive yea r o f in cr eased sa les, rever sin g th e pattern of th e

pr eviou s six yea rs of vo lu me d eclines. Domesti c wine value in cr eased by II per ce n t whil e imported wine

value in cr eased by 6.2 per ce n t.

The success o f both imported and d omesti c win e wa s due in large part to in cr eas ed inter est in red win e,

fo llo w ing seve ra l medi a reports a nd academic st ud ies o n its possibl e health ben efits. Red w ine sa les

in cr ea sed by 14 per ce n t in vo lu me , a nd 16.8 per ce nt in va lue , between 1995 and 1996. Rose wine sales

in cr eased by 15.2 per ce nt in vo lu me and 14.3 per ce n t in va lue. Altho ug h white wine vo lume sa les d eclined

by 1.3 per ce n t between 1995 a nd 1996, va lue sa les in cr eased by 1.7 per ce n t.

36 LCBO ANNUAL REPORT 1995-1996



r"MY compliments to you and the Board on your high calibre,

service minded employees, especially Rob Hodgson, Store

Manager in Cambridge. The LCBO has a committed workforce

and the Board is a very progressive, efficient, service-oriented

liquor distribution organization that contributes significantly

to the Ontario Government's bottom line."

LETTER FROM MARYANNE HILL, MANAGER, EVENT SERVICES, CANAOIAN GAS ASSOCIATION .

Vintners ' Quality Allian ce (VQA) wines fr om ntar io and B.C. al so showed strong gains, up 38.3 per cent

in volume and 22.1 per ce n t in value, with net sal es totalling $20 million in 1996, as com pa re d to $16.4

million in 1995 and $8.2 million as recently as 1992. C ontributing factors to thi s increas e in 1995-96 include

th e LCBO's Shop the World pr omoti on , Th e Willes ofOntario, and its late-summer pr omotion of VQA wines.

Man y Ontario co ns u me rs ha ve al so begun "trading up" to better quality wines of late, and many Ontario

wines a re now see n in that light.

Icewinc, th e d essert wine for whi ch O n ta r io is bccoming world fam ous, a lso en joyed st ro ng g ro w th in

1996. With m ore sizes and pri ce points than eve r to choose fr om , sa les of 1995 icewines between th eir

overnber reicase a nd th e end of th e fiscal year (Ma rc h 3 1, 1996) wer e 50 per ce n t hi gh er th an th e 1994

vintage ove r th e sa me timefram e.

J[ O YOU KNOW •••

SALES OF ONTARIO

li NES BEA RI NG THE

VI NTNERS QUALITY

AL LI ANCE (VQA)

LABEL IN CREAS ED

BY 38 PER CENT IN

FI SCAL 1995-96.

BEER

L B beer sa les co ntinue to g ro w sig n ifica n tl y both in value and volu me . Sal es ove ra ll

in cr eased in value by 14.3 per ce n t, with all catego r ies ex pe r ie nc ing doubl e di git g ro w th:

d omesti c beer by II per ce n t; d omesti c beer coole rs by 26. 1 per ce n t; imported beer by

19 per ce n t.

Volume beer sal es a lso continued double di git g ro wth, incr easin g 11.5 per ce nt overall in 1995-96.

Domesti c beer vo lu me sales in cr eas ed by 8.6 per cen t, domestic beer coo le rs by 22.7 per ce nt and

imported becr by 15.7 per ce nt .

Beer sa les in cr eas ed at both th e wholesal e and retail level s. LCBO sa les to Br ewer s Retail

ou tle ts in cr ea sed by 27.3 per cent in volume and 35.2 per cent in va lue . LCBO beer sa les to

co ns u me rs in cr ea sed by 8.6 per ce n t in volume and 10.8 per ce n t in value. The LCBO's Taste

the World ofBeer pr omoti on s introduced many cus to me rs to its wide se lec t io n of imported

and d omesti c beers.

Br ewer s Ret ail sto res have ex pe rie nced th e largest g row th o f any LCBO cus to me r since it began sel ling

imported beer through its retail ou tle ts. In 1993 BRI accounted for on ly 0.04 per cent ofLCBO sa les; by

1994 it accounted for 0.4 per ce n t of LC BO sal es and by 1995 1.4 per ce nt . In 1996, sa les to Br ewer s Retail

accou n ted for 1.8 per ce nt o f L B g ross sa les .
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SHOPPING THE WORLD ••• LITERALLY

The lar gest beverage alco ho l purch aser in th e world , th e L B listed 4,952 pr oduct s in 1995-96 (exclud ing

Cons ig n me n t Wareh ou se and Pri vat e St ock listings), up 8.6 per ce nt for 1995 and 22.3 per ce nt fro m 1992.

W e so ld prod uc ts fro m 62 d iffe re n t co unt ries , five more tha n in 1995.

look at sales by co u n t ry o f o rig in reveal s that domesti c beer vo lu me sa les in cr eased by 8.3 per ce nt in

1996, but th eir sha re of regul ar beer vo lume sa les has d eclined fro m 63 .4 per ce nt in 1995 to 6 \.6 per ce nt

in 1996. This refl ect s th e in cr eased popularity o f imported beer s, led by pr oduct s fr om th e ethe rland s,

whi ch in cr ea sed the ir sha re fro m 4.3 per ce n t in 1995 to 5.2 per ce nt in 1996; lexico, fro m 3. 1 per cent in

1995 to 4.1 per ce nt in 1996; reat Britain , fr om 1.5 per ce n t in 1995 to 1.8 per ce nt in 1996; and Ireland,

fr om 1.1 per ce nt in 1995 to 1.3 per ce nt in 1996.

WINES FROM NEW WORLD COUNTRIES , ESPECIALLY CHILE, AUSTRALIA AND NEW ZEALAND , HAVE BEEN CHIP-

PING AWAY AT THE MARKET SHARE LONG HELD BY EUROPEAN WINES. THIS TREND IS EXPECTED TO CONTINUE

THROUGH 1996 -97.

Both domesti c a nd imported wines ha ve ex pe rience d g ro w th in vo lu me sa les . Wines fro m anad a accou nt ­

ed for 33 .2 per ce nt of all L 130 regul ar w ine sa les in 1996, up fro m 32 .3 pe r ce nt in 1995. Ith ou gh m any

pr oducts fr om a number of cou nt ries ex pe rience d incr eases in vo lu me sa les, incr eases in actual market sha re

by p roducts fro m co u n t r ies o the r tha n a nada we re led by th e U nite d Sta tes, up fro m 7.4 pe r ce nt in 1995

to 7.9 per ce n t in 1996; Ital y, fr om 13.9 per ce nt in 1995 to 14.7 per ce nt in 1996; hil e, from 2.8 per ce nt in

1995 to 3.4 per ce n t in 1996; Portugal , fro m 1.7 per ce n t in 1995 to \. 8 per ce nt in 1996; and pain , fro m \.

per ce nt in 1995 to 1.9 per ce n t in 1996.

The in cr eased vo lu me of regular spir it sa les was led by products fro m the U nite d Sta tes w ith a six per ce nt

market sha re in 1996, up from 1.7 per cent volu me sa les in 1995. Pr oducts from Ireland , France, th e Ru ssian

Fed er ati on , South fri ca a nd Iexico all in cr eased th eir sha re of volu me spir it sa les by 0. 1 per ce nt in 1996.

anadian products dropped to 70.5 per cent of regular spirit volu me sa les in 1996, from 75.2 per cent in 1995.

WHAT'S AHEAD

SPIRITS

The L B w ill offe r more p rod ucts ta ilo red to the tastes of ou r et h n ic co m m u n ities, in cluding a nad ia ns

of hin ese and W est Indian d escent. .. pr e-mi xed coc k ta ils - ve ry well receiv ed in 1996 - are expec ted to

g ro w yet again , as ar e 200 m L miniatures ... m or e food -an d -drink reci pes w ill be so u rce d fro m su ppliers ...

pr emium whiski es from Scotl and , a na da, th e U.S. and Ireland w ill be highlighted, as will g in, now en joy­

ing a worldwide resurgen ce in popularity.

