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Dear LCBO Shareholder:

<e~~L C BO
Andrew S. Brandt

Chair and Chief ExecutiveOfficer

[ am pleased to provide you with your personal copy of the LCBO 1997-98 annual report.

Entitled Our third straight record year, the 52-page report tells how the LCBO scaled new
performance heights, transferring a record $745 million dividend to the province to
support schools, hospitals, roads and other important socia l and capital projects. That's
an increase of $15 million over last year's record transfer; $65 million more than the year
before that; and $160 million more than in 1993-94.

We broke. another important barrier in 1997-98: the $2 billion mark in net sales, which
we'd never reached in our 71-year history. Knowledgeable staff, Sunday shopping, AIR
MILES, new store formats and upgrades, in-store promotions, and other customer service
enhancements, along with productivity gains and an improving economy, all helped us
reach that mark for the first time.

We continued to outperform Canada's other provincial liquor jurisdictions in sales growth
(as we have for several years running), posting an 8.7 per cent volume growth rate; the
closest jurisdiction was Newfoundland with 2.2 per cent. In value sales, we tied with
Newfoundland for first with a 6.5 per cent gain.

With so much good news, it's hard to pick out one event that stands out among the rest.
But that event arguably was when the Retail Council of Canada named us Canada's
Innovative Retailer of the Year for the secondstraight year. This recognition by our peers,
along with an award in Staff Motivation and Development, shows how far LCBO staff have
come in creating a better shopping experience for our customers.

When you read this report - or visit one of our stores - I believe you 'll see just how much
we have improved over the past fiscal year. And with the government's support, and the
efforts of our staff and suppliers, we plan to continue to improve next year and beyond.
In fiscal 1998-99, we are aiming for another record transfer dividend: $761 million, based
on net sales of $2.229 billion.

Sincerely,

Andr ew S. Brandt
Chair and Chief Executive Officer
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The Liquor Control Board of Ontario (LCBO) regu­
lates the production, importation, distribution and
sale of alcoholic beverages in Ontario.

The LCBO is th e lar gest sing le retailer of bevera ge alcohol

in th e world , bu ying wine, spirits and beer from mor e than

60 countries for Ontari o consume rs and licen sees.

To provid e thi s serv ice, th e L B opera tes five region al

wa reho uses th at supply 596 sto res ac ross O nta rio. Throu gh
thi s int egrated di stribution and retailing net work, mor e

than 5,000 quality products a re ava ilable to consume rs.

The LCB O operates four stand-alone Vintages stores, which

offer con sumer s a w ide selection of fine wines, spirits and
beer. Vintages products are also ava ilable in eve n Vintages

boutiques and over 140 corne rs in regular LCB stores. They
can also be orde red throu gh an y L B outle t. Some 500

add itiona l pr emium products can be orde red from eac h

edition of the Vint ages Classics Catalogu e.

Custome rs ca n also obta in m an y othe r prod uc ts not regu ­

larl y listed in Ontari o through the LCBO Pri vat e Stoc k

orde ring pr ogram.

In partner ship with th e LCB ,established retailer s ope ra te

97 agency sto res in communities witho ut lar ge eno ug h pop­
ulation bases to suppo rt regul ar LC BO sto res.

For air travel lers, th e L B ope ra tes duty-free sto res at

Terminals I and 2 at Toronto's Pear son In ternational Airport.

The L B also regul ates th e sale of p roduc ts throu gh 428

Brewers Retail sto res, 36 on-s ite br ewer y sto res, 335 w inery
stores, three di still er y sto res, 11 land border -p oint d uty-free

stores, and duty-free ope rations at Pear son Internati on al

Airport Terminal 3 and at O ttawa Internation al Airpo rt .

tag a c

Our automated Durham Warehouse handles more than 30,000,000 cases

of beverage alcohol a year. Case-handling costs have dropped considerably

at Durham and our four other warehouses over the last five years, even

as the number of cases handledper hourhas increased.

In th e int er ests of consu mer protection, the LCB conducts
approx imately 200,000 tests on 11 ,000 d ifferent alco ho lic bev­

erages each yea r. T his Q ua lity Assurance testing ensures that

all prod ucts sold by the L B , nta rio wi nery sto res and
Brewers Retail sto res comply with the federa l Food and Drug

Act, as we ll as the LCB 's high standa rds for q ua lity and taste .

For further information about LCBO products and ser­
vices, call the LCBO toll-free Infoline at 1-800-0N"T-LCBO
(668-5226). In Metropolitan Toronto, call (416) 365-5900
or visit the LCBO's two Internet sites: www.lcbo.com (our
corporate home page), and www.vintages.com (the Vintages
home page).
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IS report
Under the Liquor Control Act,
we're required to prepare an
annual report for the Minister
of Consumer and Commercial
Relations. The Minister submits
the report to Cabinet and tables
it in the Provincial Legislature.
Like the annual report of a cor­
poration, this document is first
and foremost a formal record
of the LCBO's financial perfor­
mance for the past fiscal year.
We've tried to make the report
easy to use and understand by:
> using plain language
> including glossaries to explain

technical and financial terms
> adding a new section,

How to Read this Report.

2 Our third straight record year

This section expands on th e tabl e of contents to help you ge t th e most from thi s report.
We' ve also included tw o glos ari es for easy refer ence. The first is a list of technical terms

th at we use at th e L 13 to describe our ope ra tions; th e seco nd explains finan cial terms

used in th e text.

LCBO at a Glance gives you a quick ove rview of th e L 13 - its mandate, number
of sto res and different types of retail outle ts, as wel l a its d ist ribution net work.

Corporate Governance tells you about th e struc ture of the LeBO , including the role
of th e Board of Directors, com m ittee titl es and man dat es, and an ex plana tion of th e

relati on shi p bet ween th e L B and th e ntari o Govern me nt.

H ighlights 1997-1998 desc ribes notew orthy acco m plishme nts for th e fiscal yea r.

Chair's Remarks provid es context and per specti ve on th e details elsewhere in th e

annual report. Look here for information about:
) L 13 's st rateg ic direction

) cont ributing factor s to success ful initiati ves

) an overvi ew of th e performance number s

) an y anticipated chall en ges ah ead.

Beyond the umbers conta ins a detail ed di scussion of th e L B 's finan cial performan ce.

This i eq uivalent to th e mana gem ent's di scussion and analysi section of a pri vate

corpo ration's annua l report. Look here to find:
) how L 13 sales com pa re to othe r liquor juri di ction s

) how sales we re d ist ributed by reta il region

) w hich pr oduct catego ries showed the stro ngest g ro wth and why
) and explanations of item s in th e incom e sta teme nt, balance shee t, and sta teme nt

of cha nges in fina nc ial position.

Board of Directors shows you pictures and pr ofiles of our Director s.

LCBO Useful Facts is a com pilation of interestin g facts and figures about L B operations.

Income Statement, Balance Sheet and Statement of Changes in Financial Position conta in

th e fina ncial statistics for th e 1997-9 fiscal yea r.

Statistical Insert conta ins mor e detailed fina ncial data on L 130 ope ra tions, including

l l - year trends.
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Agency stores: operated by established retailers in

communities without the population to support regu­

lar LCBO or Brewers Retail stores.They carry 100

or more products and have no standard design for­

mat. Preference is given to operators who can offer

chilled products and attractive displays. At the end

of fiscal 1997-98. there were 97 agency stores, all

but nine in Northern Ontario.

Airport duty-fre e shop: a retail shop located at

an airport in Ontario servicing outbound internation­

al travelers. licensed by Revenue Canada to sell

items free of applicable duties. taxes, markup and

levies,and authorized by the LCBO to sell beverage

alcohol.The LCBO also owns and operates duty-free

shops at Terminals I and 2 at Toronto 's Pearson

International Airport. The duty-free shops at Terminal

3 and the Ottawa International Airport are regulated

by the LCBO,but privately operated.

Beer cold room: the in-store refrigerated section

of an LCBO combination store. Of the 177 LCBO

combo stores. 66 now have beer cold rooms.

Beer cooler: a mixture of bee r and soft drinks

or fruit juices,generally with a maximum alcohol

concentration of 6.9 per cent alcohol by volume.

Brew ers Re t ail Inc. (BRI): a private company

owned by three Ontario brewers (Laban. Molson

and Sleeman) authorized by the LCBO to sell

domestic and foreign beer and related merchandise

through 428 Brewers Retail stores located in 227

communities across Ontario.

Brewery store (on-site) : a retail store authorized

by the LCBO and operated by a brewer at its manu­

facturingsite.There are 36 on-site brewery stores.

BYID (BringYour Identification) card: a tamper­

resistant photo ID card issued by the LCBO. and

accepted as valid proof of age in all LCBO and

Brewers Retail stores and licensed establishments.

Cards can be obtained with proper identification

and a $15 fee. Applications are available at all

LCBOstores.

(BYO) Bottle-Your-Own/bulk w ine st ore:

a pilot LCBO reta il store at the Crossroads shop­

ping centre inToronto that offers customers the

opportunity to bottle and cork wine from tanks

set up in the store.

Challenge and Refusa l: this LCBO social

responsibility program in all stores helps ensure

that beverage alcohol is not sold to minors. to

persons who are intoxicated, or anyone making

purchases on behalf of these two groups . Statistics

are kept on the numbers of individuals challenged

and refused service in LCBO stores.

Ch eck 25: the LCBO frontline retail program

whereby anyone appearing to be under the age

of 25 is routinely challenged for identification.

Classics Catalogu e: published three times a year

byVintages (two full issues and one smaller supple­

ment). It offers some 500 different products, such

as premium quality spirits, criticallyacclaimed wines

from older vintages and sought-after selections from

smaller producers and estates.

Combination or " co m bo" st ores: these sell

a fullvariety of domestic beer in every size. as well

as regular LCBO products. This format originated

as a customer service initiative in smaller.usually

rural communities where there are no Brewers

Retail stores.There are two types of combo stores:

those with beer cold rooms and those without.

Cons ignm ent W arehouse : this program allows

agents/suppliers to bring products not available in

the LCBO,for sale in pre-set amounts (maximum

350 cases). Agents are responsible for finding

buyers for these products; suppliers are not paid

until the product is sold.

Depots: wholesale stores servicing licensees

and beverage alcohol trade representatives.

The five urban LCBO depot stores are not

open to the public.

Diplomatic dis count : discount on beverage alco­

hol provided by the LCBO to foreign diplomatic

institutions in Ontario accredited by the federal

Department of Foreign Affairs and International

Trade, comparable to discounts that foreign govern­

ments provide to Canadian diplomats posted abroad.

Distill ery store (on-site): a retail store authorized

by the LCBO and operated by a distiller at its manu­

facturing site.There are three on-site distillery stores.

Ethnic kiosks: these outlets supply designated prod­

ucts to specific communities . such as the Chinese

kiosk in Markham and the kosher kiosk inThornhill.

An Italian kiosk is planned for Hamilton.

Flagship stores: up to 25.000 square feet and locat­

ed in larger urban centres. these stores carry a global

assortment of LCBO General List and Vintages prod­

ucts and gifts.They also offer a complete range of

LCBO customer services and special events.

Fortified wine: wine whose alcohol level has been

"fortified" (up to 20 per cent) by the addition of

spirit (e.g.,port, sherry and madeira).

Full-service stores: up to 20,000 square feet. these

stores provide customers with a complete range of

LCBO products and services in easily accessible loca­

tions.They have a wide assortment of products

(2,500-3,000), a gift centre, and a Vintages boutique

carrying 500-800 brands. They also offer special

events to suit the specific market.

Illegally manufacture d wine : wine made by a

party in Ontario for illegal sale (contrary to the Uquor

Ucence Act), rather than for personal consumption.

IMAGE stores: the design standard for LCBO

urban stores since 1990.Design consistency gives

IMAGE stores a clear corporate identity. consisting

of green and gold decor package. light wood and

customized signage.These stores offer 1,400-2.000

products, Vintages sections and a variety of other

LCBO customer service features.

LeBO Annual Report 1997-1998 3



GLOSSARY OF LeBO TERMS continued

Land border-point duty-free shop: a retail

shop located at a bridge or tunnel exit from

Ontario, licensed by Revenue Canada to sell items

free of applicableduties, taxes. markup and levies,

and authorized by the LCBO to sell beverage

alcohol.The I I land-based border points are

privately owned and regulated by the LCBO.

LCBO Private Stock Program: this program

imports beverage alcohol products from around the

globe not carried by the LCBO. Individuals can order

case lots from anywhere in the world as long as the

supplier will ship them to the LCBO.

Licensee discount: discount on beverage alcohol

products to be served in licensed establishments,

provided by the LCBO to parties licensed by the

Alcohol and Gaming Commission of O ntario.

Limited Time Offers (LTOs): month-long price

discounts on selected beverage alcohol products.

These products are discounted by as much as

20 per cent of the ir regular price.

Uquor Control Act: provincial legislation passed in

1927 that gives the LCBO powers to control the

transportation. sale and delivery of beverage

alcohol in Ontario.

Minister of Consumer an d Commercial

Relations: Minister of the Government of Ontario

to whom the LCBO reports as a Schedule II agency.

Mini-store s: at 600-3.000 square feet, located

in high-traffic shopping areas, these stores are

designed to service a specific customer niche and

close the gap in under-serviced areas.They are

often located where there is a strong retail anchor,

includingenclosed shopping malls.Mini-stores

offer 500 of the most popular brands from the

General List and Vintages.

4 Our third straight record year

New IMAGE stores: at 7,000-10,000 square feet,

these stores provide customers with a wide range of

LCBO products . services and special events in easily

accessible locations.These stores carry 1,800-2.000

General List products and have a Vintages boutique

with up to 500 brands.The colour, signageand decor

also vary somewhat from the standard IMAGE store.

Product Knowledge Correspondence Course:

a three-level employee training program that's manda­

tory for all LCBO retail staff.The program is also

available to the public at a cost of $80.

Sal e of space program: provides LCBO suppliers

with an opportunity to purchase displayspace to

promote their products in LCBO IMAGE stores.

Shop the World: a fully integrated marketing pro­

gram designed to bring excitement to the LCBO

shopping experience and introduce the buyingpublic

to products we source from around the world.

There are usually four or five themed promotions

a year, highlightingdifferent categories of products

from our global selection. Part icipating stores offer

tastings, recipes . contests. music. food-match ing and

other act ivities.

SMAART (Strategies for Managing Ag e and

Alcohol-Related Troubles): this comprehensive

LCBO training program is designed to educate staff

about responsible service and related judgement calls,

alcohol issues and how to handle problem customers.

All LCBO employees who serve the public are

required to take SMAART training.

Sp ir it cooler: a mixture of spirit and soft drinks

or fruit juices. generally with a maximum alcohol

concentration of 6.9 per cent alcohol by volume.

Supply chain managemen t: this term applies to all

components of the product ordering and delivery

system from the time orders are placed with suppli­

ers to when the product arrives on store shelves.

U-Brew: a privately operated retail shop (not autho­

rized by the LCBO) that provides customers with

ingredients. equipment and expertise to make their

own beer at the shop.

U-VintlU-Ferment: a privately operated retail

shop (not authorized by the LCBO) that provides

customers with ingredients, equipment and exper­

tise to make the ir own wine at the shop.

Valu e -adds: bonus items attached by suppliers

to a host product.

Vintages: the fine wine. spirits and specialty beer

division of the LCBo. It offers an ever-changing

assortment of premium products of unusual nature ,

limited production andlor ethnic interest.

VQA: Vintners Quality Alliance (VQA) designation

awarded to Ontario and B.C. wines that meet strict

wine-makingand taste standards. modeled on tradi­

tional "Appellation of Origin" systems used in other

wine producing countries such as France, Italyand

Germany.

Wine cooler: a mixture of wine and soft drinks

or fruit juices, generally with a maximum alcohol

concentration of 6.9 per cent alcohol by volume.

Winery retai l store: a retail store operated by

an Ontario winery under an authorization from the

LCBO. Due to internationa l trade agreements . there

are two types of winery retail stores:"On-site" stores

at the winery that may sell only wine made by the

winery at that location, and "off-site" stores that may

sell only wine made by the winery.There are 335

winery retail stores in Ontario.
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Administrative expenses: all costs not directly

associated with warehousing, merchandising and

retail sales.They include finance and administration,

human resources, information technology, and cor­

porate offices.

Ba la nce sheet: a financial statement showing a

company's assets , liabilities, and shareholders' equity

on a particular date. In a government enterprise like

the LCBO, there is no shareholders' equity.The

owners are the taxpayers of Ontario, and their

stake in the company is represented by the signifi­

cant annual contributions the LCBO makes to the

government's Consolidated Revenue Fund.

Cu rren t assets: assets that will be used or con­

verted to cash within one year, for example , cash,

accounts rece ivable,and inventory.

Cu rrent liab ilities: debts that will come due with­

in one year.

Current ratio: current assets divided by current

liabilities. This ratio shows the company's ability

to pay its current debts from current assets.

G ross margin ra t e: margin is the difference

between revenues and the cost of sales. Gross

margin includes profit and other expenses.The

gross margin rate is expressed as a percentage

of total revenues and indicates the rate of profit

on net sales.The formula is:

Net sales - cost of goods sold x 100

Net sales

Gross sal es: includes all re levant sales taxes

and discounts.

Inc ome statement: a financial statement showing

a company's revenues, expenses and net income or

profit over a given period .

Income-to-sale s ratio: net income divided by

net sales and other income . A higher ratio indi­

cates a given amount of sales is generating more

income, usually due to lower expenses.

Inventory t urnover ratio: indicates how many

times inventory is sold and replaced during a year.

A rising ratio indicates goods are being sold more

quickly to customers.

Ne t inc o me: sales minus cost of goods

and expenses.

Ne t sales: gross sales less federal and provincial

sales taxes and any discounts (such as licensee

and diplomatic discounts).

Operational expenses : the direct costs of oper­

ating our stores and warehouses, including related

Head Office support activities.

Statement of changes in financial positio n:

a financial statement showing sources and uses

of cash during a given period .

Tot al reve nues: gross sales and other income

less discounts .

W orking capital: funds invested in current assets ,

e.g., cash, accounts receivable, inventory. More work­

ing capital means there is more cash availa~le to fund

business activities.

LeBO Annual Report 1997-1998 5
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The mission of the Liquor

Control Board of Ontario

(LCBO) is to be a customer-

focused and profitable

retailer of beverage alcohol,

a leader in promoting social

responsibility in the use of

alcohol, and an impartial and

objective regulator of the

beverage alcohol industry.

6 Our third straight record year

SERVING OUR CUSTOMERS AND STAKEHOLDERS

The mission of the Liq uo r ontrol Board of ntari o (LCB ) is to be a custo me r-focused and

profitable retailer of beverage alcohol, a leader in prom oting social responsibilit y in the use of

alcohol, and an imparti al an d objective regul ator of the beverage alcohol industr y.

To serve the interests of our custome rs and sta keholde rs, we:

) distribute and sell qu ality prod ucts at fair prices th rough a variety of retail forma ts and

othe r sales cha nnels, such as catalogues
) pro mo te the responsible use of alcohol.

The L B is a Sched ule II rown age ncy. To fulfill our respon sibiliti es to the Govern me nt

and peop le of O nta rio, we:
) max imize div ide nds to the ntario Govern me nt

) en ha nce the L B 's value to the Govern me nt of O nta rio

) man age the LC BO 's business risks.

WHAT IS CORPORATE GOVERNANCE?
or po ra te governance mean s th e processes and proce d u res a corpo ration uses to direct

and man age its bu sin ess and affairs to en ha nce sha reho lde r value . Its aim is to ensure th e

fina nc ial viability of th e bu sin ess and th e corpo ra tion's positi ve relation ship and dealin gs

with sta ke ho lde rs.

Since 1995, the Toronto and Montreal Stock Exc ha nges have required listed com panies to
d isclose their corporate gove rna nce practices. As a gove rn me nt ente rprise, we are not subject

to these polices. H owever, we believe that effective corporate gove rnance and accountability

are essent ial to fulfilling our mandate, and we have included thi s section to increase under­

sta nd ing of how we are governed.

Members of L B 's Board have respond ed to the need to establish forward-looking policies

for corpo ra te governa nce and to moni tor th ese policies to ensu re th eir effectiveness . The

LC B st rives to meet th e high est sta nda rds of both corpo ra te govern ance and di sclosure.

WE ARE A CROWN AGENCY

The L B is respon sible for th e sale of bever age alcoh ol for hom e consum ption and for

di stribution of beverage alcoho l in nt ari o. T he L B is a Sched ule II C row n agenc y.

