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Dear LCBO Shareholder:

Entitled The Source for Entertaining Ideas, the 1999~2000 Annual Report describes how the
LCBO transferred a record $800 million dividend to the province. That's an increase of$20
million over last year's record; $55 million more than the year before that; and $215 million
more than in 1993~94. It marks the second straight year that the LCBO's total transfer' its
dividend and provincial sales tax combined ~ topped $1 billion.

Knowledgeable and helpful staff, store upgrades, in-store promotions and other customer
service enhancements, growing customer appreciation of premium products, an improving
economy and excellent support from our suppliers were key factors behind this success.

We continued to outperform comparable provincial liquor jurisdictions in both volume and
revenue growth. We also outperformed Ontario's retail sector as a whole.

This year's Annual Report will help you evaluate our performance in the context of roday's
beverage alcohol marketplace, and show how far the LCBO has come in its drive to become
Ontario's Source for Entertaining Ideas. We also highlight the many ways in which we help
promote responsible drinking, including innovative advertising, strong strategic partnerships
and our Challenge and Refusal program. In fiscal 1999,2000, our employees challenged some
913,000 would-be customers who appeared intoxicated or could not provide valid 10 and
refused service to more than 82,000.

When you read this report, or visit one ofour stores ~ you'll see that we continue to improve
our services and performance. Recent LCBO research shows this improvement has not gone
unnoticed by our customers. They are generally more satisfied than ever with the products and
services the LCBO provides. In fact, only one per cent said they were dissatisfied with service
in our stores. With the government's support, we plan to continue that improvement next year
and beyond. We expect to transfer a dividend of$850 million in fiscal 2000,01, which would
mark a sixth straight record year, and place us well ahead of the financial targets established for
the first three years ofour five-year strategic plan.

Sincerely,

Andrew S. Brandt
Chair and Chief Executive Officer





THE ANNUAL REPORT

Under the Liquor Control Act, we're required to prepare an annual report to the Minister
of Consumer and Commercial Relations. The Minister submits the report to Cabinet and
tables it in the Provincial Legislature. This document is first and foremost a formal record
of the LCBO's financial performance for the past fiscal year ; however, it also provides an
overview of the Ontario beverage alcohol marketplace. We 've tried to make the report easy
to use and understand by using plain language and including a glossary of LCBO terms.
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LETTER OF TRANSMITTAL

The Hon. Robert W Runciman
Minister of Consumer and
Commercial Relations

Dear Minister,

I have the honour to present
you with the 1999-2000 Annual
Report of the Liquor Control Board
of Ontario.

Respectfully submitted,

Andrew S. Brandt

Chair and CEO

The LCBO wishes to thank the Office of the Provincial Auditor and the Members of the Audit
and Governance Review Committee of the Board for their assistance in preparing this document .

Produced by LCBO Corporate Communications.

Financial information prepared by LCBO Financial Planning & Economic Development.
French adaptation by LCBO French Language Services.

Ce rapport est egalement publie en froncois sous Ie titre: Rapport annuel de la LCBO 1999-2000.



GEME
OM THE MI ISTE

I am pleased to provide you with the LCBO 1999-2000 Annual Report.

As the Minister responsible for the LBO, it is my commitment to you to ensure that the
LCBO continues to serve you well. And I believe it served consumers and taxpayers very
well indeed in fiscal 1999-2000, as demonstrated in this report.

LCBO employee , management and Board Members have all worked hard to
deliver better cu tomer service and more efficient operations. cv trarrung

programs have helped frontline employees improve their product knowledge
and customer service skills. Stores continue to be opened, renovated and relo­
cated to provide consumers with accessible and appealing places to shop.
Product selection and services have been expanded so customers can find
the right product for every occasion at competitive prices.

I'm particularly pleased that the LCBO has also promoted responsible drinking
through in-store messaging, external adverti ing and partnerships with MADD
Canada and other groups. Last year employees challenged more than 910,000
customers, and refused service to more than 82,000 who could not provide valid
proof of age, or appeared intoxicated. This is a fine example of the LCBO's com­
mitment to local communities.

A recent survey shows that, as a result of improvements made over the past
fi cal year, cu storner are more satisfied than ever with the LCBO, and the
products and ervices its employees provide. In fact , only one per cent were
dissatisfied.

The LCBO produced an $800 million dividend for the provincial Treasury in 1999-2000, its
fifth record dividend in a row. Combined with the 239 million in Provincial ales Tax that
the LCBO collected, more than 1 billion wa transferred from the LCBO to the Treasury
last year, to help pay for roads, schools, hospitals and other important ocial and infra true­
ture projects.

Our government remains committed to providing excellent public services and value
for the taxpayers of Ontario. Since 1995, we have worked hard to improve the quality
and efficiency of all government operations and the results are showing.

I believe today's LCBO i a leading example of an efficient and effective government opera­
tional enterpri e , and my staff and I will do everything we can to ensure it continues to
improve in all facets of its business.

Sincerely,

Robert W Runciman

MPI~ Leeds-Grenutlle

Minister of Consumer and Commercial Relations

eptembet; 2000



THE LeBO
AT A G LA CE

THE LIQUOR CONTROL BOARD OF ONTARIO

REGULATES THE PRODUCTION, IMPORTATION,

DISTRIBUTION AND SALE OF ALCOHOLIC

BEVERAGES IN ONTARIO.

The LCBO operates 602 retail stores across Ontario,
many untb Vintages sections offering consumers a
toide selection offine wines, prentium spirits and
specialty beet:

The LCBO is the largest single retailer of beverage
alcohol in th e world, bu ying wine , sp irits and beer
from more than 60 countries for Ontario consumers
and licensees.

To provide thi s se rvice , th e LCBO operates five
regional warehouses that supp ly 602 stores across
Ontario. Through this integrated distribution and
retailing network, so me 7,000 quality product are
available to co nsumers, including wine, beer, sp irits ,
coolers and acc essories.

Th e LCBO operates six Vintages stores , which offer
consumers a wide selection of fine w ines, premium
spirits and specialty beer. Vintages product s are also
available in eight Vintages boutiques and ove r 135
sections in regular LCBO stores. They can also be
ordered through any LCBO outlet. An additional 500
premium product can be ordered from each edition
of the Vintages Classics Catalogue, which is pubi hed
three times a year.

Customers can also obtain many other products not
regularly Ii ted in Ontario through the LCBO Private
tock ordering program.

In partnership with the LCBO, established retailers
operate 107 agency stores in communities without
large enough population bases to support regular
LCBO stores .

The LCBO also regulates the sale of products through
427 Brewers Retail stores, 37 on-site brewery stores,
349 winery tores, three distill ery stores, 11 land
border-point duty-free sto res , and du ty-free operations
at Pearson International Airport and Ottawa
International Airport.

In the int ere t of consumer protection, th e L BO
conducted more than 298,000 tests on 12,600 differ­
ent alcoholic beverages in fiscal 1999-2000. This
Quality As urance testing helps ensure that all prod­
ucts sold by the LCBO and Brewers Retail stores
comply with the federal Food and Drugs Act, as well
as th e LCBO's high standards for quality and taste.

For further information about LCBOproducts

and ser vices, call the LCBO toll-free Infoline at

1-800-0 FLCBO (668- -226). In Metropolitan

Toronto, call (416) 365-5900 or visit the LCBO's two

Internet sites: www.lcbo.com (our corporate home

page) and unouiuintages.com (the Vintages borne

page).

LeBO Annual Report 1999-2000



ORPORATE
GOVER A CE

THE MISSION OF THE LIQUOR CONTROL BOARD

OF ONTARIO (LCBO) IS TO BE A CUSTOMER-

INTENSE , PERFORMANCE-DRIVEN AND PROFITABLE

RETAILER OF BEVERAGE ALCOHOL , SUPPORTING

THE ENTERTAINING AND RESPONSIBLE USE OF

OUR PRODUCTS THROUGH ENTHUSIASTIC ,

COURTEOUS AND KNOWLEDGEABLE STAFF.

Our customers are the people who buy our products
and services. Our stakeholders include the people of
Ontario, their elected officials , our employees, our trade
partners, and groups that share our concern for public
afery.To serve their interests, we:

• deliver quality products and services at
competitive prices

• distribute our products and services tbrougb
a variety of retail formats and other sales
channels, sucb as catalogues

• promote tbe responsible use ofalcobol

• implement policies aimed at ensuring our
workplaces are safe and free ofharassment
or discrimination

• control tbe importation, transportation, ware­
housing and sale of liquor outside oflicensed
premises, together toitb quality assurance and
pricing, in a fair and impartial mannet: (Tbe
authorization now given by tbe LCBOfor
Ontario toinery retail stores, Beer Stores and
liquor deliuery is expected to be transferred to
tbe Alcobol and Gaming Commission ofOntario.)

To fulfill our responsibilities to the government and
people of Ontario, we:

• develop and implement programs and services
aimed at deterring tbe sale of beverage alcohol

to persons uibo cannot provide valid proofof
age, uibo appear intoxicated, or tobo are believed
to be buying for either of tbese parties

• maximize dividends to tbe Government of
Ontario

• enhance tbe LCBO's value to the Government
of Ontario

• manage tbe LCBO's business risks.

WHAT IS CORPORATE
GOVERNANCE?

Corporate governance means the processes and
procedures a corporation uses to manage its business
and affairs to enhance shareholder value. It includes
ensuring the financial viability of the business, and
the corporation's positive relationship and dealings
with stakeholders.

Since 1995 , the Toronto and Montreal tock
Exchanges have required listed companies to disclose
their corporate governance practices.As an opera­
tional enterprise of the provincial government, we're
not subject to these policie . However, we believe
that effective corporate governance and accountabil­
ity are essential to fulfilling our mandate, and we've
included this section to increase understanding of
how we are governed.

Members of LCBO' Board have responded to the
need to establish forward-looking policies for corpo­
rate governance and to monitor these policies to
ensure their effectiveness.The LCBO strives to meet
the highest standards of both corporate governance
and disclosure.

THE BOARD

The mandate of the Board is to supervise the business
affairs of the LCBO. Among its most important
responsibilities are:

• ensuring tbat tbe LCBO provides bigb quality
service to tbe public

• developing and approving tbe strategic plan
and monitoring management's success in
meeting its business plans

• approving annual financial plans

• ensuring tbat tbe organization remains finan­
chilly sound

• assessing and managing business risks

The Source for Entertain ing Ideas
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• submitting an annual financial plan to
tbe Minister of Consumer and Commercial
Relations

• ensuring tbe organization bas communications
programs to inform statsebolders of significant
business developments

• ensuring tbat tbe LCBO performs its regulatory
role in a fair and impartial manner

ApPOINTMENT
OF BOARD MEMBERS

Members of the Board are appointed by the
Lieutenant-Governor, through Orders-in-Council, on
the recommendation of the Premier and Minister of
Consumer and Commercial Relations. Members are
appointed for a term of up to five years.

The LCBO provides new Members with a comprehen­
sive orientation program, which includes information
about its business, operations and current strategies
and issues, and visits to LCBO facilities. ew Members
also receive written materials and meet with senior
management.

RESPONSIBILITIES
OF BOARD MEMBERS

Each Board Member has individual responsibilities for
corporate governance, including:

• acting honestly and in good faitb in making
decisions witb a view to tbe best interests of tbe
LCBO and all its stakeholders

• overseeing tbe management of tbe business and
affairs of tbe LCBO

• avoiding conflicts of interest. Board Members
may not enter into arrangements witb tbe
LCBOfor personal gain

• bauing adequate knowledge of tbe LCBO's busi­
ness, bow it is organized, and bow it functions

• attending Board meetings and seeking profes­
sional advice tobere necessary

• exercising judgment independent of manage­
ment

• providing guidance on policy development.

LeBO Annual Report 1999-2000

STRATEGIC PLANNING PROCESS

Since 1987, the LCBO has had a five-year strategic
planning process.The process begins with an annual
strategic planning conference whose purpose is to
help define priorities and goals over the five-year
period and shape our efforts over the shorter term.
The Board approves the corporate strategies and
reviews the objectives developed by each division to
achieve them. Performance appraisals are tied to cor­
porate and departmental business plans: every
employee up to the vice president level is assessed
by how well he or she helps the LCBO achieve its
objectives.

The strategic plan is supported by our five-year
capital plan. For further information, please see
Beyond tbe 1 umbers 1999-2000: Management's
discussion and analysis of operations.

AUDIT AND GOVERNANCE
REVIEW COMMITTEE

The Audit and Governance Review Committee is com­
po ed of three Board Members elected annually by
the Board. The Committee ensures the reliability and
accuracy of the LCBO's financial statements, helps
coordinate and improve its internal control functions ,
reviews and advises on possible changes to the
LCBO's corporate governance policies and practices,
and ensures that the LCBO adheres to sound corpo­
rate governance principles. The Committee:

• monitors tbe Board's activities and operations

• reviews tbe LCBO's policy and procedures
manuals to ensure tbat tbey describe adequate
and commercially reasonable procedures and
activities and set out appropriate control and
management processes

• reviews tbe LCBO's strategic planning process
and tbe appointment, training and monitoring
of tbe performance of senior management

• reviews tbe scope of tbe responsibilities of tbe
LCBO's Chair and CEO and tbe Members of tbe
Board, and tbe limits of senior management
responsibility. and makes recommendations to
tbe Members of tbe Board accordingly



• advises and counsels tbe LCBO General Audit
Department

• in conjunction tottb tbe LCBO General Audit
Department, reviews tbe LCBO's internal control
system, internal compliance audits and tbe
annual budget, and makes recommendations
as required

• identifies tbe principal risks facing tbe business
and reviews systems to manage these risks

• acts as a liaison among tbe Board, tbe LCBO's
General Audit Department and tbe Provincial
Auditor

• oversees tbe production of tbe Annual Report.

The Committee meets at least twice a year.

ETHICS AND BUSINESS CONDUCT

The Board is responsible for establishing and monitor­
ing a system for corporate governance, and for admin­
istering and enforcing a code of conduct for business
ethics.

Following a review of the LCBO's corporate gover­
nance practices, in March 1998, the Board approved
a new policy for the conduct of the business of the
corporation, including terms of reference and prac­
tices for the Board and for all committees of the
Board. In April 1998, the Board approved a new Code
of Business Conduct, with policies for conflict of
interest; confidentiality; the outside activities of
employees, officers and Members of the Board; gifts
and entertainment; and human rights.

HEALTH AND SAFETY

The Board approves an annual Health and Safety
policy, and ensures that regular meetings are held
by joint bargaining unit and management health
and safety committees. As part of its monitoring
of the policy, the Board ensures it is kept informed
of workplace health and safety issues. Reports are
provided to the Board monthly.

STORE PLANNING AND
DEVELOPMENT COMMITTEE

This is a staff committee which reports to the Board.
It reviews all real estate and leasing decisions and
makes recommendations to the Board. The
Committee meets monthly.

LISTINGS COMMITTEE

This is a staff committee which reports to the Board.
It reviews all recommended General List applications
to list beverage alcohol in LCBO stores, and makes
recommendations to the Board about these applica­
tions and about the de-listing of certain products.
The Committee normally meets quarterly.

LISTINGS ApPEALS COMMITTEE

This is a staff committee which reports to the Board.
It reviews all appeals of decisions denying listing
applications and de-listing beverage alcohol products
and makes recommendations to the Board. The
Committee meets quarterly.

GOVERNANCE OF THE LCBO
DIFFERS FROM PRIVATE-SECTOR
CORPORATIONS

In public companies, boards of directors usually have
a number of key responsibilities which they perform
on behalf of shareholders to ensure an effective
system of accountability. In the case of the LCBO, an
operational enterprise of the Ontario government,
several of these functions are performed directly by
government.This includes appointment of the Chair
and CEO. In making major policy decisions, the Board
often invites input from the provincial government
and other stakeholders, and takes into account gov­
ernment policy objectives.

The Source for Entertaining Ideas



GLOSSARY OF
LeBO 1i MS

Agency stores: op era red by esrablished
rerailers in co mmuniries wirhour rhe popu­
larion base ro supporr regul ar L BO or
Beer Srores. Ar rhe end of fiscal 1999­
2000, rhere were 107 agency stores, mosr
in orrhern Onrario.

AIR MILES Rewards: a loyalry pro gram
op erared in anada by Loyalty
Managem enr G roup Ca nada Inc. rhar
allows parri ciparin g LCBO cusrome rs ro
earn rravel and orh er reward s - such as
mo vie passes, car renr als or lon g d isrance
calls - by makin g purchases from rhe
LC BO and orh er parri ciparin g sponsors .
AIR MILES is a rradem ark of AIR MILES
Inrern arional Holdings N .V., used under
licence by Loyalry Mana gem enr Group

anada Inc.