WIN E

Wines from ew W orld co u nt ries, es pec ia lly hil e, Australia a nd ew Zealand , ha ve been ch ipping away

at th e mark et sha re lon g held by Europ ean wines. This tr end is expec te d to co ntin ue throu gh 1996-97.

Eas te rn E u ro pe, however, is sho w ing st ro ng g ro wth: co u n t r ies lik e Bul garia, Romania, roati a a nd Hun ­

ga ry ar e o ffe ring good quality win es - espec ia lly red s - at very competiti ve pri ces. More of th ese will be

bou ght for cus to me rs of Eas te rn E u ro pea n o rig in - o r a nyo ne looking for good va lue .
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r"on behaLf of the wine industry, I wouLd Like to express our

appreciation to the LCBO staff who devoted their time and

energy to heLp us ensure that the VQA promotion couLd

succeed beyond our expectations in the short time availabLe."

LETTER FROM LINDA FRANKLIN, EXECUTIVE DIRECTOR, WINE COUNCIL OF ONTARIO.

BEER

W e'll continue to capitalize on th e growing inter est in beers from Canadian microbreweri es and from

other countries. nta r io beer drinkers are more adventurous than they used to be. Like many wine

drinker s, th ey want to tr y product s from around th e world ... and th ey want more information on th e

beer s th ey buy and th e food s th ey co m ple me n t best. ndlike wine enth us ias ts, th ey know th ey ca n find

th eir br ew of cho ice a t th e L B ,whether it 's d omesti c o r imported, fr om light su m me r lager s to dark

winter sto u ts . •

Public Sector
DiscLosure Act

On January 29,1996, the Ontario Legislature passed the PublicSector

Disclosure Act. The Act, designed to make the public sector more

open and accountable to taxpayers, required Ontario's public sector

organizations, including the LCBO, to disclose annuaLLy the names ,

positions, salaries and taxable benefits of employees paid $100,000

or more a year.

Some of the other provincial organizations included under this Act

were Ontario Hydro, the Workers' Compensation Board, universities,

coLLeges, hospitals, school boards , municipalities and government

ministries. In keeping with the requirements of the Act, the LCBO

submits the following information.

NAME POSITION SALARY PAID TAXABLE

BENEFITS

Brandt, A. Chair & CEO $102,102.40 $542.16

Gee, L. Executive $152,302 .42 $809.04
Vice President

Browning, J .A. VP, Finance s $112,004.27 $1 ,087.92
Administration

Kane, M. VP, Human Resources $108,862.45 $567.36

Kelly, H. VP, Information $105,583.16 $544.66
Technology

Ma rti n, J . VP, Distribu tion $106,809.44 $567.36

Sherwood, G. VP, Retail $119 ,773.30 $624.24

Wilcox, D. VP, Mercha ndisi ng $119 ,773 .30 $624.24
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Key Operational and Financial Statistics

The fo llowing table list s three of th e m ost important va ria bles rel at ed to th e

o pe ra t io ns o f th e LCB O : nu m be r o f sto res, o f permanent em ployees a nd of

regu lar p roduct s listed .

OP ERAT I O N S KEY I NDICATORS: 1992-1996

um ber o f LCB St ores

umbe r o f Permane nt
Employ ees

umber o f Regu lar
Product s Li st ed

1992

6 18

3 ,233

2,390

1993

6 11

3, 100

2,302

1994

600

2,743

2, 336

1995

597

2,82 4

2,389

1996

59(j

2,803

2,377

3,5 00

3.00 0

2,500

2,00 0

1,500

1,000

500

o
199 2 1993 1994 1995 1996

The cr it ica l fin an cial va r ia bles of net sa les, to ta l o pe ra t ing ex pe nses a nd net

in com e a re g ive n in th e followi ng tab le .

FIN A N C I A L S (va lues i n f OOOs)

FISCAL YEAR

• LCBO STORES • PERMANENT • REGULAR
EMPLOYEES PRODUCTS

LISTED

FINANCIAL INDICATORS: 1992-1 9!

% cha nge/ -5.34% -2.56% - 1.22% 2.48 % 5.60%
p revIou s year

O pe ra t ing 332 ,4 9 32,953 3 .7 16 13,029 323 .8 19
x pe nses

1,8 3. 86 1,786,479 1,764,73 1 1,808,51 8 1,909,804et Sa les and
O the r Inco m e

A s a % of
n et sa les

1992

18.13 %

1993

18.64%

1994

18.9 1%

1995

17.31 %

1996

16.96 %

2,000 ,000

1,8 00,000

1,600,000

1,4 00,0 00

1, 200,000
o
~ 1,000,000

.... 800 ,000

600,000

400 ,000

200,000

o
1992 1993 1994 1995

FISCAL YEAR

1996

Not e:
The LC BO refers to saLes in three different ways: first , gross saLes which include the FederaL Goods
an d Services Tax and the Provinci aL SaLes Tax; second, net saLes which exclu de the t wo saLes ta xes
and any reLevant discount s (e .g ., the discounts provided to Licensees by the LCBO) ; and third, net
saLes aLso excluding any saLes through the LC BO Priva t e Stock Program. The SaLes and Oth e r Inco me
Line Listed in this tabLe consists of net sa les plus any other income (e .g., interest on investments).
Gross saLes are given in th e SaLes Cha nnel Summar y tabLe on page 44 .

c t Incom e

As a % of
net sa les

652 ,458

35.59%

6 12,466

34.28 %

598,909

33 .94%

637,299

35 .24%

666 .7 17

34.9 1%

• SALES AND • OPERATING • NET INCO ~
OTHER INCOME EXPENSES

Prio r to th e 199 3-9 4 fisc aLyear, th e LCBO had writt en 0

100 per cent of capitaL expenditures in the year in whir
those monies were spen t. The LCBO now follows new pr
ciaL governm ent auditing guidelines by de preciating its
capitaL spending . Net income figures have been restate
to reflect this change in acc ounting proced ures. The 19.
and 1995 Ope rat ing Expense figures includ e accru ed tel'
nat ion paymen t s tota Li ng $9.55 million and $9.3 1 miLli
respectiveLy . Operat ing Expense figures have been restr
t o in clu de fr eight- out expe nse .

B REA K DOW N 0 FOP ERA TIN G EX PEN S E S (values in fOOOs) OPERATING EXPENSES: 1992 -199 6

• SALARIES AND • DEPRECIATION • OTHER
BENEFITS OPERA I

EXPENS

FISCAL YEAR

1992 1993 1994 1995 1 9 9 6
...................... ................ ......... .... ..... ............. .............................. ................. .... . . . . . . .. .. . ...

Sa la r ies and Ben efits 222 ,886 225, 153 209 ,900 200,3 44 204.629
.......... .............................. . .. . .. . . . .. . . .... .. . .... . .... . .. .. . . . . . . . . . .. . .... ... . . .. . ..................................... .. ...

I e p rec ia t io n 22 ,704 22,832 2 1,070 18,613 20,% 2
.................. ..................................... .. ....................................... ............. ............. .... . . . .. .. . . . .

O the r Ex pe nses 86 ,849 84,968 102. 746 94,072 n,228

Total Operating 332,43 9 33 2,953 333,7 16 313 ,0 29 323,8 19
E xpe nses
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250,000

200 ,000

o 150,0 00
o
~ 100,000

50,0 00

o
1992 1993 1994 1995 1996



Reve nue Payments

The foll ow in g tabl e s s how t he b r eak d o wn of L B revenue pay me nts for t he

la st fi ve yea rs to th e federa l, p rov inc ia l, a n d m unici pa l gove rnme n ts .