That mean s th at altho ug h we are a crea tion of th e pr ovin cial govern me nt, with pow er s
and du ties set out in th e Liquor Control Act, we have a degree of ind ependen ce from gov­

ern me nt . As a rown age ncy, th e L B must live up to th e high est sta nda rds of ethics

and fid uc iary respon sibility.



We believe that effective corporate governance and accountability

are essential to fulfilling our mandate.

The roles and respon sibili ties of th e Member s of th e Board and LCBO officers are esta blished

in a by-law passed by th e Board.

Members of the Board are appointed by the Lieutenant G overnor, th rou gh rd er -in -Council,

on the recommendation of th e Premier and Minister of onsumer and om me rcial Relati on s.

H ere we ha ve provid ed th e highlights of our co rpo ra te gove rnance prac tices. If you wo uld

like the com plete terms of refer en ce for our Boa rd, com m ittees, and ope ra tions, o r if you

have com me nts or question s abo ut any of these issues, call o r write to:

Mary Fit zpatrick

Gen eral ounsel and ec re ta ry to th e Board

L BO

55 Lake hore Blvd. Eas t

Toronto, nt. M5E IA4
Tel. (416) 864-2578
Fax (41 6) 64-2504

THE BOARD OF DIRECTORS
The mandate of the Boar d of Director s is to su pe rv ise the bu sin ess affa irs of th e L B

Among the most important respon sibilities of th e Board are:

) developing and approvin g th e st ra teg ic plan and monitoring management's success

in meetin g its bu siness plans

) preparing annua l finan cial plans

) ensur ing that the organiza tion remain s finan cially sound

) as essing and managing bu siness risk s

) ensur ing that the L B provides high -quality ser vice to the public

) ensuring that th e orga niza tion has com m unications program to inform sta ke ho lde rs

of signific ant bu siness developments.

APPOINTM EN T OF ME M BERS TO THE BOARD
Memb ers of th e Board a re a ppo inted for a term of up to five yea rs.

The LCBO pr ovid es new Member s with a co m pre he ns ive orienta tion pr ogram , which

includes informati on abo u t its bu sin ess, ope rat ions and cur re nt st ra tegies a nd issu es, and

visits to LCB facilities. 1 ew Member s also recei ve w r itte n m at eri al s and meet with

enior managem ent.

LeBO Annual Report 1997-1998 7



CORPORATE GOVERNANCE continued

RESPONSIBILITIES OF BOARD MEMBERS

Eac h Boa rd Iernber has ind ividual respon sibilities for corpo ra te governa nce, including:

ove r ee ing th e man agement of th e bu sin ess and affair of th e L B
act ing hon estly and in goo d faith in making decisions with a view to th e best int er ests

of th e L B

having ade q ua te kn owled ge of th e L B 's bu sin ess, how it is o rga n ized , and how
it fu nctions

atte nd ing Boar d meetings and seek ing pr ofession al adv ice wh er e nece sa ry

exe rcising judgment ind ependent of man agement
avo id ing conflicts of int er est. Board Members may not ente r int o arran gem en ts
with th e L B for per son al ga in

prov id ing gu ida nce on policy development.

Performance appraisals are

tied to corporate and depart-

mental business plans: every

employee up to the vice

president level is assessed by

how well he or she helps the

LCBO achieve its objectives.

8 Our third straight record year

THE STRATEGIC PLANNING PROCESS

Since 1987, the L B has had a five-yea r st ra teg ic planning process. The process begins

with a stra teg ic planning confe rence atte nded by man agem ent and frequently by key
stakeho lde r . T he pu rpose of the confe rence is to help defin e pri orities and goa ls ove r

the five-yea r pe riod and sha pe our effo rts ove r th e sho rte r term. The Board of Director s

approves th e corpo ra te stra teg ies and reviews th e objectives develop ed by each di vision

to ach ieve th em. Per forman ce app ra isals are tied to corpo ra te and departmental bu sin ess

pla ns: eve ry em ployee up to th e vice pr esid ent level is assessed by how well he or she
helps th e L B achieve its objectives.

The stra teg ic plan is suppo rted by our five-year ca pita l plan. For further informati on ,

please see th e five-year plan sec tion in Management 's Discussion and Analysis: Beyond
the umbers.

AUDIT COMMITTEE

T he udit om mi ttee is com posed of three ind ependent Board Members elected annu­
ally by the Board . T he com m ittee ensures th e reliability and accu racy of th e L B '

fina nc ial sta teme nts and helps co-o rd ina te and improve its int ernal control fun ctions.
T he com m ittee:

) in vestigates the Board 's activit ies and operations
) adv ises and instructs th e L B ene ra l A ud it Department

) review the L B 's int ernal cont rol system, int ernal com pliance aud its, and th e

annua l budget and mak es recommendation s a required

) identi fies th e princip al risks facing th e bu sin ess and review s sy terns to manage
th ese risk

) acts as a liaison amo ng th e Board, th e L B 's Ge ne ra l Aud it Department and

th e Pro vincial Aud ito r

) ove r ees th e prod uction of th e An nua l Report.

The committee meets at least twice a yea r.



ETHICS AND BUSINESS CONDUCT

The Board of Directors is respon sible for establishing and monitoring a system for corpo­

rate governance, and for administer ing and enforcing a code of conduct for business ethics.

Following a review of th e L B ' corporate go verna nce practices, in Mar ch , 1998, th e

Board approved a protocol for th e cond uct of th e bu sin ess of th e corpo ra tion, including

terms of referen ce and pr actices for th e Board and for all com m ittees of th e Board. In
April, 199 , the Board approve d a new ode of Busin ess ond uc t, with policies for con­
flict of int erest; confidentiality; th e outside activities of em ployees, officers and Member s

of the Board; g ifts and ente rta inme nt ; and human rights.

HEALTH AND SAFETY

The Board approves an annual health and safety policy, and ensures that regular meetin gs

are held by joint bar gaining unit and managem ent health and safety committees. As part
of its monitoring of th e policy, the Board ensures it is kept informed of workplace health

and safety is ues. Reports are pr ovid ed to th e Board monthly.

STORE PLANNING AND DEVELOPMENT COMMITTEE

T his is a staff committee whi ch reports to the Boa rd . It reviews all real estate and leasing
decisions and makes recommendations to th e Board. The com m ittee meets monthly.

LISTINGS COMMITTEE

Thi i a staff com m ittee which reports to th e Board. It review s all application to list
beverage alcohol in L BO sto res, and makes recommendation s to th e Board abo ut

these applications and about th e de-listing of certa in pr oducts from L B sto res . The

committee normally meet quarterl y.

LISTINGS APPEALS COMMITTEE

This i a taff committee which reports to th e Board. It review s all appea ls of deci ion s

denyin g listing applications and de-listing beverage alcohol products from L B sto res

and makes recommendation s to th e Board. The com m ittee meets quarterl y.

GOVERNANCE OF THE LCBO DIFFERS FROM

PRIVATE-SECTOR CORPORATIONS

In public companies, boards of directors usually hav e a number of key respon sibilities
which they perform on behalf of shareholde rs to ensure an effective ystern of acco untabil­

ity. In the case of th e L B , a rown agenc y accountable to the Ontario Government,

several of th ese functions ar e performed directly by go vern me nt . This includes appoint­
ment of th e Chair and E .

YEAR 2000 COMPLIANCE

The L BO has undertaken a compreh en sive Year 2000 pr ogram to ensure th at th e
tran sition into th e mill ennium pr oceed s smoothly and that our serv ices remain uninter ­
rupted . For further information, please see Year 2000 in Management 's Discussion and
Analysis: Beyond the umbers.

The Board of Directors is

responsible for establishing

and monitoring a system

for corporate governance,

and for administering and

enforcing a code of conduct

for business ethics.
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In fiscal 1997-98, we turned in our third straight record year, paying a $745 million

dividend to the government to support important programs and services, including

roads, schools and hospitals.

hai Remar

•

at
Sport s team s that wi n back -t o-back cham pionsh ips - like the

Toron to Blue Jays in the 1992 and 1993 World eries - have

an even toug her cha llenge w he n they tr y to "th ree-pea t."

r ear

By thi s measure, th en , the L B is tru ly a w inn ing team.

In fiscal 1997-98, we tu rned in our third straight record year,

paying a $745 million d ivide nd to th e govern ment to su pport

imp ortant pr ograms and se rv ices, inclu ding roads, schools

and hospitals.

That 's an increase of $ 15 million ove r last yea r's record ;

65 milli on mor e th an th e yea r befor e tha t; and $ 160 million

more than in 1993-94.

We brok e ano the r important barrier in 1997-98: th e $2 bil ­

lion mark in net sales, w hich we'd never reac hed in our

71-year history.

We outpe rfo rmed the othe r provin cial liquor ju risd ictions in

sales growth (as we have for seve ra l yea rs running), posting

an 8.7 per cen t volume g rowth rat e; th e closest jurisdi cti on

was ewfound land w ith 2.2 per cen t. In value sa les, we tied

with ewfound land fo r fir st w ith a 6.5 per cen t ga in .

We believe th er e is still roo m for the LCB O to improve. Sales

to hom e consume rs ha ve tr adition ally represented m or e th an

85 per cent of ou r bu sin ess, w ith th e rest movin g th ro ug h

wholesale cha nnels to licen sees and O nta r io's beer sto res .

In recent yea rs, ou r w ho le ale bu sin ess has g row n fas te r

than th e home consumer m arket , and now sta nds at ab out

19 per cent of our tota l sales. If we ca n cont inue to serve our

w ho lesale custome rs wel l, while bringing th e mor e pr ofitabl e

co nsume r m arket close r to its hi stori c level , we can deli ver

eve n g reate r d ivide nds to th e peopl e of ntario.

THE FACTORS BEHIND OUR SUCCESS
Like m any m aj or ret ail ers, we ben efited fro m ntarro s

im pro vin g eco no my, and th e consume r confide nce th at came

w ith it. But to ben efit fro m exte rn al for ces, you have to have

vision, lead er ship, a wo rka ble plan , and th e resources to put

it in to action . The LC BO brought all th ese elements together

thi s year to set new records in pr oducti vit y and pr ofit ability.

O ur fro nt- line em ployees a re mor e enthus iastic, focu sed

and kn owl ed geabl e th an eve r. Managem ent is developing

and im plemen tin g st ra tegic plan s th at ar e both innovati ve

and workabl e, m aking th e LCB O sho pping expe rience mor e

ente rta in ing, co nve nient and en joyable for th e cu stom er.

These plans we re ca rried ou t w ith th e suppo rt of th e

Govern men t of nt ari o - and in particular, th e Minister

of ons ume r and om rne rcial Rel ati on s, th e H on. D avid

T subou chi - and a knowl ed geabl e Board of Director s.

LeBO Annual Report 1997-1998 II



OUR THIRD STRAIGHT RECORD YEAR continued

The LCBO is piloting a Bottle-Your-Own wine service at its store inToronto's

Crossroads Shopping Centre at Weston Roadand Highway 40 I. Customers

can bottle red or white wines from Ontario, California or Chile - ideal for

those who want to save a little money, but don't have the interest, time

or space to make their own wine.

Some of the innovations we offered in fiscal
1997-98:
) Year-round Sunday shopping: T his was a conven ience

the majori ty of customers wa nted, as d id our suppliers
and our em ployees' uni on. ow that it's here we' re seeing
increased custome r satisfaction - and some increm ental
g rowth in bu siness.

) Changes to our stores: The L B store network is con­
stantly improving to meet the needs of its custome rs. Based
on market research, we open new stores, or relocate or reno­
vate existing ones; we're wh ere people want us to be. In
fiscal 1997-98, we opened three new stores in Toront o and

ttaw a and expanded three others in Toronto, Parry ound
and iagara Falls. We closed one store in ornwall- where
two other stores could adeq uately serve the market - and
an oth er in Thunder Bay, wh ere a new and larger sto re was
du e to open.

12 Our third straight record year

) Agency Store expansion: ome sma ller com m unities in
ntari o are a long way from the near est L B store, but

aren't large enoug h to support th eir ow n sto re. In such
com m unities we partner with existing retailers wh o win
the right to sell our products along with othe r goo ds . In
1997-98, we adde d seven L B age ncy sto res to the 90

already in ex istence .

) AIR MILES: Lik e many progressive retailers, we now offer
IR MILES Rewards as a bonu s on purchases made in our

stores. It's a way to reward loyal L B custome rs, who can
earn free air travel, baseball and theatre tick ets, movie pass­
es, ca r rentals and many more non -flight rewards.

) BYO: Sho rt for Bottl e-Your-Own, thi s serv ice has been
offe red at one Toronto store on a pilot basis since ovember.

onsume rs can fill bottl es with red or white bulk win es
from ntario, hil e or California, cork th em, and eve n

print their ow n custom label s.

) Licensee credit: In February, the L BO becam e Ca nada's
first provincial liqu or autho rity to offer credit card payment
opti ons to owne rs and operators of licensed establishme nts.

These initi ati ves - some of which are di scussed in g rea ter

de ta il on pages 21-27 - build on the ga ins mad e in previou s
fiscal yea rs, wh en we introduced:
) Credit and debit card payment options for consumers:

these now account for 14 and 19 per cent respecti vely of all
L B tr an saction s and mak e sho pping more conve nient
for cu tom er s - and mor e secure for those wh o don 't lik e
to carry a lot of cash.

) Limited Time Offers: month-long discounts on selected
products. Mor e than 750 products were discounted by up
to 20 per cent in fiscal 1997-9 .

) Value Adds: bonus item s attached by supplier s to a host
pr oduct. Som e 850 pr oducts carried value-add item s last
fiscal yea r.

) Extended hours: many more LCB sto res now stay open
later as a conve nience to today's busy customer s.



) Shop the World: th is series of month-long promotions has

brought exc itement to our sto res - and solid sales increases

to the suppliers of pr oducts fea tured d uring eac h "world

event." Eac h promotion feat u res a ran ge of int er estin g

products built a round a theme, count ry or region ; ugges­

tions and recipes for matchi ng foods; contests for trips;

and more. ew this f cal yea r were custom ized compact

discs of complementary music. ne do llar from the sale of

each D we nt to th e hildren's Wish Fou ndation, raising

more tha n 23,000 in all.

All of these innovations have helped us become the k ind

of retailer consumers want us to b . And fran kly, the kind

we wa nt to be. number of years ago, senior executives at

the L B d rew up a list of programs and services that could

help the L B complete its tra nsfo rmation fro m distribut ion­

oriented bureau cracy to dy na m ic customer-o rien ted retail er.

Just about all of the inn ovati on s I' ve mention ed we re on

this "w ish list". I'm pleased we've been able to bring it to

life in our sto res.

Another reason we contin ued to evolve 0 succes fu lly is the

stability and continu ity of our sen ior team. Since I joined the

L B in 1991, we've had largely the same sen ior manage­

ment team in place, including Executive Vice President

Larr y Gee . Having this ki nd of stabi lity has been key in

Our three-level Product Knowledge

Correspondence Course - once

optional - is now mandatory for all

Retail employees. And we augment

that course with numerous other

training programs, including That's

the Spirit, designed to make every

frontline employee more knowl-

edgeable about wine, spirits and

beer, and better able to share

that knowledge with customers.

The LeBO staged five Shop

the World promotions in fis­

cal 1997-98, each featuring

products that focused on a

different country, region or

theme. Shop the World not

only adds excitement to the

LeBO shopping experience ­

it boosts sales ofthe featured

products by as much as 65

percent year over year. At

right are examples ofthe

appealing displays created for

three recent "world events."
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OUR THIRD STRAIGHT RECORD YEAR continued

bringing our vision to reality. nd now th a t we have in place

a pay-for-performan ce plan fo r m an agement - im plemented

this fiscal yea r - I beli eve we w ill be able to retain m ore of

th e m an ager s a nd othe r profession al staff w ho had been

leavin g th e LeB fo r th e p riva te sec to r.

KNOWLEDGE WORKERS

o retailer ca n succeed unless its sto res a re staffed by m en

and women who know abo ut - and ca re abo ut - th e pr oduct s

th ey sel l. eve r has th at been t rue r of th e L B th an tod ay.

ur three-level Product Knowl edge o r respon d en ce o u r e

- once optional - is now mandat ory for all Ret ail em ployees.

nd we aug ment th at co urse w it h nume rous ot he r t ra ining

pr ograms, including That 's the Spirit, desig ned to ma ke every

frontlin e em ployee m ore knowled geabl e abo ut spir its, and

better able to sha re th at k nowledge w ith custome rs. Recent

surveys sho w th at cus to mers recogni ze and apprec iate the

subs tan tia l improvements we've m ad e in this a rea. H elping

cus to mers m ake m ore informed sho pp ing decisions also

impro ves the bottom lin e.

W e also ha ve ongoing t ra in ing p rograms for ou r d ist rict

and sto re m an ager s, to help the m ens u re th e ir sto re a re

alway read y for busin ess, w ith th e right product select ion
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a nd se rv ices fo r th eir co m m u nit ies . T hey' re now better

eq u ipped th an e e r to perfo rm wel l in th e fas t-paced,

increasin gl y co m plex world of ret ail.

RIGHT ON TARGET

O ur sto res and wareh ou ses have never been m ore produc­

tive. In fisca l 1997-98, we set 14 target s for p rod uc tivi ty in

our Ret ail and Di stribution di vision s - and met o r exceeded

everyone . W e've also worked hard to co nta in our ad m in is­

tr a ti ve cos ts, and these too a re lower tha n they we re th e

yea r befo re. By managing our growth, and co ntroll ing our

ex pe nses, we've been able to pr ovid e th e best possibl e return

to our sha re holde rs.

G rowth in sa les has not been limited to anyone cat egory.

In fact, eve ry ca tegory - w ine, spirits a nd beer , domestic a nd

im ported - d id better thi s fisca l yea r tha n last , w hile prices

remained sta ble. G rowing ac ross a ll ca tego ries - rather th an

ju st one a rea - sho uld help us resist a ny se riou downturns

shou ld popu la r tastes change d ras tica lly in th e near fu tu re .

ur su pplie rs a lso deser ve a lot of cred it for ou r success.

In a ll ca tego ries, they've worked closely w ith our buyer s to

bring inter est a nd innovati on to our sto res . By d eveloping

new p rod ucts, as we ll as new sizes to su it eve ry budget. ..

by desig n ing eye -catch ing pac kaging ... by work ing w ith

us to stage dy nam ic, popular p ro motio na l a nd ed ucationa l

eve n ts . .. these supplie rs en ha nced th e selec tion a nd ve rsa ­

tility of the products we can offer our customers.

Bev erage alcohol has become a popu la r g ift fo r birthdays,

an n ive rsa r ies and ma ny ot he r spec ial occasions . In fact,

nearl y 40 per cent of ou r customers incl ud e alcoho l on th eir

g ift lists. Wi th free g ift w ra p ping and g ift pac ks in m an y

of our stores, and expanded g ift cent res and inter acti ve g ift

regist r ies in so me, we hope to ea rn a n even g rea te r sha re

of ana da's lu cr ati ve g ift m arket.

We're a l 0 offe ring our customers m ore ways to sho p fo r our

p rod ucts. ustomer s ca n now bu y rare pr emium pr oduct s

through the \ intages' Classics Catalogue, a we ll as a "Spirit

Beverage alcohol has become a popular gift for birthdays, anniversaries

and many other special occasions. In fact, nearly 40 per cent ofour

customers include alcohol on their gift lists.



ofGiving" holid ay gift cata log ue . Selec ted products can also
be ord ered via the Internet. And we've set up a hop at

Home ser vice that custome rs can access ove r th e ph on e.

RESPONSIVE ... AND RESPONSIBLE

Minor s and people w ho are int oxicated are finding it harder
than ever to purchase alcoho l in an LCB O sto re . O u r sta ff

are train ed to cha llenge anyo ne w ho appears under age - in

fact, anyone wh o appears to be un der th e age of 25 - and
ensure they have valid iden tificati on , including our ow n

BYIO card. We refuse to serve an yon e w ho seems impaired.

Tor will we sell to anyo ne wh o mi ght be bu yin g on beh al f

of und erage or int oxicated peopl e.

In fiscal 1997-98, LCB em ployees cha llenge d 648,092

would -be custome rs - abo ut 80,000 mor e th an in th e pr evi­
ous fiscal year. Of th ose cha llenge d, 81,427 we re refused

service, about 5,000 mor e than in th e pr eviou s yea r.