Alcohol and Gaming Commission
of Ontario (AGCO): a regul arory bod y
of rhe Onrario govern me nr respon sible for
rhe ad m inisrrar ion of rhe Gaming Control
Act, rhe Liquor Licence Act and rhe Wine
Content Act. Amo ng orh er th ings, ir regu ­
lares rhe sale and service of liquor in
licensed premi ses and ar pecial ccasion
Permir evenrs .

Brewers Retail Inc. (BRI): a privare
company owned by rh ree Onrario brewers
(Labarr, Mol son and Sleeman), aurho rized
by rhe LC BO ro sell domesric and foreign
beer and relared merchandise rh rou gh 427
Beer Srores locared in 227 co mmuniries
across Onrario .

Brewery store (on-site): a rerail srore
aurhor ized by rhe LCBO and op era red by
a brewer ar irs manufacrur ing sire. T here
are 37 on-s ire brewery srores .

BYID (Bring Your Identification)
card: a ramper-resisranr phoro 10 card
issued by rhe LCBO, and acce pred as valid
pro of of age in all LCBO and BRI srores
and licensed esrablishme nrs. Ca rds can be
obra ined wirh proper idenrifi carion and a
$ 15 fee. Appli carion s are available ar all
LC BO srores.

Challenge and Refusal: an LCBO
soc ial respon sibil iry pro gram in all srores
rhar help s ensure beverage alco ho l is no r
sold ro minors, ro person s who are inroxi­
cared, or ro an yon e makin g purchases on
behalf of rhese two groups.

Check 25: rhe L BO soc ial respon si­
bil iry program whereby an yon e appea ring
ro be under rhe age of 25 is rourinely
asked for idenrifi carion by rerail sraff.

Classics Catalogue: published rhree
rimes a year by Vintages, each ed irion
offers hundreds of premium qu ali ry spirirs,
crirically accla imed wines from old er vin­
rages and soughr-afrer selec rions from
sma ller producers and esrares.

Combination or "combo" stores:
rhese sell rhe full ran ge of dom esric beer in
every size, as well as regular LCBO prod­
ucrs. This formar originared as a cusrome r
serv ice ini riarive in maller, usuall y rur al
com muniries where rhe re are no Beer
Sro res. Regul ar LCBO sro res mainl y sell
six-packs of e1ecred dom esric and impor t­
ed beer.

Consignment Warehouse: rhis
program allow agenrs/s uppliers ro brin g
producrs no r regul arly sold ar LCBO rerail
sto res, ro an LCBO wareho use ro be held
for sale. Licensed suppliers' agenrs are
respon sible for finding bu yers for rhese
p roducrs; suppliers are nor paid unril rhe
producr is sold .

CSR: an LC BO C usrome r Service
Represenrarive, rrain ed ro offer helpful ,
knowledgeable and soc ially respo nsible
serv ice.

Depots: who lesale sro res servicing
licensees and beverage alco ho l rrade repre­
senra rives. T he five ur ban L BO depor
srores are nor open ro rhe public.

Distillery store (on-site): a rerail srore
aur ho rized by rhe LCBO and operared by
a d isriller ar irs manufacturing sire. T here
are rh ree on-s ire disrillery srores.

Duty-free shop: a rerail shop locared ar
an inrern arion al airpo rr in Ontario, or a
bridge, runnel or land-border exir from
Onrar io, licensed by rhe anada C usroms
& Revenu e Agency ro sell irems free of
duries and taxes, and aurho rized by rhe
L BO ro sell beverage alcohol. Dury-free
shops are pri varely op erared and regulared ,
as regard s rhe sale of beverage alcohol , by
rhe LC BO .

Embassy or Official Government
Sales Discount: a discounr on beverage
alco ho l pro vided by rhe L BO ro foreign
embassies, co nsulares, rrade miss ions and
orher di plomarically sraffed fore ign insti tu ­
rions recogni zed as such by Foreign Affairs
and Inrern arion al Trade Canada . T hey may
purchase im porred beverage alco ho l prod­
ucrs rhrough rhe LCBO's Privare O rderin g
De parrme nr ar a discounr for offic ial use
wirh in rhe insrirur ion s, comparable ro dis­
counrs rhar foreign govern me nrs provid e
ro Canadia n d iplom aric insrirurio ns
abroa d .

FOOD & DRI K: rhe LCB O 's free maga­
zine, published six rimes a year ro help
cusrome rs enre rra in responsibly and wirh
ease.

Fortified wine: wine whose alcohol
level has been "fortified" (up ro 20 per
cenr) by rhe add irion of sp irir (e.g., Port,
Sherry and Madeira).

General List: a list of produ crs regularly
available in LCBO srores.

Icewine: a desserr wine made fro m
grapes - mosr ofre n Vid al or Rieslin g - lefr
on th e vine unril rhey freeze solid . Once
rhe grapes are picked , ice crysrals are
rem oved , leaving behind an inrensely
sweet, co nce nr rared jui ce ofren called
"liquid go ld ." Onrario Icewin es are widely
co nside red rhe besr in rhe wo rld, winning
award afrer awa rd in op en comper irions.

IMAGE program: pro vides LCBO sup­
pliers rhe opporruni ry ro purchase d isplay
space ro promore rheir producrs in selecred
srores during 13 four -week period s.

LCBO Private Stock Program:
enables LCBO cusromers ro obrain bever­
age alcohol producrs rhar may nor be lisred
for sale in L B rerail srores . Indi vidu als
can ord er case lors from anywhere in rhe
world as lon g as rhe supplier will ship
rhem ro rhe LCBO.

Licensee: rhe holder of a licence ro sell
beverage alcohol ro rhe public ar licensed
premi ses, issued by rhe Alcohol and
Ga m ing Comm ission of Onrario under
rhe Liquor Licence Act.

LeBO Annual Repo rt 1999-2000



Limited Time Offers (LTOs): month­
lon g price discounts of up to 20 per cent
on selected beverage alcoho l products.

Liquor Control Act: pro vincial legisla­
tion passed in 192 7 tha t gives th e LCBO
broad power ro control the tran porta­
tion , ale and delivery of beverage alcohol
in Ontario.

Microbrewery: a brewery that produces
less than 100 ,000 hecrolitres of beer annu­
ally.

POS: the point-of-sale system used in
L B srores. It helps speed up every ales
transaction in LCBO srores; transmits vital
inform ation on inventory movem ent to
Head Office ; and facilirates debit/credit
authorization and other interfaces with
financ ial institu tions. ew full- creen dis­
plays al 0 help promote cusrome r services,
uch as the AIR M ILE Reward s pro gram,

and transmit ocial respon sibil ity messages.

Product Consultants: L BO employ­
ees who e expert knowledge of wines,
spirits and beers helps them inform cus­
romer and colleagues about every aspect
of beverage alcohol. As of March 3 1,
2000, there were 115 Product on sulrants
in our srores.

Product Knowledge
Correspondence Course: a three-level
employee training program th at is manda­
rory for all L B retail staff. T he pro gram
is al 0 available ro the public at a cos t of
$80. A D-ROM version is now in devel­
opment.

Quality Assurance: th e department of
the L B responsible for testing products
for safety and analytical purposes. It also
conducts chemical test and ta te assess­
ments for outside agencies, such as other
beverage alcohol regulators or rerailer or
the Vintners Quality Alliance [ ee VQA ]
and assists in investigations of th e sale of
illegal alcohol.

Refreshment flavoured wine
beverages: Varietal win es mixed with
e ences of fruit and/or lightl y carbo na ted .

Single Malt: a type of corch whi sky
made in a single distill ery, in a pot till ,
with malted barley as the main ingredi ent.

SMAART(Strategies for Managing
Age and Alcohol-Related Troubles):
LCBO's co mprehensive video-based
train ing pro gram design ed to ed ucate
staff abo ut respon sible serv ice and related
judgm ent calls, alcohol issues and how ro
handle problem cusrome rs. All employees
who serve th e publ ic are required to take

MAART training.

Source for Entertaining Ideas: th e
brand vision of the L B , des igned to
position the organization in th e eyes of
cu rom er - and em ployees - as the place
whe re nrarians can find a full ran ge of
products and services ro help th em ente r­
tain easily and responsibly.

Special Occasion Permit: a on e-time
permit - i sued under th e Liquor Licence
Act by the Alcoho l and laming

ommission of Ontario and available in
selecte d L B sto res - th at allow hold ers
ro serve or ell beverage alco ho l at a pecif­
ic location whi ch is not a licensed estab­
lishment or a private place or reside nce .

Spirit cooler: a mixture of pirit and
soft drin ks or frui t ju ices. Wine- and bee r­
based coolers are also sold in L BO sto res.

Strategic Scorecard: A stra teg ic man­
agem ent rool th e LCBO uses to gauge its
pro gress aga inst targets in key areas such as
custome r satisfaction , soc ial respon sibili ty
and financial performa nce .

Supply Chain Management: this
term applies ro all compo nents of the
product o rde ring and delivery system from
the tim e orde rs are placed with sup pliers ro
wh en th e product arrive on tore she lve .

That's the Spirit: a training pro gram
created and impl em ented jointly by the
L BO and Ontario's distill ers to help
mak e reta il em ployees more knowledgeable
about spirits, and more com fortable adv is­
ing cusrome rs on ways ro ente rta in with
th em.

U-Brew/U-Vint/U-Ferment: a pri ­
vately operated serv ice outle t tha t provides
cusromers with ingredi ents, eq u ipment
and expert ise ro make their own beer or
wine at the sho p. Un der legislat ion pro­
claim ed in March 2000, these outle ts are
licen ed and regul ated by the A

Value-adds: bonus items attached by
upplier ro a liqu or product so ld in

L BO srores.

Varietals: wines made from part icu lar
grape varieties, as opposed to blend .
Well-known red variera ls include Cabernet

auvigno n and Merlot : popula r white vari­
etals includ e Chardo nnay, auvignon
Blan c and Rieslin g.

Vintages: th e fine wine, spirits and spe­
cialty beer division of the LBO. It offe r
an ever-cha ng ing assortme nt o f premium
products of unusual na tur e, limited pro ­
du ct ion and/or niche market int erest.

VQA: Vintners Quality Alliance (VQA)
design ation awa rded to ntario and B.
wines of superior quality that meet strict
wine- making and taste sta ndards, modeled
on "Appe llatio n of Origin" systems used in
ot her wine pro ducing co untrie . VQA leg­
islation , proclaimed in Jun e 2000, ha
repla ced the voluntary yste m in place
since 1988.

VQA Ontario: a no n-profit co rpo rat ion
design ated by the provinc ial government
under the VQA legislation ro control the
use in Ontar io of spec ified terms, descr ip­
tio ns and design at ions of win e, and to et
qu ali ty standa rds for wines ro whic h these
terms, descriptions and design ations are
appli ed.

Wholesale channel: refers ro the
L BO's sale and distri bution of liquo r
ro liqu or retailers such as licensees, BRI,
agency rore and duty-free rores.

Winery retail store: a retail srore
operated by an O ntario winery und er an
autho rizat ion from the LC BO . Due ro
inte rna tio na l trade agree me nts, there are
two types of winery retail sro res: "o n-site"
rores at the winery that may ell on ly

wine made by the wine ry at that locat ion,
and "off-s ite" sto res that may sell on ly
wine made by the winery. Due ro int ern a­
tio na l trade agreements, the number of
"off-s ite" stores is capped. T here are a coral
of 349 winery reta il sro res in mario.

WOW - ncork the Knowledge:
a traini ng program de igned by the L B
and trade pa rtners to increase employees'
know ledge of Wo nderful Ontario W ines
(WOW) . The program was extremely well
received by employees, and is being fol­
lowed up with WOW 2000: From Vines
ro Wi nes, whic h will affo rd every L B
emp loyee the opportunity to visit nra rio
wineries, to see first hand how dome tic
wines are made .
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HAIR'S

MESSAGE

Chair and CEO ndreto S. Brandt commends tbe
effort and commitment of all LCBO employees.

IN LAST YEAR 'S ANNUAL REPORT , I LED OFF

MY REMARKS BY SAYING THE FISCAL YEAR IN

QUESTION HAD BEEN OUR BEST EVER BY

ALMOST ANY MEASURE. AT THE RISK OF REPEAT­

ING MYSELF , I AM PLEASED TO BEGIN IN MUCH

TH E SAME WAY THIS YEAR .

That is $20 million more than last year; -5 million
more than the year before that; and $215 million
more than just six years ago.

We also collected $239 million in Provincial Sales Tax
in fiscal 1999-2000, which means the LCBO broke the
billion-dollar mark for the second year in a row, giving
our owners - the people of Ontario - a total of

1,039,0 1,000.

How DID WE ACHIEVE THIS
SUCCESS?

To be sure, we operated in a much improved
economy than we did just a few years ago. Ontario
today boasts lower unemployment, higher consumer
confidence and greater disposable income per capita
than it has in several years.

The millennium celebrations also contributed to our
success. In the Product Trends section that begins on
page 26 , our category directors report without excep­
tion a trend towards premium products in fi cal 1999­
2000. ~ hether they bought red wine or white,
Champagne or Cognac, spirits, liqueur or beer, many
L BO customers spent more to treat themselves to
something special. With premium products, of
course, come higher profits.

But that alone doesn 't explain our growth rate, which
exceeded Ontario's retail sector as a whole (8 .9 per
cent vs. .9) . As I suggested last year, much of our
success can be attributed to the strategic direction
we embarked upon in 1997, and to the employees
who have turned that strategic vision into reality.

Fiscal 1999-2000 was another great succe s for the
L BO - our fifth straight record year. We recorded
the highest net sales in our history: more than 2.­

billion, a growth of 8.9 per cent over the previous
year. We also recorded the highest dividend transfer
in our history: 800 million to the Government of
Ontario.
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We have some 6,200 full- and part-time employee at
the LBO, each of whom worked hard in fi cal 1999­
2000 to attain the outstanding results described in
this report. Whether in our retail stores or behind the
scenes, they strove to improve their product know­
ledge and customer service skills , increase produc­
tivity and contain the costs of doing business.
I commend their efforts and their commitment to
the LCBO's core values of customer service, social
responsibility, excellence and integrity.



The strategic vision to which I alluded is described in
our mission statement, which wa s updated this fiscal
year as follow s:

"Tbe LCBO will be a customer-intense, performance­
driven and profitable retailer of beverage alcobol,
supporting the entertaining and responsible use of
our products through entbusiastic, courteous and
knowledgeable staff"

Our objectives as laid out in our five-year strategic
plan are : to increase customer satisfaction; to promote
the responsible use of beverage alcohol; and to maxi­
mize returns to Ontario taxpayers by generating a
total of $4.2 billion in dividends to the Ontario gov­
ernment over the next five years.

We measure our progress by asking customers. For
example, in February 1999 , we conducted a poll of
more than 1,000 adults across the province , and
developed benchmarks that go beyond financial indi ­
cators, measuring our performance in more than 40
key areas like cu stomer satisfaction and social respon­
sibility. Th ese benchmarks were noted in a "Strategic
Scorecard." Ongoing research tracks percentage
changes in each area so we can see if we 're meeting
our objectives.

The research shows that staff are the most important
determinant of customer satisfaction at the LCBO.
I am pleased to report that in the latest February
2000 survey, in which 2,200 people were surveyed,
employees rated higher in key aspects of customer
service than they had the year before. For example,
82 per cent of respondents said staff were helpful ,
compared to 79 per cent in 1999 ;80 per cent said
staff were friendly (77 per cent in 1999); and 74 per
cent said staff were available when ne eded (70 per
cent in 1999). Areas that still need work, if we are to
achieve our vision of being Ontario's "Source for
Entertaining Ideas," are our employees ' ability to rec­
ommend gifts (56 per cent satisfaction) and match
beverage alcohol with food (41 per cent satisfaction) .

When it came to our stores, again ratings had
improved. Overall customers found our stores more
appealing, bright and conveniently located than they
had the year before. In the area of product selection,
71 per cent of customers were satisfi ed with our
selection - the same as the year before.

In the area of social responsibility, 70 per cent
approved of our overall performance in promoting
the responsible use of be verage alcohol , compared to
65 per cent the year before; 72 per cent approved of
our control of sales to those appearing intoxicated
and 79 per cent approved of our control of sales to
minors.

Based on th ese results, I think it is fair to say that
LCBO customers are more satisfied than ever with
our staff, our stores , our selection and our commit­
ment to social responsibili ty. In fact , only one per cent
said they were dissati sfied, down from two per cent
th e year before. And we 'll continue to earn higher
ratings in the year ahead through increased staff train­
ing , further improvements to our store network, and
leadership in th e promotion of social responsibili ty.