(values in SOOOs)

TREASURER O F O NT AR IO

1 9 9 6199519941992.1 1 9 9 3
' ;~ ~ ;~~' i ~'~ ~ ~i ' 'L~ ~' ~'i~~ ' '~ i '~ ~ .~~ ~ ;~ .~ ~~l ' ' i~ ~':'t' ~ 'd ; " " . .
On account of profi ts

6 75 ,0 0 0 6 15 ,000 58 5 ,0 0 0 630,000 680 ,0 0 0

Re mi tt ed by t h e Liquo r Control Bo ard :

Onta rio retail sa les tax on sales t hro t g h liq uo r sto res

18 2 ,29 8 178 ,79 7 17 ,497 174 ,1 8 9 182, 762

Re m itted by t he L iquo r Licence Bo ard:

On account of licence fees a nd permit s

4 83 ,3 56 5 11,307 5 2 1,7 4 532, 1 16 529,69 0

Re m itt ed b y o t he rs :

Ontar io retail sales tax on sa les throu h Brewers Retail sto res and C nta rio W inery Retai l Sto res

154 , 18 1 14 8 ,74 2 149 ,8 9 4 154 , 15 7 15 7 ,0 46

Ontario retail sales tax on sales throu h age ncy sto res

1,8 1 1 1,8 09 1,78 6 1,92 7 2 ,3 0 1

Total 1,496 ,646 1,455 ,655 1,431 ,961 1,492 ,389 1,551 ,799

REC EIVER G E N ERA L F O R CA NADA

1992 1 9 93 1994 1 995 1 9 9 6

Rem itt ed b y t he Li q u o r C o n t r o Bo ard:

Excise taxes and C ustoms d u ties

2 5 7 ,4 0 8 237,3 16 225 ,5 18
'G; ;;;;i ~' ~ ~ ;i' s~~'~:i'~~ ~" T~ ~"" " 'S 8 ','5'3 8 ·· ·· ·· ··· 6·ij·j·s·· .. ··· 59,137

............... .... . . . .......................................
Federal Sales Tax 91 0 0

227,803 2 3 5 ,0 2 2
. ... .. . . .... . .... . . . .... . . . . . . . . . . . . . . . . -

60,939 60,3 4 4
.......................................

o 0

Rem itt ed b y o t he rs:

Excise taxes, CST and othe r duri cs/th xcs

3 15 ,76 8 260,555 2 76 ,4 77 3 19,839 3 27 ,6 6 0

Good and Services Tax rem itt ed on . a les throug h age nc y sto res

1,05 7 1,0 5 5 1,04 2 1,1 24 1,34 3

Tota l 63 2 ,8 6 2 5 6 0 , 14 1 562 , 17 4 609 ,705 62 4,3 6 9

ONTARIO MUNICIPALITIES

1992 1993 1994 1 9 95 1996
......... .............................................. ..... ....... . . . ... . . . . ... . . ... .. . . .. ........ ...................... ..... ......

Rem itt ed by t he Liquo r C o n t r o Bo ard :

Grants in lieu of realty and bu sin ess axes

5, 224 6,262 6,2 1H 6,084 6, 188

Tota l R e v e n u e 2,13 4 ,7 3 2 2,022 , 058 2,0 0 0 ,3 5 3 2, 10 8, 17 8 2, 18 2 ,3 5 6

P a ym e n t s

Note:

These amounts do not include corporation. realty and business

taxes paid by the distilleries. wineries. breweries and licensees .

Ontario Retail Sales Tax collected by the licensees on sales

of beverage alcohol is excluded from these figures. The 1995

figures have been restated due to a change in the information

received from brewers . The 1996 figures are considered slightly

understated due to four brewers not reporting financial informa­

tion in time for production of this publication. Ontario Retail

Sales Tax and Goods and Services Tax remitted on sales through

agency stores are estimates .
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Sales Volume

LCBO SALES

(values in ODDs titres)

Product Type 199 2' 1993 1994 1995 199 '
....................................... ....... .............. .. ....., ....................... ....... .... .. .. , ........................ ... .............. ..~

D om esti c Spir its 36,7 13 33,688 3 1,924 30,836 30,58;
~

Domesti c Spir it Coole rs 6,943 5,436 5,656' 5,628 4,669.

Im ported Spir its 11 ,733 11 ,441 11,375 12,087 14, 7i:

Total Spirits 55 ,389 50,565 48 ,955 48 ,551 50, 131

Dom esti c Wine 22,370 22,023 20,969 20,483 22,208

D om esti c W ine oo lers 2,341 1,629 1,255 1,042 903~

Im port ed Wine 44,0 17 43,966 44,95 1 46,375 47,67t
."

Total Win e 68,72 8 67 ,61 8 67,175 67 ,900 70, 782

D om esti c Beer 43. 145 4 1,697 43,006 45,654 49,5 4:

Domesti c Beer oo le rs 31 43 36 22 27.i

Im portcd Bee r 38,400 30,224 24,966 3 1,012 35 ,87.3~

Total Beer 8 1,576 71 ,964 68,008 76 ,688 85,48~

Total Dom esti c 111,543 104 ,516 102,846 103,665 107,97~
,"

Total Imported 94,150 85,63 1 81,292 89,47 4 98, 421

TOTAL 205,693 190 ,147 184,138 193,139 2 06,39Z~

(values in ODDs litres}

Sa les by nra r io W in e ry Sto res

9,480

Sa les by Brewer s Ret ail & n-site ' t res

710,118

Product Type 1992 1993

9,799

670,0 18

1994

9,999

665,277

1995

11,960

670,494

Note:

LC BO beer sales figures include LC BO

sales to Brewers Retail Inc .

The 1996 fig ures for sales by Brewers

Retail and brewery on-site stores are

considered slightly understated due

to four brewers not reporting fina ncial

info rmation in time for prod uct io n of

this publication .

LCBO SALES VOLUME BY PRODUCT TYPE: 1992 -1996

o
o
o

50 ,000

45,000

40,000

35 ,000

30, 000

25,000

20,000

15,000

10, 000 -

5,000

o
Domest ic Import ed

Spi rit s Spirit s
Domestic Import ed

Wi ne Wine
PRODUC T T Y PE

Domest ic Import ed
Bee r Bee r

• 1992 • 1993 • 1994 • 19 95 • 19 96
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Sales Value Share of Sales
( by ca tegory)

L CB O SALES

(values in SOOOs)

Product Type 1992 1993 1994 1995 199j
........................ .... ...... ............ .............. ...... . .. .. .. . .... . .. .. . ... ... .. .. . .... .. .. .. . ... ... .. ..................... ...... ........... .....!

Dom est ic Spi rits 763,875 730,965 69 ,695 678, 101 671,O~,
Dom est ic Spi r it oole rs 29,3 13 25,073 26,709 26,725 22,14~

Im ported Spi ri ts 283,148 286,124 28'5 ,478 303,44 1 340,63~

Tota l Spirits 1,076,336 1,04 2,162 1,010,882 1,008 ,267 1,033,86

Dom est ic W in e 136.619 145,536 143,270 143,105 158,881
,~

Domest ic W in e oole rs 8.260 6,056 4,663 3,739 3,34;

Imported W in e 372.925 379,35 90,427 410,573 4 5, ~~

Total Wine 5 17,804 530 ,950 538,360 557 ,417 598,081
j'

Domest ic Beer 119,221 119,856 123,599 131,348 145,81

I omestic Bee r Coolers 18 135 116 69 8.~

Im ported Beer 96,959 86,893 7 .641 90, 143 107,27,

Total Beer 216,278 206 ,884 197,356 221,560 253,17

Total Domesti c 1,057,386 1,027 ,6 21 997,052 983 ,087 1,001,36!
~

Total Imported 753,032 752 ,375 749,546 804,157 883,75~

Total on -Liquor 659 2,497 2,553 2,201 2,05~

TOTAL 1,8 11,077 1,78 2,49 3 1,749,15 t 1,789,445 1,887,181
.