To help em ployees prevent sales to minor s and intoxicated

people, we crea ted a second-gene ra tion video-based tr aining

program. The latest version of SMAART - w hich sta nds

for trategies for Ma naging Age & Alcoho l-Rela ted Troubles
- was to be rolled out in th e spring and sum me r of 1998.

We also develo ped our largest eve r publi c ed ucation cam paign,

which includes a stro ng ant i-d rinking and dri ving com ponent .
The $1.5 million cam paign consists of a cinema com me rcial,

a series of radio spots, and print ads in new spapers and maga­

zines (includ ing our own Food & Drink consume r publi cation ).
The Ontario Ministry of Transportation and MADO Ca nada

partnered with us on thi s effo rt, as they have on othe r cam­

paigns in the past.

Each year we raise hundred s of th ou sands of dolla rs for char­

ity, from a variety of sources, and 1997-98 was no exce ption.

Our employees raised $ 156,000 for th e U nited Way th roug h

donations and suppo rt of special eve nts - an all -tim e record,
and the best showing by any nt ari o Govern me nt age ncy in

1997. We ra ised anot he r $230,000 thro ug h don ati on boxes at

our counte rs - and th at does n' t include $94,000 .collected for

ice storm victims in just three wee ks in ]anuary, 1998.

Police arrest an impaired driver in a scene from a SMAART training

video produced by the LeBO to help employees preventsales to minors

and intoxicated people. AllRetail employees are taught to refuse service

to anyone who appears intoxicated, and to ask anyone who appears

younger than 25 to show valid ID.

MODERNIZATION PLANS PROCEEDING

In eve ry way, th en , we had a g rea t yea r. ver $2 billi on in

net sales. Record profits. Lower ex penses . Hi gh er prod uctiv­
ity. A record number of peo ple cha llenged for proof of age

and sob riety.

nd yet we kept looking for ways to fu rt he r im prove.
In th e sum me r of 1997, the LCB and the Minist ry of

onsume r and om me rcial Relati on s (MC R) launched

a joint Mod erni zati on Review to ensure th e taxpayer and
cus tome r get th e best value for mon ey fro m th e LC B .

W e th en developed a number of proposa ls, always with th e

goa l of im pr oving respon sible service and pr ofitabili ty. Afte r
a third-pa rty ana lysis by exte rna l consultants, recom men da­

tions we re sent to Ministe r Tsubouch i, who in turn mad e

recommendation s to Cabinet.

Ca bine t has since approved a plan to in vest in th e ex isting
reta il network , so th at th e LCB can furt her im pr ove

serv ice and effic iency, while cont inuing to focus on social

respon sibility.
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OUR THIRD STRAIGHT RECORD YEAR continued

This posteris part ofan LeBO campaign that informs consumers about

the impaa illegal alcohol can have on theirhealth, as well as Ontario's

economy. Smuggling and illegal winemaking now account for slightly less

than 10 per cent ofOntario's totalbeverage alcohol market- down from

an estimated 15 per cent just five years ago - thanks in large part to

the effortsofLeBO investigators and theirpartners in law enforcement
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In keeping with th e govern me nt's cont inued su ppo rt for
modernizati on , th e L B will :

> offer more full -ser vice stores with a grea te r selection

of products and services

> open new L B stores in under -ser viced areas

> work with su ppliers and othe r beverage alcoho l retail er s
to ensu re th at consu me rs and all bu sin esses in thi s sector

ben efit fro m further mod erni zation.

The L BO will also review eve ry step of its supply chain
managem ent process - everything from th e way products

a re listed to how products ge t to store shelves . This review

will focus on identifying cost-sav ing oppo rt unities, as well
as ways to fu rthe r improve th e respon siveness and flexibility

of th e su pply cha in pr ocess.

Key sta ke holde rs, including em ployees, th e ntario Liquor

Boards Em ployees ' Union and suppliers, will be informed
of th e direction and outcome of this review and any othe r

changes to th e LB.

THE COMING YEARS

By th e tim e thi s annual report is printed in th e fall of 199 ,
th e question of our future may well be resolved. Pr emi er

Mike Harris recentl y told reporter s at Queen 's Park that th e

L B wa s "a tr em endous success story . .. far more efficient,
effective, mor e custo me r friendly" than it had been before

his govern me nt took office in 1995. H e indicat ed th e LeB

was not one of th e as ets th e govern me nt planned to ell at

thi s tim e.

This of course was good new s. 0 was th e ratification of a

new tw o-year collective agr eem ent with the Ontario Liquor

Boards Employees' Union in Jun e, 1998. The contract, which

runs to March 31, 2000, provides for pay increases of two per

cent a yea r, as well as lump sum paym ents totalling 1,400

per permanent full -time em ployee ove r the tw o-year con ­
tra ct; part-time em ployees w ill ea rn a pro-r ated sha re of

th ose payments.



Capital funding will help us implement exciting marketing plans to establish the LCBO

as Ontario's "source for entertaining ideas" ... the place consumers come for information

about food matching, party planning, responsible hosting - all aspects of entertaining.

We have asked the gove rn me nt to approve a capita l plan for
the next five years, so that we may continue to ren ovate and

relocate older sto res, and build new sto res whe re need ed.
T hese would include larger full -ser vice sto res, as well as

mini -stores and kiosks to increase conve nience and improve

service to our ethnic custo me rs or niche market seg me nts.

This capital funding will also help us implem ent exc iting

marketing plans that would establish th e L B as mario's

"source for ente rtaining ideas" .. . th e place con sumer s com e

for information about food matching, party planning,

responsible hostin g - all aspects of ente rta ining .

This is an imp ortant part of ou r strategy to improve service

to the home consume r - espec ially th ose identified throu gh
extensive market research as bein g most int er ested in ou r

offerings, and wh o will provid e th e maximum return on

our investment.

We will work dili gentl y to ensu re minimum di sruption from

the Year 2000 computer problem - di scussed at g rea ter leng th

on page 32.

Fighting the illegal market w ill rem ain a pri ority. W e mad e

inroads against illegal wine maker s and sm ugglers on two

fronts this year: by partnering with law enforceme nt age ncies
such as the R MP, PP, municipal and region al police forces,
Customs Canada and th e U.S . Bureau of Alcoho l, Toba cco

and Firearm s to shut down sm ugglers and illegal wine mak­

ers; and by offering the kind of service the bootlegger s can' t

hope to match, includ ing lab-tested products, kn owled geable
employees, conve nient paym ent options and mor e.

As you may ha ve read in recent new spap er sto ries, some
municipaliti es would lik e to see th e go vern me nt pass legisla­

tion to help them recoup some of the costs of recyclin g glass

bottles. Wheth er such legislati on is passed , and in wha t form,

remains to be seen. As alway s, th e LeBO will do eve rything

it can to protect th e env iro nme nt and carry out the policy
direction s of go vern me nt .

Our future th erefor e is lar gel y sunny, with scatte red clouds

mix ed in, as weather peopl e like to say.

The hor izon seems to be clearing, at least as far as pri vati za­

tion of th e L B is conce rne d . A conse nsus is forming th at

we sho uld not be sold, but continue to improve.

Further improvem ent won 't be easy, becau se we ha ve alr ead y

done much to improve our products and serv ices, as well as
th e di vidend we pay to gove rn me nt .

W e'll reall y ha ve to dig down for new ideas, new wa ys

of doin g things better , of making ours elves eve r mor e rele­

vant to th e lives of ntarian s, while rem aining vigilant
and responsible.

I beli eve we can do all that, if we have th e need ed working

capital. W e've got th e right team, and th e right playbook ,
to make fiscal 1998-99 an other record year.

Andrew S. Brandt
hair and E

Toronto, O nta rio

June, 1998
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Our senior management team shows some

of the awards won by the LeBO in recent

years for retail innovation, social responsi-

bility, store design and communications.

Back row, left to rightDavid Wilcox, Vice President, Merchandising; Murray Kane, Vice President, Human Resources; Alex Browning, Vice President, Finance &Administration;

Gerry Ker, Direaor, Corporate Policy. Middle row: Bill Kennedy, Director, Corporate Communications; MaryFitzpatrick, General Counsel and Secretary to the Baard of Directors;

Gar Sherwood,Vice President, Retail; Shelley Sutton, Director; Strategic Planning. Front Barry O'Brien, Direaor, Corporate Affairs. Absent from photo: Ian Martin, Vice President

Distribution and Hugh Kelly, Vice President, Information Technology.
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"I believe the Innovative Retailer of the Year award confirms we've got what it takes

to be Ontario's source for entertaining ideas." LeBO Executive Vice President Larry Gee

•

nga a A)
CANADA'S MOST INNOVATIVE RETAILER -AGAIN!

Being named Innovative Retail er of the Year by the Retai l ouncil
of anada in 1997 was one of the L 13 's proudest moments.

Winning the ouncil's top award again in 1998 was no less exciting .

The Innovative Retail er of the Year award - which acknowl edges

overall ind ustry lead er ship and innovative approaches to customer

and employee relations - was presented to the L 130 in the large

store catego ry for the second straight year in June, 1998.

The L B also won an Excellence in Retailing (ERA) award

for Staff Development & loti vation, and was a finalist in two

othe r categori es.

"We were up against some very tough competition in all cat e­

gories," said Executive Vice P resident Larry G ee. "The other

finali sts for th e Innovative Retai ler of th e Year - hapters,
H om e Depot and Famou s Play er s - ar e some of anada's best

retail er s. To be nominated alon gsid e th em, and be voted best

in class by our peer s, shows how far we' ve come in ou r quest
to be anada 's top retailer.

"Today' L B operates in a shared marketplace," he added.

"To succeed in that marketplace, we have to meet and exceed the

expectations of our custom ers, and pro vide them with an informa­

tive and satisfying sho pping experience. To obtain 'w allet share' we

have to be top -of-mind with consumer wh en they're thinking of

treating them selves or bu ying gifts. We can only earn their business

through compellin g custom er service.

"I believe the Inn ovative Retailer of the Year award confirms we've

got what it tak es to be ntario's sour ce for ente rtaining ideas."

The taff Moti vation & Devel opment award deser ves eq ual
mention, according to Gee. "This comes for th e lat est ph ase

LeBO ExecutiveVice President Larry Gee

of a training program called That's the Spirit, whi ch we develop ed
with th e Di still er s' ounc il of Ontario and th e Associati on of

an adian Distill er s to eq uip our frontline em ployees with the

product kn owl ed ge and confide nce to better in form custo me rs

about spirits, and food and bevera ge matching.

"This program has cont ributed greatly to the revitalization

of the spirits catego ry, whose high er profit margin s helped us

achi eve our record di vidend of 745 milli on in fiscal 1997-98."

Being named a finalist in two othe r catego ries - Marketin g &

d verti sing and Store Layout & Design - shows that excellence

is not confined to anyone area at the LCB , Gee notes.

" ur em ployees work hard at being the best at whatever they do,

wh eth er they'r e serving the public or working behind the scenes

to deli ver on our commitment to excellence.

"It tak es a team to win - wh eth er in com petitions such as

the ERA aw ards or the eve ryday com petition of the marketpla ce ­
and a winning team is wh at we've go t."
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When you've had as successful a year as we did in fiscal 1997-98, it's bound to
be marked by many highlights: new customer service initiatives, landmark social
responsibility events, promotions and product launches....

We've selected seven initiatives that stand out among everything we did in fiscal
1997-98 to improve customer service, generate record revenue dividends for our
shareholders - the taxpayers of Ontario - and contribute in other ways to the
many communities we serve.

1 7 -
SERVING ONTARIO ... SEVEN DAYS A WEEK

There was a tim e wh en sho pping for liquor on Sundays
in Ontario would hav e been unthinkable.

Times have change d . People want to sho p wh en and wh ere
it's conve nient for them ... and not just for bevera ge alcoh ol.

Sunday sho pping in ge ne ral has been widely accepted in
ntari o since 1995. So wh en th e govern me nt anno unced

ove m be r 14 th at L B and beer to res could ope n

Sundays yea r round, most ntari o consume rs and visito rs
welco me d this latest custome r serv ice initiati ve.

unday sho pping for beverage alco ho l had been tested
on seve ra l occas ions in th e pa t tw o years, most recently

in ugu st, 1997.

By th e end of th e 1997-98 fiscal yea r, abo ut 550 L B sto res
were opening on Sundays, most of them from 11 a.m . to 6 p.m.

bout 20 L B .sto res will remain closed on Sundays

becau se th e bu sin ess just isn 't th er e. An other 24 L B

stores will rem ain closed on Sundays becau e local councils
filed objections to unday openings , and we respect th e

wishes of th ose com m u nities.

Right Sunday shopping not only makes life more convenient for today's

busy customer- it also helps battle the illegal market,which does most

ofits business when our storesare closed.

Sunday sales added about $25 million to LCB sales

in fiscal 1997-98, ba ed on increm ental sales of about

$ 1.2 milli on a week ove r th e 21 Sundays we were open.

O ver a full fiscal yea r, th at would boost sales by abo ut

$40 million.

While sta rte d primaril y as a conve nience to custome rs and

tourists, unday sho pping sho uld also repatriate some sales
fro m nt ari o's illegal alcoho l market, which does most of

its bu sin ess when ou r sto res close .
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HIGHLIGHTS 1997-1998 continued

AIR MILES TAKE OFF

This year, we began offering AIR MILES Rewards as a bonus on purchases in our stores.

Customers enrolled in the AIR MILES Reward Program earn free air travel, baseball and

theatre tickets, long-distance calls, movie passes, car rentals and other rewards.

As a socially responsible retailer, the LCBO can't offer deep price discounts, but we

can reward loyal customers, and show them we value their business.

That's important, considering we hold less than a 40 per cent share of the beverage alcohol

market in Ontario. And we compete not only against other beverage alcohol retailers for

market share, but against other providers of gifts and entertainment for what is known as

"wallet share."

AIR MILES collectors get one travel mile for every $20 spent at the LCBO on a cumulative

basis over a one-month period.They can then redeem the miles for free air travel and

other non-flight rewards. Bonus travel miles may also be added to products by suppliers;

these may not exceed $5 in value, or 20 per cent of the product's selling price.

The AIR MILES program was tested at 86 Toronto-area stores in August and

September, 1997; customer reaction quickly convinced management to extend

it to all stores in October.

Some LCBO customers were already collecting AIR MILES or similar rewards by using

certain credit cards in our stores; our new AIR MILES program simply extended that

opportunity to all LCBO shoppers.

. In addition to rewarding loyal customers, it's hoped this initiative will help chip away at

Ontario's illegal market. As Chair and CEO Andrew S. Brandt noted when the AIR MILES

Reward Program was launched: "We owe it to the government - to all stakeholders - to

maintain or increase our revenue dividend by drawing people away from the illegal market."

The AI R MILES Reward Program

was tested at 86 Toronto-area

stores in August and September,

1997; customer reaction quickly

convinced management to extend

it to all stores in October.
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The program also offers the LCBO a chance to develop strategic alliances with some of

the other 120 major Canadian corporations that sponsor the AIR MILES Reward Program.

We'll also have access to the AIR MILES database, which provides us with useful information

that can help ensure our stores are well located and stocked with the right mix of products

and services that customers want. Although information on individual collectors is strictly

confidential, aggregate data will help us improve our marketing and social responsibility pro­

grams, as well as customer communications.

Customers can indicate on their AIR MILES card applications whether they want

to receive information about upcoming tastings, product launches, special events,

and social responsibility initiatives.



In February, 1998, LCBO became Canada's first provincial liquor

authority to offer credit card payment options to owners and

operators of licensed establishments.

This would be espec ially helpful to th e

19- to 25-ye a r-o lds who m ak e up much

of the hospitality industry workforce,

th e Minister added . " It 's importan t

that we ope n up as many o ppo rt un ities

as possibl e for today's you ng people."

"T he use o f cred it ca rds will improve

licen sees' cash flow and tie up less cap­

ital in in ventory," he pr edicted.

Licens ees now account for approximately

14 per cen t of th e L B 's net sa les.

Acco rd ing to nt ari o 's M in istry of

onsumer and orn merc ial Relati on s,

th e move will boost yo u th employ­

m ent, im pr ove selectio n in licen sed

establish ments a nd help fig ht th e

illegal a lco ho l t rade.

LICENSEE CREDIT A FIRST FOR CANADA
In Fe brua ry, 1998, we became an ad a 's "We hadbeen looking at ways to improve

first p ro vin cial liquor aut ho rity to offer our se rv ice to th e licen see m arket, which

cred it ca rd pay ment op tions to owne rs i an important - and growing - seg ment

and operators ofl icensed establishments . of our customer base," notes hair and

E A nd rew S. Brandt. " Extending

cred it to licen sees is one pos itive ste p in

th at d irec tion."

Debit and cred it ca rds have pr ov ed

popular a t th e L B since th eir use

was approved by govern ment in th e

fa ll of 1994; togeth er th ey now accou nt

for abo ut one- th ird of a ll transaction s

(19 pe r ce nt d ebit ca rds and 14 per

cent credi t ca rds) .

While licen sees co u ld use d ebi t ca rds

in our sto res , lik e co ns u mers, th ey

cou ld not pay by cred it ca rd - until

thi s yea r.

"This m ove is the eq u iva len t of a

$3 14 million lin e of cred it for ntario

licen sees," says Ken Baxter , hair of th e

nt ario Restaurant Assoc iat ion . "This

w ill go a lon g way to reducin g our

ad m in ist ra tive cos ts and m aking us

m ore efficient ."

ons u mer a nd orn merc ia l Rela tion s

Minist er Da vid T subouchi , w ho

a n no u nce d th e initiati ve a t a To ronto

restaurant February 10, ex pec ts licen see

cred it to help th e hospitality industry

crea te job s.

Licen sees say th e m ove will ena ble th em

to keep a br oader selec tion of products

on hand.

The initiati ve cou ld also pr ove a useful

weapon against th e illegal market ,

accord ing to Br andt. "T he optio n of

payin g on cred it g ives licensees ano th­

e r incentive to bu y th eir pr oducts from

us, rather than illegal cha nnels , wher e

transacti on s a re cas h only."

Customer Service Representative Kimberly

Churchill rings up a sale for Donna Rose,

Manager ofToronto's Safari Bar & Grill, one of
16,000-plus licensed establishments in Ontario.

This year, the LCBO becamethe ftrst Canadian

liquor jurisdiction to offerlicensees the option

ofpaying by debit or credit card. For licensees,

that's more than a convenience - it'sa $300

million line ofcredit that can help them do

business more efficiently.
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HIGHLIGHTS 1997-1998 continued

Attractive, upgraded storesconsistently lead to

increased satisfaction for LCBO customers, and

a greater dividend for the taxpayers of Ontario.

Two key players behind the redesign of many

of our storesareJackie Bonic, Direaor of Store

Dev.e/opment & Real Estate, left, and Nancy

Cardinal, Direaor of Marketing Communications.
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OUR NEW IMAGE IS A WINNER
Ifyou judge our new store on Avenue Road north of Lawrence inToronto by looks alone,

it's clearly a winner.

Just months after its grand opening in June, 1997, Store 452 (as it's known internally) won a

visual merchandising and interior design award at a prestigious competition held by the New

York-based Institute of Store Planners. It was the 21st store design award won by the LCBO

since 1990.

Airy and filled with natural light - complete with a gift centre, a Vintages section and many

of the other features our customers expect in a full-service store - 452 gets rave reviews

from customers interviewed by our Customer Insights Group.

Store 452 is a winner in sales too. In its first year, the store broke into our top ten list, based

on sales during the critical pre-Christmas period. It's expected to top $1 I million in sales

a year, without "cannibalizing" business from nearby stores; in fact, the entire trading area

is up 40 per cent.

Consumers can expect to see more stores based on this design in the near future , says

Store Development and Real Estate Director Jackie Bonic."This will be the model for

all new full-service LCBO stores: attractive and inviting,yet durable and cost-effective."

Whenever the LCBO renovates, relocates or opens a new store, it's because we've conducted

market studies and listened carefully to what customers have told us through in-store surveys ,

suggestion cards, focus groups and phone interviews.

Like any progressive retailer, we want our stores to be where most people want them to be:

well located, visible and accessible, with plenty of parking, and attractive, informative displays.

The end result is higher levels of satisfaction and greater profitability,which translates into

greater earnings for the province.



UPC SCANNERS COME TO STORES
When you cond uct more than 77 million
tra nsac tions a year, as th e L B does,
saving eve n a few seconds per tra nsac -
tion can add up to eve n faste r custo me r
service and increased producti vity.

ew U niversa l Product ode (U P
scanne rs in our sto res do th at and
a lot more.