Whil e cu stomer research helps us defin e and measure
our goal s, another research project proved critically
important thi s fiscal year. I speak of th e Employee
Attitude Survey conducted in June 1999, th e first suc h
survey done at LCBO in more than a decade.

All employees were given the opportunity to respond
in complet e confidence to a detailed qu estionnaire
about work at th e LCBO. early 70 per cent resp ond­
ed , and what they told us was ex tre mely valuable.

Th e vast majority of respondents told us th ey took
great pride in the LCBO's commitment to social
responsibili ty and customer se rvice .Th ey also said
they want us to strive for ex ce llence and integrity in
everything we do. Thi s input helped us defin e th e
core values formally adopted by th e LCBO to guide us
in eve ry asp ect of our business.

In their survey responses, and in subseque nt focu s
groups, emp loyees also told us about improvements
th ey'd like to see in specific areas of th e organization,
especially in the way we reward good performance
and how we communicate with emp loyees.Their
concerns have been discussed at a number of se nior
management planning sessions and we 've already
begun rolling out new programs to address the issues
they raised.
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LOOKING AHEAD

In February 2000, I was reappointed to a fourth three­
year term as Chair and CEO of the LBO. eedless to
ay, I \ as extremely pleased.The men and women

who work at the LCBO have brought the organization
so far along in the 10 years I ve been here and I
believe even better things lie ahead for the LCBO
and its stakeholders in the years to come.

We'll continue to define our progress against the
benchmarks in our strategic plan. We have set aggres­
sive goals for the 2000-01 fiscal year - net sales
growth of 8.2 per cent, and a dividend of 850
million - and I believe we can achieve them for the
following reasons:

Our employees are committed to improving their
product knowledge and customer service skills , and
we are committed to providing the training to help
them do that.

We continue to improve our stores, a noted on page
34, renovating and relocating them as needed to meet
the expectations of increa ingly sophisticated con­
sumer .

We are fortunate to have a visionary enior
Management team, backed by a strong Board, who e
sound knowledge of business practices helps ensure
we maximize our opportunities and minimize our
risks. And we have a Minister of Consumer and
Commercial Relations, the Hon. Bob Runciman , who
has been supportive of our goals and strategic direc­
tion and has encouraged us to seek additional way of
further improving the LCBO.

We have created a new Wholesale department to
improve service to 16,000 licensees and other whole­
sale customers.

We have reviewed our supply chain - the way goods
move from suppliers to store shelves - and have
recommended a number of improvements to make
it more efficient, flexible and cost-effective. The
recommendations, approved by the government, are
designed to improve our ordering and di tribution
practices; improve customer satisfaction; lower our
cost of doing business, while maintaining optimum
stock levels in stores; and enhance relations with our
trade partners.

We'll continue to challenge anyone who appear to
be younger than 25 , and will refuse service to those
who cannot provide valid photo ID.We'll challenge
and refuse to serve anyone who appears to be intoxi­
cated. And we'll challenge those we believe to be
making a purchase on behalf of a minor or intoxicat­

ed person.

We'll promote the responsible use of alcohol through
dramatic television commercials and other media that
send the message that "Drinking and driving i no
accident. It 's a choice. Make the right one."

We'll continue to find ways to increase employee sat­
isfaction, because we believe satisfied employees help
create satisfied customers. We have already developed
and rolled out a number of programs designed to
improve performance management, management
effectiveness and management integrity - key areas
identified in the 1999 Employee Attitude urvey as
needing improvement.

As I said at the outset, we value greatly the contribu­
tions our employees have made to our success. One
cornerstone of our strategic plan is "to have the right
people in the right place with the right attitude and
skill ." With a new two-year contract recently ratified
and new training programs designed to increa e
employees' product knowledge, this aspect of our
plan is well in hand.

Andrew . Brandt

Chair and CEO

Toronto, Ontario

August 2000
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OUR CORE
VALUES

In the fall of 1999, the LCBO formally adopted four
"core values" to guide its undertakings.They are:

• CUSTOMER SERVICE

• SOCIAL RESPONSIBILITY

• EXCELLENCE

• INTEGRITY.

Employees themselves helped define these values in
the LCBO's 1999 Employee Attitude Survey. "The vast
majority of respondents told us th ey took great pride
in the LCBO's commitment to social responsibili ty
and customer se rvice," ex p lains Chair and CEO
Andrew S. Brandt."They also said th ey want us to
strive for exce llence and integrity in everyt hing
we do ."

Core values are the principles that guide a co mpany
through all business cycles, according to Brandt.
"They tell people not w hat we do but who we are .

"We've always strived to achieve these values,"he
adds."We're now inviting stakeholders to measure
us on them ."

We believe eve ry LCBO employee do es his or her
best to bring th ese core values to life every day.
Following are a few bri ef examp les.

CUSTOMER SERVICE

Perfect scores are 110 mystery

It's not easy to get a perfect score w he n a "mystery
shopper" visits your store.

But 54 LCBO stores did precisely that between
December 1, when the program debuted , and our
fiscal year-end at March 31, 2000.

These three did it twice: 164 at Eglin to n Avenue
and Laird Drive in Toronto; 228 on Ellesme re Road
in Scarborough; and 536 on Major Mackenzie Drive
in Maple.

"That's just w ho my employees are ," says Tony
McGrath , Manager of Store 228."They care, that's their
nature. They're all trying to develop their careers
w ith the LCBO, taking nigh t courses in merchandising
and product know ledge. They're really into providing
good quality customer se rvice."

As a reward for their outstanding performance, the
staff received mon ey to treat themselves to p izza for
lun ch - and promptly donated it to the Children 's
Wish Foundation .

Tbe employees ofStore 228 in Scarborough bare
already acbieued tuo perfect scores in the LCBO's
mystery shopper program. Prom left to rigbt are:
Customer Service Representative (CSR) George Mertsis;
CSR Barry il/cKay; CSRJill Hay; il1a nager Tony A/cCratb;
CSR Cyril Prisciale; and CSR Dennis Mctlabe.

The staff recently completed a week-long training
course ca lled Compelling Customer Service. "But
we got our perfect scores before that, so in my view
we're only going to get better," says McGrath.

The LCBO lau nched its mystery shopper program
to help measure how well its stores are meeting its
sta nda rds of customer service.
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OUR CORE VALUES

An LCBO customer trrote Customer Serrice
Representatioe Pbil Rosato, rigbt, to tbante liim for
refusing to serve ber wbile sbe toas intoxlcated.All
LCBO retail employees are trained to cballenge cus­
tomers u ibo appear impaired or underage, or are
suspected of attempting to buy for either gro up.

Trained, certified professionals pose as ordinary cu s­
tomers in LCBO sto re and th en answer 28 qu estions
about th eir ex perience.

The questions cover suc h topics as:

• tbe appearance of tbe store exterior and front

entrance

• in-store displays

• emp loyees' appearance and attire

• tbeir product knowledge and customer service

skills.

Mystery hoppers are asked to test these skills by pre­
senting a sce nario to th e employee w ho se rves them.
For example : I'm having a dinner party and I need to
know what wines to se rve .

The mystery shoppers also rate their experience
at the checkout: whether they were a ked for ID
(if applicable) ; whether they were asked if they had
an AIR MILE Rewards card; whether their order was
priced and packaged correctly; whether th ey were
thanked and invited to return.

Finally, they rate their overall hopping experience as
excellent, good, fair or poor, and can incl ude general
comments, positive or negative.

"The information generated by the mystery shoppers
is confidential," adds District 22 Manager Paul
Mancini,"but I do know that th e mystery shoppers
who visited tore 164 were served by different
people each time.To me , that reflects a con istent
level of excellence at that sto re . I'm very proud of the
staff there , and at every store that strives to exceed
cu stomer expectations."

SOCIAL RESPONSIBILITY

A thankful job

Ten s of thousands of customers are refused service in
LCBO stores every year. But how many top to say
thanks?

One woman did after being refused service at tore
584 in Conventry Square, Scarborough.

Helen (no t her real name) was a regular cu stomer
at the store. "She'd come in regularly for vodka or
gin ," recalls Custo me r ervice Representative Phil
Rosato. " he 'd usually be ober, but she had been
refused seve ral times in the past ."

One aturday afternoon, she came up to a checkout
with a bottle of vodka. Rosato and another colleague
on cash felt she was under the influence and refused
th e sale . But their effo rts didn 't stop there. When they
saw her heading for a car outside the store, th ey to ld
their manager th ey wanted to try to talk her out of
dri ving. He gave them the go-ahe ad and they followed
her out to her car.

"We told her he was putting people 's lives at risk ,
including her own, and asked her to lea e the car
w here it was and amazingly enough, he did - for
three days," Rosato recalls.
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About two weeks later, a handwritten note from
Helen arrived. In it, she apologized for her conduct
and thanked the employees for refu ing to se rve her.

"When I think about what could have happened had
you not stopped me - well it scares the hell out of
me ," he wrote ."I am sincerely sorry for putting your
jobs in jeopardy and thank you again for caring ab out
the lives of the general public ."

Even more amazing to Rosato was Helen 's postscript,
which read: "I haven 't had a drink since that night."

"It's very touching to think we made a differen ce ,
maybe helped omeone turn things around," he says .
"A far as I know she hasn 't been back to the tore.
I hope for her sake it stays that way."

EXCELLENCE

Getting better all tbe time

hortly after the LCBO's new flagship sto re on Rideau
treet in Ottawa open ed , Design o-ordinator Sylvie

Rioux dropped in to ob serve custome rs in the envi­
ronment she had helped create.

"I watched them using our Internet terminal to
earch out product information ," he recalls."I saw

them li tening to CDs at one of our music stations
and browsing at our gift display . I aw th em ta ting
products downstair in the int ages section. And I felt
great pride becau e I knew we hadn 't just c rea ted a
tore that was aesthetically pleasing. It was a sto re

designed to further the LCBO trategic plan and , from
what I could see, it was working."

Riou i one of five design co-ordinators w ho help
creat e new LCBO stores with one ideal in mind: that
each should be better than the last. " ot better in an
ab tract sense," adds Rioux, who wa s also lead design­
er on the LBO's award-winning flagship sto re in
Toronto' Bayview Village Plaza. "But better for the
pecific market and the community it w ill erve."

An infusion of capital and availability of good ret ail
pace has enabled the L BO to modernize its store

network with unprecedented speed ove r th e la t two
fi cal year. But the pace of work has not diluted th e
design team 's high tandards of quality.

LCBO stores have won more than 30 design awa rd
since 1990, includin g prest igiou s Exce llence in Ret ail
Award fro m the Ret ail ounc il of anada. Equa lly
importan t is research tha t co nfirms cus to mers today
find our sto res more appealing th an ever before .

"I believe we 've done so well because of the team
approach we take ," notes Sto re Development & Real
Estate Director Jackie Bon ic.

Design Co-ordinator Sylrte Rioux. left, rerieus floor
plans trttb Jackie 801/ie, Director; Store Dereloptnent
& Real Estate.

"On a macro level , that refers to the partnership
between division s at LBO," she explains ."Our
colleag ues in Merchandising, for example, hel p
det ermin e w here a new store is needed, and the
customer p rofile it sho uld fit. They also determine
the product mix and mu ch of the store merchandise
layout, and they do a great job prepa ring the to re
displ ays, graphics and visual merchandising in time
for opening day."
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OUR CORE VALUES

irtually every other division is involved at some
point, she adds. "You can 't overemphasize the collabo­
rative nature of the process."

Within her department, designers work closely
together, and with their colleagues in Construction,
share information on what has worked for them and
what hasn 't , inspiring each other to do better work
each time out.

Customer Seroice Representatiue Ha/J}Ji Pollard puts
tbe finisbing touches on a gift pacts. JUany LCBO stores
offer a tride range ofgifts - and free gift urap sen/ice
- as a conuenieuce to bus)' shoppers.

As Rioux says ,"Just knowing that other design
co-ordinators will be coming to the store on opening
day makes me push for every detail to be perfect."

Acting Design Manager Kayla janjic recently watched
a video about the opening of the new Ottawa store
and says she felt "enormou pride at what we had
accomplished.

"When you remember that it all tarted with a hole
in the ground, and you see how every detail has fallen
into place, there 's a sense of di belief. Even if you
didn 't work on that particular project, you know
what it took to get there ," adds janjic, the longest
serving designer on the team.

"I come into work every day determined to do better
than I did the day before," she says. "That has nothing
to do with what other people expect of me. It ' what
we all expect of ourselves."

INTEGRITY

Testing, testing

Kirby Hom in erts a syringe through the stopper of
a small glass vial , withdraws a sample of amber­
coloured liquid and injects it through a coil into a
programmable oven.The liquid is whisky and it i
about to undergo a range of tests that will determine
everything from its alcohol "fingerp rin t" to its country
of origin.

Hom is Manager of the LCBO Quality As urance (QA)
laboratory, which tests thousands of products each
year to ensure they are safe to drink, authentic and of
the highest quality. In fiscal 1999-2000, just under
300,000 tests were performed on 12,600 products.

The lab is equipped with state-of-the-art equipment
that can tell a Highland ingle Malt cotch from a
Lowland product, based on the atomic weight of
oxygen in the water with which it was made.

"Every product has a unique fingerprint based on its
chemical makeup," explains QA Director George
oleas. "Bootlegger might be able to fool consumers

with imitation products, but they can't fool a gas
chromatograph."
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The LCBO laboratory performs a number of vital
functions for the LCBO and its stakeholders.

Employees test - and taste - all new products to

ensure they meet high standards of quality. They test
products to ensure they are free of glass particles and
other defects; that they are tamper-resistant; and that
their labels comply with federal guidelines. And with
industry support, Soleas conducts leading-edge
research into the health benefits of beverage alcohol
products, in collaboration with researchers from the

niversity of Toronto and Mount Sinai Hospital.

The lab also tests samples seized by enforcement
agencies to confirm whether products were illegally
manufactured or smuggled into Ontario.

oleas and Hom are frequently called as expert wit­
nesses , either in provincial court (in cases involving
smuggled or illegally manufactured alcohol) or at
licensing hearings held by the Alcohol and Gaming
Commission of Ontario (AGCO) , which involve
licensees found serving illegal and/or sub-standard
alcohol.

They 've developed a reputation in legal circles for the
integrity of their lab procedures and their testimony.

"Their work has been excellent," notes AGCO Counsel
Richard Kulis."I can't think of one instance when a
guilty party has been able to refute their findings ,
even when they call in their own experts."

"I testified in one case recently where the defence
called in an expert and he endorsed all of our find­
ings in his summary report," Hom recalls.

But Soleas emphasizes that the fight against illegal
alcohol - though dramatic and important - is far
from the biggest part of the Quality Assurance depart­
ment's work.

"We do more than help catch the bad guys. We also
enhance the reputation of the honest providers ­
who outnumber the dishonest ones by far - because
a certificate of analysis from our lab is proof of their
product 's high standards.

"We also provide a measure of peace of mind for our
customers,"Soleas adds. "They can shop our stores
with confidence, knowing we are looking out for
their health and safety."

Tbe LCBO tests thousands ofproducts eacb year to
ensure tbey are safe to drink, authentic and of tbe
bigbest quality Left to right are Quality Assurance
Director George Soleas and Laboratory Manager
Kirby Hom.
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M a n a g e m e n t J S dis c u s s ion a n d a n a Iy sis 0 fop e r a t ion s

As a government operational enterpri e , the LeBO

is not subject to these regulations. However, we 've
included this discussion to increase understanding
of our operations and ensure full disclosure of our
results to the widest possible audience.

Dividend to government 80 ,000 800,000

et sales and other income 2,349 ,832 ? - 9 ,4-8- ,

Per cent increase 8.8 8.5

Operating expen e 3 4, - 58 41 ,86 1

et income $809,42- $845,694

Per cent increase 8. .5

THIS SECTION OF THE REPORT EXPLAINS THE

FINANCIAL RESULTS OF THE LCBO FOR THE

PAST YEAR AND PROVIDES BACKGROUND FOR

EVALUATING ITS PERFORMANCE. CANADIAN

SECURITIES REGULATIONS REQUIRE PUBLIC

COMPANIES TO INCLUDE A DISCUSSION OF

OPERATING RESULTS IN THE ANNUAL REPORT,

ALONG WITH ANNUAL FINANCIAL STATEMENTS .

1999-20001998-99

HIG H LI G HTS (v a lue in $0005)
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The following table gives a l O'year history of the dividend paid to the province of Ontario.