SHARE OF VOLUME SALES

Sp i rit s /22%

Wine / 3 4 %

Bee r /41%

Coolers / 3 %
(s pirit, wi ne

an d be er)

SHARE OF DOLLAR SALES

Beer / 13% ----'''=::-~''-­

Coolers / 1 % -------'
(spirit. wine

and beer)

Wine / 3 2 %

Spirits / 5 4 %

1,809,OJ!i
.jl

1,792,638

(va lues in SOOO s)

Product Type 1992 1993 199 /1 1995 199'i
................................................................. ........................................... .... ............................. ............

ales by Ontario Winery Sto res -. ~

55,8 14 63,10 7 68,31 ~ 83,369 95,22
.... .. . .. .... .... .... .... .. .. .... .. .. .. . .. . .. . .. ........ .. .. . .. .... .. .. ... .. .. .. . .. .. .. . .. . . . .-'1 "

Sales by Brewers Retai l "

1,785,85L 1,779,453 1,754,7 1

LCBO SALES VALUE BY PRODUCT TYPE: 1992-1996

800,000 -=;-- - - - - - - - - - - - - - - - - - - - - - ­
~ 700,000

~ 600,000
o
:. 500,000

400 ,000 ­

.. 300,000

~ 200,000

100,000

o

Note:

Sales values listed above , left, for the

LeBO and Ontario Wi ne ry Stores consist

of net sales . Sales values for Brewers

Retail consist of net sales plus GST.

Do mest ic Imported
Spirits Spirits

Domestic Imported Domestic Imported
Wine Wine Beer Beer

PRODUCT TYPE

• 1992 • 1993 • 1994 • 199 5 • 1996
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Product Listings

1992

DOMESTIC

1993 1994 1995 1 9 9 6

Spi rits

W in e

Beer

IMPORTED

... ..... ...................... .................. .. ... . . . .. . . ... .. . .. . . . . . . .. . . . . . . . . . . .

4i5 469 450 379 352

5 14 439 43 1 457 455

215 252 289 3 11 316

Sp irits

W in e

Beer

Total Regular Listings

Vintages Wines , Spirits
and Beers

Duty-Free Listings

Consignment Warehouse
and Private Stock *

Total Produ ct Listin g s

292
8 3

6 1

2,390

1,506

154

3,2 90

7, 340

267

804

71

2,302

1,287

175

3,244

7,008

279

806

8 1

2,3 36

1,223

170

3, 106

6,835

276

874

92

2,389

1,987

182

3,515

8,07 3

292
873

89

2,377

2,3 68

207

4,249

9,2 01 * Estimates based on invoices

produced by SpeciaLty Services .

Sales Channel Summary
(value in $0005)

1992 1993 1994 1995 1996
.............. ............. .......... ......... ........ ............ ......................... ................. . .. .. ......... ........... ... ... . ..........

L B Tota l Sa les 2,132,949 2,096, 176 2,054,99 1 2, 101,952 2,2 15,523

Brewer s Ret ail 1,946,646 1,937,255 1,9 10,584 1,951,825 2,060,219

Tota l Sa les

Winer y Sto res 66,4 19 75,097 8 1,297 99,233 113,320

T ot al Ret ail Sa les

OTHER CHANNELS:
.................. ............................. .... . . . . . ........... .......... ............ .......................... ............................... . . . . . ... . . ...
Lega l 393,431 4 11,122 352,746 334,139 280,559

H omem ade IOi,049 113,568 111,983 113,930 127,829

Dc -alcoho lized Beer 9,965 14,216 15,069 19,600 22,540

Ill ega l 726,i50 753 ,879 795,097 785,076 774,574

Grand Total 5,383,209 5,401 ,313 5,321,767 5,405 ,755 5,594,564

Note:

ALL figures shown are gross saLes.

The numbers included in the Other Chan

category are estimates.

Estimates for ilLegaL saLes in the precedi

year s have been restated.

Brewers Retail and Winery Store data

were provided by the Brewers of Ontario

and individuaL winery retail stores.

VALUE BY SALES CHANNEL LCBO VALUE BY SALES CHANNEL

Other Legal / 8 %

Illegal / 14%

LCBO / 3 9 %

Brewe rs Retail / 3 7 %

Winery Stores / 2 %

BRI Sales / 2 %

Duty- Free LCBO / 1 %

Duty-Free Warehouse / 1 %

Age ncy Store Sales / 1 %

Licensee Sales / 13 %

LCBO Retail Sales / 8 2 %
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Retail Price Breakdowns (1996)

REVEN U E D ISTR IB UT IO N

DOM EST I C WINE

Provincial Government

Federal Government

Supplier

Average LeBO Retail Prices

DOMESTIC SPIRITS

Provi ncial Gove rnment

Federal Government

Supplier

DOMESTIC BEER

!
~<:':'"
--= 8(Y';:~"-:\:'\11,

J

: .
!

l ,~",-, ~I~J,.•)

Provincial Government

Federal Government

Supplier

AVERAGE RETAIL PRICES

PER LITR E : 1992 -1996

Spirits 19.43 20.6 1 20.65 20.77 20.62

Wine 7.53 7.85 8.01 8.2 1 8.45

Beer 2.65 2.87 2.90 2.89 2.96

Average Transaction n .a , 21.86 22.00 22.43 23.33
Val ue Per Customer

Product Type 1992 1 9 9 3 1994 1995 1996 $25 .00

$20 .00

SI5.00
SIO .OO _.1-- 1-- 1-- 1--_1--

$5 .00

$0 .00
1992 1993 1994 1995 1996

FISCAL YEAR

• SPIRITS • WINES • BEER

Note:
Average prices are exclusive of Ontario Retail Sales Tax and the Goods and Services Tax.
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LCBO Sales Volume by Category

PRODUCT CATEGORY SHARE

CATEGORY 1992 1 9 93 1994 19 9 5 1 9 9 6

Canadia n Sp irit s
...... ............. ........ ........ .... ........ .... .. . . . . . . . . . . . . . . ... . . . . . . ... . . . . . . . . . . . . . . . . . . . . .. .... .......... ............. ........... . .

Ca na d ia n Whisk y 40.3 % 41.1 % 40 .0% 41 .3% 40.7 %

a na d ia n Rum 17.2% 18.1 % 18.0% 18.7% 18.7 %

Ca nadia n Vo d ka 14.3% 14.8% 15.1 % 15.9% 16.6 %

S pirit oo lc rs 15.9% I .9% 1'5.1 % 13.1 % 13.3%

a n ad ia n Dry Gi n 4. 1% 4.0% .9% 3.9% 3.6%

th cr 8. 1% 8.2 % 7. % 7. 1% 7.2%

Imported Spirits
......... ....... ........... ....... .............. .................... ....... ...... ........... ................... ....... ........ ......... ....... .. ....... .....