For years, L B cashiers had to read
a six-d igit number on every bottle or
case sold and key that code into their
register by hand.

When you conduct more than 77 million transactions a year, as the LeBO

does, saving even a few seconds per transaction can add up to even faster

customer service and increased productivity.

That 's more convenient for our cus­
tom ers, espec ially at busy tim es lik e

hri stm as, Easte r and summer lon g
wee ke nds . nd tim e saved on cash
mean s our sta ff can spend more tim e
providing othe r types of custome r
service, like prod uct information

or food matchin g.

canners also tends to be mo re accurate
than data entry, whi ch means they pro­
vide the L B with even better inven­
tory contro l than we've had in the past.

In fi cal 1997-98, all L B stores got
new eq uipme nt that can scan labels and
"tell" a cash register what's been bough t.

ashiers sim ply swipe a bottl e past the
scanne r, which ends th e in formation
to the cash register. The scanne r - nor ­
mally mounted beside a cash - can also
be unclipped to read codes on cases.

nd sup pliers all over the wo rld will
soon be using the same codes . oods
will move from the supplier to our
wa rehouses to our sto res to our
custo me rs, with every transaction
record ed via the UP .

T hat's especially im port ant to an orga ni­
za tion like the L B , which sources
some 10,000 prod ucts from more than
60 count ries worldwide.

Our retail employees can now scan Universal

Product Code labels, ratherthan keying in

product codes by hand.This speeds up every

transaction - and ensures more accurate

inventory control.
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HIGHLIGHTS 1997-1998 continued

We were proud to raise more than $22 7,000 for

Canada's Commonwealth Games athletes during

an in-store promotion that ran March 4-29 in

569 LCBO stores.
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QUEST FOR GLORY •.. AND CONTRIBUTIONS
We were proud to raise more than $227,000 for Canada's Commonwealth Games

athletes during an in-store promotion that ran March 4-29 in 569 LCBO stores.

Previous promotions held in 1995 and 1996 to benefit endangered species and their

habitats had proved that LCBO Shop the World events could provide a solid platform

for fundraising, while building issue and product awareness.

Based on the same model, Quest for Glory raised $227,000 to help send Canadian

athletes to the XVI Commonwealth Games in Malaysia in September, 1998.

Funds were raised in three ways:

) 27 participating suppliers contributed a total of $173,500;

) donation boxes at LCBO checkout counters raised another $12,800;

) and the sale of commemorative T-shirts raised $40,862 through August I, 1998.

Quest for Glory also raised public awareness about the Games, and the challenges

facing Canada's amateur athletes, in several ways.

The March 4 Toronto launch, which drew such noted athletes as swimmer Mark

Tewksbury, gymnast Elfi Schlegel and cyclist Steve Bauer, generated considerable

media exposure.

An in-store contest, with a trip for two to Kuala Lumpur as the grand prize, sparked

further interest in the Games.

Prominent athletes made personal appearances at LCBO stores in Toronto, Hamilton,

Ottawa and Niagara Falls,where they signed autographs, and discussed training methods

and the importance of funding to Canadian amateur athletes.

LCBO customers were also invited to sign "Petitions of Support" in all stores, which

will be displayed at the Canadian quarters in the athletes' village during the Games.

"The kind of support the LCBO, its suppliers and customers are providing is absolutely

vital to Canadian athletes," track cycling champion Lori Ann Muenzer told reporters

at the March 4 media launch.

The Commonwealth Games are the world's second-biggest international competition,

after the Olympics. About 6,000 athletes from 70 nations on five continents are expect­

ed to participate in Malaysia in September, nearly double the number that took part

in Victoria, B.C., in 1994.

Canada hopes to send some 400 athletes, coaches and support personnel to compete

in events such as track and field, cycling and swimming.



COLD HANDS, WARM HEART

When th e worst ice sto rm in mem or y

struck Eastern nt ari o and Quebec

in Januar y, LCB O custome rs showed

just how warmhearted th ey can be.

In just three wee ks , th ey poured

$94,000 into donation boxes in our

596 sto res ac ross nt ari o - th e most

success ful suc h fundrai sin g dri ve in

our 71-year histor y.

According to man y L B sto re man ­

age rs, cus tomers jammed don ati on

boxes so full of looni es, tw oni es, ten s

and eve n tw enties th at man y had to

be em ptied frequently during th e

three week s th ey we re at chec ko uts .

onsumer and ornme rcial Relation s

Minister Da vid T subou chi ca lled th e

. fund ra ising cam pa ign " re ma rkable ...

W e knew th e peopl e of O nt a rio wer e

ge ne ro us, but thi s was ext rao rd ina ry."

It wa s Minister T subou chi wh o fir st

anno unce d Januar y 13 th at th e L B

would be a focal point for co llec tion

efforts . "T he L B is th e per fect net­

work to collec t ass ista nce provin ce

wide," he said at th e time.

The results sho w he was right on

th e mon ey. Becau se th e provincial

govern me nt mat ched fund s for eligi ­

ble costs at a rati o of up to four to

one, th e $94,000 raised in our sto res

is wo rt h cons ide ra bly more to th e

sto rm victims of Eastern nt ari o.

Minister T subou chi lat er com me nted :

"T he L B has been doing a lot of

things right for th e taxpayer and th e

cons ume rs of the pr ovin ce, but peopl e

tend to ove rloo k some of th e things

th ey do for the com m un ity."

dded LCB O C ha ir and CEO

ndrew S. Brandt: "L B em ployees

wer e pr oud th ey wer e able to help.

They'r e always looking for ways to

serve th eir com m unities."
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LeBO

The LeBO produced this poster to inform customers

about our hugely successful fundraising effort on

behalf of ice storm victims - and to thank all those

who contributed money in our stores.

When the worst ice storm in memory struck Eastern Ontario and Quebec

in January, LeBO customers showed just how warmhearted they can be.

In just three weeks, they poured $94,000 into donation boxes in our 596

stores across Ontario - the most successful such fund raising drive in our

7 I-year history.
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In 1998-99, we expect net sales to increase by 4.8 per cent. to $2.229 billion. A growing

economy and our continuing focus on improving the LeBO shopping experience should

contribute to another strong year. Our dividend to government should increase for the

fifth consecutive year, to $761 million.

anag en Discussion and Analysis

ers 1997-98
This sec tion of th e rep ort ex pla ins th e finan cial results of th e

L B for th e past yea r and pr ovid es back ground for eva lu­

ating its performan ce. anadian securities regulation s require

public com pan ies to include a di scu ssion of ope rating results in

th e annua l rCi ort, alon g w ith annua l finan cial sta te ments . As a

gove rn ment ente rprise, th e L B is not ubject to th ese reg­

ul ati on s. H owever, we 've included this di scu ssion to in cr ease

under stan ding of our ope ra tions and ensure full di sclo ure of

our re ults to th e w ides t possibl e a ud ience .

HIGHLIGHTS

(value in $OOOs)

Di vid end to gove rn ment

Jet sa les and othe r in come

Per ce nt in cr ease

pera ting ex pe nses

et in come

Per ce n t incr ea e

1996-97

730,000

2,0 13, 73

5.4
324,457

701 ,030

5. 1

1997-98

745,000

2, 160, 43

7.3

35 1,653·

744,9 04

6.3

Sales set new record
ga inst a back ground of risin g co ns u mer co nfide nce and a

bu oyant ntari o econo my, L B net sa les ro e 130 million

last yea r to $2 .127 billi on. Sunday sho pping, IR MILES ,

new store format s, in -store promoti on s and othe r cu stomer

se rv ice en ha nce ments helped boost net sa les over th e $2 bil ­

lion mark for th e fir st time - see H ighlights 1997-1998 for

m ore informati on.

( Tote: Th e above paragraph refers to net sales alone and not the

net sales and other income ref erenced in the chart at left; the latter

includes incomef rom a wide range ofsources, including airline

markups, border levies, Special Occasion Permit levies, sale of

data and IMAGE program rcuenues.)

• The increase in operating expenses reflects the fact that a "pension contr ibution holi­

day" ended; it also reflects increased salary and related ope rat ing expense s associated

with Sunday ope nings.

HIGHER DIVIDEND TO GOVERNMENT FOR

FOURTH STRAIGHT YEAR

Dividend surpasses expectations
W e del ivered a record 745 m illion di vid en d to govern ment

on beh al f of O nta r io tax payers in 1997-9 , surpa sing ou r

target of$73 1 million . This is the fourth st ra ig ht yea r we've

increased our di vid end.

L B 's pe rfo rma nce co m pa red well with o the r liquor juris­

d ictions in a na da . rowth in ales by volu me surpas ed all

othe r pr ovin ces by a wide m argin in 1997-98 - L BO vol­

umes we re up 8.7 per cent, co m pa red to 2.2 per cent for th e

next closest provin ce, ew fou nd la nd . Since 1994 , L B

sales by vo lu me ha ve ri en 28.3 per cent.

Revenue g rowth a t L B outpaced th e com parabl e jurisdi c­

tions of B. . and Q ue bec (6.5 per cen t vs. 3.3 per ce n t and

2.9 per cent), a ltho ug h revenues in the smalle r ewfou nd land

m arket rose by 6.5 per cent. The rea on th e L B lags ome­

w ha t in revenue g rowth co m pa red to its volu me g ro w th is

that th e gove rn ment ha s not increased its tax st ruc ture.
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BEYOND THE NUMBERS continued

PRODUCT CATEGORY HIGHLIGHTS

Sales strongest in Central Region
Ac ross the province, sales g row th was as follows:

This patt ern is consistent wi th past expe rience. Strong eco­
nomic g rowth in the entral Region contributed to the lar ge
increase in sales. As well , the Ce ntral Region is most affected
by illegal activity, and efforts to cur b th e illicit alcoho l tr ad e
have had the most effect th ere.

Imported beer continues to g row in populari ty as ntari o
drinker s ha ve grea te r access to these products and show
more int er est in differ ent styles and flavours. orona and
H ein ek en in particul ar sho wed strong g row th in the last
yea r. LCB O imported beer sales by value, exclud ing sales
to Brew ers Retai l Inc., account for 36.5 per cent of L 130
beer sales.

The convenience of shopping for beer, wine and spirits in one

place, as well as th e value adde d by L 13 's kn owl edgeabl e
sta ff, cont ributed to the increase in our market sha re. So did
our capital investm ent in refrigerated displays.

The popularity of rose win es, especially from Californ ia,
fuelled st rong g rowth in tabl e win es. U.S. rose sales by vol­
um e ar e now high er than U.S. red win e sales. Total rose
win e sales by volume increased by 18.3 per cent over 1996-97.

Rose, red wines show strong growth
Total dollar wine sales rose 6.9 per cent ove r the prev ious
yea r. Measured by volume, win e sales wer e up 2.7 per cent
in 1997-98. Litre sales of wine priced in the $10to $15 range
and th e 15 to $20 ran ge sho wed double digit increases,
reflectin g win e consume rs' increasing tendency to trade up.

Red wine continues to ga in market sha re at the expense of
white wine and now accounts for 37.1 per cent of total dollar
wine sales, up from 26.4 per cent five yea rs ago . This may
be du e to media reports of resear ch showing that moder ate
consum ption of beverage alcohol - especially red wine - has
beneficial health effec ts (the so-ca lled Fr en ch Par adox).

6.9 per cent
5.4 per cent
5.4 per cent
2.9 per cent

• Ce ntral Region
• Eas te rn Region
• Western Region

• ort he rn Region

Beer market share continues to expand
L B beer sales (exclud ing sales to Brewers Retail Inc.)
rose by 9.5 per cent in value and 8.4 per cent in volume in
1997-98. The entire beer market in O nta rio is now worth
an estimated $2.5 billion in g ross sales (defined in glossary) .

The L 13 's sha re of thi s market has risen from 9.8 per
cent in 1993-94 to 12.2 per cent in 1997-98, ge ne rating
almos t $300 milli on in g ross sales.

ew W orld wines also continue to g row in popular ity.ns
reflected in both do llar and litr e sales. We expect thi s patt ern
to cont inue in the com ing yea r.

Domestic and imported wine
Dollar sales of dom estic wine, whi ch include LCBO sales
and sales through ntari o win er y stores, rose 7.0 per cent.
Imported wine sales rose 7.1 per cent. Measured by volume ,
dom estic win e sales rose 2.8 per cent, whil e imports rose .

2.7 per cent.
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• cru ra l Region
Easte rn Region

• Western Region
• ort he rn Region

6.9 per cent
5.4 per cent
5.4 per cent
2.9 per cent

'oj

The printed map on page 30 of this Report is incorrect.

Please refer to this insert map for the correct LeBO

Retail regional breakdown .



Coolers lead increase in spirit sales
Total spirit sales rose by 6 milli on litres or 11.6 per cent,

com pa red to an increase of 1.1 milli on litres or 2.3 per cent
th e yea r befor e. Measured in dollars, total pirit sales rose

by 4.5 per cent - $47.7 milli on com pared to $29.0 milli on
or 2. per cent th e yea r befor e.

The increase in total spirit sales was led by do mes tic spirit
coo le rs, mo st notably Mike's Hard Lemonade, which

quadrupled in sa les in 1997-98, and th e introduction
of Mik e's Hard ranberry.

Spirit sales in the 200 mL catego ry were up ove r 50 per cent.

lan y custome rs find this size conve nient for trying new spirits.

Retail and wholesale sales
Retail sales, which acco unt for 1.1 per cent of tot al sales,

rose 5.1 per cent ove r th e previou s yea r, reaching $2.02 bil­
lion. Sunday sho pping has cont ributed to thi g rowth.

Wholesale cha nnels g rew st ro ng ly last yea r. Mor e ntari o

consume rs are dining out, leading to a 10.3 per cent increase in
licen ee sales. ales to Brewers Retail Inc. have also increased
significantly as imported beer becom es mor e popular and

ava ilable throu gh thi s sto re syste m . Wholesale sales now

acco u nt for I .9 per cent of total L B sale, up fro m
15.8 per cent in 1993-94.

Looking ahead
In 199 -99, we expec t net sale to increase by 4.8 per cent, to
$2.229 billi on. A g ro wing econo my and our continuing focus

on impro ving th e L B sho pping ex pe rience sho uld con­

tribute to ano the r st rong yea r. O u r di vid end to gove rn me nt

sho uld increase for th e fifth consec utive yea r, to $76 1 milli on.

LCBO IN THE SHARED MARKETPLACE

L B opera tes in the sha red marketplace along with ot he r

retailers of beverage alcohol, including Brewers Retail, ntario

wine ry sto res, V- Brew and U- int outle ts, and d uty -free

stores. There are some 1,962 outlets selling alcohol in ntario.

H er e's w hat th e market look ed lik e at Mar ch 3 1, 1998

(pe rcentages ha ve been rounded ):
596 LCB sto res (30 per cent of all outle ts)

454 U- Brew/U- \ int outle ts (23 per cent of all outle ts)

428 Brew er s Retail sto res (22 per cent of all outle ts)
335 O nta rio w ine ry sto res (17 per cent of all outle ts)

97 L B agency sto res (5 per cent of all outle ts)
36 on-s ite brewer y sto res (2 per cent of all outle ts)

II land border -p oint duty-fr ee sto res (0.5 per cent

of all outle ts)
3 on-s ite di still er y sto res (0.25 per cent of all outle ts)

2 pri vat ely-own ed airpo rt duty-free sto res (.25 per cent
of all outle ts)

LCBO, winery stores gaining market share
ntari o's beverage alcoh ol marketplace am ounted to

ap proxima tely 6.4 billi on in gross sales last yea r. LCB 's
market sha re by value rose slightly fro m 38 per cent to 39

p r cent . Winer y retail sto re sales have g row n from 1.5 per
cent in 1993-94 to 2.2 per cent in 1997-98. Brewers Retail

Inc. has lost a lmost three pe rcentage points of market sha re

between 199 -94 and 1997-98, falling to 33.3 per cent.

By volume, L B 's market sha re rose 3.6 percentage points

since 1993-94, from 17.6 per cent to 21.2 per cent in 1997-98.

Winer y retail sto res increased the ir share of th e market from
1.0 per cent to 1.3 per cent in the same peri od. Brew er s Retail

Inc. lost market share between 1993-94 and 1997-9 , falling

from 66.9 per cent to 6 1.8 per cent.

Hobby beer- and wine-making popular
T he size of th e U- Brew and U-\ int market is believed to

have more tha n tripled in th e last five yea rs, from 3.3 per

cent of tot al provin cial bever age alcoho l sales in 1993-94

to 11.0 per cent in fiscal 1997-9 . As noted in last yea r's
an nua l re po rt, th e size of thi s sales cha nnel was underesti ­

mated in previou s yea rs. T here has also bee n significa nt
growt h in th e number of U- Brcw and U-\ int outle ts

since th ey first appea red in the late 1980s. ccord ing to
th e Brewers of nt ari o, th e number of U- Brew outle ts
now exceeds the nu mb er of Brewers Retail sto res in the

province. A nd some U-\ int ope rat ions are large r in

scope tha n boutique wineries.
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BEYOND THE NUMBERS continued

Illegal competition
ince 1993-94, th e estima ted size of th e illegal alcoh ol mar­

ket in ntario has been teadil y fallin g. In 1997-9 , illega l

alcoh ol accounted for an e tirnated $5 4 milli on in sales ­

less than 10 per cent of th e total ntario beverage alcoh ol
market for th e first tim e since estima tes began. The declin e

from almost 15 per cent five yea rs ago is due lar gel y to th e

cont inuing efforts of law enforceme nt age ncies to tackl e
the problem. Thi drop al 0 reflect previou underestimate
of othe r legal channels ' market sha re .

L 13 is con stantly looking for ways to di scourage the use of

illegal alcoh ol. The introduction of debit and cred it ca rds for
bevera ge alcoh ol purchases made th em more con veni ent than

illega l purchases, whi ch a re strictly cash . And unday open­

ings plu s expanded hours make legal alcoho l mor e ava ilable
- the illegal market does mor e bu siness wh en L 13 sto res
are closed.

YEAR 2000

Background
The Year 2000 pr oblem ari ses fro m th e inability of man y

com pute r program to proce s yea r dat a beyond th e yea r

1999. That 's becau se pr ogrammer s - in a bid to save mem ­

ory space - design ed codes to represent year s in tw o digit s
only. 0 Januar y I, 1965 became 01/01/65. U nless correc ted,

thi sho rt cut is ex pected to crea te w ides pread problem s

wh en th e clock st rikes 12:00:01 a.rn. on January 1, 2000.
The code will read "00" for the year and ome com pute rs

will int erpret thi s as 1900. If not ad d ressed th e effects could

ran ge fro m minor er ro rs to significant systems failu res .

ny L 13 department that depends on date seq uencing,

such as payr oll , accounting or in ventor y control may
be affected.

The Year 2000 problem ma y also a ffect othe r eq uipme nt
with com pute rized com po nent, uch as telephon es, eleva­

tor s and secur ity systems .
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The problem could also affect com pute r applicati on s

befor e January 1, 2000, if system attempt to perform
calculations int o the year 2000. or can many computers

detect the fact that 2000 is a leap year, which could result

in incorrect data calculations.

To avo id th e problem , recently introduced programs

use four digit s to denote th e year.

Working on Year 2000 since 1997
L 8 has established a Year 2000 orpo rate ornpliance

ffice to handle all issues related to th e Year 2000 problem

and appointed a Director of Year 2000 Compliance.

The L 80 has been working on Year 2000 issues since

mid -1997. We are in th e process of identifying pot ential

Year 2000 pr oblem s and developing plan to address th em .
number of our computer applicati on s ar e beli eved to

be alrea dy com pliant, notably our In ventory Ianagernent

and For ecastin g/R epl eni shment ystem s. Deadlines ha ve
been set for other bu siness-cr it ical systems, as follows:
) Enterprise erve r Platform - July 1998

) In formation Libra ry - Jul y 1998

) All com pute r workstations - January 1999

) Financial Information ystem and Point-of-Sal e

system - April 1999
II othe r major systems throu gh out th e L 80

- Jul y 1999

Although it is not possible to be certain that all asp ects of th e

Year 2000 issue affecting th e L 13 ,including th ose related

to th e efforts of its upplier s, custom er s or othe r third parties

will be fully resolved, thi s sched ule sho uld give us th e tim e
we need to test and re-test our readine s for th e year 2000.