Dividend

($OOO,OOOs)

90-91

$650

91-92

$675

92-93

$615

93-94

$585

94-95

$630

95-96

$680

96-97

$730

97-98

$745

98-99

$780

99-00

$800

The dividend hit a low of $585 million in 199 3-94 but
has been steadily increasing ever since . Thi s can be
attributed to overall improved economic conditions
and LCBO retailing and merchandising initiatives such
as new store formats and store improvements, staff
training , application of technology, and more rec ently,
to the introduction of debit/credit cards,AIR MILES
Rewards and year round Sunday openings.

BILLION DOLLAR PAYOUT

The LCBO dividend do es not include Provincial Sales
Tax (PST), which amounted to $239 million in fiscal

1999-2000.

If you combine the dividend and the P T we coll ec t­
ed, the LCBO broke the billion-dollar mark for th e
second year in a row, giving our owners - the govern­
ment of Ontario - a total of $1.039 billion.Thi s is
almost four per ce nt more than last year.

Breakdown of $1 in net sales

SALES SET NEW RECORD

Against a background of rising consumer confidence
and a buoyant Ontario economy, LCBO net sales rose
$207. 9 million last year, or 8.9 per cent, to $2.534
billion.

Th e LCBO outpaced comparable liquor jurisdictions,
in B.C. and Quebec, in terms of volume and value
growth in sales.Volume sales in B.C. fell this year
compared to last , while value sales grew by on e per
ce nt. Although Qu eb ec retail sales grew at a slightly
faster pace than Ontario (10 per cent vs. 9 per ce nt) ,
volume sales in Ontario increased 9 per cent com­
pared to 4 per cent in Qu eb ec.

On a broader national level , total retail secto r sales
grew 6.7 per cent between 1999-2000 and 1998-99.
According to Statistics Canada, Ontario outperformed
th e national average , with retail sales growing by 7.9
per cent. The LCBO produced a sales increase
of 8.9 per cent, outperforming total retail sales
growth on both a national and a provincial level.

LeBO Payments to Government

Admin. & Other 1.5%

Capital 2.1%

Reta il 13.9%

Dividend 31.6%

Product Cost 50.9%

Local

PST

Federal

Dividend

0.3%

17.3%

24.4%

58.0%
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BEYOND THE NUMBERS 1999-2000

SALES STRONGEST IN EASTERN,
CENTRAL REGIONS

All four LCBO retail regions experienced trong
growth in fiscal 1999-2000; as the following map
shows, it was strongest in the Eastern and Central
regions.

• Central Region 7 .9 per cent

• Western Region 6.9 per cent

Eastern Region 8.3 per cent

• Northern Region 3 .9 per cent

Breakdown of LCBO sales 1995-96

RETAIL AND WHOLESALE SALES
BOTH STRONG

For comparative purposes across sales channels,
including retail and wholesale channels which are
subject to different discount program and taxes,
gross retail sales (including all taxes) are compared.
LCBO retail sales, which we define as sales to home
consumers, grew by 8.2 per cent over last year and
continue to account for 80.5 per cent of total gross
sales.

Gross sales through wholesale channels also grew
strongly last year, by almost 12 per cent. More Ontario
consumers are dining out, evidenced by the fact that
licensee sale increased by 7 per cent, accounting for
over 13 per cent of our total sales. ales to Brewers
Retail Incorporated (BRr) have also increased as
imported beer becomes more popular and accessible
through the Beer tore system. Sales to BRr account­
ed for almost four per cent of our total sales. ales to
agency stores and duty-free operators accounted for
one per cent of total sales each in fiscal 1999-2000;
non-store retailing (i.e. , catalogue sales) accounted
for 0.1 per cent.

In all, wholesale sales account for 19.5 per cent of
total LCBO sales, equivalent to last year but up from
1 .- per cent five year ago (see charts below).

Breakdown of LCBO sales 1999-2000

Licensee Sales 13.4% Licensee Sales 13.4%

Agency Sales 0 .9% Agency Sales 1.1%

Duty-Free 1.2% Duty-Free 1.2%

Brewers Retail Inc. 1.8% Brewers Retail Inc. 3.7%

Other Sales 0 .2% Other Sales 0 .1%

Retail Sales 82.5% Retail Sales 80.5%
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LeBO IN THE SHARED
MARKETPLACE

The LeBO operates in a shared marketplace along
with other retail er of bevera ge alcohol , including
BRI, Ontario winery ret ail sto res , and on-site brewery
store s.There are currently 1,540 outlet s selling
alcohol in Ontario.

Here's what the market looked like at March 31, 2000
(pe rcentages have been rounded) :

• 602 LCBO stores (39 p er cent of all outlets)

CHANGES IN MARKET SHARE

Ontario 's total bevera ge alcoho l marketplace amount­
ed to approxima tely 6.9 billion in gro s ale in
fi cal 1999-2000. The LCBO's market share by value
has risen from 38. 1 per ce nt in 1995 -96 to 42.9 per
ce nt in 199 9-2000 (4 1.3 per cent in 1998-99).Winery
retail sto re sales have grown from 1.9 per ce nt in
1995-96 to 2.0 p er ce nt in 1999-2000. BRI maintained
its market share at 33.6 per ce nt in 1999-2000, the
same as in 1998-99, but down by 1.8 percentage
points compared to 1995-96 .

• 42 Brewers Retail stores (28 p er cent of all

outlets)

• 349 Ontario uiinery stores (23 p er cent of all

outlets)

• 10 agency stores ( per cent of all outtets) >

By volume, LCBO's market share rose 5.8 percentage
poin ts between 1995-96 and 1999-2000, from
20.2 per ce nt to 26 per ce nt. ~ ine ry retail stores
increased thei r market hare fro m 1.2 per cent to
1.3 per cent ove r the same time peri od , w hile
Brewers Retail Inc . fell from 69 .4 per cent to 65.8
per ce nt.

• 3 on-site breuiery stores (2 p er cent of all

outlets) HOBBY BEER- AND WINE-MAKING

• II land border-point duty-free stores

(0.7 jJer cent of all outlets)

• 3 on-site distillery stores (0.2 p er cent of all

outlets)

In 1999-2000, the -Brew and -Vint market is
es timated to have maintained an 11.3 per ce nt share
es tablishe d in 1998-99, as measured by gross sales.

ILLEGAL COMPETITION

n-site Brewery Stores 2%

ince 1993-9 , the estimated size of the illega l market
in Ontario has been falling steadily.In 1999-2000,
illegal alco ho l accounted for an est imated 4 - 6
million in sales , or approximately 6.6 per cent of the
total Ontario beverage alcoho l market.This is down
from the es timated $- 3 million or 8.2 per cent
market sha re in 1998-99, and the est imated 736
million or 12.7 per ce nt market share in 1995-96.
Thi s decline is du e largely to the efforts of law
enforceme nt agencies to curb thi s probl em, co nti n­
uin g public educ ation ab ou t the health risks of co n-
uming illegal alcoho l; and new cus to mer-service

initi at ives - suc h as und ay openings, credit/debit
card payment op tions , and up graded store formats
- that have helped draw custo mers back to lega l
cha nnels.

7%

39%

28%

• 4 airp ort duty-free stores (0. J p er cent of all

outlets)

*/f you combine the LeBO's 602 stores and Ontario's 107 agency stores ,

the market share is approximately 46 per cent .

uty-Free & Other 1%

ntorio Winery Stores 23 %

.CBO percentage of market share
by number of outlets)

. BO Stores
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YEAR

NUMBERS 1999 -2000

2000

BACKGROUND

The Year 2000 problem - also known as Y2K - arose
from the inability of many computer programs to cor­
rectly identify data referring to dates beyond the year
1999.As the year 2000 approached, many experts
became concerned that this could create problems
on or after January 1, ranging from minor errors to
significant systems failures.

ADDRESSING THE PROBLEM

The LCBO established a Year 2000 Corporate
Compliance Office in the summer of 1998 to oversee
activities and to man a zc 2K issues. A Director ofYear
2000 Compliance wa s ap point ed . Internal project
teams took on the task of anticipating possible prob­
lems and creating detailed contingency plan to deal
with them. An external company was hired to assist.

The LCBO implemented a communications plan to
inform its key business partners and third-party sup­
pliers in some 60 countries around the world about
our Year 2000 plans and to monitor and document
their Year 2000 readiness.

Hardware and software throughout the LCBO was
inventoried and assessed to determine what needed
to be rernediated (fixed , retired or replaced), with pri­
ority given to mission-critical application systems and
IT infra tructure.

An independent firm inspected most rewritten code
to ensure it performed date/time functions as e pee­
ted. An extensive integrated testing phase proved in
a simulated environment that programs and systems
could successfully handle a rollover from the year
1999 to 2000.This was completed by mid-August

1999.

The implementation phase - during which reme­
diated systems went "live" - took place from late
August through ctober 1999.
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The rollover from December 31 , 1999 to January 1,
2000 was extensively planned and carefully moni­
tored. It went extremely well with no issues to
report. LCB stores opened for business on unday
January 2, 2000 as planned (Saturday was a statutory
holiday) and it has been 'business as usual' since ­
including Leap Year on February 29 ,2000.

The ice President of Information Technology kept
Board Members informed of the LCBO's progress
regarding Y2K issues on an ongoing basis.

ltimately, the Y2K project helped position the L BO
technologically for the 21st century through wide­
spread program remediation and system upgrades and
the treamlining of our IT infrastructure. The project
also prepared the LCBO for the worst through the
creation of corporate wide business continuity and
contingency plans.

The e measures should improve the efficiency of
LCBO operations in the new millennium.

The Y2K effort was a success at the LCB in that all
work was completed to deadline, the project came in
five per cent below budget and all LCBO operations
were ready for business on January 1, 2000 - and
beyond.

SUMMARY

Due to careful planning, the Y2K issue never adverse­
ly affected the LCBO and its operations.

The Y2K project presented a considerable cost to the
LCBO - over 6. million was pent thi fiscal year
- but it was an investment that had to be made.
Otherwise, systematic failures could have resulted in
serious business interruptions.



INCOM E STATEM ENT

NET INCOME UP
$36.3 MILLION

1 et income for fiscal 1999-2000 was 8 6 million.
This was $30.6 million over target and $36.3 million
higher than the previous year.

The income-to-net sales ratio was 33 .4 per cent,
exceeding our 1999-2000 target of 33.3 per cent.

tronger net sales in general - an 8.9 per cent
increase over last year - were boosted by L BO
promotional activities, a successful Christmas season
as Ontarians celebrated the millennium, and the long
ummer season 's impact on our sales of beer, coolers

and other summer refreshment beverages. Other con­
tributing factors were overall improved economic
conditions; a trend towards premium products (dis­
cussed in greater detail in our Product Trends
section); new store formats and store improvements;
staff training; application of technology; and customer
service initiatives such as debit/credit cards,AIR
MILE Rewards and permanent unday openings.

GROSS MARGINS

Gross margin as a percentage of net sales for 1999­
2000 was 49.1 per cent, slightly below last year's 49.9
per cent.This decline reflects the continuing shift in
the product mix av ay from spirits and towards beer
and wine. For every dollar of net sales, our gross
margin return on spirits is 58 cents. On wine,
however, it is 51 cents and on beer 34 cents. Beer and
wine now represent -0 per cent of total net sales, up
from 49 per cent last year and - per cent five years
ago.The increasing strength of beer and wine in the
product mix means an ever greater proportion of our
incremental sales dollars come from the ale of lower
margin product lines.

The growth in the wholesale market also contributed
to the lower gross margin ratio, due to the discounts
provided on these sales.

PRODUCTIVITY RATIOS

To track expenses and see where improvements are
needed, the LCBO sets targets for many productivity
ratios each year. For example, the store expenses-to­
sales ratio shows what percentage of net sales is
needed to pay retail expenses such as salaries, rent
and other expenses. A declining salary expenses-to­
sales ratio means that staff are becoming more pro­
ductive.

In fiscal 1999-2000, four of seven retail productivity
ratios matched or bettered their targets.These four
are considered the most important performance indi­
cators.

tore salary to sales: We met the target ratio of .6
per cent and bettered last year's .8 per cent ratio
despite e tending hours in many stores to enhance
customer service.

Store expenses as percentage oj sales: We bettered
last year's mark of 10.6 per cent, coming in at 10.5
per cent. We did not meet our target of 10.3 per cent,
due mainly to increased costs related to staff product
knowledge training.

Store salary per unit sold: We met the target ratio of
0.8 and bettered last year's ratio of 0.85.

Store expenses per unit sold: We came in at 1.1
just over the 1.16 in 1998-99 and our target of

1.1 .

nit sales per hour: We came in at 25 .7 in 1999­
2000, below the 25.8 obtained in 1998-99 and the
26.8 target set for this fiscal year. One reason is the
fact we opened a number of stores for the first time
on Boxing Day - an unplanned event for which we
had not budgeted. The trend toward trading up to
premium products also contributes, as the net sales
line moves up without proportionally affecting the
unit line.

The Source for Entertaining Ideas



1999-2000

Sales p er custo mer:At 2 .19, we did better than
last year ($26. 19) by a full $ 1.00 per custo me r and
bett er th an th e target of $26.82. This provides fu rthe r
ev ide nce th at LCBO initi atives and program s gea red
at encouragi ng custo mers to trade up to premium
products are succeeding .

Sales per square f oot:This ratio rose cons ide rably,

from 1,546 to 1,6 4, well past the ta rget of 1,605,
despite adding mo re than 2.0 per cent, or 2 ,000
sq ua re feet , to our store network .

LOGISTICS PRODUCTIVITY RATIOS

Sa lary cost p er case: This rat io fell fro m cents last
year to 73 cents thi s yea r.We had hoped to shave
another two cents per case off the cost, bu t had to
pay significantly more in overtime to build up stock
for the millennium holiday season.

~flarebouse cost per case: This figure increased sligh t­
ly from 91 cents last year to 93 cents thi s year. In
addition to the overtime referenced above, we
incurred unplanned expenditures on thi rd-party
wa reho us ing owing to forward buying and the
Christmas buildup.

Logistics cases per bout: This figure rose fro m -9
cases per hour to 6 1, ye t off th e target of 64 cases
per hour, du e to a significant buildup of inventory

design ed to compensate for potential th ird-pa rty
supply problems related to Y2K.

Logistics cost per case bandled: Tota l Logist ics
expenses per case inc reased ma rgina lly fro m - 8 cents
to - 9, missing its target of 5 cents. The Y2K buildup
affected this ratio as well.

Freigb t expense p er case: This figure ca me in at
1.13, just slightly ab ove the ta rget of 1.11 .

In bound fre igbt ratio:This ca me in at 2.0 per cent,
10 basis points below our ta rge t of 2.1 per cent.

Ou tbo u nd fre igbt ratio: Last year's outbo und fre ight
ratio of 0.5 per cent increased to 0.6 per cent.
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RETAIL - FINANCIAL AND
OPERATING HIGHLIGHTS

1995-96 1996-97 1997-98 1998-99 1999-00

to re Salaries
to Sales 8.5 % 8.0% .8% .8% .6%

tore
Expenses
as Percentage

of ale 11.6% 11.1 % 10.8% 10.6% 10.5%

tore alary
per nit 0.9 1 0.86 0.84 0 .85 0.84

tore Expenses

per nit old $1.2 - 1.19 1.16 1.16 1.1

nit Sales
per Hour- n/a 24. - 25.4 25.8 2 -

Sales per
Custo me r $24.75 $2 5.28 $25.75 $26. 19 2 .19

Sales per
quare Foot $ 1,349 $1,365 $1,452 $1,54 6 1,6 4

*Note: Previous annua l reports reported Unit Sales per Full-time Equivalent

(FTE) Hour. This has been redef ined as Unit Sales per Hour for consistency

across all repor ts, includ ing corporate statements, the Ann ual Financial Plan

and Annual Report.

Since 1995-96, operating
expenses as a percentage

of net sales and other
inC0111e have fallen fr o m

17.0 per cent to 16.3
per cent in 1999-2000







The plan calls for $251 million in capital spending
over five years , with over 80 per cent spent on opera­
tions - the elements that customers see and experi­
ence. We expect an average dividend of $833 million
each year under the plan, or transfers of $4.2 billion
over the five years.

LOOKING AHEAD

As we enter the third year of the plan in 2000-01 ,
a growing economy and our continuing focus on
improving the LCBO shopping experience should
contribute to another strong year. We are forecasting
an aggressive net sales growth of 8.2 per cent, or
approximately $208 million, to a total of $2.741
billion.

Volume sales are also expected to increase by 8.8 per
cent. This should exert less downward pressure on
our gross margin as a percentage of sales. Gross
margin will increase to 49.2 per cent from 49.1 per
cent , as a result of greater growth anticipated in the
spirits and wine categories, compared to beer.