Scotc h 30 .6% 30 .5% 29 .9% 26 .1% 23.3%

Liqueur 17.1 % 17.5% 17.1 % 17.3% 16.6%

Mi scell an eous Li quors 14.0% 14.4% 14.6% 13. 5% 12.7 %

Vodka 11.4% 11.1% 11.3% 11.0% 10.4 %

Fren ch Brand y 9.6% 9.7% 9.8% 8.6% 8.0%

S p i r it Coole rs n. a, n. a , n. a. 8.4 % 11.1%

O t he r 17.2% 16.7% 17.2%, 15.0% 17.8%

Canadian Wines

White T abl e 57 .1% 58.8% '59.6% 58.5% 56.1%

Red T able 9.5 %, 11.4% 12.6% 14.6% 17.0%

7% Spa r k l ing 7.6% 7.3 % 7.1% 7. 1% 6.8%

Sherry 7.3 % 7.2% 7.0 % 6.7 % 5.8%

Wine oolc rs 9.5 % 6.9% 5.7% 4.8 % 3.9%

ther 9.0% 8.3 % 8.1% 8.3 % 10.4 %

Imported Wines

White T abl e 6 1.6% 58.5% 56.2 % 53.7% 50.4%

Red T ab le 26. 1% 29.0% 3 1.4% 34 .0% 6.6%

C ha mpag ne 4.3 % 4. 1% 3.8% 3.8% 3.7%

S he r ry 2.1% 2.2 % 2.2 % 2.0 % 2.2%

th e r 5.7% 6. 1% 6.4 % 6.6 % 7.1%

Canad ian Bee r

O n ta r io Bee r

Othe r Canad ia n Beer

1m po r t ed Be e r

U .S . Beer

th c r Im ported Beer

Sa ke

100.0%

0.0 %

78.6%

2 1.1%

0.4%

97.4%

2.6 %

63 .9%

35 .6%

0.5%

96.4 %

3.6%

48 .6%

'50.9 %

0.5%1

95.4 %

4.6 %

48 .6%

50.9%

0.5%

95 .8%

4.2%

45 .9%

53.7%

0.4%

46 LeBO ANNUAL REPORT 1995 -1996



Detailed Sa les of Wi ne by Volume and Va lue
LeBO sales only.

VOLUME

(OOOs titres)

Product Type 1992 1993 199 4 1995 1996
......................... . .............. ............ ................... ....... ....... ............... ................. ...... ..... r.

Red Wi ne 13,494 15,089 16,474 18,345 20,9 1t

Wh ite Wi ne 40,3 18 38 ,843 37,7'50 36 ,793 36,3 13;.-

Rose Wi ne 591 596 599 605 697

Spa rkling W in e 4,735 4,36 1 4,028 3,959 3,989

Fortifi ed Wine 4,163 4, 105 3,892 3,8 10 3,764

W in e Coole rs 2,341 1,629 1,255 1,042 903~

t hcr Wine 1,587 1,627 1,831 1,987 2,894

\ QA Wines· 904 1,2 5 1,485 1,200 1,660

VALUE

($OOOs)

Product Type 1992 1993 1994 1995 1996
. .. . .............................................. .................... . ... ... . ...................... ...........

Red Wine 112,2 19 127,971 142,342 163,030 190,37 1

W hite W in e 287,506 285 ,286 280,849 280 ,06 1 284,955

Rose Wine 4,729 4,655 4,788 4,886 5,583

Spa rk ling W in e 46,411 44 ,016 4 1,855 41 ,84 0 42, 16J

Fort ifi ed Wine 32,201 33,506 32,627 32,648 33,388

W ine Coole rs 8,260 6,043 4,655 3,740 3,342

rher W ine 13,627 13,297 14,897 15,000 2 1,453

\ QA Wines" ,234 12, 85 15,339 16,446 20,075

Note:

· VQA wine figures are included twice in the above tabLes; once in the breakdown of wine saLes by wine ty pe

and then as a separate. con soLidated figure on the bottom Line. Figures do not include Private Stock saLes.
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LCBO Sales by Country of Origin ­
Volume and Value

SPIRITS BEE R

Country Litres Net Value Country Litres Net Value

237,771,887T ot al

C a nad a

nited States

e t he rl a nd s

Mexi co

Germany

Great Britain

Ireland

zech Re pu blic

Po land

Japa n

Denmar k

People's Re pu blic of C hin a

France

Ital y

Trinidad

Ja m a ica

e w Zealand

Belgium

Portugal

Ken ya

Greece

Cyprus

Au stria

A us t ra lia

Slovakia

I o rt h Korea

Sw itzerla nd

Ukra ine

686,76 5,465

115,4 9,1

35,540, 19 1

5 1,090, 41

29 ,465,369

2 1,93 1,937

I ,283,069

20, 158, 170

8,406 ,454

4,389,118

4, 105,26 8

4, 047 ,551

3 ,3 11,4 2

2,97 5,904

2,9 40,0 15

1,64G,424

1,76 3,111

1.277,827

1.911.62

78 8,94 1

445,596

577,27

54 8,206

482 218

7 15,0 1
355,634

35 \,\ 25

250,GO

259,7 15

175, 99

163, 04

16H,444

146,955

6 ,202

95, 11

40,538

36 ,048

42,959

3 1,903

35,290

23 ,02

16,130

13,544

13,117

8,6 17

4,307
4,89

2,42 0

1,210

35,229,5 14

4,429 ,4 9

2,992,363

1,634,'5H

1,203 ,96 2

983,4 19

823,544

H08,470

390,950

20 1, 141

188,485

166 ,024
147,33 )

140,775

136,292

H6,M 7
79,583

6 1.370

57,335

33, 163

23 , 1%

22 ,79 1

22,670

22 , 131

22,09

15,23

14,933

13,433

11,061

9,722

5,76

5,085

4,300

2,862

h in a 2,56

2,053

1,694

1,477

1.41 8

1.31

982

67

6_0

533

323

194

176

116

Ca na da

Great Britain

U n ite d S ta tes

France

I rel a nd

Ital y

Swed en

Me xico

Finl and

Barbados

Ru ssian Fed eration

Ge rma ny

Jam ai ca

Poland

G reece

e t he rl a nds

South fr ica

Spain

Sw itze rla nd

Pu erto Ri co

Hungary

Portuga l

G uya na

Trinidad

Bermud a

Leb anon

D enmark

Baham as

C ro a t ia

Ind ia

Gren ad a

Bel gium

Au stria

Is rael

Peopl e' s Republic of

Macedo n ia

Ja pa n

Syrian rab Republic

Es to n ia

uba

yp rus

C hile

Philippines

zec h Re p u bl ic

Peru

U k rai ne

lo r way

Bul g ari a

Martinique

To tal 50,003,883 1,021 ,309,628
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WIN E

Country

a na da

Fran ce

It a ly

Un ited Stutes

C h ile

u strali a

Gc r many

S pa in

Portug al

G re ece

Hung ar y

Sou t h Afri ca

Bu lgari a

C roa t ia

Argc nti na

cw Z cal an d

Is rael

Ro m ani a

Slove n ia

Austri a

D enmar k

Czec h Re p u bl ic

M a cedoni a

M e xi co

G rca t Britain

Ja pa n

Cy p r us

U r ug uay

Morocco

S lo va k ia

Br azil

Tu rk ey

People 's Re p u blic of

Boli vi a

S w itze r la nd

Bel gium

Ru ssia n F ed eration

Ukra in e

Bo sn ia - H crz cg o vin a

T ot al

Litres

23,064,473

18,0 14,652

10,1 91, 899

5,494,5 18

2,376,845

2,22 5, 193

2, 192 ,82 1

1,2 7,373
1,262, 66

822 ,946

796,74

754 ,98 0

230 ,258

112,189

102,959

99 ,575

96,75 1
65 ,C)6(,

56,354

4 1,872
2(,, 144

25 , 127

2 1,559

2 1,267

I . 95

9,46
C) ,40 1

8,980

8,887

8,50 1

6, 132

4,31 2

h ina 4,25 1

2.086
2,0 2

674

27 1

18

69, 469,2 96

Net Value

159,0 13,30

164,O l l ,7c I

84,037,659

5 1,343 ,45

20,269,76 1

2 · ,282,988

19,652 ,027

13, 16,27

12,00 I ,95

5,449 , 137

5,494, 16

7,325 ,492

1,609,457

846,440

959,944

1,274,532

80 1,22
427 ,cJ43

395,4 16

424,3 13

278,67.