The L 130 do es busin ess with third-party su ppliers in some

60 countries around the world . There can be no assurance that
an other compan y' failure to ensure Yea r 2000 capabi lity wi ll
not have an ad verse effect on us. The L 13 has impl em ented

a com m u nications plan to inform its key bu siness partner s,

suppliers and em ployees about our Year 2000 proj ect. hanges
are al 0 being incorporated into techn ology cont racts to ensure

Year 2000 com pliance . And we will be contacting ou r key

bu sin ess partner s and suppliers to di scuss th eir Year 2000
read iness. W e wi ll assess th e pot entia l effects on L 13
ope ra tions if th ese orga nizations do not make appropriate
modifi cati on s to th eir systems on a timely basis.



THE INCOME STATEMENT

Net income up $43.9 million
et incom e was $745 million. This was $ 18.4 million ove r

target and almos t 44 million high er th an th e prev ious yea r.

The incom e-to-sales ratio was 35.0 per cent, just mi ssin g our

1997-9 tar get of 35.1 per cent. This was lar gely becau se th e

target was set befor e th e app rova l of un day open ings,

whi ch added to expenses .

tronge r ale in ge ne ra l - a 6.5 per cent increase ove r last

year - we re boosted by 19 ext ra sho pping days in 1997-98 and

a one-time increase in othe r incom e, whi ch is exp lained below.

Reduced gross margins
The g ro s mar gin as a percentage of net sales for 1997-9

was 50.0 per cent, below last yea r's 50.5 per cent . ne reason
for thi s is the cont inuing sh ift in the pr oduct mi x towa rds

beer and wine, w hich have lower mar gins th an spirits. Beer

and wine now repr e ent 47.6 per cent of total net sales

(defined in glossary}, up from 42.1 per cent five yea rs ago .

The growth in th e w ho lesa le m arket also cont ributed to the

lower gross ma rg in rati o, due to th e d iscounts prov ide d on
these sales.

as sales by volume rose and costs fell. Bette r labour sched ul­

ing led to significant salary av ings, while im proved wo rk
procedures speeded up handling tim e. The following tabl es

dem on str ate the improved efficiency of L B staff at both

the retail and d ist ribut ion level.

RETAIL - FINANCIAL AND

OPERATING HIGHLIGHTS

1993-94 1994-95 1995-96 1996-97 1997-98

tor e Expen es

Per U nit Sold 1.32 1.29 1.25 $ 1.19 $ 1.16

Sto re Ex pense
as % of ale 11. % 11.7% 11.5% 10.9% 10.6%

Sales Per

ustom er $23.77 24.00 $24.75 25.28 25.75

Sales Per

Sq ua re Foot $ 1,262 $ 1,2 6 $ 1,349 $ 1,365 $ 1,452

DISTRI~UTION - FINANCIAL AND

OPERATING HIGHLIGHTS

Productivity ratios are improving
To tra ck expense and see whe re improvements a re need ed ,

the L B sets targets for man y pr oducti vity rati os each

year. For exa m ple, th e retail -expen ses-to -sales rati o shows
what percentage of net sales is need ed to pay retail ex penses

such as salaries. A declining retail -expenses-to-sales rati o

mean s that sta ff ar e becoming more producti ve.

1993-94 1994-95

Total I istribution
ost Per ase 1.60 1.65

War eh ou se ost

Pe r ase 1.22 1.25

1995-96

1.51

1.15

1996-97 1997-98

$ 1.40 1.27

$ 1.10 $0.98
Last year, we better ed or matched all retail pr oductivity

targets, despite th e introduction of Sunday sho pping in

December. Althou gh th ere is an added salary expense associ­

ated with unday sta ffing, th e retail -expen se -to-sa les ratio

fell from 10.9 per cent to meet th e tar get of 10.6 pe r cent.
We also beat our di stribution pr oducti vity tar gets for 1997-98

Di stribution ases

Per H our 45 43 45 47 5 1
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BEYOND THE NUMBERS continued

2.500,000

(values in $OOOs)

FINANCIAL INDICATORS: 1994 -1998

CHANGES IN OUR FINANCIAL POSITION

Less cash on hand

ur cash position dropped from $49.6 million in 1996-97

to $ 19.0 milli on at th e end of 1997-98, mainly d ue to a

$24.2 milli on reduction in our product accounts payabl e.

CAPITAL EXPENDITURES

(values in $OOOs, numbers rounded)

1993-94 1994-95 1995-96 1996-97 1997-98

Retail 11,929 13,223 14,464 8,110 13,009

In formation

Technology 1,508 9,826 8,639 8,720 8,472

Dis tribution 1,142 2,172 1,846 782 1,213

Marketing

Pr ogr am s 1,734 1,600 1,553 1,989

th er Ad m in.

Di vision s 17 68 1 670 24 9 17

Total Capital

Expenditures 14,753 27,636 27,219 19,413 25,600

19981995 1996 1997

FI SCAL YE A R

1994

500,000

• SALES AND OTHER INCO ME

• OPERATING EXPENSES

• NET INCO ME

2.000,000

1,000 ,000

Holding the line on expenses

The administrative expense ratio met the target of 1.4 pe r

cent, a considera ble achievement since th e fir t manageme nt
sala ry increase in seve n yea rs was processed in 1997-98.

perating ex penses g rew by 8.4 per cent, or $27 milli on in
1997-98, reflectin g th e end of the pension holid ay and high er
sala ry and related ope rat ing expenses assoc iated with Sunday

sho pping. Since 1993-94, operat ing expenses as a percentage
of net sales and othe r incom e have fallen from 18.9 per cent

to 16.3 per cent in 1997-98.

1,500,000

Other income

This category inclu des items such as pa rk ing revenue , special
occas ion pe rmit, airl ine markups, and in vestment incom e.

ther inco me was ove r 34 m illion, mor e th an do uble the

target d ue to a lar ge one- time pay me nt. anad ian airl ine

compa nies settled outsta nd ing levies due to L B afte r
a recent cou rt judgeme nt in ou r favo u r.

BALANCE SHEET

Liabilities down

L iab ilities we re down in 1997-98, lar gely due to a decline

in acco unts payabl e, fro m 142.6 milli on to II .4 million.

Year-end inventories up slightly

Yea r-end inventor y was up ligh tly ove r la t year - 193.4
m illion in 1997-98 ver us 193.0 m illion in 1996-97. H owever,

average inve nto ry fell fro m 189.0 milli on in 1996-97 to
187.0 m illion in 1997-98.

The in ven tor y turnover ratio has impro ved to 5.5, up 7.8 per
cent ove r last yea r.

WE'RE NOT RESTING ON OUR LAURELS

ur success as a retail er is due to cont in uo us innovati on .

In th e pas t yea r, we've introd uced new sho pping hours,
new retail formats, and new products and services to meet
our cus tome rs' need s. ur number one goa l i compel ling

custome r service.

The five-year plan

To meet our goal, we've developed a five-year capita l st ra tegy

to allow us to:

> continue to compete in th e chang ing beverage alcoho l

m arket
> increase cus tome r sat isfaction and rem ain the bever age

alcoho l retailer of cho ice
> maximize returns to nt ari o taxpayer s by ge ne rat ing

inc reased d ivide nds to th e nt ar io Government ove r

the next five yea rs.

The proposed plan calls for 222.6 mill ion in cap ital spend ing
ove r five yea rs, with mor e th an 0 per cent spe nt on opera­
tion s - the eleme nts tha t custome rs see and experience . We

expect an ave rage d ividend of$80 1 milli on each year un der

th e plan , or tr an sfer s of 4.0 billi on over th e five yea rs.
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PUBLIC SECTOR DISCLOSURE ACT

443.66104,054.69

Salary Paid Taxable BenefitsPosition

C ha ir & E

.P.

Brandt,

Kell y, H .

Name

Wilcox, D .

Lyon s,

Clute,

Browning, J.. \ P, Finance &
dministr ati on 11 9,976.10 5 10.60

....... ............................... . .

(seconde d to lin. of Finan ce) $ 100,700.51 $ 492.64
.................. ..... . .

G ee, L. . Executive Vice Pr esid ent $ 152,292.21 $ 66 1.92
......... ............... ......... ............................. ....... ................ ............................................ ..............................

Kan e, i L VP, Human Resources $ 109,262.85 $ 532.76
................................................................. . .

VP, Information Technology 11 0,285. 9 468.48
................. ....................................... ......................................

ont rolle r 100,472.40 76. 4
........................................................................ . .

Martin, J. VP, Di stribution 112,383.50 $ 467.76
.................. ......... ............. ................ ........ ..... ....................... . . .

Sherwood, G. VP, Retail $ 11 9,976.10 $ 510.60
........... ..... ........ ................. ............ .... . .

VP, Mer chandising $ 11 9,976.10 $ 510.60

The Public Sector Disclosure Act,

passed by the Ontario Legislature in
1996, is designed to make the public

sector more open and accountable to

taxpayers. The Act requires 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. In keeping with the
requirements of the Act, the LCBO

submits the following information
for calendar 1997.

• One time retro active matern ity sub-allowance payment

RESPONSIBILITY FOR FINANCIAL REPORTING

The accompanying financial stateme nts of th e Liquor ontro l Board of ntario hav e been prepared in accordance with account­
ing principles ge ne rally accepted in anada, and ar e th e respon sibility of mana gem ent. The preparation of finan cial sta teme nts
necessaril y involves the use of estimates ba ed on managem ent's judgem ent, pa rticularly when tr an saction s affecting th e cur rent

accounting peri od canno t be finalized with certa inty until future peri od s. The finan cial sta teme nts have been prop erl y pr epar ed

within reasonable limits of materi alit y and in light of informati on ava ilable up to June 5, 1998.

Managem ent is respon sibl e for th e int egrity of th e finan cial sta teme nt and maintains a system of int ernal cont rols design ed to

provide reasonable assurance that th e asse ts ar e safeguarded and that reliable financial information is available on a tim ely basis.

The system includes formal policies and procedures and an organiza tional st ructure th at provid es for appropriate del egation of

autho rity and seg reg ation of responsibilities. n int ernal aud it fun ction ind ependently eva luates th e effectiveness of th ese int er ­
nal cont rols on an ongo ing basis and reports its findings to managem ent and th e Audit om m ittee of th e Board of Director.

The Board of Director s, throu gh th e Aud it om m ittee, is respon sible for ensu ring th at mana gem ent fulfill s its respon ibilities

for fina ncial reporting and int ernal cont rols. The Aud it om m ittee, com prised of three director s wh o are not em ployees/offi­
cers of th e Board, meets peri odi call y with man agem ent, th e int ernal aud ito rs, and th e Provin cial uditor to satisfy itself that

each gro up has pr op erly di scharged its respectiv e respon sibility, and to review th e financial sta teme nts befor e recommending

approval by th e Board of Directors.

The fina ncial sta tement have been aud ited by th e P rovin cial Aud ito r. The P rovin cial uditor 's respon sibility is to expre san

opinion on wh ether th e fina ncial sta teme nts are fairly pr esented in acco rda nce with ge ne ra lly acce pted acco unting principles.

The Aud ito r's Report, which appear s on th e following page, outlines th e scope of th e A ud ito r's exa m ination and opinion.

On behalf of Managem ent:

lex Browning

Vice Pr esid ent, Finance & Ad m inist ra tion
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KEY OPERATIONAL AND FINANCIAL STATISTICS

Operations

The foll owing tabl e lists three of th e m ost important va riables relat ed to th e ope r­

at ions of th e LCB : number of sto res, of permanent em ployees and of regular

products list ed.

1997 19 9 8

199819971996

FISCAL YEA R

19951994

3,500 --------------­

3,000 --------------=,---­

2,500

2,000

1,500

1,000

500

o

Key Indicators: 1994-1998

• LCBO STO RES
• PERMANENT EMPLOYEES
• REGU LAR PRODU CTS LISTED

. .....
596

2,934

2,442

...........
595

2,349

2,828

1994 1995 1996
. ...............

600 597 596

........ ..........

2,743 2,824 2,803
. .. . .. .

2,336 2,389 2,377

umber·of Permanent

.~.~pl?yees .
umber of Regular

Products Listed

............... . ....
umber of

L CB O Stor es

The cr itical fina nc ial va riables of net sa les and othe r income, to ta l opera ting

ex penses and net income are g iven in th e following tabl e.

Financial (values in $OOOs)

19 4 1995 1996 1997 19 9 8

Financial Indicators: 1994-1998
(values in $OOOs)

1,808,518 1,909,804
.. . . . . . . . . . . . . . . . . . . .. . . . . . . . . .

199819971996

FISCAL YE A R

19951994
o

2,000,000 - - - - --- ----- -

1,500,000

500 ,000

2,500.000 ---------------

1,000,000

7.30%

34.47 %

16.27%

744,904

351,653

2, 160,843

5.45%

34.8 1%

16.11 %

70 1,030

324,457

2,0 13,873
. .

5.60%

34.91%

323,8 19

16.96%
.. .. . . . . .. .. . ... .

666,7 17

2.48%

35.24%

3 13,029

17.31%

637,299

-1.22%

33.94%

333,7 16

18.91%
.......... ..... .........

598,909

1,764,731
et Sal es and
th er In come

% c~ange/
pr evIOus yea r

et In come

As a % of
net sa les

O pe ra ting

.~.~. p.~.':l ~.~.~ ..
As a % of
net sales

Note: The LCBO refers to sales in three different ways: first, gross sales which include the Federal Goods and Services Tax
and the Provincial SalesTax;second , net sales which exclude the two sales taxes and any relevant discounts (e.g., the dis­
counts provided to licensees by the LCBO); and third, net sales also exclud ing any sales through the LCBO Private Stock
Program.The Net Sales and Other Income line listed in the table consists of net sales plus any other income (e.g., interest
on investments). Gros s sales are given in the Sales Channel Summary on page 40.

• NET SALES AND OTHER INCOM E

• OPERATIN G EXPENSES

• NET INC O ME

Breakdown of Operating Expenses (values in $OOOs)

1994 1995 1996 1997 19 9 8

Operating Expenses: 1994-1998
(values in $OOOs)

203,699 218,63 1
................ .

22,167 24,666

98,59 1 108,356

19981997199619951994

250 ,000 ---------------
200 ,000 _.1-- 1-- __.-- _ _ - _ _ -

150,000

100,000
50 ,000 - _ -11 _ _ -11 -11 -11 -1.

o351,653324,457

Sa la ries and Ben efit s 209,900 200,344 204,629
..... ..... ..... ...... . .

....~. p. .i.~~ ! . . . . . . . . ? 1.~~?~ 1 .~ ~?~ .3 ~.0.??2

.. .. ~.~ ~~ ..~~.p.~~.~.e.~ . . . . . I .~? , ?~.? ?~~~?.2 ?..~.~Z.~8
Total Operating
Expenses 333,716 313,029 323,819

FI S C A L YE A R

• SALARIES AND BEN EFITS

• CA PITA L
• OTHER OPERAT IN G EXP ENSES
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REVENUE PAYMENTS
Year ended March 31, 1998

The follow ing tab les show the breakdown of revenue payments for the last five
years to the federal, prov incial, and municipal governments.

Treas urer of Ontario (all values in $OOOs)

1994 1995 1996 1997 1998

Rem itted by the L B :
n account of profit s 585,000 630,000 680,000 730,000

..... ..... ..... . . . ... . .. . . . .. ... . .. .. .. .. .. .
745,000

To tal 1,431,961 1,492,389 1,551,799 1,603,333 1,615,965

O nta rio retail sales tax on sales th rou gh age ncy sto res

1,7 6 1,927 2,301 2,565 2,839

Remitted by the LeB :
O nta rio retail sales tax on sales th rou gh liq uo r

173,497

U Remitted by the Liquor Licenc e Board:
O n account of licen ce fees and permits

521,784

" Remitted by oth er:
O ntario retail sales tax on sales th rou gh Brewers

Retail stores and O nta rio winer y sto res

149,894

Receive r General for Canada

1994

174,1 9

532,116

154,157

1995

2,762

529,690

157,046

1996

192,357

520,829

157,582

1997

202,148

505,657

160,321

1998

•• The Liquor Licence Board.
now the Alcohol and
Gaming Commiss ion of
Ontario (AGCO). Brewers
Retail Inc. and Ontario win­
ery stores are separate.
non-LCBO businesses .

Revenue payments from
these entities are recorded
by the LCBO and present­
ed here in the interest of
providing a global perspec­
tive of beverage alcohol
retailing in Ontario.

Rem itted by th e L B
Excise taxes and Customs d uties

Jomls and Ser vices Tax

225,518 227,803 235,022 239,058............ .............. .................... ...................... ......

59,137 60,939 60,344 64,672

247,413

68,642

Remitted by others:
Excise taxes, CS T and othe r duti es/t axes

276,477 319,839 327,660 342,763 329, 02

Goo ds and Se rvices Tax remitted on sales

th rou gh age ncy sto res 1,042 1,124 1,343 1,496 1,656

Total 562,174 609,705 624,369 647,989 647,513

O nta r io Mun icipa lit ie s

1994 199 5 1996 199 7 1998......... ....................................... ................

Remitted by the L B :
G rants in lieu of realt y and business taxes

6,218 6,084 6,188 5,816 5,897

Total Revenue Payments 2,000,353 2,108,178 2,182,356 2,257,138 2,269,375

Note: These amounts do not include corporation. realty and business taxes paid by the distilleries. wineries . breweries and
licensees. Ontario Retail SalesTax collected by the licensees and agency stores on sales of beverage alcohol is excluded
from these figures. The 1998 figures for Remitted by Others are slightly understated due to several brewers not reporting
financial information at the time of publication. Ontario Retail Sales Tax and Goods and Services Tax remitted on sales
through agency stores are estimates.
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SALES VALUE

LCBO Sales (values in $OOOs) Share of Volume Sales

P?,?e.~t.i.~ . ~'p'! .~! .~~. . . . . . . . . . . . . . . . . . . 698,695 ??~,. I .~ .I ?? I.~~~.O ?~~~.~.?? 691,165

.~?,?~.~ ~.i.~ . ~'p' ! .~ ! .~ ?'?~~.~~ ???~? ~???.?. ??.~ .I.~ ?.?.~.~?~ ? ~ .~~?~ .
Im ported Spirits 285,478 303,441 340,638 354,929 35 ,362

Total Spirits 1,010,882 1,008,267 1,033,866 1,062,914 1,110,620

Dom estic Wine 143,270 143,105 158, 8 178,563 190, 09
. . ...... . . .. ... ... . . .

Dom estic Wine Coolers 4,663 3,739 3,347 3,209 2,612
............................................... . .
Im ported W ine 390,427 410,573 435,845 469,803 503,290

Total Wine 538,360 557,417 598,080 651,575 696,711

Dom estic Beer 123,599 131,348 145,816 160,544 170,537........... .............. ............................................................................................................
Domestic Beer Cooler s 116 69 87 67 83

. . . . . . . . . ............. .