Divisional expenses are budgeted to rise by 6.5 per
cent to account for the increasing expense of market­
ing costs tied to new customer service initiatives
designed to enhance the LCBO shopping experience,
and the ongoing investment in staff training to

provide knowledgeable service to our customers.

Our product costs are projected to fall slightly from
50.9 per cent to 50.8 per cent.

Given the margins and expenses we are budgeting,
we expect net income to rise by 8.8 per cent or
$73.8 million.

Our dividend to government should increase for the
seventh consecutive year, to $850 million. Having
achieved an $800 million dividend in fiscal 1999­
2000, we have now transferred an additional $44
million over plan in the first two years of the five­
year plan.

Our expense line was originally forecast at 16.8 per
cent in the first year of our most recent five-year
strategic plan and 16.9 in the second. However,
having come in at 16.3 this year, and being projected
to come in at 16.2 in 2000-01 , we will have realized
significant productivity savings.

We are well ahead of where we said we would be and
will do everything we can to keep it that way.

LCBO stores proudly display tbe award-winning wines
of Ontario. High-quality wines bearing tbe Vintners
Quality Alliance (VQA) label sold well tbis fiscal year;

increasing their sbare of the domestic market from
12 to /4 per cent.

The Source for Entertaining Ideas



p o UCT TRENDS

Wine
THE WINES CATEGORY ENJOYED ANOTHER SOLID

YEAR IN FISCAL 1999-2000, AS ONTARIO

CONSUMERS CONTINUED TO SEEK OUT PREMIUM

PRODUCTS TO MATCH THEIR INCREASING

SOPHISTICATION .

"Th e challenge is to
keep our portfolio fresh
and relevant, while also

keeping inventory at
optimum l e u e l s "

Litre sales increased 6.0 per cent over the p revious
fisca l year and dollar sales increased 10.2 per cent to
$701.8 million.

White wi nes account ed for 4 .9 per ce nt of litre
sale ; red wine for 38 .1 per cent; spa rkling, fortified
and other wi ne s for 12. per ce nt; and rose for
4.3 per ce nt.

MILLENNIUM CELEBRATI

"The millennium celebrations were an important
driver," says Dire cto r ofWines Tamara Burns.
"Champagnes and sparkling wines did exceptionally
well for us , especially in December."

ales of Frenc h Cha mpagne totaled $19.8 million thi s
fisca l yea r, an increase of - 0 per cent over th e previ­
ous year. parkling wine sales totaled 39. million , a
16.2 per cent increase.

Table wines in premium price bands also did well,
Burns notes. "And that 's been the case througho ut
the year."

IMPORTS GAIN SHARE

Imported wines gained market share, led by Australia.

Imported wines now ho ld about 67 per cent of
market share and domestic wines 32 .7 per ce nt,
down slightly from last year's 33 .2 per cent.

Australia enjoyed a 32.2 per cent increase in litre
sales and has now surpassed Chile to become a top­
five country. With the Olympic Games slated for
ydney in September, 2000, Burns expects Au tra lia's

market share to improve even further.
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ther mover were outh Africa, w hic h gaine d 15.1
per cent to move into the to p 10, and the .. , w hich
gained 9.2 per ce nt.

On the Europe an side , Italy and Portugal enjoyed litre
sales increases of 10.8 and .1 per cent resp ecti vely.

THE DOMESTIC PICTURE

Domestic win es did better than last year, with litre
sales increasing by 4.3 per ce nt and dollar sales by
6.0 per cent.VQA (Vint ners Quality Alliance) product s
led the \ ay, increasing their share of th e domestic
market from 12 to 14 per ce nt.

The LCBO has undertaken a number of initiative to
promote Ont ario wines to custo me rs, including a
training pro gram called WOW - nc ork the Know­
ledge. All LCBO Retail staff were invited to day-lon g
session wh ere they could learn more ab out

onderful Ontario Wines (WOW) and why they
present good value to cu stomers. A similar program
called That's the Spirit helped turn around th e sp irits
category in the mid-1990 s.

Burns believes there 's more th e domestic industry
can do to increase market share in co ming years .

"Recent vintages have all been ex ce llent, but Ontario
i a tremendously co mpetitive marketplace ," she co m­
ment ."I think supplier need to es tablish th emselves
more in the premium segme nts curre nt ly dominated
by import ed reds."

Domestic product s from British Columbia so ld well in
the past year, she add s, and now account for about 2
per cent of domestic sales.

TRADING UP CONTINUES

Customers cont inue to learn about wines and buy
more expensive products."Four years ago , 9 per cent
of wines in our category sold for under 10," Burns
notes." 0\ it 's around 90 per cent."

The LCBO has encouraged thi s trend by seeking out
new products in the 10 to 1- price band, hiring
more product consultants, posting more tasting notes
in stores, offering product seminars and encouraging
producers to include more information on labels.

VARIETALS STILL HOT

Custo me rs continue to ee k out varietals - w ine
made fro m a sing le grape variety - rather than blend

Among w hite var ietals, hard onnay is generall y the
most popular, bu t Riesling did well last year, its sales
increasin g by 10 per ce nt. "That bod es well for
Ontario, w hich mak es fabulous Rieslings," says Burns.

Other w hite varierals to wa tc h are Semillon and
Che nin Blanc.

In red w ines, Merlot continues to se ll well, as doe
Shiraz - th e ew World version of the Frenc h grape

yrah. Malbec , planted mainly in Chile and Argentina ,
is gaining popularity as well .

The Win es catego ry offered a total of 1,600 K
( tock-Keep ing nit s) in fi cal 1999-2000."We add ed
abo ut 400 new products and dropped some 2- 0 that
were not performing well," says Burns. "The challenge
is to keep our portfolio fres h and relevant, while also
keeping inven tory at optimum levels."

On e new product category emerged in 1999-2000:
refreshment flavoured w ine beverages.These are vari­
etal w ines mixed w ith essences of fruit or lightly car­
bonated , and gene rally low in alcoh ol. The L BO
offered 14 p roducts in 1999-2000, nin e from Ontar io
supp liers . ales topped million.

LOOKING AHEAD

Burns expect Ports to do well in the coming year. 0

should dessert wines, including late harvest product s
from Ontario , Chile, Australia , France and Italy.

Ontario had another superb harvest in 1999, so she
ex pects the new vintage to equal th e excellent 1998s.

he ex pects th e Australian success story to co ntinue .
One othe r ew World co unt ry to watch , according to
Burns, is rgentina, whose sales rose by 60 .8 per ce nt
thi s year.

She also sees room to grow the gift bu siness. "That
did very well for us last year, especially running up to
the millennium. But we have a wide range of prod­
ucts that would mak e ex ce llent gifts year round."

The Source for Entertaining Ideas



P RO D U C T TR END S

Spirits
WHEN SPIRIT SALES BOTTOMED OUT IN THE

EARLY TO MID- I 990s - BESET BY CHANGING

CONSUMER TASTES , CROSS-BORDER SHOPPING ,

SMUGGLING AND A LONG RECESSION -

THE LeBO AND ITS SUPPLIERS FACED CONSIDER­

ABLE CHALLENGES IN RENEWING THE CATEGORY.

But renew it they have.

Spirit sale grew by 5.3 per cent in dollars in fisca l
1999-2000, to a record $1.14 billion. Litre sale grew
by 3.3 per cent.
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"That's just shy of our 5.5 gain in fiscal 1998-99," says
Director of pirit Bob Downey. "Two years like that
are important when you consider spirits generate
some - 3 per cent of our profits."

A number of factors have contributed to the turn­
around:

• Ontario's economy is stronger

• improvements to tbe LCBO shopping experience

and increased enforcement efforts baue helped

curtail smuggling and tbe demand f or illegal

products

• LCBO retail employees baue increased their

knowledge of spirit products and tbeit comfort

level in discussing them

• tbe aging boomer population tends to choose

premium products

• suppliers baue delivered excellent products,

especially in premium price bands

• tbe weaker Canadian dollar bas disco uraged

cross-border shopping.

This year's results were also boosted by the coming
of the new millennium, and the fact that many people
celebrated at home, Downey explains. "The millen­
nium was not just a Champagne story. In general,
people treated themselves to premium products ,
whether as gifts or as part of their entertainment
plan .And that meant good news for the spirit
category."

pirit products also tend to represent the lion's sha re
of pre-packaged gift items in LCBO stores, and these
so ld well this Christmas.

The most popular were giftpacks that combine d
sn ifters or other glassware with a 750 mL bottle of
spirits, especially recognizable brands such as
Canadian Club,]ohnnie Walker and Crown Royal.



TEQUILA LEADS GROWTH

The strongest sales increases came in the e sub­
categori es: Tequila (18.- per cent); single malt cotch
(16.4 per ce nt) ; flavoured vodka (1 4.1 per cent) ;
Irish whiskey (13.9 per cent); and American whiskey
(l0.4 per cent).

In most of the above categories, growth was driven
by premium products - a trend that has been in evi­
dence the last few years .

Liqueurs - especially fruit liqueur - also grew strong­
ly in fiscal 1999-2000, gaining 10 .6 per cent year over
year.

Grappa, a distilled sp irit mad e from th e fermented
kins and see ds of grapes pressed for winemaking,

grew by 3- per cent but is still a niche product with
annual sales of less than 00 ,000.

"The popularity of flavoured martinis seems to be
waning," in Downey's opinion,"but at the same tim e
we're seeing a revival of classic cocktails like th e
Manhattan and the Sidecar. I see good long-term
potential for this kind of drink."

Canadian whisky accounts for nearly one-third of the
entire L 130 sp irits business. ales thi s year grew by
about 1. - per cent to a total of 33 .3 million. Market
hare, however, declined to 30 per cent, down from

32 per ce nt last fiscal year.

UNDERSTANDING ETHNIC
COMMUNITIES

The category offered nearly 900 listings in fiscal
1999-2000 , an increase of 115 over last year.

Among the new brands offered were products
requested by Ontario 's ethnic communities. Says
Downeyr''Retail managers who se rve large ethnic
population in their tores funnel information to
Merchandising on products of int erest to these com­
munities.That channel has worked really well for us,
judging by the feedback we 've rec eived from cus­
tomers."

Th e LCBO will continue to improve service to ethnic
communities by researching their tastes more thor­
oughly; by tying promotions to key holidays and fe ti­
vals, uch a aribana and the hinese ew Year; and
by creating signage and displays that help ethnic cu ­
tomers mak e more informed bu ying decision

LOOKING AHEAD

The LCBO will continue to promote cocktails by
encouraging suppliers to take part in tastings, and by
producing brochures that show how to mak e popular
cocktails.

"We will also work with suppliers to go be yond th e
standard gift offerings in th e category," Downey notes.

One concern is a global shortage ofTequila du e to
supply and demand problems.This global problem
has led to price increases of up to 60 per cent on
popular brands and difficulties in securing supplies.
Th e LeBO has bought as mu ch Tequila as possible
to meet custome r demand.

Downey believes the tim e may have come for a rise
in th e popularity of gin - "an undervalued, under­
appreciated product."

Sales of single malt cotch - which launched th e
trend toward premium spirit thi s decade - how
no ign of waning.

The Spirits category will al 0 feature new and inter­
esting liqueurs.

"We'd like to make the category more accessible to
consumers in a number of ways," adds Acting Director

hari Mogk-Edwards, w ho took ove r the category on
secondme nt thi s sp ring ."Our sp irit displays are gene r­
ally along th e perimeter wall s of our stores , in lon g
lines that are not that int eresting to look at. We plan
to test new strategies that would help mak e these
sec tions more appealing. We hould also be providing
more product information and tasting notes to hop­
pers who enjoy learning more about beverage alcohol
and entertaining."

The Source for Entertaining Ideas



PRO D U C T TR END S

Beer-
Specia Markets

ACTING DIRECTOR RANDI LANDY DESCRIBES THE PREMIUM BEER LEADS THE WAY
PERFORMANCE OF BEERS & SPECIAL MARKETS

IN 1999-2000 AS "ROCK SOLID."

The category posted gains of 9.6 per cent in litres
and 11.7 per cent in dollars , with total sales climbing
past 500 million for the first time.

The main product lines in this category are beers;
coolers , mainly spirit-based but also made with wine
and beer; ciders; ready-to-drink and ready-to-mix
products; kosher products; sake ; and accessories.

In all, the LCBO offered some 287 brands of domestic
and imported beer in fi cal 1999-2000, not including
those that are offered only in combo tores, such as
12- and 24-unit cases of domestic beer.

According to Landy, the fastest-g rowing ub-category
was premium imported beer fro m countries other
than the . ., w hich grew by 30.2 per cent.

"Consumers are choosing quality and flavour over
price , much as th ey are with spirits and wine," she
comments.

Familiar brands like Old Milwaukee , Corona and
Heineken topped th e import list thi s year, along with
beers from Germa ny, Poland and th e .K.

Domestic Ontario beer, which accounts for 37.1 per
cent of th e category, posted a 7.3 per cent gain year
over year.

Sales of microbrews grew by 9 per cent.

Out-of-province ana dian beers (such as th e popular
Mooseh ead) grew by 23 per cent.

ales of . . beer rose by 3.8 per cent last year, led by
Old Milwaukee.

Beer has the potential to become a popular gift item ,
according to Landy." ome supp liers have creat ed
excellent gift items, like th e Dutch beer Grol sch,
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which was introduced for the 1999 holiday season in
a magnum size, with the same distinctive design and
swing-top stoppe r known world wide . Customers told
us the beer was great , the bottle was great and th e
price was right."

COO LE R SALES COOL DOWN

Two years ago sp irit co olers were th e story in Beers
& Special Markets. Sales of on e new innovative
product (Mike 's Hard Lemonade) soared, taking th e

entire segment with it. In fact, in fiscal 1997-98 and
1998-99,cooler sales climbed by a remarkable 128
per cent.

Today, Mike's Hard Lemonade is still the best-selling
cooler, but sales have slowed .

"The key to this category is new and innovative prod­
ucts," Landy explains. "This year, Mike 's has ex pande d
its product line with lower alcohol vers ions (4. 9 per
cent) of the original flavours.We 're also anticipating
success from new entries like REV; a vodka-base d
cooler complemented by unique ingredi ents like
guarana, caffeine and kola nuts."

While accounting for a small volume of sales , beer
coolers posted very strong gro wth last year - some

345 per cent.

OTH E R PRODUCTS

Sales of ciders declined again in fiscal 1999-2000, by
15.1 per cent. "We have to work with suppliers to
renew customer interest ," Landy notes. She also plans
to source some well-known cider brands from the .K.

Ready-to-drink and ready-to-mix product s also
declined this year, th ou gh not as sharp ly as cid ers.
"There may be some confus ion about th ese two sub­
segments,"she admits. "But we 're planning a number
of merchandising initiatives to eliminate that confu­
sion and turn them around."

The LCBO's portfolio of kosher products is doing
very well , according to Landy. "We've more than
tripled th e number of products we carry, up to 80 ,
and grew th e category year over year by 23 per ce nt.
We 've also worked to get the word out that th e LCBO
is more than a pla ce to bu y kosh er w ines.We can be a
so urce of ente rtaining ideas year-round for Jewi sh
cu stomers as th ey celebrate holidays and plan festive
meals. It is anothe r example of how th e LCBO se rves
Ontario 's ethnic co mmunities."

Sales of accessories co ntinue d to grow as th e LCBO
streamline d and focu sed its product lines. "By doing
so , and by ensuring con sistent stock year-round, we
grew our accessory bu siness by 39 per cent, up to
$5.4 million. Being a one -stop shop for bu sy cus­
tomers is int egral to our strategic vision," according
to Landy.

LOOKING AHEAD

Anticipa ted growth areas include kosh er w ines, sakes ,
and beers fro m East Asia, Poland, Cent ral Ame rica and
th e Czech Republic .While sake is a nic he product, it
is fast becoming more popular on its own and in
cocktails such as the sakatini.

"We need to continue to inform our cu stomers about
the merits of premium products," adds Landy."This
will be achieved through product education , in-store
tastings, exciting new purchases and promotions, and
a seasona lly rotated portfolio.

"We' ll do everything we can to satisfy our customers'
thirst for knowledge and to promote our product s as
year-round bevera ges - not just summe r refreshmen t."

Promoti on s already planned for fisca l 2000-01
will foc us on summer w heat beers and winte r beers .
Landy also plans to so urce more fruit-flavoured beers
and will continue to promot e th e Mix & Match
program, w hich allow s cu stomers to tr y beers,
coolers and cid ers w ithout necessarily having to
bu y th em in six-packs.