182,36 )

134,333

186,949

202,707

84 ,557

72,309

87,574

7 1,126

6 1,205

49,848

34,726

37,582

23, 400

6,94

11,036

7,822

1,770

15

574,002,217

Note :

Net value represents net sales. excluding Private Stock sales.

In fiscal 1995-96. the LeBO sold products from 62 different countries.

five more t han in fiscal 1994-95 .
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BaLance Sheet
As at March 31.1996

ASSETS

Cu rre n t

Cash and sho rt - te r m in vestm ents

Accounts receiv ab le, trad e a nd othe rs

Inven to r ies

Pr epaid ex pe nses

L on g -t erm

1· ixcd asse ts ( ore 2)

LIABILITIES AND RETAINED INC O M E

L iab ilit i es

Accounts paya ble and accrued liabiliti es

Ret ained in com e ( ore 6)

C o n t inge n t li abiliti es ( o re 7)

See accompanying notes to financi al statements .

APPROVED:

1996

($0005)

25,99J

7, 140

202,567

3,818.

239,516

160,72

213,5

1995

($0005)

229,54 1

129 470

Chair and
Ch ief Executive Officer
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Vice President
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Statement of Income and Retained Income
Year Ended March 3 1, 1996

1996 1995

($OOOs) ($OOOs)
. . . . .................... ............ .......... ...... ...................... .. .. . .......... .... ..... .............. . .. . . .... .. "

Sal es a n d othe r in come 1,909, 04 1,808,518

C os ts a n d Ex pe nses

os t of sa les 9 19,26 858,190

Re ta il s to res and m ark eting 233,9 17 226,38 1

Warehousing and di stribution 38,198 37,386

dm inisrrnrion 30,742 30,649

D epreciation 20,962 18,613

1,243,087 1,171 ,219

et in com e fo r th e yea r 666,7 17 637,299

Ret ained in come, beginning o f year, 236,164 228, 65
as pr evi ousl y reported

Adjustm ent for terminat ion payme nts ( o re 6) (9,312) (9,312)

R etain ed in com e, b eginnin g of yea r, 226,852 219,553
as re st ated

893,569 856,8'52

I ed uc t pa ym ents to 680,000 630,000
th e Treasure r o f mario

R eta in ed in com e, e n d of yea r 213,569 226,852

Statement of Changes in Financial Position
Year Ended Marc h 3 1, 19 9 6

1996 1995

tsooos) (sooos)
........................................................................................................... ......................... .. . . . .......

C as h pro vid ed f ro m Operations

e t in com e 666,7 17 637,299

I e p re cia t io n 20,962 1 ,613

G ain o n sa le o f fix ed asset s (16) (714)

687 ,663 655 ,198

hange in working ca p ita l 9,659 14,7 5

djustm ent for terminati on pa ym ents ( otc 6) 0 (9,3 12)

697,322 660,671

C as h u sed fo r in vestment act i v i t ies

Purchase of fix ed ass et s (27,080) (27,609)

Proceed s fr om sa le o f fixe d asse ts 824 714

(26,256) (26,895)

Cash used for provincial transfers

Soc ia l o n t rac t (7,712) (7,7 12)

P rofi t (672,288) (622,288)

(68 0,000) (630 ,000)

(Decr ease) In cr ease in cas h during t he ye a r (8,9 4) 3,776

as h a nd sho rt - te r m in vestments, 34,925 3 1,149
beginning of yea r

Cash and short-term investments , 25,99 1 34,92 5
end of year
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Notes to Financial Statements
Morch 31,1996

1. SIGNIFICANT ACCOUNTING POLICIES

a) Basis of Accounting
The Board's fin an cial stateme n ts a re p re pa red in acco r­

da nce with ge ne ra lly acce pted acco unt ing principl es.

3. INSURANCE

The Board foll ows the poli cy of self-insu ring its store

asse ts fo r th eft and fo r p ro pe rty damage suc h as fire,

wate r or vanda lism . All o ther mat eri al asse ts a re insured

hy in suran ce com pa nies.

b) Inventories
In ventori es a re valued at the low er of cost and net reali zable

va lue with cost bein g det ermined by th e most recent cost.

c) Fixed Assets
Maj or ca pital ex pend itu res with a future useful life beyond

the cu rrent yea r ar e ca pita lized at cos t and ar e depreciat ed

on a st ra ight-line basis acco rd ing to th eir estima ted useful

lives, as follo ws:

4. LEASE COMMITMENTS

The Board is co m m itte d un der ope rat ing lease s on leased

pr emises wi th fut u re m inimum rental pay me nts d ue as

follows:

Buildings

Furniture and Fi xtures

Leaseh old Improvem ents

Co m pute r Eq uipme nt

20 yea rs

5 yea rs

5 years

3 yea rs

1997

1998

1999

2000

200 1

Ther ea fter

( SOOO's)

20,400

16,624

12,721

9,86 1

7,482

14,033

81,121

Minor ca pita l ex pe nd itu res and th e ex pe nd itu res fo r

rep airs and main ten an ce a re cha rge d to incom e.

2. FI XED 1996 1995

ASSETS

Cost Accumulated Net Net
Depreciation Book Book

Value Value
................. ................ .......................... ........ ........... .
Land 14,033 14,033 13,908

Buildings 226,554 138,124 88,430 87,588

F u rn itu re 35,500 30 ,40 1 5,099 5, 188
and Fi xtures

Leaseh old 56,000 42,391 13,609 12,990
Imp ro vem en ts

orn pu tc r 45,051 3 1,442 13,609 9,796
Eq u ipme n t

377,138 242,358 134,780 129,470
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5. PENSION PLAN

The Board prov ides pens io n ben efit s for all its pe rma ne nt

em ployees (and to non-p erm an en t em ployees who elect to

parti cip at e) th rough th e Public Se rv ice Pen sion Fund

(PS PF) and th e Onta rio Publ ic Se rv ice Em ployees' U nion

Pen sion Fund (O PSEU Pen sion Fund) established by the

Pr ovin ce of nt a rio.

Th e Ontario Public Service Employees' Union Pension Act ,

/ 994 pro vides for a reducti on of th e em ploye r's co nt r ibu­

tions to the PSPF and th e O PSE U Pen sion F und fo r eac h

of the three fisca l yea rs end ing 1995-1997. For th e cu rre nt

year , th e impact of th ese reduction s on th e Boar d 's pen sion

ex pe nse was a redu ction of$ 11.8 million .

T he Board's ex pe nse related to th e PSPF and the O PSEU

Pen sion Fund for th e year wa s $2. 1 million ( 1995 - $ 1.3

million ) and is included in osts and Ex pe nses in the

Statem ent of Incom e and Retained In com e.

(continued opposite)



Notes to Financial Statements Auditor's Report
(continuat ion)

TO THE LIQUOR CONTROL BOARD OF ONTARIO AND TO THE

MINISTER OF CONSUMER AND COMMERCIAL RELATIONS

In my opinion, these financial statements present

fairly, in all material respects, the financial position

of the Board as at March 31, 1996 and the results of

its operations and the changes in its financial posi­

tion for the year then ended in accordance with

generally accepted accounting principles.

I have audited the balance sheet of the Liquor Control

Board of Ontario as at March 31, 1996 and the state­

ments of income and retained income and changes

in financial position for the year then ended. These

financial statements are the responsibility of the

Board's management. My responsibility is to express

an opinion on these financial statements based on

my audit.

I conducted my audit in accordance with generally

accepted auditing standards. Those standards require

that I plan and perform an audit to obtain reasonable

assurance whether the financial statements are free

of material misstatement. An audit includes examin­

ing, on a test basis, evidence supporting the amounts

and disclosures in the financial statements. An audit

also includes assessing the accounting principles used

and significant estimates made by management, as

well as evaluating the overall financial statement

presentation.