Imported Beer 73,641 90,143 107,275 118,567 145,326

Total Beer 197,356 221,560 253,178 279,178 315,946

Total Domestic 997,052 983,087 1,001,366 1,050,368 1,116,299

Total Imported 749,546 804,157 883,758 943,299 1,006,978

on Liquor 2,553 2,201 2,059 3,124 3,479

Total 1,749,151 1,789,445 1,887,183 1,996,791 2,126,756

P r o d uct Type 19 9 4 1995 1996 1997 1998

Spir its 19%

W ine 32 %

Beer 43 %

Coolers 6%
(spiri t, wine
and be er)

(values in OOOs litres)

P r o d u c t Type 1994 1995 1996 1997 19 9 8
............. ...... ............ .................

~~~~~ . ?,Y, .9.~ ~.~ ~.~? .~ !.~~ .~ y...~ ~.? ~.~.~ ?~~~. I.? ~~" .~.?? ??~~~?. ~ .~?~.~.?? 1 .~ .~.~~~5
ales by Brewers Retail sto res 1,754,761 1,792,638 1,809,030 1,804,847 1,858,377

Not e: Sales values listed above for the LCBO and O ntario winery sto res cons ist of net sales. Sales values fo r Brewe rs
Retail Inc. cons ist of net sales plus GST.Sales by Brewers Retail for 1997 have been restated to reflect net sales plus GST.

Sha re o f Do lla r Sa les

LCBO Sales Value by Product Type: 1994-1998

• 1994 • 19 95 • 1996 • 1997

15%

33%

Bee r

W ine

Coolers 3%
(spiri t, wine
and bee r)

Spiri ts 49 %

Impor t ed
Bee r

1998

Do mest ic
Be er

Imported
W ine

PRODUC T TY PE

Domest ic
Wine

Impo rted
Spir its

Domestic
Spir its

800 ,000

700,000

:; 600,000

~ 500,000

400,000

'" 300,000

g 200,000 ­

100,000

o
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PRODUCT LISTINGS

1994 1995 1996

Domest ic

Spirits 450 379 352

Win e 431 457 455

Beer 289 311 316

1997 19 9 8

361 355

437 422

295 326

Impor t ed

5,2404,5734,2493,5153,106

piri ts 279 276 292 315 372

Win e 806 874 873 839 870

Beer 81 92 89 102 97..................... .................................................................................................................................... ..........

.~~~~.I..~~~.~ ~ .~.~..~~~.~~.~~.~ ~!.~.~.? ~.'.~.~?. . .. .. .. 2,377 ~'.~.4.? .. . . .. . 2,442

y~~.~~~.~.~..~.i.~ ~~ . ~~.?..~p.i. ~ i ~.~ ~ !.2.?.~ 1,987 2,368 ~?~.~ .. .. .. . 3,037

p~y.~~~~~ ..~.i.~.~~ ~.~~ J?~ ~ .~~ ~~? .2.~? .. .. .. .. . 213
onsignment Warehouse

and Pr ivate Stock

Total Product Listings 6,835 8,073 9,201 9,871 10,932

Note: Product listing figures for Cons ignment Warehouse and Private Stock are estimates based on invoices produced
by Specialty Services.

SALES CHANNEL SUMMARY
(values in $0005)

19 9 4 19 95 1 9 9 6 19 9 7 19 9 8............................ . . . . . . . . . . . . . . . . . . . .... . . ....................................................

L B Total ales 2,054,991 2,101,952 2,215,523 2,342,998 2,493,935

Brewers Retail Ine.
Total Sales 1,910,584 1,951 ,825 2,060,219 2,075,664 2,114,467

Win ery Retail Stores
Total ales 81,297 99,233 113,320 126,446 136,618
................................................................................... . .. ... .... . . . . . . . . . . . ... ... ... .........
O the r Cha nnel s

Legal 352,746 334,139 280,559 799,332 935,686

Homemade 111 ,983 113,930 127,829 138,531 60,918

De-alcoholized Beer 15,069 19,600 22,540 24,140 25,854

Illegal 795,097 785,076 774,574 644,472 583,780

Grand Tota l 5,321,767 5,405,755 5,594,564 6,151,583 6,351,258

Note: All figures shown are gross sales.The numbers included in the Other Channels category are estimates . Brewers
Retail and Ontario winery store data were provided by the Brewers of Ontario and individual winery retail stores.
LCBO and Brewer s Retail figures are slighdy overstated due to reciprocal sales included in the individual totals .These
are excluded in the Value by Sales Channel chart.

Value s by Sale s Channe l LC BO Value by Sales Ch anne l

Other Legal 17% Brewers Retail Inc. Sales 3%

Illegal 9% Duty-Free LeBO 1%

LCBO 39 %
Duty-Free W a re ho use 1%

Agency Store Sales 1%

Brewers Retail 33 % licensee Sa le s 14%

W inery Stores 2% LCBO Re t a il Sales 80%
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REVENUE DISTRIBUTION

Domestic Spirits Domestic Wine Domestic Beer

Provincial Government Provincial Government · Provincial Government

Federal Government Federal Government Federal Go ve r nme nt

Supplier Supplier Supplier

AVERAGE LCBO RETAIL PRICES Average Retail Prices
Per Litre : 1994- I998

1994 1995 1996 1997 1998............................................. . . .

20.62 20.73 19.41

$ 8.45 8.78 $ 9.15

$ 2.96 $ 3.04 $ 3.07

FISCAL YEAR

19981997199619951994

$25.00

$20.00

$15.00

$ 10.00

$5.00

$0.00

$ 23.34$ 22.89

20.77

8.21

$ 2.89

$ 22.43 $ 23.33

$ 20.65

$ 8.01

$ 2.90

$ 22.00

Spirit

Wine

Beer

Average Transaction
Valu e Per Customer

Note: Average prices are exclusive of Ontario Retail SalesTax and Goods and Services Tax.
• SPIRITS • WINES • BEER
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LCBO SALES VOLUME BY CATEGORY

Produc t Category Share

Category

Canadian Spirits

1994 1995 1996 1997 1998

~P.i.r.it ??1~.r.s .
Canadian Dr y Gin
. . . ... . . ... .. . .. .. . .. . . . .. . . . ... . . . ..

Other

Other

White Table
. . . . . .. .. . .. . .. .. . ..

Red Table

~.a.~~.~ i~.~ ..~~.~~~.y . ~.~ : ~~ 4.1. : ?~ ~~:?~ ~.?:?~ .. .. . 33.5%
Canadian Rum 18.0% 18.7% 18.7% 18.4% 15.6%
·... . ... . ..... . ... .... . . . . . . . . . ... . . . . . . . . . . . . . . . . . . . •

Canadian Vodka 15.1 % 15.9% 16.6% 17.1% 15.4%
·........................................................................................ . . . . . . . . . . . . . . . . .. ..... . . . . ... . . .. . . . . . . .. . . . . . .. . ... . .... . . . . . . .•

15.1 % 13.1% 13.3% 15.4% 28.1%
................. .... ....... ...... ...... ...... ................ ... . .
3.9% 3.9% 3.6% 3.2% 2.5%

................... ............. ...... .................................. ...........

7.8% 7.1% 7.2% 6.1% 4.9%

Imported Spirits

Scotch 29.9% 26.1% 23.3% 23.0% 25.1%
·......................................................................................... ..... .................

.~.i.~p:~~~.~ ..t.? : .1 ~ 17.3% 16.6% ..t.?:?~ ~?~ .~ .

.~.~~.~.~.1. ~~~~?~.~..~~9.~~.~.~ . .. .. . ~ .~. : ?~ . . 13.5% ..1 ~:?~ 1 .1 . :?~ 1.~?~ ..
Vodka 11.3% 11.0% 10.4% 11.0% 12.4%
·................................................ ....................... . . . . . . . . . . . . . . . . •

.F. .r~ I1.~.l1..~.r.a.~ ~I.Y. 9.:~~ ~ :?~ ~:.~~ 8.:~~ ?-~.~ ..

.~p.i.ri.~ ??l.~~.~ . : ~:~~ ~:~ .~ ..t. .~:. ~ .~ ~ .~ :l. ~ .. . 0.9%
Other 17.2% 15.0% 17.8% 18.1 % 19.3%

Canadian Wines

White Table 59.6% 58.5% 56.1% 51.3% 49.1%
....... ..... ..... ............. . .
Reel Table 12.6% 14.6% 17.0% 18.3% 20.5%
·.............................. . . . .................................
?~..s.p.~. :.~ l.i ~.~ . . .. . . . . .. . . ?: 1 ~ .?: .~ .~ . 6.8% 6.:~~ . . ?~.~.~ ..
~l1.e .r .ry 7.0% 6.:?~ S.:.8.~ ~.:~~ . 5.5%
Win e oolers 5.7% 4.8% 3.9% 3.5% 3.7%

...................................... ..........................................................

8.1% 8.3% 10.4% 15.6% 15.1 %

Imported Wines

56.2% 53.7% 50.4% 46.7% 43.8%
...... ...................................... .... ................. ........

31.4% 34.0% 36.6% 39.0% 42.1%
. . . . . . . . . . . . . . ... ... .. .. . .. . ..... . . . . . . . .... . . • . . . • .. . • • • • . • • .

.. ..11 ~ .~ .P.~~.~~ }.: ~.~ ~ :~ .~ ?:?~ 3.7% 3.8%

~l1.e.r .~y. .. .. . .. .. . .. .. .. .. .z. :?~ 2 .~.~ ~:.2% .z. :?~ 2.0%
Other 6.4% 6.6% 7.1% 8.4% 8.3%

Canadian Beer

Onta rio Beer 96.4%
...... .......... ..... ...... ..... ..... ....... .... ....... ..... ....

ther anadian Beer 3.6%

Imported Beer

95.4% 95.8% 94.3%
............. ...................................................

4.6% 4.2% 5.7%

93.5%

6.5%

u .S. Beer 48.6% 48.6% 45.9% 42.8% 42.1%
. ... . .... .. . .. .. . . . .

~~.~~~ ..r. ??P.() :.t~?..~~~ ~ 5.~:?~ .. .. . 50.9% 53.7% ?6.?~ s.?~.?~ .
Sake 0.5% 0.5% 0.4% 0.3% 0.3%
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DETAILED SALES OF WINE BY VOLUME AND VALUE
L B sales only

Vo lume (00 05 litres)

Product Type 1994 1995 1996 1997 1998

Rose Wine

Red Wine
...........................

White Wine

16,474 18,345 20,911 2 ,106 25,570
.......................... . ,

37,750 36,793 36,313 35,226 34,093
................. ............... ................ . .

1,248 1,365 1,677 2,108 2,493
.... .... . . .... .. . . ... . . ... . . . .. . .. . ..

~.P~l .~.~ ~ .i .~~..~.i.?~ ~P?~ }.'??? 3,989 ~P~.? ~.~??? ..
Fo rt ified Wine 3,892 3,8 10 3,764 3,602 4,083

....................... . .

Wine oolers 1,255 1,042 903 1,094 1,004
.................................................... . .

ther Wine 1,182 1,227 1,914 3,627 3,336
. .. ... .. ... ........ . .

\ Q Wines· 1,485 1,200 1,660 2,494 2,534

Value ($ 0 005)

Prod u ct Typ e 1994 1995 1996 19 9 7 1998

Red Wine

ther Wine

Rose Wine

White Wine

142,342 163,030 190,371 223,5 6 258,225
. ... . ...................................................... . . . .. . . . . . .. . . . .. . . . . .. . . ....... . . . . . . . . . . .•

280,849 280,06 1 284,955 2 7,892 2 8,217
.... .................................. ................ ............................... .......

9,510 10,460 12,846 16,34 1 19,9 3
... .. . . .. . .. .. . . ... . ......... . .

4 1,855 4 1,840 42,161 44,099 46,598
. . . .

32,627 2,648 33,388 3 ,143 40,035
. . . . . . . . ........ .......... . ..................... ..... ... .

4,655 3,740 3,342 4,923 4,660
. . . . . . . . . . . . . . . . . ..... . .. . . . . . . . . .... . . ..

10,175 9,426 14,190 21,072 16,382
........................................ .

15,339 16,446 20,075 27,67 1 3 1,146V A W ines"

Wine oolers

~p~.r.~ ~ ~.~~..~.~?e
Fort ified W ine

Not e: *VQA wine sales are repor ted as a separate consolidated figure and also within each pro duct categor y.Sales
figures of wine by volume and value exclude Private Stock sales. Rose wine and other wine sales have been restate d
as a result of a reclassification.
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LCBO SALES BY COUNTRY OF ORIGIN - VOLUME AND VALUE

SPIRITS Spirits continue d

Country Net Value Litres Country Net Value Litres

1,095,740,716 57,048,949

Estonia

Macedonia

G renada

Chi le

Gr and Total

~elg!um .. ~ ? ?~? .~ .8.. .. .. .. ~.'.~.~ .~
Aust ria 149,990 4,0 10
..................... .. .

Israel 54,606 2,4 17
......... ...................................................................... . .

Puerto Rico 60,824 2,33 1
.... ... .................. ........ ..

39,544 1,688
....... ............. ..... . .

34,700 1,453
.... ...... ...... . ..

33,985 1,406
..... ....... ......... ......... ......... ..... ........... ......... ......................

34,273 1,209
. . . . . . . .. . . .. . .. . . .. . . . . ... ... . . . .. .. ..

24,224 939
. . . . . . . . . . . . . . . . .

21,785 800
. .

15,355 717
. .

5,127 246

1,277 59

1,531 54

303 1

~.~~~ ~~..~~p.~~.~! ~ .
J. ~p.~~ .
T rin idad
.... ........ ........ .......

~Xp.~.~~ .
~~.i~ .i.Pp.~~.~.~

....? r.\\'~y. .
Martinique

anada 744,350,442 43, 125,781
........................ ....................................................... ...........................

Great Britain 123,143, 141 4,557,3 19
........................ . . . ...... . ................... .. . . .• . . . . . . . . . . . •

France 56,044,252 1,780,154
............ .......... .... . .

U.S .A. 29,502,148 1,556,854
............................. .

Ireland 33,265,687 1,248,768
.............................. . .

.1t.a.~ Y...................... . ~3. , .1 ??'~?? ~ .~~??.'.~.?.?.. .
Swed en 20,681,895 906,641

............................... . .

Mexi co 21,686,277 86 1,349
....... ................................................... .

Finland 9,227,520 426,4 16
..................... . .

Ru ssian Fed er ati on 4,497,570 204,932
. . . ..................... . . ... . . . ...............................

.q~~?:~ ~X .. .. .. 4,?~.~'??? .. .. .. .. .. .. 189,365
Barbados 3,343,586 149,770
.......................... . .

Poland 3,034,129 139,186
................ . .

Greece 2,991,938 132,089
............................... . .

ethe rlands 1,985,331 104,584
....................... . .

Jamaica 2,6 15,685 97,959
........... ...... . .

South Africa 1,968,000 87,863
.................. . .

Switzer land 2,240,489 67,885
....................... ................................. .................................. ............... ......

~p~.i.~ .. .. .. . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . 1,10?? 8.3 51,274

C? lJX~~ ~.~. ......... . ?.z.~ ~?~.~............... ~?'.~?~ .
Cuba 660,700 28,100

......... .......... ..... .............. ......... ....................................

~.~?ga .r y 510,140 ~?.'.2. 3.4

.~?~.~ lJga l 593,852 ~~,.3.?? .
Bermuda 603,396 19,126

.................. .............................. ....... .......... ...... .......... .........

Ven ezuela 480,832 19,108
...................... ....................... ....................... ...... .............................. .........

Bahamas 362,444 16,715
........................ ...................... ............................... ..............................

C roa tia 388,07 1 15,062
...................... . .

Ind ia 334,556 14,885
............... ...... . . .

Ukraine 33 1,699 14,868
.................. . ..... ......... ....... ........ .............................. ....... ..................

Denmark 330,809 13,586
.......... ................. ....... ......... ...... ........ ............................. .............. ................

Lebanon 302,308 12,970
....................... ......................... ................ ............. ........

.~~?'p'~<~ . ~.e.P.lJ.?~ .i .~..9 .f.~.~ .i.~~ . 2~.S. ,??.6 1.~.'.~.? .I .

I

44 Our third straight record year



WINE BEER

Country Net Value Litres Country Net Value Litres

Bolivia

Greece

Gra nd Total

Ru ssian F ed eration

293,950,124 93,944,742

ort h Korea

Mexic o

U.S.A .

Canada

A us t r ia

C ro a tia

Australia

G reece

Thailand

Bra zil
. .

Switze rland

...xP..~ .~~ ..
Uk raine

Grand Total

.~.~.I.~ !.~~ .

.~?~.~~.~~I .

.~~?X~ .

Note: Net value represents net sales. excluding Private Stock sales.
In fiscal 1997/98. the Le BO so ld products from 62 different countries.

166,174,812 54,362,652
. .

43,982,234 16,911 ,240
................................................................

23,109,626 6,310,435
... .. . . .. ... . .. ... .. ...... . . . .. . .. ...... . . .... ... . . .... . . . . .

ethe rl ands 21,926,434 5,542,705
. .

~~~~~~?X ~.~ ~?.2. ~ . ~~ ~.~ 3. ~ .1..1.?.,. 1.9.~ .
Great Britain 9,699,019 2,675,227

.... . . .... . ........ . . .. .. .

Ireland 5,303,073 1,324,771
·....................... . . .. . . . . . . . . . . . . . . . . . . . . . . . . .. . . . . . ..
D enmark 2,531,860 798,039

................... .................... ...................... ....... ................ ................

Poland 2,339,568 676,233
. . .. . .. . . . . . . . . . . . . .. . . .

' ~~~~..~~P..~!? I. i ~ ?~ .1 .~.??~.~ ?~?,.2.~0
Ja pa n 1,777,908 417,161

. .

.Peop le 's Republic f C h ina ~.6.S. ~ ~?.0 ?~?,?69

.~ ~.a. ~ Y... .... ... .. .. .. . .. 559,584 1?~.,.S.4 1
Jam aica 464,287 127,390
. .

South Africa 375,403 11 5,037
................................................... .

Trinidad 371,224 95,762
·.................................................................................................. .

France 361,802 95,602
. .

ew Z ealand 278,311 83,739
. .

154,582 46,074
. .

166,1 22 45,139
·.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

316,003 45,073
. .

128,458 36,069
. . . . . . ................. .

126,763 36,054
.............................. .......

125,232 27,250
. . . . . . . . . ... . . . . . . . . . . . ... .. ...... • . . ... . . .. .

57,026 17,406
.......... ........ ...... ....... ............................... .....................

28,077 7,596
. .

33,296 7,372
.............................................. . .

27,603 5,001
. .

4,848 605
. .

64 27
. .

4 2

yprus
......... ......................