The Source for Entertaining Ideas



PRO D U C T TR END S

Vintages
VINTAGES IS THE PR EM IUM PRODUCTS D IVISION

OF THE LCBO . IT SOURCES FINE WINES ,

PREMIUM SPIRITS AND SPECIALTY BEERS FROM

ALL OVER THE WORLD , RELEASING THEM TO

THE PUBLIC IN SOME 150 LCBO STORES ,

AND THROUGH THE POPULAR 'C LAS S IC S

CATALOGUE AND OTHER PROGRAMS AND

CHANNELS .

Vintages 'sales in 1999-2000 tot aled $115 million,
a 30 per ce nt increase ove r the yea r before.

"We saw constant growth throughout the year,"
Director Tom Wilson notes. "It didn 't peak with a
certain p rogram or portfolio and then drop. In fact ,
it 's been fairly cons tant over the past seven yea rs."

The vast majori ty ofVintages ' portfolio is red w ine .
"Most serious ent hus iasts and co llectors are mainly
int erested in red w ines, w hic h te nd to be more
sophistica ted than w hites , and have greate r capacity
to age ,"Wil on explains.

Every month ,Vintages releases up to 1 5 new prod­
ucts into selected stores. It also stages up to eight
"thematic" releases a year, w hic h foc us on a particular
region or style.

The largest sing le supplier of Vintages wines is
France, par ticul arly its Bordeaux and Burg un dy
regions. Othe rs include alifornia, Italy, Aust ralia,
Canada , outh Africa , ew Zea land and Germany.

Another 1,500 products a yea r are availab le thro ugh
the Classics Cata logue , now publi hed three times a
yea r, and through the Fut ures program , w hich allows
customers to buy fine wines at lower prices before
they are bottled . In all, so me 3,570 p roduct s were
offe red in fiscal 1999-2000.

LeBO Annual Report 1999-2000

Wilson credits Vintages ' strong performance to a
number of facto rs, both external and internal.

"Ontario is a maturing marketplace, with man y afflu­
ent people in empty-ne st situation .A growing
numbe r are interested in wine - reading about it, trav­
elling to w ine regions, surfing the Internet for infor­
mation.They want to experience the world of wine
and enterta inment - and we 're well positioned to

help.

"You also have to look at th e quality of w ine being
made ," he adds. " ot everyone realizes it , but Vintages
se lls many excellent w ines for less than $15.We can
do that because a $15 w ine is better today than ever,
thanks to improved gra pe growing and wine making
techniques."

Int ernally, new merchandising programs have helped
demystify the world of fine w ine ; high-profile public
events have fostered greater awareness of Vintages
p rograms; and st rategic alliances with othe r retailers
have created greater bra nd awa reness and an expand­
ed client base.

One of th is year' most successful innovations was
the Wine of th e Mont h p rogram , design ed to bring
new cu stomers into the Vintages fold .

"Custome rs w ho did not necessarily know a lot about
w ines would know th at th e Wine of the Month pro­
vided excellent value for mon ey," Wilson observes.

Win es of the Month tend to range in price fro m $10
to $20 . Five of the first six cho ices happen ed to be
1 ew World Wines - including one VQA product ­
which reflects current trends in cus tome r int erest .

Another success wa s th e Essent ials p rogram, an inter­
national portfolio of Vintages p roducts available on a
co nt inuo us basis - which mak es them attractive to
licensees and retail customers,



intage . monthly relea se circulars and the Classics
Catalogue were revamped to make them more acces­
.ible and informative.

'The intage audience wants information," ays
ilson,"and doing a better job of providing that infor­

mation helps drive our business ."

ales through the Classics Catalogue are now $10

million to $12 million a year, with each edition out­
performing those that came before, according to
~ ilson."This year, we made it larger and more read­
able, \ ith more tasting notes by our panel, as well as
e..xperts like Robert Parker Jr. and the Wine Spectator."

The 1998 Bordeaux Futures program accounted for a
record 4. I million in sales, 30 per cent higher than
the previous be t year, 199 )."With this program, and
our catalogue " we are making products acces ible to

pie who ould otherwise seek them out in ew
rk, Chicago or other markets," says Wilson.

R tail upgrades also boost Vintages sales. ew flag­
hip and full-service LCBO stores have included
.pacious, attractive sections that can accommodate
hundreds of products.

"Thi is an extremely positive trend,"Wilson believes.
"It helps raise the satisfaction level of customers who
like to feel they've come omewhere pecial, and who
judge \ ine merchants by the breadth of the selection
they offer."

LOOKING AHEAD

~ 'if on expects his business to grow in double digits
again in 2000-2001.

"We will continue to develop and implement pro­
grams to increase the satisfaction levels of all our
customers - those who've been with us a while and
those just joining the fold.

" ~ e'll have two Wines of the Month , to add to the
excitement and convenience of the program. We also
plan to launch a Vintages Cellar Direct program that
\ auld help budding collectors launch their wine
cellar.

"We'd also like to develop a greater presence on the
Internet. We see a huge opportunity to leverage our
website (www.vintages.com) to increase the efficien­
cy of our business and offer the broadest portfolio in
a cost-effective way.

"We also plan to stage more high-profile events with
strategic partners, both in the beverage alcohol trade
and outside where synergy exists,"Wilson concludes.
" pecial events are an important part of moving
things forward."
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ADING
ORE

LIKE OTHER MAJOR RETAILERS, THE LeBO

MUST CONSTANTLY RE-EVALUATE ITS STORE

NETWORK , AND IMPROVE IT WHEREVER POSSI­

BLE , TO ENSURE IT IS MEETING CUSTOMER

EXPECTATIONS FOR SERVICE, SELECTION AND

ACCESSIBILITY .

In fiscal 1999-2000 we spent $14.2 million to build,
upgrade or relocate stores, roughly the arne as the

previou fiscal year. Another 7 million was spent on
maintenance and repair costs for the store network
and Head Office facility, and to replace outdated

outdoor signage.

Tbe LCBO's new store in Brampton's Orion Gate
Potcer Centre bas a separate By tbe Case section to
make sbopping more com enientfor tobolesale cus­
tomers. Customer ervice Representative Linda Tome
processes an order for area licensee jack 's Backyard.
Left to rigbt: co-owner Tosb Sourlis, manager Wendy
LaVictoire and co-oumer facts ouriis.

OUR
ETWORK

In all, 28 stores across the province were upgraded

or relocated in fiscal 1999-2000, including outlets in
Ajax , Brampton, Elgin , -ananoque, Hamilton, London,
Markham, ewmarket, Oakville, Orangeville, Ottawa,

eeley' Bay, udbury, Toronto and We tport.Together

they represent more than 130 ,000 square feet of new
format space.

Our new full-service store in Ottawa ( epean)

opened to rave reviews in January. "Sp ectac ular,"
wrote Ron Eade in the Ottawa Citizen. "It' s nothing
short of astounding. ... Check it out and prepare to be
dazzled." Citizen wine writer Peter Ward called it "the
nicest liquor store I've been in." Customers have also
hown their approval: according to recent figure ,

sales are up some 60 per cent since opening day.

The Brampton store, located in Orion Gate Power
Centre at Highway 410 and Steeles Avenue, intro­
duced a new, entirely unique feature designed to
improve service to licensees and other wholesale
customers: a separate 2, 00- quare-foot section called
By the Case, where they can buy cases of domestic
and imported wines right off warehouse-style racks.

By the Case also features two dedicated checkouts to
accommodate busy licensees, and specially designed
shopping carts to help them move cases out to the
parking lot.

Sales to licensees have tripled since it opened in the
fall of 1999; overall , sales are up 104 per cent since
opening. The trade area is also up by 10 per cent,

meaning the sales haven 't necessarily been cannibal­
ized from nearby LCBO store .

Every retail improvement project at the LCBO is
designed to increase customer sati faction and to
generate sufficient additional revenue to pay for
itself. tores upgraded in fi cal 1998-99 experienced
sales increases averaging 23 per cent, led by the
Bayview Village flagship at 8- per cent.
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In some cases ,' e close older outlets that date back
to a time when liquor stores were relegated to
Ontario 's backstreets.Today, we're interested only in
locations that are visible , easily accessible and close to
, here people live and shop. In this we are guided by
market research conducted by our Customer Insight
Group , which u es everything from tatistics anada
research to our own detailed cu tamer surveys to pin­
point the best possible locations for our stores.

Factors such as parking, visibility, barrier-free access,
loading facilities and demographics are all considered
before a lease i signed or ground broken for a new
tore.

Follow-up research tells us customer satisfaction
increases as we improve our store network. In
February of 2000 , 63 per cent of more than 2,000
customers surveyed said they found our store had
appealing atmospheres, compared to 60 per cent the
year before, and 85 per cent said our stores were
bright and clean , compared to 84 per cent the year
before.We believe these numbers will continue to
rise as more stores are upgraded.

In- 'tore interviews at the Bayview Village flagship
tore have elicited extremely positive comments from

cu tomer , some of whom said they had brought out­
of-town friends to visit it much as they would a
touri t destination. ome respondent said the new
store fundamentally changed their perceptions of the
L 130 - for the better - as well as their shopping
behaviours.They were spending more time browsing;
were being more experimental with their purchases;
were coming in to look for items reviewed or fea­
tured in FOOD & DRINK; and were making Bayview
Village their destination store - even if another LCBO
\ a closer to home.

~ e have won more than 30 design awards in open
competitions since 1990 , including two from the
Retail Council of Canada. e v ere a finalist for yet
another Retail Council design award this year, for
a kiosk erected in the Sherway Gardens mall this
Christmas.

o whatever perspective we take - improved sales,
improved customer satisfaction ratings, design awards
- we believe our upgrades are well worth the effort.

Our current five-year strategic plan (which runs until
2003) calls for all new LCBO stores to fall into one of
four formats: flagship , full-service, new IMAGE or
mini. Over the next three years, we plan to improve
the store network as follows.

Flagship stores: like our Bayview Village store in
Toronto, which opened in February 1999 , they range
up to 30 ,000 square feet and are located in large
urban centres, carrying a global assortment of LCBO
General List and Vintages products and gifts. They also
offer a complete range of LeBO customer services
and pecial events, including demonstration kitchens;
VQA sections; listening stations where customer can
preview music to round out their party atmosphere;
a computer terminal where "surfe rs" can look up
product information on the Internet; and a gift centre,
where shoppers can find the ideal gift for any occa­
sion. It's also worth noting that prior to opening day,
the staff at new flagship stores undergo up to two
weeks of intensive training to ensure they can
provide the knowledgeable service customers at
flagship stores expect.
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UPGRADING OUR STORE NETWORK

While no new flagships opened in fiscal 1999-2000,
we did complete the lion ' share of work on an
impressive two-story flagship that opened on Rideau
treet in ttawa May , 2000. This 28 ,000-square foot

store boasts all the "arne features as the Bayview
Village store, plus a unique Vintages section on the
lower level that evokes the old-world feeling of the
cellar of a French chateau.

ell' flat-screen point-of-sate monitors - like the one
behind Customer Seruice Representatiue Brenda
eaiorigbt - display product information, social

responsibtttty messages and transaction details.

Three more flagships are expected to open over the
next three years.

Full-service stores: up to 20 ,000 square feet in major
and medium-sized urban markets, these stores provide
customers with a complete range of L BO products
and services in easily accessible locations.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 spe­
cific market.Two opened in fiscal 1999-2000; another
20 are planned over the next three years.

ew liHAGE 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 accessi­
ble locations.They carry 1,800-2 ,000 General List
products and have a Vintages boutique with up to
500 brands. They are found in both major and mailer
urban markets. Eight opened in fiscal 1999-2000; up
to 32 are planned over the next three years.

Mini-stores and kiosks: at 600-3 ,000 square feet in
high-traffic shopping areas, these stores are designed
to service a specific customer niche and close the
gap in under-serviced areas. everal target specific
niche markets, like our Chinese kiosk in Markham and
our Kosher kiosk in Thornhill. Mini-stores offer 500 of
the most popular brands from the General List and

intages. Eighteen opened in fiscal 1999-2000, not
including si seasonal kiosks we opened to handle
increased millennium shopping in December 1999;
another 15 are planned over the next three years.

By following this strategic plan, and heeding carefully
the results of ongoing customer research, the LeBO
retail network will continue to evolve to increase
profitability, and to meet and exceed expectations
in every market we serve.
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SOC IA L
ESPONSIBILITY

IN JUNE I 999, THE LeBO CONDUCTED A

COM P RE H ENS IV E EMPLOYEE ATTITUDE SURVEY

TO FIND OUT MORE ABOUT HOW EMPLOYEES

FELT ABOUT WORKING FOR THE ORGANIZATION ,

AN D TO G ET THEIR THOUGHTS ON WAYS TO

IMPROVE IT.

In analyzing more than 4,000 resp onses, th e pride
employees feel in working for the LCBO clearl y stood
out. And the greates t single det erminant of their
pride, most said, was the social responsibili ty role
they play. As one employee wrote: "I feel proud to do
my part here. It makes a difference in my life ."

The LCBO believes it can mak e a difference in every
community it serves , by refusing to se rve min ors or
customers who appear intoxicated; by creating
thought-provoking advertising aim ed at det erring
impaired driving; by creating and distributing o the r
materials on respon sible hosting and consumption; by
raising funds for MADD Canada and othe r partner
organizations; by conducting its business in an envi­
ronmentally responsible fashion; and by det erring the
production , smuggling and consumption of untested
illegal alcohol.

Our commitment has not gone unnoticed by th e
public. In a February 2000 survey of Ontario resi­
dents, 0 per cent of respondents said they thought
the LCBO was doing a good job of promoting th e
responsible use of beverage alcohol (up from 65 per
cent one year earlie r); and 79 per ce nt said they
approved of our efforts in controlling sales to minors.

Th e LCBO b e l i e v e s
it ca n mak e a d if f e r e n c e

in ev e ry c o m rn u n i ty
i t serves

Our key social responsibility initiatives in fiscal
1999-2000 can be broken down into the following
categories:

• Cballenge and Refusal

• Promoting responsible consumption

• Fundraising

• Advertising

• Partnerships

• Quality Assu ra nce and tb e figbt against illegal

alcobol.

Follo wing are bri ef highlights of each .

Challenge and Refusal: All LCBO Retail employee s
are trained to cha llenge and refuse se rvice to any
would-be cus to mer w ho appears to be impaired or
w ho appears under 25 and ca nnot p roduce valid ID.
They also refuse to se rve "second-party purchasers" ­
anyon e believed to be bu ying alcohol for min ors or
people already impaired . In fiscal 1999-2000, LCBO
emp loyee s challenged 91 3,810 custome rs , almost
10 per ce nt higher than th e year before . More than
82 ,000 were refused .

As a recent well-received LCBO in-store poster cam­
paign attests,"the only min ers we se rve " are those
who work underground - assuming they can prove
they're of age .Thi s poster, rep roduced in newspapers
and maga zines, was developed to foste r public awa re­
ness and support of our Challenge and Refusal
program .

The LCBO issues tamper-res istant BYID phot o cards
to help its Retail staff - and others w ho se ll beverage
alcohol - det ermine w he the r prosp ective custo me rs
are of legal drinking age .We issued 3,123 cards in
fiscal 1999-2000, each bearing a resp on sible co nsump­
tion message on the back. As of fiscal year-end, nearl y
12,000 BYID cards had been issued since the
program's inc eption in 1996.
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SOCIAL RESPONSIBILITY

In fiscal 1999-2000, we also developed a Working
MAART Quick Check ID Juide that displays all

forms of proof-of-age photo identification prescribed
under Ontario 's Liquor Licence Act. Though devel­
oped to support LCBO employees, it will be a u eful
resource for all beverage alcohol servers in Ontario.

Promoting responsible consumptionzTtv: LCBO
believes beverage alcohol is best enjoyed in moder­
ation and reinforce that message through a variety
of media. These include its Internet sites at
www.lcbo.com and www.vintages.com ;brochures
like Having a Party>, which provides useful tips on
responsible hosting; and articles, ads and recipes in
FOOD & DRINK that show how beverage alcohol can
be best matched with food. The LCBO also offers
many low-alcohol wines, beers and spirits in its
stores, and sets minimum prices for its products, to
encourage responsible consumption. LCBO shopping
bags contain a responsible drinking message, as do
display screens on all new point-of-sale terminals; and
many L BO staff appear at many trade shows and
festivals where they distribute materials on social
responsibility. Our new tore formats - many of
which include demonstration kitchens - reinforce the
notion of beverage alcohol as a product to be enjoyed
in moderation and with food.
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This past holiday season, because of the intense focu
on the coming of a new millennium, we paid particu­
lar attention to responsible hosting and other aspects
of social responsibility. We created a Millennium party
planner, which advised hosts on the best ways to
welcome the year 2000 safely ; created television
commercials that urged people who drink to do so
moderately; and distributed wallet-sized taxi cards in
a number of markets to remind people who planned
to drink to seek alternative transportation.