Erik Peters, FCA

Provincial Auditor

Toronto, Ontario

June 13, 1996

An association of privately-owned duty-free sto res to

whi ch th e Board sel ls liquor hav e co m me nce d legal pr o­

cee d ing s against th e Board contest ing th e Board 's right to

collec t markups on liquor. An unfa vourable judgement

for the Board could result in a possible loss of$26.4 mil ­

lion (1995 - $2 \.4 million). This case is pr esently on hold

pending th e outcome of th e airlines' ca ses. Any judgment

against the Board will be accounted for as a prior period

ad jus tme nt in th e year the claim is resolved .

6. ADJUSTMENT TO PRIOR YEAR - TERMINATION PAYMENTS

The Board is required to mak e terminati on paym ents to

el ig ib le e m ployees when th ey retire o r resign. A t Ma rch

3 1, 1996 th e acc rue d terminati on pay me nts to taled $9.55

milli on (1995 - $9.3 1 mill ion ).

T hese sta te me nts include a n adj us tme nt to the p rio r yea r

for th e terminati on pa ym ents accrua l w hich has been

det erm in ed to be a liabili ty of the Board . T he effec t has

been to decr ease the o pe ning retained earn ings of 1996

a nd 1995 from $236 .2 m illio n to 226.9 mi llion a nd fro m

$228.9 mi llio n to 2 19.6 m illion respective ly. In ad d it ion ,

liabili t ies fo r 1995 increased fro m $ 122.8 mi llio n to $132 .2

m illi on . T he 1995 com pa ra tive bal an ce of ad mini strati on

ex pense in the sta te me nt of inco me a nd ret ained inco me

has not been adj us ted due to ins uffic ien t data to a ppo rt io n

th e ad just me nt be tween th e fisca l 1995 year and prior yea rs.

7. CONTINGENT LIABILITIES

Maj or a irl ines ha ve tak en legal act ion aga ins t the Board

co ntes t ing the Board's rig h t to co llec t m a rkup on a ny

liquo r wh ich is imported in to O nta r io by th e a irl ines.

A lower co urt judgment rul ed agai nst th e Boa rd hut this

judgmen t was ove rtu rned by an O nta rio A ppea l Court

decision whi ch re ject ed the a irl ines' claim . H oweve r, th e

a irli nes ha ve been g ranted lea ve to appea l to th e Sup re me

o u rt of Ca na da and a successful ap pea l aga ins t th e Board

co u ld resul t in a possibl e loss o f$22.8 mill ion (1995 - $22.8

million ) plu s int er est of$ 16.7 million (1995 - $ 14.2 milli on )

a t March 3 1, 1996. A ny judgmen t aga ins t th e Board will

be accounted for as a pri or peri od adjustment in th e yea r

th e claim is resolv ed.



"Our 680 million transfer to the Ontario Treasury

in fiscal 1995-96 is the largest in our 69-year history.

The 1996-97 target is 685 million - and we're well

on our way to another record-breaking year."

Andrew S. Brandt,

Chair and CEO, July 1996.

<.~.>LeBO
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Product Listings

DOMESTIC 1992 1993 1 9 9 4 1995 19 96
........................................... .............................. .......... ........ . .. ........ . . .........................

a nad ia n Whisk y 136 126 125 103 9l

Ca nad ia n Blended Rum 92 90 90 69 6"1-

a nad ia n Dry Gin 33 30 26 16 L4

a nad ia n o d ka 59 57 '52 50 47
Ca na d ia n Br and y 4 4 4 4 4

a na d ia n Blend ed Brandy 12 12 12 12 14
Ca na d ia n Spirit oo le rs 19 21 21 31 25
F r u it Spirits 6 6 4 3
Mi scellan eou Liquors 15 13 II 7

a nad ia n L iqueurs I 92 7 66
O nta r io Wines 47 409 400 420

n ta r io Wine oole rs 19 15 15 14
t he r anadian Wines II II 10 16
a nad ia n ide r 6 4 6 7
anad ian Beer 215 252 289 311

(incl ude s Beer Co ol er s)

Alco ho l 6 6 6 6
M in iat u res 9 9 9 9
Bitte rs 3 3 3 3

I MP ORT ED
.. ... . .. .... ... ..... ...... ............. . ." .. . . ..... . ............ ......

Scotc h Whi sk y 75 66 68 63
I r ish Whi sk ey 3 3 3 4
Ame r ican Whi k ey 6 5 5 5
Gi n 12 12 1'5 16
Ru m 13 12 13 10
\ odka 20 20 20 19
T equi la 7 7 6 9
Brandy 5'5 55 5'5 31
Fruit Spirits I 2 2 10
Misce lla neou Liquors 30 2 13 7
Lique u rs 49 60 59 73
W ines 33 04 R06 74
Bee r a nd Sa ke 61 71 81 92
Minia tures 11 II 11 12

oole rs 0 0 3 6
Bitters 10 12 6 I I

Tota l R e gular List ings 2,390 2,302 2,336 2,389
.......... ................................................ ... .... . .... ........... .... ..... ............. .. . . . ............ ...........
Vintages W in es, Spirits 1,506 1,287 1,223 1,987
and Beers

Duty-Free List ings 154 175 170 182
. . ...... .. ... .. .. ...... .... .. ... . .. ... . . .. ................. ... . . . . .. . . . . . . .. ...

Consign ment Warehouse 3,290 3,244 3,106 3,5 15
and Pr i vat e Stock *

Total Pro d u c t Listing 7,340 7,008 6,835 8,073 * Estimates based on invoices

produced by Specialty Services .



Sales Channel Summary
( valu es in SOOOs)

1992 1993 1994 1995 199

99,233

147,538

1,599

2,976

4 9
142,41 3

39 , 124

534, 132

250,9 44

334,139

785,07 6

1,951, 25

5,405,755

1,297

171,703

2,346

2570

422
141,305

34,400

549, 132

245 ,965

352, 746

795,097

1,9105 4

5,321,767

235,2 10

3,064

1,951

276

1 7, 59

32,762

75,097

454,3 11

299,56

4 11, 122

753,879

1,937,255

5,40 1,313

250,250

6,000
1,719

128

135,334

n/a

66,4 19

450 ,000

276.750

.. .. .............. ...... ... ..... .. . . . . ... . . . . . . . . . .. . . . . . . .. .
92.250 99,7 2 101.279 99,99 1

14.791) 13,7 6 10,704 13,939

107,049 113,568 111 ,983 113,930

9.96 '5 14,216 15.069 19,600

393,431

726,750

5,383,209

I ll egal :

Homemade:

W ine

Beer

OTHER CHANNELS

De-a lco holized Beer

Ret a il Sales

WINERY STORES

Ret a il and Licensee Sa le 1,946 ,646

. . . . .. . . . .. .. . .. . . ............. ......... . .... . . . . . . . . . .... . .. . . .. ..... . ........ ......... . . . . . . . . . ..

Retail Sa les 1,8 17.53 1 1,785,539 1,731 ,071 1,740,387

Li cen see Sales 277,9 I 27 1,6 4 276,306 288,9 56

Age ncy Store Sal es 15,6 5 15,863 15,824 17,005

Dur y-Frcc/Wa reh ou se 10,234 10,409 12,137 12,640

I ut y-Free/L B 8.536 9, 120 8,979 9,869

BR I Sale s 0 85 1 7,866 29,729

th er Sal es 2,9 2 2,7 10 2,808 3,366

T otal 2,132,949 2, 096, 176 2, 054,991 2,1 01,952

BREWERS RETAIL

To ta l

Total

Tota l

Sm ugg ling

Wine Manu factur ing

G RA D T O T A L

Lega l:
.........................................

ross-Bor der Exe m pt

ross-B or der Declar ed

Brew Pubs

W in e Pubs

Ll- Brcw- Bce r

U-Brew-W ine

Note:

All figures above are shown in gross sal es. The numbers included in the Other Channels category are esti­

mates .