Mac ed onia

~~~~~~.i na
Croatia

C zech Republic
. . .

witzer land

Japan .......... ................................

Slovenia

.~~~.~~.~x .

.~~l.~i.~ I~ ..
Morocco

~~ ~~.e'y
Slovakia

Canada 189,002,766 26,503,439
............................ ........ ........................................ .......... .... ........ ...........

France 165,718,034 16,435,276
........ .......... .

.~~.~. ~ y. . . . . . . . . . .. ?~~?~.~~~ ~?.. 10,593,632
U .S.A. 72,129,563 6,952,322

.... . . ... . .. . . .. . . . .

Au stralia 32,917,588 2,688,378
.. . . . . . . .

hil e 27,655,602 3,054,330
....................... . . .

G ermany 17,219,267 1,782,474
..................... ........ . .

~p.~.i.~ .. .. .. . ...J? ~?.~.~,~0.2. I . ,~~~.,.O'2 0

.~?~.~~.~~~ .. .. .. . .. ~.? ~~.?? ~~?~ ~ . ~~~~.'.o. ? ? .
South Africa 9,585,945 942,576

.........................................................

5,726,107 807,009
............. ..... ..........................................

.~.~?~~ .~ y. . .. . . ~?~.~~~?? . .. . 664,232

.~.~ ~~~. ~. ~ ~.......... ..... .. ? ~~.2.~ ~~~? 3.~~.,3 76
ew Zealand 2,152,177 154,919

.......... ........ .. . .

1,437,794 159,060
.. . .

950,321 11 6,790
........... ............ . .

Great Britain 927,143 165,858
. ... . . . . .. . . . . . . . . . . .........................
Israel 890,256 97,046
................................................. .... ...................................

Romania 493,687 66,708
.... .. . ....... ... . .

Austria 387,501 34,111
.......................... ........ ........ ........ . .
Denmark 289,472 25,664

................ .............. ....... .. . .

182,601 22,391
............ ..... ..................................... .

156,360 23,534
..................................

136,688 18,073
. .

101,271 5,324............................ . . . . . . ... . . . . . . . . . ....
Jamaica 96,779 10,956

..... ......................... ............. ................................ .............. .

Mexic o 93,669 9,877
...... ........... ...

90,642 9,389
. .

75,253 8,532
......................... ....... . .

72,348 6,267
....................... . .

64,879 6,301
......... ...................... ... . .

5,554 332
............................... ...... ..

4,119 539
..................................

501 18
........................ . .

363 56.... . . . . . . . .................................. . . . . . . . . ....................................
86 26

...... ....... ...................... .........

.~~?.P.I~ 's ~.e.P.~.b li.~..?~.s:.? i.~a ??.. .. ..... ... 9
Bra zil 16 5

665,579,800 74,545,873
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AUDITOR'S REPORT

To the Liquor Control Board of Ontario and to the Minister of Consumer and Commercial Relations

I have aud ited the balance sheet of the L iquor Control Board of ntario as at March 31, 1998 and the stateme nts of income and

retained income and of cha nges in fina ncia l position for the year the n ended . T hese fina nc ia l sta teme nts a re th e respon sibility of

th e Board 's management. My respon sibili ty is to express an op in ion on these fina nc ial sta teme nts based on m y aud it.

I co nd uc ted m y aud it in acco rdance wi th ge ne ra lly accepted aud it ing sta nda rds. T hose sta nda rds require tha t I plan and pe rfo rm

an aud it to obta in reason abl e assu ra nce w hethe r th e fina nc ial stateme n ts a re free of m at erial mi sstat ement. A n aud it includes

exa m in ing, on a test basis, ev ide nce sup po rt ing th e amoun ts and di sclosures in th e fina nc ial stateme nts. A n aud it also inclu des

assess ing the acco u nting principl es used and sign ifica nt estima tes m ade by m an agement, as we ll as eva lua t ing the ove ra ll fina nc ial

sta tement pr esentati on.

In m y opin ion, these fina nc ial sta te me nts pr esent fa irly, in all m ater ial respects, the fina nc ial posit ion of th e Boa rd as at Ma rch 31,
1998 and th e results of its ope ra tions and the cha nges in its fin an cial positi on for th e yea r th en ended in acco rda nce w ith ge ne ra lly

acce pted acco unt ing principl es.

Tor on to , O nta rio

June 5, 1998
E rik Peter s, F A

Provin cial A ud ito r

BALANCE SHEET

As at March 31 , 1998 (in $OOOs)

Assets

Current

ash and sho rt -te rm in vestments ( ote 3)

Accou nts receivabl e, t rade and ot he rs

In ventori es

Pr ep aid ex pe nses

1998

19,029

12,446

193,434

5,811

230,720

1997

49,583

6,728

193,021

6,877

256,209

ote 4) 132,958

363,678

132,037

388,246

46 Our third straight record year

Liabilities and Retained Income

Liabilities

Accounts payabl e and acc rued liabili ties

Ret ained income

Commitments ( ote 5)

See accompanying not es to financial statements.

Approved:

C ha ir and C h ief Execut ive Officer

179,175

184,503

363,678

Vice Presid en t

F ina nce and Admi nis trat ion

203,647

184,599

388,246



STATEMENT OF INCOME AND RETAINED INCOME

Year Ended March 31. 1998 (in $OOOs)

Sales and other income

Costs and expenses

ost of sales

Retail sto res and marketing

Warehousing and di stribution

Ad ministra tion

Amo rtization

Net income for the year

Retained income, beginning of year

Deduct dividend paid to Province of Ontario

Retained income, end of year

See accom panying not es to financial statements.

1998

2,160,843

1,064,286

249,747

3 ,293

,947

24,666

1,415,939

744,904

184,599

929,503

745,000

184,503

19 97

2,013,873

988,386

235,260

38,625

2 ,405

22,167

1,312,843

701,030

213,569

914,599

730,000

184,599

STATEMENT OF CHANGES IN FINANCIAL POSITION

Year Ended March 31 , 1998 (in $OOOs)

1998 1997

Cash provided from Operations

et incom e

Am orti zati on

Ga in on sale of capita l assets

Change in wo rking cap ital

Cash used for investment activities

Purchase of capita l assets

Proceed from sale of capita l assets

Cash used for dividend paid to Province

(Decrease) Increase in cash during the year

Cash and short-term investments, beginning of year

Cash and short-term investments, end of year

See accomp anying notes to financial statements.

744,904

24,666

(63)

769,507

(29,537)

739,970

(25,654)

130

(25,524)

(745,000)

(30,554)

49,583

19,029

701,030

22,167

723,197

49,819

773,016

(1 9,432)

8

(19,424)

(730,000)

23,592

25,991

49,583
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NOTES TO FINANCIAL STATEMENTS

As at Ma rch 3 1, 1998

I. NATURE OF THE CORPORATION

The Liquor ontrol Board of O nta rio (Boa rd) is a cor­

por at ion w itho ut sha re capita l incorpor ated un der the
Liquor Control Act, R. . . 1990, hapter L. 18. T he

corpora tion is a gove rn me nt ente rprise respon sible for

regu lating th e production , importati on , di stribution
and sale of alcoho lic bevera ges in the Provinc e of

O nta rio. As an ntario C rown Co rporation, the Board

is exe m pt fro m incom e taxes un der Section 149(l )(d)

of th e Canadian Income Tax Act . The Boar d trans fers

most of its profi ts to the Co nso lidated Revenue F und
in the form of a d ivide nd.

3 . CASH AND SHORT-TERM INVESTMENTS
The Boar d 's in vestment policy restri cts sho rt -te rm

in vestments to high -liquid , high -grade mon ey market

instruments such as fede ral/prov incial tr easury bill s,

banker 's acce ptances and term deposits.

ash and sho rt- te rm investmen ts include $ 13 m illion
(1997 - $27 m illion ) of in vestments maturing with in

one year , yield ing 4.95% (1997 - 3.2%) on ave rage,

with a ma rk et value that approx ima tes car rying value .

2. SIGNIFICANT ACCOUNTING POLICIES

(a) Basis of Accounting
The Boar d 's fina nc iai stateme nts are pre pa red in acco r­

da nce w ith ge ne ra lly acce pte d acco unting principl es.

(b) Inventories
At Ma rch 3 1, 1998, in ventori es are valued at the lower

of cost and net realizabl e value w ith cost bein g deter ­
m ined by the movin g ave rage cost method.

(c) Capital Assets
Major capita l expend itur es with a fut ure useful life
beyon d the cur rent yea r a re cap ita lized at cost and a re

amo rt ized on a straight -line bas is acco rd ing to the ir
esti mated useful lives, as follows:

4. CAPITAL ASSETS

1998 1997

Net Net
Accumulated Book Book

(in $0005) Cost Amortization Value Value

La nd 13,941 13,94 1 13,941

Bui ldi ngs 237,928 156,447 81,481 83,95 1

F u rn iture

and F ixtures 32,3 16 27,477 4,839 4,285

Leaseh old

Im pr ovement s 66,66 50,970 15,698 13,437

ornp uter
Equipme nt 61,418 44,4 19 16,999 16,423

412,271 279,3 13 132,958 132,037

20 yea rs

5 yea rs

5 yea rs

3 yea rs

Build ings

Fu rn itu re and F ixtu res

Leaseh old Im pr ovem ents

ompute r Eq u ipme nt

Mino r capita l ex pend itures and th e ex pend itu res

for rep airs and m ain ten an ce are cha rged to incom e.
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NOTES TO FINANCIAL STATEMENTS continued

5. LEASE COMMITMENTS

The Board is committed under ope rating leases on

leased pr emises with future minimum rental paym ents

du e as follow s:

(in $0005)

7. HEDGING

The Board has en te red into forward for eign exc ha nge

contracts to manage th e for eign exc hange risk associat­

ed with its purch ases from for eign suppliers. A forward

for eign exc ha nge cont rac t is an agreem ent between tw o

parties to set exc ha nge rat es in ad van ce.

1999

2000

2001

2002

2003

Ther eafter

22,684

18,508

15,62 1

12,519

8,962

36,593

114,887

As at March 3 1, 1998 the Board had no forward foreign

exc ha nge cont rac ts outstand ing (1997 - $950,000).

C red it risk is th e risk th at a party to a forward for eign

excha nge cont rac t will fail to di sch ar ge its obligation

and cause th e Board to incur financial loss. The Board

minimi zes cred it risk by only dealing with major

Canad ian ch arter ed banks and Cana d ian subsid ia ries

of maj or for eign banks.

6. PENSION PLAN

The Board provides pension benefits for all its perman ent

em ployees (and to non -perman ent em ployees wh o elect

to participate) through the Public Ser vice Pen sion Fund

(PSPF) and the Ontario Public Ser vice Employees' Uni on

Pension Fund (OPSEU Pen sion Fund) established by the

Province of O ntario.

The Board 's expense rel at ed to th e PSPF and th e

O PSEU Pen sion Fund for the yea r was $ 14.4 milli on

(1997 - $2.5 million ) and is included in Costs and

ex penses in th e Stat em ent of In come and Retained

Inc om e. The ex pense increased significant ly duri ng

the current year du e to the termination of the pen sion

holiday pr ovid ed by th e Ontario Public Service
Emplo yees' Union Pension Act, 1994.
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Bo r f r c

ANDREW S. BRANDT:

APPOINTED CHAIR AND

CHIEF EXECUTIVE OFFICER

FEBRUARY 6, 1991. Re-appointed in

March 1997 for an unprecedented third three­

year term as Chair and CEO, Mr.Brandt came

to the LCBO after a long and distinguished

career in the private and public sectors. He

began his public-service career in Sarnia, where

he served on City Council for almost a decade,

including three terms as mayor. In 1981, he was

elected to the Ontario Legislature as MPP for

Sarnia and became. successively,Parliamentary

Assistant to the Minister of Labour, Minister of

the Environment, and Minister of Industry and

Trade. In 1987, he was named Leader of the

Ontario Progressive Conservative Party, a post

he held until 1990. In the private sector, Mr.

Brandt ran a successful musical instrument busi­

ness for many years. He is also an active and

award-winning volunteer in several community

organizations, including the United Way, Rotary

Club, Kiwanis Club and Lambton College

Foundation . One of Canada's top 200 CEOs,

according to the Financial Post magazine, he was

named Business Support Person of the Year by

the Ontario Grape and Wine Festival in 1997.

He has also been appointed an Officer of

France's Ordre du Merite Agricole and a

Cheva lier in the Confrerie des Cheva liers du

Tastevin, and was admitted to the roll of the

Keepers of the Quaich in Scotland.

SO Our third straight record year

CHANTAL HAAS: APPOINTED

VICE-CHAIR MAY 15, 1995.

Ms. Haas is Managing Partner and National

Director, Public Relations, for Bradson Staffing

Services Inc. She also participates actively in

Toronto's French community. Ms. Haas is current­

ly a Member of the Board of Directo rs and Past

President (two-terms) of Le Cercle canadien de

Toronto. She is Chair of the French Chamber of

Commerce (Ontario) - the first woman to be

elected to that post - and Vice-President, Public

Relations, for Women Entrepreneurs of Canada.

Ms. Haas is also a National Board Director

with the Association of Professional Placement

Agencies & Consultants and is a Regional Board

Director for the Employment & Staffing

Services Association of Canada. She has inspired

many young women entrepreneurs through her

extensive involvement with the Step Ahead and

Step-Up mentoring programs.

JOHN S. LACEY: APPOINTED

JUNE 26, 1996. Mr. Lacey is a veteran

of the retail , hospitality and communications

industries, with nearly 35 years of experience

with companies such as WIC Western

International Communications Ltd., Scott's

Hospitality Inc.• Molson, Loblaws, and the

Holiday Inn and Marriott hotel chains. Now

President and Chief Executive Officer of

O shawa Group Ltd., Mr. Lacey is a graduate

of the Harvard Business School who emigrated

to Canada in 1978 and became a Canadian

citizen in 1983. Mr. Lacey is also a director

of Scott's Restaurants Inc., the Family Channel

and Canadian Satellite Communications Inc.,

which he chairs. His community interests

include the Centre for Studies of Children

at Risk, which is affiliated with McMaster

University and Chedoke-McMaster Hospitals.

JOHN C. HOPPER: APPOINTED

S E PTE MBER 8, I 997. A native of

Ottawa. Mr. Hopper began work in automobile

sales there in 1963. He moved to North Bay

in 1971 to establish john C. Hopper Pontiac

Buick, and is today President of Hopper

Automobile Ltd., and President and Dealer

Principal of Saturn of North Bay. He was

a founding member of the North Bay

Automobile Dealers Association and the

Northern Ontario Automobile Dealers

Association, and past president of the Ontario

Automobile Dealers Association. A former

North Bay City councillor, he has a long history

of community service: he's a member of

North Bay Masonic Lodge, a member and

past president of both the Rorab Shrine Club

and North Bay Kiwanis Club; a member of

the Northern Ontario Cancer Research

Foundation; Honourary Chair of the Kidney

Foundation, North Bay Chapter; and chaired

the $7,000,000 fund raising committee for the

Part ners for Life Hospital campaign. He was

the Kiwanis Club's Citizen of the Year in 1993.

RICHARD LING: APPOINTED

S EPTE MBER 8, I 997. Before becoming

Resident Principal of Borden & Elliot'sYork

Region Office, lawyer Richard Lingwas Senior

Partner in the firm Ling&Wong; Managing

Director of Lehndorff Asia Inc.; and Resident

Counsel for Graham & james in Beijing.The

Chinese-born Willowdale resident speaks five

languages, and is well versed in banking, real

estate and corporate practice. Mr. Ling has lived

in China. japan, France, Germany and the U.S.

And as a bank employee, before becoming

a lawyer, he lived all across Ontario: in

St. Catharines,Thorold, Lindsay. Bowmanville

and Kitchener. He is on the Board of Governors



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, up to five years, are sometimes renewed.

of Sheridan College, and a former Director

of St. Michael's Hospital Foundation Board;

the Richmond Hill & Markham Chinese

Business Association; Mon Sheong Home

for the Aged; and the Chinese Cultural

Centre of Greater Toronto.

DICK DOLPHIN: APPOINTED

OCTOBER 7, 1997. A Fellow ofthe

Institute of Chartered Accountants of Ontario,

Mr. Dolphin recently retired from financial ser­

vices giant KPMG, for whom he'd worked for

23 years . He spent many of those years as

managing partner of its Thunder Bay office,

practising his specialty of municipal finance.

Mr. Dolphin spent six years as a director of

the Thunder Bay Chamber of Commerce,

including one year as president, and is current­

ly 2nd vice-chair of the Ontario Chamber of

Commerce. He served on Thunder Bay's St.

joseph's Hospital Board in several capacities

between 1986 and 1991, including a term

as Chair of its Finance and Audit Committee.

He was also a member of the Port Arthur

Rotary Club from 1984 to 1997. Mr. Dolphin

now resides in Peterborough, where he owns

and operates the consulting firm Dick Dolph in

& Associates.

MERLE A. JACOBS: APPOINTED

DECEMBER 17, 1997. Ms. jacobs

began her career as a nurse, eventually

becoming a nurse manager in the department

of psychiatry at North York Branson Hospital.

Over nearly 30 years in the field, she has also

pursued her education, and has now complet­

ed a Diploma in Nursing, a Bachelor of Arts

degree, a Master's, and all the course work

for a Ph.D. in Sociology at York University.

Her professional experience and studies have

shared a focus on mental health , as does much

of her extensive volunteer work. She has

served on the Board of Toronto's Queen

Street Mental Health Centre and the North

York Chapter of the Canadian Mental Health

Association. She is also a director of Roots

Cultural Foundation and Royal Business Training

Centre. As director and owner of the Lawrence

Avenue Centre for Eating Disorders, Ms.jacobs

has also developed her business planning and

budgeting skills, as well as her knowledge of

human resources issues.

John Lacey

John Hopper

Dick Dolphin
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Asa arch 3 1998

ef 1Facts
THE MARKETPLACE OUR STORES OUR FINANCIAL PERFORMANCE

596 Number of LCBO stores 3 Number of LCBO stores $2.16 billion The LCBO's net sales and other

serving communities offering more than 2,500 income in fiscal 1997-98

across Ontario brands for sale

745 million Dividend the LCBO transferred

97 Number of LCBO agency 144 Number of LCBO stores to the Government of Ontario for

stores serving Ontario offering 1,500 - 2,500 bran ds fiscal 1997-98 (excluding taxes)

communities without large for sale

enough populations to sup- $2 . 155 billion Amount the LCBO has transferred

port a regular LCBO store 164 Number of LCBO stores to the Consolidated Revenue Fund

offering 1,000 - 1,500 brands the last three fiscal years combined

1,269 Number of Beer Stores, for sale (excluding taxes)

Ontario winery stores,

U-Brews, U-Vints. on-site 2 18 Number of LCBO stores 40 4 Percentage return on taxpayers'

distillery and brewery outlets offering 500 - 1,000 brands equity in fiscal 1997-98

and privately-operated duty- for sale

free stores, all of which 35 The LCBO's profit margin,

compete with the LCBO 69 Number of LCBO stores expressed as a percentage,

offering fewer than 500 in fiscal 1997-98

39 Percentage share of O nta rio brands for sale

beverage alcohol market, in 16 The LCBO's operational expenses

dollar value, held by the LCBO 7,723 Number of product tastings as a percentage of net income for

conducted in LCBO stores fiscal 1997-98 (down from 19 per

$6.4 billion Total estimated value in fiscal 1997-98 cent in fiscal 1993-94)

of Ontario's beverage

alcohol market 7 Number of days per week $2 02 million Amount the LCBO transferred

most LCBO stores are open to the provincial government in

$584 m illion Estimated value of O nta rio's Provincial Sales Tax (PST) in fiscal

illegal alcohol market 77 mill ion Total number of transactions in 1997-98

LCBO stores in fiscal 1997-98

$31 6 milli on Amount the LCBO transferred

19 Percentage of all LCBO trans- to the federal government in GST,

actions paid by debit card excise taxes and Customs duties

in 1997-98

14 Percentage of all LCBO trans-

actions paid by credit card $10 million Amount the LCBO spent on capital

improvements to its stores (reno-

11.4 million Number of AIR MILES vations, relocations, etc.] in 1997-98

earned by LCBO customers

from August. 1997 through

March 3 I, I998
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PRODUCTS AND PRICING OUR EMPLOYEES SOCIAL RESPONSIBILITY

QUALITY ASSURANCE

OUR FUNDRAISING

10,932

2,812

62

752

857

82

65

66

Number of products available

through LCBO stores, cata­

logues and pr ivate ordering

service in fiscal 1997-98

Number of new Vintages

products offered in stores

and through the Classics

Catalogue in fiscal 1997-98

Number of countries

from which the LCBO

buys its products

Number of products discount­

ed by up to 20 per cent

through the LCBO 's Limited

Time Offer program

Number of products that car­

ried a "value-add" bonus item

in 1997-98

Percentage of domestic spirit

price s made up of federal and

provincial taxes

Percentage of domestic wine

prices made up of federal and

provincial taxes

Percentage of domestic beer

prices made up of federal and

provincial taxes

2,934

69

4,119

5,052

89

123,00 0

$156,000

$245,970

$94,0 00

Number of permanent full­

time LCBO employees

Number of LCBO product

consultants available to offer

expert advice to customers

Number of LCBO Retail

staff who have passed the

highest level of our three­

level Product Knowledge

Correspondence Course

to date

Num ber of LCBO Retail staff

who have received training to

date to help prevent service

to minors or people who

appear intoxicated

Rating. out of 100. given to

LCBO employees for product

knowledge in a recent cus­

tomer survey

Number of calls handled

by LCBO Info line officers

in calendar 1997

Amount raised by LCBO

employees for the United Way

in 1997 - $41 ,000 over goal.

Ranking of LCBO among

government fundraisers

for the United Way

Amount raised for charity

through donation boxes

in LCBO in calendar 1997

Amount raised for ice storm

victims in January. 1998

648 ,092

81,427

3,734

203,90 I

397

1,122

Number of customers chal­

lenged for proof of age or

sobriety by LCBO staff in

fiscal 1997-98

Number refused service by

LCBO employees in fiscal

1997-98

Number of BYID tamper­

resistant identification cards

issued by the LCBO during

fiscal 1997-98

Number of product tests car­

ried out in 1997 by LCBO's

Quality Assurance Laboratory

Number of products rejected

by Q uality Assurance in 1997

for health concerns, consumer

safety issues and other quality

control problems

Number of seized products

tested for enforcement pur­

poses by Quality Assurance

in 1997

Number of product recalls

issued by Quality Assurance

in 1997







PRODUCT L ISTINGS

1994 19 9 5 1996 1997 1998

Domestic

....~.~~.~~! .~.~ ..~.~.~ ~~y 125 Jq~ .. . .. .?? ?~ I.qq.
anadian Blended Rums 90 69 64 68 i3·.................................................. . . . ............. .................................. .

Canadian Gin 26 16 14 Ii 16·................................... . ... ................. .

anadian \ odka 52 50 4i 45 46....... ............................ . .

... .~.~ .a .(I! .~.~ ..~.r~ .~ ~~y ~ ~ ~ ? 0.

... .~.~~1.~~ ! .~.~ ..~.I.~.~ ~I.~~.I..~. ~.a.~ .~I. y. ~ .? 1.~ ~ ~ ~ ~..

....~.l~~.~~ ! .~.~ ..~p.i.~.i.~ ?? I.~. ~.~ ? .I } .I ~? }~ }?.
.f. .~~. ~ ~ p.ir.~t .~ ~ ~ ? I.......... I

.~~.i.~.~.~.I. ~ ~ .':l.~?~.~..~~gy?~.~ ~..I ? ? ?.?......... 25

.. ..~.~~.~~ !~.~ ..~.i.q.~~~.~.~ .. .. .. .. .. 8.?... .. ?? ?? ~.? .. .. . .. .. . 43
ntario Win es 400 420 421 403 3i8........ ........ .... ............................ . .
ntario Win e oolers 15 14 I I i 5·.................................................................... ... ............... .

th er anadian Wines 10 16 14 10 25...... ...... ...... .......... ................ ................... . .
anadian Cider 6 i 9 I i 14..................... ................. ........................ .. . .
anadian Beer (incl. Beer oolers) 289 311 316 295 326...... ........ ......................................................... .... .... . .

Alcohol 6 6 6 0 0... .......... ........ .................................................. .... ...... ...................................................................... ...........
Miniatures 9 9 10 8 5·. . . . ... ... . . . . . . ...............................................................................................................................
Bitters 3 3 3 3 3

................. ........................ .... ..... ......... ..... ......... . .... ................

3,106 3,515 4,249 4,5i 3 5,240

6,835 8,073 9,201 9,8i l 10,932Total Product Listings

Imported 1994 1995 1996 1997 1998

~~.? ~.~.I.~ ..~.h.~ ~~x. ?~ ?~ ?~ ~?. . . . . . . . . . . i6
.I ~ ~ ~ ~~..~.~ .i .~~.~y } ~ ~ ~ ?.
.... ~!l.~ ~~ ~ ~~ ~..\y"11.i.~.~ ~>~ ? ?. ~ ~ .q I. ~..
Gin 15 16 16 10 10
....... ... ............. ........................................................... . .
Rum 13 10 9 I I 10
.................. ..... .................. . .

Vodka 20 19 22 23 24
·................................... ...............................................................................................

T~.9~.i.~ ~ . .. .. . .. .. .. .. .. .. .. .. 6 ?. 8 ..t. .I............ 9

.~.~~ .~. ~~ .L............................ .. 55 ..} .I ~?.. .. .. .. . 45 4i

.~..~~.~~ p.~r.~ ~.. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . 2 I.q........... .....2. ......... 2 3

.~~.i ~.~.I. I~ .~.~?~.~..~~(J.~?~.s ~ .~ ? ~ ~.~. . . . . . . . . . . . . 53

.~.i.q.~~~.~.~ .. . .. . . . .. . .. .. . .... . .. .. . ?.?. ?~ ?.? ?~ ?I
Wines 806 8i4 8i3 839 8iO
.................. ..................... . .
Beer and Sake 81 92 89 102 97·................................. ... . .

Miniatures II 12 19 24 19
............................................................ . .

oolers 3 6 19 12 9
.... .... ............... .... ...... . .
Bitters 6 II 6 8 8
·................ . . . .. .................................................................................................... .....

T~.~~l .I..~~~.~~~.~..~.~~.~!.~~.~ ~!.~.~.? ~.'.3 ?........ 2,3ii ~!?4.? ~.'.7~~..
.~..~~.t~~~.e.~..~.i.~~~ . ~~.??P..i.~.~~.~ I).?~ ~ .'.?~?.. .. . .. . 2,368 2,i 44 ..3.:q~?.
.~ .. ~.~ y. .~~~.r.~~ ..~.i.~~.~~.~~.. .. . .. .. .. . IiO 182 207 205 213

onsignment Warehouse
and Privat e tock

Note: Consignment Warehouse and Private Stock product listings are est imates based on invoices produced
by Specialty Services.



SALES CHANNEL SUMMARY
(va lu es in OOO s)

L e B O 199 4 19 95 19 9 6 19 9 7 1998
.. ... .. . .... ... .. . . .
Retail Sales 1,731,071 1,740,387 1,827,840 1,923,750 2,022,63
. .... . . .. . . . .. .. ... . . .. . . . ... . . .. .. . . . .
Licensee Sales 276,306 2 ,956 297,233 3 14,652 347,083............ ............... ........... .................. .................... ............................. .........................................................

.. ..~~.~~y. .~~ ~ ~~ 1. ?,.~.2.~ I. ?.'.~~?. ?~~~~?. ?~A~} ~.?~~?? .
p~y.~~~~<:!.~~ .~~ I~.?~.~~ I. ~ ?~ }? 1. ~.'.6.~9 ~ .? ~ .1. 9.~ I. ??~.~.? I. ?. ~3.I. ~..
p~.~)~ .~~ ~~~(~.s::.~ ~???? ?.'.~.6.?. ~ . ~ . ~~ ~ .? 1.~ ? ~.?6. 1 .~.' 3.??
BRI Sales 7,866 29,729 40,150 48,920 64,891............................ ........................... ..........................................................................................................

[her ales 2,808 3,366 3,438 3,528 3,579

Total 2,054,991 2,101,952 2,215,523 2,342,998 2,493,935

Br ew ers R etail In c .

Retail & Licen ee Sales 1,910,584 1,951, 25 2,060,2 19 2,075,664 2,114,467......... ................................................... ................................ .. . .

Winery Stores

Retail Sales 81,297 99,233 11 3,320 126,446 136,61.......... ....... ...... ................... .................. ........ ............................. ........ ...... ...................... .......... ...................

Other Chann el s

Legal :

....~.?~.~ ~I3.?~~~.~. ~..~~~I~ p.~ ~ . ?1..?~3. ~.~?.'.?.3. ~ ~ .~.s. ~~ 9.? 1 .~ .1. ???? ~?.0.~ S. ?.7..
C ross- Borde r Declared 2,346 1,599 2,333 2,524 3,054............ ...... ......... ................................................................................................... ....................................
Brew Pubs 2,570 2,976 2,496 1,467 1,737....................... .......... .............................. ......................................................................... ..........................
Wi ne Pubs 422 489 448 437 535..................................................................... ....... ...................................................... .................................
U-B rew- Beer 141,305 142,4 13 110,771 151,482 149,534............ ................ ......................................... .......... .............. ........................................... .......... .................
U-B rew -W ine 34,400 39,124 16,206 502,050 549,952

Tota l 352,746 334,139 280,559 799,332 935,686

Homemade :

W ine 101,279 99,991 11 2,855 122,409 44,071............................................................................. ........................... ............ ............................... ...............
Beer 10,704 13,939 14,974 16,122 16,847

To ta l 111,983 113,930 127,829 138,531 60,918

De-alcoholized Beer 15,069 19,600 22,540 24,140 25,854

Illegal :

.~. ~~~Y~&~ .i.~~ ?~?? ~ }? ?~~.'. ~ .3. ~ 7?~,~?? ~.? .I.?~.~.3. }?~.~??..I ..
Wine Manufacturing 245,965 250,944 284,202 223,029 189,789

To tal 795,097 785,076 774,574 644,472 583,780

Grand Tota l 5,321,767 5,405,755 5,594,564 6,151,583 6,351,258

Note: All figures above are shown in gross sales. The numbers included in the O ther Channels category are estimates.
Brewers Retail Inc. and W inery Store sales data were supplied by the Brewers of O ntario and individual wineries.



RETAIL PRICE BREAKDOWNS

Spir it s

Examples as at March 31, 1998 for 750 mL bottle in Canadian Dollars

Imported

U .S .

Imported

Non-U.S. Domestic

~~Y.~.~.~t.y? . up'p'~.i.e.~ i.~:9.~.o.o. ~?}?9.~ ~?:}~0.9.
Fed er al Excise Tax 3.31 9 $ .319 $3.319......... ................................ ..................................................... ......... ........................... ...............................

.~ ~~I.~~.~~ ..~~r.?~~..l?ll~Y. i. 0' :9.~.O' O' J.~:.O' .I.?? ~9:.O'0'99.
Freight $0.2775 $0.1 640 $0.0466
Total Landed Cost $6.6373 6.8613 6.7464

I.~ ~~ ~~~ .~~.~.~~p. i.?:??o.? ~?:.?~~? . . . . . . . . . . . ~?:.~. ~ . 99.
.~.~.~ ~.?~.~~ .~..~~.~ y i.O':~ .~?? ~.~.-.2. .I.?.? ~9:.? ~.??
L B En vironment Fee $0.0 93 0.0 93 0.0 93.................................... ....................... ....................................... ................................... .................... .........
L B Rounding Revenue $0.0252 $0.025 0.0168
Basic Price 16.60 $17.14 $16.38

oods and Ser vices Tax
. . . .. . . . ... .. .. . .. ... ..... ... .. .. . .. .. .. . .. . .. .. . ..

Provin cial Retail Sal es Tax

Consumer Price

Revenue Distribution

1.1 6 1.20. .
$1.99 $2.06

$19.75 $20.40

1.15................
$1 .97
19.50

Suppl.~~~ Ji.~ .c .I.~ ~I.~~.~fr.~.i~.I.~~.L ~?}.? . . i.~ :?? . . . $3.43
ove rn me nt of anada $4.48 $4.54 $4.47........ .......... .......... ............. ....................................... ............ ................... ..... ................. ................. ...........
ove rn me nt of ntario 11.95 12.34 11.60

Wines

Examples as at March 31, 1998 for 750 mL bottle in Canadian Dollars

Imported

U.S .

Imported

Non-U.S.

Domestic

100 % Onto

.~~ x.~~.~.~~.y? ~~p.P. I~.~.~ i.? :~.?O'O' ~.?:.~?9.~ ~~:.4.?99.
Fed eral Exci se Tax 0.3 42 0.3842 $0.3842..................................................................................................... ......................................... ...................

.~~~I~ ~~ ~ ..~ .Il!P?~~..r?~ ~Y. 0.:9.~.O'O' . . . . ~:.o.??? . . . . . . . . . . . . ~9:.O'O' 0'9.
Freight $0.1669 $0.2038 $0.0000
Total Land ed Cost $3.0011 3.0677 2.8342

~~ ~3 ~~ .~~.~.~P 1.??O'? 1:.???? ~ :.?~3. .
.~ ~~ '~~fi. ~ .~..~~~~y i..1.:.1..??O' I :.~ .??O ~.~ :. ~.??9.
.~ ~~ ~.?~.~~ ~..~~~ y. i.0':~ .~?? ~.~:.? .1?.? ~9:.?~. ??.
L B Environment Fee $0.0 93 0.0 93 0.0 93

.. . .. . . . . . . . . . . . . . . .. . . . . . . . . . . .. . . . . . . . . . . . . . . . . . . . . .
LCB Rounding Revenue 0.0330 0.0079 0.0146
Basic Price $6.39 $6.47 $5.92

oods and Serv ices Tax $0.45 $0.45 $0.42..................................................... .......... ............ ........... .......... ............ .................................... ................
Provincia l Retail ales Tax 0.76 0.7 $0.71
Consumer Price $7.60 7.70 7.05

R ev e n u e D i st r i b u t i o n

upplie~ . (i~~.I.~?~~.~.r~.~~~.I~~) ~~:.?? ?:?? .............................. 2.45
Government of anada $0.83 $0. 7 $0.80.................................................................................... . .
Govern me nt of Ontario $4.15 $4.18 $3.80



Be e r

Examples as at March 31, 1998/ or a case 0/24 x 341 mL bottles in Canadian Dollars

Imported

U .S .

Imported

Non-U.S . Dome stic

.~;l x.I.~.~.~ ~..~.?, .~.~p'p ~ .i.~.~ ~?:.?3.?~ ~~:~.4.~~. . ~?:.~.O.~~
Federa l Exc ise Tax $2.2903 $2.2903 $2.2903............................................................ .................... ......................................................................

.~~?~~~~ I ..~ .n.l p?.rt..~ ~ ~X. ~9:.q~~9 ~~:?~?3. ~~:9.~.~~
I~ reight $0.6400 $2.5400 $0.380 0

To ta l La nde d Cost $8.8679 13.7076 12.4703

L B S $4.9595 4.9595 $4.9595............................... ........ ...................... ................... . .
L B S $ 1.3422 $ 1.3422 $0.0000......... ........... ... ............ .................. .............. ................... .............. ............................ ............... ....... ..........

L B M;~.~~. ~.~p. ~~:.~.?~9 ~~:9.??~ ~:9.?~~
.~ ~ ~?~.~~.~..~~~:y ~ :.~.~~~ ~ .I.:~.~.~~ . . . . . . . . . . . . . I. :~.~.~~
L B E nv iro nment Fee 0.0000 0.0000 0.0000............. ......................................... . .
L B Rounding Revenue 0.0 123 0.0046 0.02 10

Basic Price 20.7 1 25.55 22.98

Goods and Se rvices Tax 1.45 I. 79 $ 1.61............... .................................... . . .
Provincial Retail Sa les Tax 2.49 $3.06 $2.76.................. ................... . .

onta ine r Deposit 2.40 $2.40 $2.40

Consume r P rice 27.05 32.80 $29.75

?~~'p' p.I~~~ (i~c1 ~~Ii n~..r~~! ~~~ .~~ J.~:?~ ~ . ~ . ~ :. ~.~ ~ . ~ .~:..1. ~
Govern me nt of anada $3.74 $4.32 $3.90................................................ ....... . .
G overnment of ntari o $ 14.33 $ 14.90 $ 13.27.......................................... . .

onta ine r Deposit $2.40 $2.40 $2.40

Note: COS refers to the LCBO's cost of ser vice. The container deposit applies on ly to prod ucts which can be re tur ned
for a container refund.



ELEVEN-YEAR FINANCIAL PERFORMANCE REVIEW
(v a l ues in OOOs)

19 9 8 1997 19 9 6 19 95 19 9 4

S t at e men t of Ear n ing s

Sales a nd
ther In come 2,160, 43 $2,013,873 1,909,804 1,80 ,518 $ 1,764,731

.... ... .. ... .. . .. . . . ... .. ... . .
ost of Sa les $ 1,064,286 $988,386 $9 19,268 $858,190 $832,106........................................................................................................................... ..................................... ..

»ross Profit $ 1,096,557 $ 1,025,487 $990,536 $950,328 $932,625............................................. ....................................... ............................... ...................................... .........
Per ent 50.75% 50.92% 51.87% 52.55% 52.85%.................................. ........... .............................. ........ ........... .................................... ........................ ........

... .p.~.~.;~ .~! .~.~..~.~P.~.~~.~~ ~? ?. ~A?} ~??~.~~ ?? $.~??..'.8. ~ .?. } .I.~.'.q??.. ~??~.~? .I.{)
e t Inco m e 744,904 $70 1,030 666,717 637,299 59 ,909........... .................... ................................................................................... ........ ........................................

S tat ement of Cash Flow

$619,979$769,507 $723, 197 $687,663 $655, 198. .

ash F low

rr.? ~1! .9p.e.~~.~ !?~~ ..
han gein

.~?~~. ! ~.~ ~l'p'i.~~~ .I ~~??~???~ ~~.?~~.I. ?. ~?.'.6.?.?. ~.?.'.~??. ~ 1. '?" ~?~ )
as h Use d fo r

.I. ~.~~~.~ !.~~..~~~.~~ i.~ ! .~.~ (..~.?~?~ .~) ~ ~ .? ~~~~) ~ .. ?{).'.~.?~~ ~ ..~.?'.~??). ~ ~ ~.???)
as h Used fo r .

Provin cial T ra nsfe rs ( 745,000) ($730,000) (6 0,000) (630,000) ($585,000)..................................................................................................................................................................
Decrease/I ncrease in C as h

.~ ..~.~.i. ~ .~ . ~.I1 ~..Y.~.~.~ ~~}q~??~) ~?~.~??.~ ~~~.'.?~~ ) ~.~.??{) ~.~.~~9~ .

Fi na n ci a l Posi tion

u rr ent sse ts $230,720 256,209 $239,516 229,541 $20 1,204................... .............. ................................................................................... ............. .................................
urrent Liabilities 179,175 203,647 160,727 132,159 92,8 13............................. ................................... ....................... .................................................. ............... ..........

.~?~~.!~.~ ~lJ? i.~~l .I ~.?. ~.~?~.? .. ?..?.~?.{)? ~?~.'?~?. ?.?.,~ .. ~ .1.9 ~~? .~ .
Fi xed sse ts $ 132,95 $ 132,037 $134,780 129,470 $ 120,474.............. ......................... ............................................................................................ .......... ...................
Tot al Assets $363,678 $388,246 $374,296 $359,0 II $32 1,678.................... .................... ....... ............... ..................... ................ ................................................. .............

F inancial Ratios

.~.~?0 ~ ~ ~~ .~~.i.~ ~?:9.~.~ }.?: . ~ . ~ .~ ?5}?.~ ~.?. :~. ~ .~ ~.~:?~.~.
Return on