Fundraising: As part of its commitment to the
communities it serves, the LCBO raises more than

1 million a year for nited Way and other charities.
In the fall of 1999 , employees raised a record

23 ,800 for the nited Way, through their own dona­
tions and by staging special events. Donation boxes in
our stores raised another 26- ,495 for national and
provincial organizations. An additional 99 ,000 was
rai ed for veterans through the sale of poppies in our
stores. We also raised $65 ,000 for a number of chari­
ties through the sale of promotional compact disks
in our stores. Other monies come from in-store
tastings and many other events.

Aduertising: The LCBO uses a variety of media to
advertise its commitment not to serve minors and to
encourage people not to drink and drive. In 1999­
2000, we unveiled an innovative outdoor advertising
campaign to send the message that "Drinking and
dri ing is no accident" - whether the vehicle is a car,
boat or snowmobile. The campaign, launched in part­
nership with MADD Canada, included a number of
three-dimensional billboards on which actual, reeks
of crashed vehicles were mounted. More than 26 ,000
posters bearing the same dramatic images were dis­
tributed province wide. Independent research show
the campaign was extremely well received; it also
resulted in a great deal of media co erage, providing
strong reinforcement of its message.

Other advertising campaigns promoted re ponsible
drinking throughout the year especially during the
holiday season when the incidence of impaired
driving tends to rise. Among these were an award­
winning 90-second cinema commercial that elicited
extremely favourable comments from viewers.



In fi cal 1999-2000, we began work on a hard-hitting
multimedia campaign that will focus on the severe
consequences of drinking and driving. Aimed at mod­
crat e drinkers \ ho are most likely to mo dify their
behaviour, especially males aged 25-34, the year-long
campaign will build on the success of ot her recen t
campaign . It \ ill feature powerful 30-second tele­
vision and radio co mmercials designed to make
people think twice abo ut driving after they've con­
surned beverage alcoho l.The message emphas izes
per onal responsibility:"Drinking and dri ving is no
accident. It's a choice. Make th e right one."These will
be upported by print ads in F OOD & DRINK and by
posters mounted in was hrooms of licensed es tablish­
ment , where the target audience is likeliest to see
them. The campaign comme nces in June 2000.

Partnership s: Our success in promoting the resp on-
ible use of alcohol , and protecting Ontario 's co mmu­

nities from impaired dri ving and illegal alcohol , mu st
be 'hared \ ith many othe r organ izations. In the past
year alone, these included the anadian Association of
Liquor Jurisdiction s, the A sociation of Canadian
Distillers, the Distillers Council of Ontario , the
Ontario Association of Chiefs of Police , RIDE,Variety

iIIage, Ontario 's Ministry ofTransportation, ADD
Canada, the Canadian Red Cross ociety, the Ontario
Community Counc il on Impaired Driving, BACCH S
Canada, the Lifesaving ociety, th e Canadian Power
and ail quadron s, the ntario Fed eration of
nowmobile Clubs and the Ontario nowmobile
afety Committee.

The LCBO also partners with a number of organiza­
tions that work to improve Ontario 's enviro nme nt.
In fi cal 1999-2000, the e included Recycling Co uncil
of Ontario; Corporat ions upport ing Recyclin g;
Pollution Probe; and th e nit ed ation s R-2000
Environmental Program. Chair and CEO Andrew S.
Brandt also represents the LCBO on the Board of
Director s of the Waste Diversion Organi zation - a
partnership of government, municipalities and indu ­
try - who se mandate is to help fund and improve the
effectiveness of municipal Blue Box and ot he r waste
reduction and diversion programs. The LCB con­
tributed 5 million in 1999-2000 to thi init iative .

Qualit)1Assurance and the fight against illegal
alcohol: Every year, the LCBO Quality Assurance lab­
orato ry runs hundr ed s of thousands of tests to ensure
all product s meet exacting standards for taste and
safety. In fiscal 1999-2000, we ran 299,000 tests on
12,600 products.These represen ted increases of 13
and - per cent resp ecti vely over the previous year.
QA staff also tasted 4,900 products - 14 per cent
more tha n the previous year - to help det ermine
whethe r they met the LCBO's high standa rds of
qu ality. A recent survey of suppliers, agents and
Canadian manufacturer of beverage alcohol how
that 70 per ce nt believe the service they get from the
Quality Assurance laboratory has significant ly
improved ove r th e past two years.

Because of this effort, LCBO custo me rs can bu y new
or familiar p roduct , knowing they'll be safe to drink.
The same , unfortunately, cannot be said of smuggled
alcoho l and illegally manufactured w ine , w hich pose
a threat to the health of anyo ne w ho dri nks th em. To
protect the health of consumers - and prevent the
diversion of revenue from the government to criminal
organizations - the LCBO works diligently with law
enforcement agencies across the province to stem the
flow of illegal alcohol. These efforts appear to be
working. The illegal market was estimated at 4 -6
million in fiscal 1999-2000, down abo ut 16 per cent
from the year before . Thi s decrease can be traced not
onl y to enforcement activities, bu t to the overall
improvement of th e LCBO sho pping ex perie nce,
w hic h draws custo me rs away fro m illegal channels.
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B IC SECTOR
ISCLOSURE Ac

Buck , I~ Director, Human Resources
Services & Compe nsation
Initi atives

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 nam es, posi­
tions, alari e and taxable ben efit s
of employees whose employ ment
income is $100,000 or more a year.
In keeping with the requirements
of the Act , the LCBO submits th e
following information for calendar

1999.

Nome

Bon ic,].

Brandt ,A.S.

BrO\ nin g,]. A.

Card inal, 1 .

Clute , C. I~

Dutt on , R.

Ecker , R.

Fisher, R.

Fitzp atri ck , Mar y

Position

Director, Sto re Development
& Real Estate

Chair & CEO

I~ Finance & Administration

Director,
Marketing Communications

(seconde d to Office
of Privatization )

Direct or, Financi al Plann ing
& Econo mic Development

Director, Regional Office

Director, Regional Office

VI~ ic ne ral Coun el
& Corpo rate ec retary

Employment Income

165,294.71·

I 4, 10 1.40

103,211 .02

111,442.53

110,297.15

113,36 .68

$ 111,402 .54

108,89 .54

142,717.77

Taxable Benefits

34 1. 6

349.92

422.44

337.56

34 .64

37 .98

408.64

4 14.64

422.44

Flynn, L. Director, Regional Office I I .556.13 510 .02

Director, Regional Office $108,897.5 4

VP, Logistics 144. 101 . 0

There are 29 names an this year 's PublicSector Disclosure
Act list, compared to 18 the year belore. This increa se is
due in part to the lact that many LCBO managers are at
the top 01 their pay ra nge s, owing to the ir yea rs 01 service;
a pay -Ior-perlormance plan lor management and excluded
sta ff, enacted in 1997 to bring LCBO sa la ries closer to
industry sta nda rds; and because many managers opted to
take unused Management Compensation Opt ion (MCO)
day s as cash in lieu 01 days off. Management and exclud­
ed sta ff are eligible to receive live MCO days a yea r.

· W hile the Chair /CEO's ba se sa lary 01 $104,054
rema ins unchanged, his remuneration lor calendar 1999
includes a retroact ive pay-lor-performance bonus for three
liscal years (20 per cent lor ea ch of 1996-97 , 1997·98
and 1998·99 ).

• • The Executive Vice President's remunerat ion lor colen ­
dar 1999 includes 0 retroactive pcv-lor-perlorrnonce bonus
for three fiscal year s (15 per cent for 1996 ·97 and 1997 ·
98 a nd 20 per cent for 1998.99).

Gee , L'C.

Gree n, M.

Kane, M.

Kelly, H.

Kenncdy. x .

Ker, G.

Lyons, .

Marshall , D.

Martin.] .

Ramsay, G.

She rwoo d, J .

Tatt le, '\ .

Tug han ,,\ ' .

'\ ' iJcox, D.

Wilson ,M .

'\ ' ilson ,T.

Yazeji an . L.

Zach ar,W

Exec utive ice President

Law yer

VI~ Human Resources

VI~ Information Technology

Director,
Corporate omrnunications

Direc to r, o rpo rate Policy

ont ro l ler

Director, Application Services

vaRetail

Lawyer

Direc tor, Rc ource Prot ecti on

Vl~ Merch andising

Director, IT Infrastructure

Director, in tages

Director, General Audit

Direc tor, Employee Relations

240 ,877.2 1· ·

110 ,41 5.7 1

14 .101. 40

153,771. 0

114,997. 21

104,26 .63

104,601. 46

10 ,00 1.63

144,101 .40

109.428.2 1

100,671.00

$ 179 ,047.5 4

110,232.66

111,402.55

100,671 .00

10 1,218.26

550.54

352.08

422.44

22 .

352 .08

33 .80

342.96

1,424.64

422.

3 15.98

422.44

352.08

308.34

354.04

3 1. 6

3 .64

308.34

33 5. - 2
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R SPONSIBILITY

F R FI A CIAL
REPORTING
The accompanying financia l statements of the Liquor Control Board of Ontario have been

prepared in accordance with accounting principles generally accepted in anada, and are
the responsibility of management. The preparation of financial statements necessarily
involves the use of estimates based on management's judgment, particularly when transac­
tions affecting the current accounting period cannot be finalized with certainty until future
periods. The financial statements have been properly prepared within reasonable limits of

materiality and in light of information available up to June 9,2000.

Management is responsible for the integrity of the financial statements and maintains a
system of internal controls designed to provide reasonable assurance that the assets are
safeguarded and that reliable financial information is available on a timely basis. The ystern
includes formal policies and procedures and an organizational structure that provides for
appropriate delegation of authority and segregation of responsibilities. An internal audit
function independently evaluates the effectiveness of these internal controls on an ongoing
basis and reports its findings to management and the Audit and ,overnance Review
Committee of the Board.

The Board, through the Audit and Governance Review Committee, is responsible for ensur­
ing that management fulfills its responsibilities for financial reporting and internal controls.
The Audit and Governance Review Committee, comprised of three Members who are not
employees/officers of the LBO, meets periodically with management, the internal auditors,

and the Provincial Auditor to satisfy itself that each group has properly discharged its
respective responsibility, and to review the financial statements before recommending

approval by the Board.

The financial statements have been audited by the Provincial Auditor. The Provincial
Auditor's responsibility is to express an opinion on whether the financial statements are
fairly presented in accordance with generally accepted accounting principles. The Auditor's
Report, which appears on page 52, outlines the scope of the Auditor's examination and
opinion.

On behalf of management:

Alex Browning

Vice President, Finance & Administration
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FI A CIAL
OVERVIEW

The following table lists three of the most important variables related to the
operations of the LeBO: number of stores, of permanent employees and of
regular products listed.

Key Indicators: 1996-2000

3500 --------------___

3000 ---.---.......--==-.-­
2500
2000
1500
1000
500

0 -

Operations

umber of LeB O Sto res

1996

596

1997

595

1998

596

1999

600

2000

602

1996 1997 1998 1999

Fisca l Yea r

2000 umber of Permanent
Employees 2,803 2,8 _8 2,934 3,0 1 3,0

The critical financial variables of net sales and other income, operating
expenses and net income are given in the following table.

• icso Stores

• Permanent Employees

• Regular Products listed

umber of Regular Product s
Listed 3, 149 2,960 3,098 3,366 3,496

Financial Indicators: 1996-2000
(v al ues in $0005) Financial (v alues i n $0 0 05)

1,909,80 2,0 13,8 3 2, 160,8 3 2,3 49 ,832 2,- 49 , 58

As a % of et Sales & Othe r Incom e 16.96%

,558 I ,86 1

8.50%

2000

16.27%

8.75%

1999

15.94%

7.30%

1998

16.2 %

ss1,653 3

5.45 %

1997

16.11%

32 ,45

5.60%

1996

323 ,8 19

et Sales and Othe r Incom e

Operating Expe nses

% change/ previous year

2500000 -------------._

2000000 ---_..----_._--11_

1500000 -.--.•

1000000 -

500000 __1- _ - ••- __t-I It-. · ·. f-l....

o--- - +-- - '-+-"- - R+J-- --+.-- --

• Net Sales and Other Income

• Operating Expenses

• Net Income

Note : The LCBO refers to sales in three diHerent ways : first, gross sales which include the Federal Goods and Services Tax
and the Provincia l Sale s Tax; second, net sales which exclude the two sales taxes and any relevant d iscounts (e.g ., the d is­
counts provided to licensees by the LCBOI; a nd third , net sa les also excluding any sales through the LCBO Private Stock
Program. The Net Sale s and Other Income line listed in the ta ble cons ists of net sales plus any other income (e.g ., interest
on investme nts). Gross sales are g iven in the LCBO Sales Channel Summary on page 46 .

As a % of et Sales & Other Incom e 3 .9 1%

845 ,69480 9, 2544,90401 ,030666, Iet Income20001997 1998 1999

Fiscal Year

1996

Breakdown of Operating Expenses (v a l ue s in $0005)

1996 1997 1998

Operating Expenses: 1996-2000
(valu 5 in $0005)

250000 --------------==-­

200000 -

150000 -.--..--__

100000 -. -.__·. --.__·. r-t__-. t-l I - __

50000 __I-..-III-~-.__..- . f-II. - ___

o ---~-----_I__--4----4-'----

Salaries and Benefits

Depreciation

Other Expenses

Total Operating Expenses

204, 629

20 ,962

98 ,228

323 ,8 19

203, 699

22,16

98 ,591

32 ,45

2 18,63 1

24 ,666

108,356

35 1,653

1999

23 1,486

25,580

117,492

3 4,558

2000

244,399

29,-82

140 ,880

4 14,86 1

1996 1997 1998 1999

Fiscal Year

2000

• Salaries and Benefits

• Depreciation

Other Expenses
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The following tables sho w the breakdown of LeBO revenue payments for
the last five years to the federal , provincial and municipal governments,

Treasurer of O nta r io

1,551,799 1,603,333 1,615 ,964 1,691 ,703 1,757,718

Remitted by
the Liquor Contro l Board :
on acco unt of profits

Remitted by
the Liquor Cont ro l Board:
Ontario retaiI sales tax on sales

th rough liquor

Remitted by the Alcoho l
and Gaming Commissio n: '
on acco unt of licence fees

and permits

Remitt ed by others:"
Ontario retaiI sales tax on sales

through Brewers Re tail stores

and Ontario winery re tail stores

Ontario retaiI sales tax o n sales

through agcncy sto res

Total

1996

680,000

182,762

529,690

157,046

2,30 1

1997

30,000

192,357

520,829

157,582

2,565

1998

45,000

202,148

505,656

160,321

2,839

1999

780,000

220,645

519,472

168,281

3,305

2000

800,000

239,071

537,569

177,406

3,672

• The Alcohol and Gam ing

Comm ission of Ontario (AGCO),
Brewer s Retail Inc. and Ontario
w inery stores are separate, non­
LCBO businesses.

Revenue paymen ts from these enti­
ties are recorded by the LCBO and
presented here in the interest of
prov iding a global perspective of
beverage alcohol retailing in
Ontario.

Receiver Gene ra l for Canada
1996 1997 1998 1999 2000

Remitt ed by
the Liquor Contro l Board :
Excisetaxes ..nd Customs duties

Goods and Services Tax

235,022

60,344

239,058

64,6 2

247,413

68,642

249,639

66,192

267,137

69,7 18

Remitted by others:
Excise taxes , G T and ot her d uties/taxes 327,660 342, 63 329,802 333,407 367,637

G T remit ted o n sales

through agency stores 1,343 1,496 1,656 1,928 2,142

Total 624,369 647,989 647,513 651,166 706,634

Ontario Municipalities

1996 1997 1998 1999 2000
...................................