Estimates for illegal sales in 1994 and 1995 have been restated to reflect the increased success of enforc e­

ment measures. Brewers Retail and Winery Store data were provided by the Brewers of Ontario and individual

winery retail stores.



Reta il Price Breakdowns

SP IRITS

(Exam ples as at March 31, 1996, for 750 mL bottie in Canadian dollars)

Imported U.S . Imported Non -U.S. Domestic

Paym en t to Su pplie r

Feder al Exc ise Tax

Fed er al Im port Duty

Freigh t

Tota l La nded Cos t

L Marku p

L Bottl e Levy

L Envi ro nme nt Fee

L Rou nd ing Revenue

Basic Price

Consumer Price

Revenue Dist ribution

Suppli e r (incl ud ing fre ig h t)

Governme nt of a na da

»ove rnrn c nt of nt ari o

3.0 400

3.3 19

$0.0000

$0.2775

6.6373

1.16

1.99

3.3 2

4.4

11.95

3.43

4.47

11.60

WI NES

(Examples as at March 31, 199 6, for 750 mL bottle in Canadian dollars)

Payment to u ppl ie r

Federal Excise Tax

Federal Import Du ty

Freight

Total Landed Cost

L B Markup

LCBO W in e Levy

L B Bottl e Levy

LCBO E nv iro n me nt Fee

L B Rounding Revenue

Basic P r ice

Consumer Price

Revenue Di stribution

Impo rted U.S.

2.2 00

0.3 42

0.0060

0. 1669

1.7136

1.1250

$0 .2 175

$0 .0893

0.0275

0.42

0.72

Impo rted Non-U.S. Domesti c
100% Ontario

Supplie r (incl ud ing fr eight ) 2.45

Gove rnm ent of a nada O. I

Gove rn ment of n ta r io 3. 9

2.2

0.76

3.36



BEER

(Examples as at March 31, 1995, f or case of 24x341 mL bottles in Canadi an dollars)

Paym e nt to Su pp lier

Federa l Excise Tax

Federa l Import I ury
F re ig h t

Tota l Landed Cost

L BO In-sto re C S

L B ut -of-srorc C S

L BO lar k up

L BO Bot tle Levy

LC BO Env ironment Fee

L B Rou nd in g Revenu e

Ba s ic Pri ce

lood s and Services Tax

Provincial Reta il Sales Tax

ontainer Depos it

Consumer Pri ce

R eve n u e Distributio n

nta r io

epos it

Imported U.S.

6.9800

2.2903

0.0000

0.5000

$9.7703

4.9595

1.3422

4.0920

$ 1.4404

0.0000

0.0356

1.51

2.60

2.40

7.48

3.80

14.47

2.40

Imported No n-U.S.

$22 .61

1.58

$2.7 1

$2.40

$2 9.3 0

8.28

4.07

14.55

2.40

Domestic

$8 .2878

$2 .2903

$0 .0000

0.4000

4.9595

$0.0000

$4.0920

1.4404

0.0000

0.0000

$2 1.47

$1.50

$2.58

$2.40

$2 7.95

$8.69

$3.79

13.07

$2.40

Note:

COS refers to the LCBO's cost of service . The container deposit applies only to products which can

be returned for a container refund.



Eleven Year Financia l Pe rformance Review
(values in $0 0 05)

1 9 9 3

5. 16

3, 100

574,998

6 11
2,302

34.36%

28 1.94%

1.84

$ 192,95 5

$ 104,789

$88, 166

$ 126,790

$3 19,745

1994

5.12

2.i43
637 .678

GOO
2,336

34.24%

269.89%

2. 17

$20 1.204

$92,813

108,391

120,474

32 1.678

1995

4.88

2,824

6 3,656

597

2,389

229,5 4 1

132,159

$97,382

129,470

359 .0 11

35 .6 1%

285.53 %

1.74

. . .. . .. . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . .

$ 1,808 ,5 18 $1,764,73 1 $ 1,786, 479

$858 ,190 832, 106 $84 1,060

950,328 $932 .625 $945,4 19

52.55 % 52.85% 52.92%

$3 13,029 333,7 16 $332 ,953

637,299 598.909 6 12,466

.................... .. ....... .......

.................

$65 5, 198 $6 19.979 635,298

$5,473 -$ 15,824 -$8,694

- 26,895 -$14,753 - 2 1,075

-$630,000 - 585,000 -$6 15,000

$3,776 4,402 - 9,47 1

. ......... . . . .... .

FINANCIAL RATIOS

FI NAN CIAL POS IT ION

Pr o fit Margin

Return o n Sh areh old e rs' Eq u ity

urrent Rati o

Sal es and O the r In com e

os t o f a les

G ross Profit

- Pe r Ce nt

O pe ra t ing Ex pe nses

e t In com e

C as h Fl ow fro m O pe rat io n

han ge in W orking ap ita l

as h Use d for Investing Acti vi ti es

Cas h Use d fo r Pr o vin cial Tran sfer s

D ecr ease/I ncr ease in C as h I uring th e Year

STATEMENT OF EARN INGS

C u r re nt Asse ts

urrent Lia bili t ies

W orking Capita l

Fix ed Asse ts

To ta l Asse ts

STATEMENT OF CASH FLOW

STATIS TICS

In ven tory T u r nove r

umber of Perm a nen t Employees

Sa les per Employee

umber of Sto res

umber of Regula r Pr oduct s Li st ed



1992

I. 3 ,3 6
51,5Y)

<J8 \,847

53.5 5%

32,43<)

652 ,4'58

67 5, 162

6 , 162

- 25 ,75 4

- 67 '5,000

- 19, 430

1991

1.936, 710

967,22 1

969,489

50.0 6%

326,6 2

652 .669

1990

2,006,975

\'01 2,93

99 4,03 7

49.'53%

$3 11,707

692,0 3

1 9 8 9

1.93 0,3 19

99 4,29 4

936 ,02 5

4 .49%

27 5,5 0

66 4, 124

675. 92
29 ,933

- 15,447

- 645.000

45. 37

1988 1 9 8 7

1,775,296

90 4, 122

71,174

49.07%

233 ,9 0

639 ,5 7

648 .766

- 29 ,020

- 11,5 72

- 645,000

- 36 ,826

1986

1,653,622

32 ,773

820 .849

49.64 %

208 ,276

6 11,645

......... ....... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. ....... .. . ... . ................................................. . . ..... ......... ..... ........ ................. " -, .

207, 155 23 1,2 12 2 19,752 179.4 00 192 .90 4 195,215 172,349

I I ,2 12 116,677 9 ,024 101 ,111 130, 060 138,39 107.726

88 ,943 114,535 $ 12 1.728 $78,289 62,844 $5 6,8 17 64 ,623

130,564 13 1, 16 1 122,322 11 ,00 n. a , n. a. n .a.

337.7 19 362,373 342,074 297 ,40 n .a. n. a. n.a ,

36.04% 33 .96 % 34.70% 4.54 % 34 .45% 36 . 19% 37 . 14%

2 0.50% 266 .53 % 3 14.34% n. a , n .a. n. a, n .a .

1.7'5 1.9 2.2 4 1.77 1.48 1.41 1.60

... ...................... . . . . . .. . . . ... ...... ............................

5.2
3,2 .,

560 , 1 5

6 1

2,39 0

5.4 1

3,305

5 1,445

62 1

2,57 0

5.40

,4 4

572.40 I

623

2. 2')

5. 57

3,396

566,113

626

2,97 4

5. 19

3,460

537 ,0 10

623

2,8 14

5.1 6

3,3 4

527, 0

6 17

2,988

4. 3
3, 0

497,828

6 10

2,8 00
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