~~~~.~.~.~?I.?~.~~: .. ~. ~y.i.~ y. ~.q?:{)}~ ~.??: . ~ .3.~ ?9.~:?~ .~ ?~.?:~?~ ?6.? : ?9.~.
u r rent Ra tio 1.29 1.26 1.49 1.74 2.17

Statistics

.~ ~.~:~ ~~.~? ~x..T~.~.r~.? ~.~.~ ? :?~ ?:9? ?:.q? ~. : ?~ 5.:9~.
umber of

.~~.~~!;~ ~.~~.~. ~.[~p.~?Y..~.e.~ 2.~??~ .?~ .. ~.~ ~.'.~.q? ~.'.~?~ ~.?~?

~~~~~ .p.~.~..~!:'! p.I.?y.~~ ?~ .? ?9.? 6.?.?. 6.?~ ~6.?~ .
um ber of St o res 596 595 596 597 600............ ......................................................................................................................................................
umber of Regular

P roducts Li sted 2,442 2,349 2,377 2,389 2,336

Note: Sales per Employee have been restated to reflect values in thousands of dollars.



1993 1992 199 I 1990 1989 1988

Statement of Earnings

......... ....... ..... ...... ...... ..... ........... ....... .... ...... ..... .... .................. .... . .
$1,786,479 $1,83 ,386 $ 1,936,710 2,006,975 $ 1,930,319 $ 1,867,684............................................... ............ ......................................................................................................

.....~~~ .~ .'.~~9 ~.~.? .1.~?.3.? ~????? ~ ~.1.?~. ~ .? ~?~.~ ~?.?.~ ~??.4 ~??~.'.~??
$945,4 19 $98 1,847 $969,489 $994,037 $936,025 $899,2 12·............... . . . . . . .. ..... .• • .... .. . .. . • .

52.92% 53.55% 50.06% 49.53% 48.49% 48.15%·................... ........ . ... ... . . . . . . . . ... . . . . . . . . • . . . . . . . . . . . • . . . .• ... .

$332,953 $332,439 $326,682 $3 11,707 $275,580 $258, 185
....... . . . . . . . . . . .

$612,466 $652,458 $652,669 $692,083 $664, 124 $640,827

Statement of Cash Flow

$635,298

( 8,694)

$675, 162

6, 162

672,558

4 ,775

707,223

( 29,48 1)

$675,892

$29,933

650,995

( 23,430)

( 21,075) ( 25,754) ( 29,75 1) ($23,784) ($15,447) ($9,968)
.......... ...... .............................................................................................. ............. ..................................

( 615,000) ($675,000) ($650,000) ($640,000) ($645,000) ($635,000)
........... ............................. ................................................................................ ........... ............. .......... .......

($9,47 1) ($19,430) $4 1,582 $13,958 $45,378 ($17,403)

Financial Position

192,955 $207, 155 $23 1,212 $2 19,752 $179,400 $ 192,904·........... . ... . . . . . . . . . . . . . . . . ... ... ................ ...... ......................... . . .. •• • .• .• . •. • •. . . . .. .. ... . .. . . .. .. . . ..• • . .••. .. . . . . .• . • . . • .• • . . •• . • . •.• •.

$ 104,789 $ 118,212 $ 116,677 $98,024 101,111 $130,060............................................................................................................................................................. ....
$88, 166 $88,943 $ 114,535 $ 121,728 $78,289 $62,844............ ................................... ...... .......... ..... ................................................ .......... ........... ........... .............

$ 126,790 $ 130,564 $ 131,161 122,322 $ 118,008 n/a................. ...... .................................................................................................. ............................... .........
$3 19,745 $337,7 19 $362,373 342,074 297,408 n/a........... ............................................. ....... ............. ..... ........ ........ ...................................................... ..........

Financial Ratios

34.36% 36.04% 33.96% 34.70% 34.54% 34.45%

281.94% 280.50% 266.53% 3 14.34% n/a n/a..... ........................... ............................. ........... .......... ..... ................ ................................ ..... ................. ..
1.84 1.75 1.98 2.24 1.77 1.48

Statistics

4.70 4.72 4.79 4.88 5.56 4.99

3, 100 3,233 3,305 3,484 3,396 3,460..................................................................................................................................................
$575 $560 $58 1 $572 $566 $538

·................................................................................. . .... . . . . . . . . . . . . . . . . . . . . . . . . ... . . . ... . . . ....................... ..... . ..... ... .
611 618 62 1 623 626 623

2,302 2,390 2,570 2,825 2,974 2,814
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