Remitt ed by
the Liquor Cont ro l Board :
grants in lieu of reulty and bus iness taxes 6,188 5,816 5,897 3,680 3,569

Total Revenue Payments 2,182,356 2,257,138 2,269,374 2,346 ,549 2,467,921

Note: These amounts do not include corporat ion reolty and business taxes paid by the distilleries , w iner ies, breweries and
licensees. Ontario Retail Sales Tax collecte d by the licensees and agency stores on sa les of beverage alcohol is excluded
from thesefigures. The 2000 figures for Remitted by others are slightly understated due to several brewers not repo rting
finoncial information at the time of publication . Ontario Reta il Sales Tax and Go od s and Services Tax remitted on sales
through agency stores are estimates.
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Share of Volume Sales LCBO Volume Sales (in 0005 Lit. 51

Dom estic pirits 30,585 30,6 15 31,015 31,834 33,3 10
• •• • •• ••• • •••••••• • • • • _ • • • • •• •• • • • •••• • •• _ • •• • •• • _ • • •• • _ • ••••_ •••••••••••••••••••••••••••••••••••_ •••••••••••••••••••••••••••••••••••••••••••••••••••••• ••••• ••••• ••••••••••••••••••••••• •• •• •••••• ••••• •••• • ••••• ••••• ••••••••••••• • • • • ••• •• _ • ••• •••••••••••••••••••••••••••••••• •••••••• • • • • • • •• •• • • • • • • • • • • •• • • • • • • • • • • • •• N

Dom estic pirit Cooler 4,669 5,556 12,150 16,168 17,361

Dom estic Wine Coo lers 903 895 18 -44 489
........................_..•...••...........•.•- _..-_ _ _ _ _ _ _................................................................................................................................•.........
Imported Wine 47,67 1 48,328 49,617 - 2,952 5 ,0 10

Wine

18%

30%

Product Type

Imp or ted pirits

Total Spirits

Domestic Wine

Total Wine

Dom estic Beer

Domestic Beer Coo ler

1996

14,8 7

50 ,131

22,208

70,7 82

49,584

2

1997

15,097

51 ,268

74,180

52,861

20

1998

57,22 4

25,845

76, 180

55,763

24

1999

63,177

79 ,291

6 1,377

38

2000

17,491

68 ,162

26,523

84,022

65 ,618

339

Beer 46%

Imported Beer 35,873 39,02 1 4 ,082 55,82

Total Beer 85 ,484 91 ,902 102,869 117,242 130,408

Total Domestic 107,976 114,90 4 125 ,515 135,757 143 ,640

Total Imported 98 ,421 102,446 110 ,758 123,95 4 138,952

Total 206,397 217 ,350 236 ,273 259,71 0 282 ,592

Product Type

ales by Ontario Wine ry Sto re

ale by Brewers Retail
& On-site Sto res

1996

13,164

1997

14,411

1998

1 ,838

654,284

1999

13,8 8

2000

14,0

663,806

Note : LCBO beer sales ligures include LCBO sales to Brewers Retail Inc. The 2000 figures for sales by Brewers Retail and
on-site stores are unaudited and understate tota l sales due to several brewers not reporting financial statements at the time
of publicat ion.

LCBO Volume Sales by Product Type: 1996-2000

70000 ----------- - - --------------

60000 -----------------------f"'__~--_t__

50000 ---__r-- - - - - - - - - - -.-}

o
£ 40000

'"
~ 30000
:.:::i

10000

o

Domestic
Spirits

Imported
Spirits

Domestic
W ine

Imported
W ine

Domestic
Beer

Imported
Beer

Prod uct Type

. 1996 . 1997 . 1998 . 1999 . 2000

Note : In this chart , Domestic Spirits, Domestic W ine and Domestic Beer include sales of Coolers .
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LCBO Value Sales (in $OOOs) Share of Value Sales

Dome 'tic Spiri ts 671,080 680 ,092 69 1,165 7 17,270 739 ,3 13
........................................... . .

Domestic pirit Coolers 22,148 27,893 61,093 80 ,7 16 84,579
................................................................................................................................................................................................................................................................................................

Imported Spir its 340,638 354,929 358 ,363 39 1,872 435,093

Total Spir its 1,033,866 1,062,91 4 1,110,621 1,189,858 1,258,985

Domestic nne 158,888 178,563 190,809 20 1,723 211,595

P rodu c t Type

Domestic '\ ' ine Coo lers

Imported Wine

Total Wine

Domestic Beer

Domestic Beer Coolers

1996

3,347

435,845

598,080

145,816

8

1997

3,209

469,803

651,575

160,544

67

1998

2,612

503 ,290

696,711

170,538

83

1999

1,976

559 ,624

763,323

194,149

144

2000

1,797

635 ,112

848,50 4

208 ,882

1,035

25 3,178 279,178

1,001,366 1,050,368

883,758 943,299

2,059 3,124

1,887,183 1,996,791

Wine 33 %
Imported Beer

Total Beer

Total Domestic

Total Imported

on Liquor

Total

107,275 118,567 145,326 174,284 210,815

315,94 7 368,577 420,732

1,116,300 1,195,978 1,247,201

1,006,979 1,125,780 1,281,020

3,479 3,914 5,389

2,126,758 2,325 ,672 2,533,610 Beer 17%

P r o d u c t Type

'ales by
Ontario '\ ' iner y Sto res

1996

95 ,22

1997

106,257

1998

114,805

1999

111,765

2000

118,219

alesby
Brewers Retail 1,809,030 1,804,847 1,858,377 1,937,004 2,02 1,111

Note: Value sales listed above for the LCBO ond Ontorio w inery stores consist of net sales. Sales values for Brewers Retail
Inc. consist of net sales plus GST. Category totals prov ided here include sales through Vintages and the LCBO Private Stock
Program, and therefore do not match the totals found in the Product Trends sections of this Annual Report.

LCBO Value Sales by Product Type: 1996-2000

900000 ---------------------------

800000 -------- - --- - ----------------

700000

g600000
o
~ 500000

.E 400000
"0
c

o

Domestic
Spirits

Imported
Spirits

Domestic
W ine

Imported
Wine

Domestic
Beer

Imported
Beer

Product Type

11 1996 11 1997 11 1998 1999 11 2000

Note: In this chart, Domestic Spir its, Domestic W ine and Domestic Beer include sales of Coolers .
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OVERVIEW

Imported

To ta l Regula r Listings 3,149

Spirits

'\ inc

Beer

Vintages Wine '
and piri ts

Duty-Free Listing

62 1

183

2,368

20

484

938

212

2,960

2, 44

205

963

213

3,098

3,03

213

60 1

1,08­

218

3, 366

3,235

210

586

1,192

261

3,496

235

Cons ignme nt \Vareho use
and Private tack ,2 9

Total Product Lis tin gs 9,973

,5 3

10 ,482

- ,2 0

11 ,588

5,241

12 ,052

6,106

13 ,406

Note : The totol number of regulor products listed hos been restated to reflect produ cts listed for the entire fiscal year, rather
than products listed in the LCBO W inter Price Book, as hod prev iously been the case. Product listing figures for Consignment
Warehouse and Private Stock are estimates based on invoices produced by Specialty Services.

LCBO Sales Channel Summary (in $0005)

1996

L 130 Total Sales 2,2 15,523

Brewers Retail
Tota l Sales 2,060,2 19

" "inery Retail tare
Total ales 113,320

Other Channels:

Legal 603, 01

Homemade 66 ,612

De-alcoho lized Beer 20 ,11

1997

2,342 ,998

2,075,66

126,553

801 ,799

59,945

19,21

1998

2,493 ,93 -

2,114,46

136,6 18

86 1,08

60 ,9 18

17,708

1999

2, r ,858

2,2 14,9 18

133,00 1

888,6 0

63 ,56

23 ,872

2000

2,967,7 10

2,32 ,225

1 0,68 1

9 1,465

- 9,0 0

22,3 1

Illega l 736, 77 620 ,175 583 ,780 542 ,896 55,801
...................................................................................................................................................................................................................................................................................................................................._.
Gran d To ta l 5,81 5,969 6,046 ,351 6,269,13 4 6,592,782 6,911,266

Note : All figures above are shown in gross sales. The numbers included in the Other Channel s category are estimates.
LCBO and Brewers Retail figures are slightly overstated due to reciprocal sales included in the totals. These sales are
excluded in the chart below.

Value by Sales Channel

Illegal 7%

Other Legal 15%

W inery Stores 2%

LeBO 43 %

Brewers Retail 33 %
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Average LeBO Retail Prices

Prod u c t Type 1996 1997 1998 1999 2000.................................

pirits 20.62 20.6- 19. 1 18.83 18.47

Wine 8. 5 8.6 9.15 9.63 10.10

Beer 2.96 3.03 3.0 3.1 3.23

Average Transactio n
Value per Cus tomer $2 5.98 $26.69 $27.40 $28.07 $29.55

Note: Retail prices exclude GST and PST.

Average Retail Prices per Litre
1996-20 0 0
$25.00--------------­

$20.00 ­

$15.00 --1- - .-- - --- - - -- -1--- ­

$10.00

$5.00

$0.00
1996 1997 1998 1999

Fiscal Year

2000

• Spirits

Wine

Beer

Revenue Distribution

Spirits Wine Beer

Provincial Government

Federal Government

Supplier

60%

21%

19%

Provincial Government

Federal Government

Supplier

53 %

11%

36%

Provincial Government

Federal Government

Supplier

'---- Deposit

44%

13%

35%

8%
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The following tabl e show LeBO volume sales by category for fiscal
1999-2000.

Product Category Share

Canadian Spirits

Canadian Whisky

anadia n Rum

anadian Vodka

pi rit Coo lers

anad ian Dry Gin

Ot he r

Imparted Spirits

co tc h

Lique ur

Misce llaneous Liquors

Vodka

Frenc h Brand y

Spi rit Coolers

Other

Canadian Wines

Whit e Table

Red Table

% Spa rkling

She rry

'\ ine Coolers

Othe r

Imported Wines

White Table

Red Table

Champagne

She rry

Othe r

Canadian Beer

Ontario Beer

Othe r anad ian Beer

Imported Beer

. ' . Beer

Othe r Imp orted Beer

Sake

LeBO Annual Report 1999-2000

1996

40. %

18.6%

16.6%

13.3%

3.6%

.2%

23.3 %

16.6%

12. %

10. %

8. 1%

11.1%

17.8%

56.1%

I .0%

6.8%

5.8%

3.9%

10.4%

50.4%

36.6%

3.7%

2.2%

.1%

95 .8%

4.2%

0.4%

1997

39.9 %

18.3%

17.1%

15.4%

3.2%

6. 1%

23.0 %

1 .9%

11.9%

11.0%

8.0 %

10.1%

18.1%

5 1.3%

18.3%

6.3%

5.0%

3.5%

15.6%

46. %

39.0%

3.7%

2.2%

8.4%

94.3%

5. %

42.8%

56.9%

0.3%

1998

33.5%

15.6%

15.4%

28. 1%

2.5%

4.9%

19.1%

13.9%

12. %

9.3%

0.9%

19.3%

49.2%

20.5%

6.0 %

5.5%

3.7%

15.1%

43.8%

42. 1%

3.8%

2.0%

8.3 %

93 .5%

42.1%

5 .6%

0.3%

1999

30 .4%

14.5%

14.3%

33 .5%

2.2%

5.1%

23.8%

18. %

13.2%

13.9%

9.4%

0. 1%

20 .9%

48.6%

22.3%

6. 1%

4.5%

3.8%

I .7%

42.3%

43 .2%

4.1%

1.3%

9. 1%

92 .4%

7.6%

4 1.8%

0.3 %

2000

29 .9%

14.5%

14.2%

3 .3%

2.1%

5.0%

22.0%

18.2%

15.5%

9.0%

0.6%

21.2 %

48.4%

24. 1%

6.2%

4.4%

3.1%

13.8%

39.6%

44.4 %

4.6%

1.1%

10.3 %

9 1.3%

8. %

36.9 %

62.9%

0.2%
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3,373

2000

31,012

25,293

4 1,259

3,349

1999

27,8 5

26,106

34,827

4,083

1998

25 ,5 °

16,382

3 1,146

1998 1999 2000
..................._ .

258 ,225 296 ,92 1 347 ,051

3,602

1997

23,106

2 1,0 2

35,226 34,093 34,483 34,913
......................................................................................................

2,108 2,493 2,853 3,264
.........................................................................................................................................................
4,035 3,969 4,121 4,704

1997

223 ,-86

1996

20 ,9 11

14,190

1996

190,371

Rose Wine 1,677

VQA 'i ines "

'i. hite Wine 36,3 13

Other Wine

Volume (0 0 05 Iitre 5)

Product Type

Red'i ine

Value ($0 0 05)

Product Type

Red Wine

The following tabl e shows detail ed sales of w ine by volume and value
(LeBO sales only) .

• VQA wine sales are reported in a separate consolidated total and also with in each wine prod uct catego ry.
Note: Sales ligures 01wine by volume and value exclude Private Stock sales.

'i inc Coolers 903 1,094 1,004 1,019 1.594
.._-_ __.._ _ _ .
Other 'i· inc 1,914 3,627 3,336 3,820 3,32 1
--_.._-_..__ _ _ _ _ __ _ _ _ _.•..._.•...........•....•- __...•.••..........._.......•....•...••......

VQA " ·ines· 1,660 2,94 2,53 4 2,718 3,158

Sparkling Wine 3,989
.................................................................................................................................................................... ..............................................................................................................................................................
Fortified Wine 3,764

\Vhite Winc 284,955 287,892 288 ,217 30 1,198 312,90 1
..__ .
Rose Wine 12,846 16,341 19,983 23,490 27,699

........................................ . .
Sparkling Wine 42, 16 1 44,099 46,598 52,3 3 70,3 10

............................................................................................... . .
Fortified Wine 33,388 33,143 40,035 32,277 32,995._ ._ _ _ .
\Vine Coolers 3,342 4,923 4,660 4,8 12 9,185



OVERVIEW

The following tab le shows LeBO Spirits sales by
coun try of orig in for fisca l 1999-2000.

Spirits 1999-2000 Spirits continued

Canada 8 17,453 ,290 50 ,6 15.452........................................................................................................................................................

Great Britain 138 ,683,352 5,252 , 108

Country Name

France

.S.A.

Ireland

NET SALES

67,489 ,839

38 ,395,958

42, 184, 636

L1TRES

2, 174,2 10

2,073 ,175

1,593,884

Country Name

Belgium

Brazil

Israel

Czec h Republic

Philippines

NET SALES

128,792

7 1,6 12

63 ,462

57,9 2

29 ,26

LITRES

3,831

2,956

2,385

2,05 4

1,341

Sweden 30 ,6 13,091 1,529 ,689.............................................................................................................................................................................. ........................................
28 ,429 ,874 1,244,5 4

Australia 33,698 772

Bulgaria 13,885 468

Mexico 25 ,889 ,327 1,034,032
................................................................................. ..............................................................................................

Finland 11,92 7,70 3 564,156

orway 13,965 39 1

Macedonia 5,49 4 26 4

Russian Fed eration

Ge rma ny

6, 112,476

- ,9 10,000

285 ,123

235 ,06 1

Jap an

Haiti

2,68 7

3,8 16

201

114

2

12

67,9 43 ,660

6

356

1,244,067,555

Estonia

Antigua

To ta l

168 ,691

164,082

148 ,839

142,07 0

102, 1932,322 ,9 19

3,575 ,092

3, 167,33 4

4,8 12,30 220 ,228
.............................................................................................................. ............................................

3,672 ,89 0.....................................................................................................................

3,2 15.349etherlands

Poland

Barbados

Greece

South Africa

Ja maica

Sw itze rland 1,998 ,51 65 , 180

Cuba 1,058,535 42,7 15

Spain 858,543 38 ,0 12

Port ugal

Hungary

803 ,973

6 0,3 19

29,980

29,584

Berm uda 84 1,852 28 ,425

Croatia 585 ,142 22 , 194

kra inc 486, 163 19 ,271
....................................... . .

Lebanon 395 ,148 15,994..............................................................................................................................................................................................
Venezuela 300 ,25 7 14,918......................................................................................................... ...................................................................................................................

Bahamas 302 ,529 14,396

Denmark 3 17,189 12,899

India 280 ,00 1 12,203

Guyana 147,401

Austria 268 ,906
........................................................ ........................................................................................................................................

Chile 140,509

Peo ple 's Republic Of China

Pue rto Rico

185,237

146 ,8-4

9,645

9 ,228

6,985

5,475

4,20 1
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The follow ing table shows LeBO Wine sales by
country of origin for fisca l 1999-2000.

Wine 1999-2000

The following tabl e shows Le BO Beer sales by
co untry of origin for fisca l 1999-2000.

Beer 1999-2000
Country Name

Canada

France

NET SALES

209 ,26 7,300

202 ,35 ,2 2

L1TRES

26 ,94 1,445

17,54 1,5 0

Country Name

Canada

. .A.

NET SALES

204,957 ,5 19

54,5 4 1,328

LITRES

63.886. 56

20 ,359 ,32

Italy

. .A.

124,3 6 ,481

89 , 168,898

12,550,930

7,94 1,546

etherl and s

Mexi co

40. 186.4 0 1 9, 10,086
....................................._ _ _ _.

36 ,46 - ,966 9 ,26 ,629

Australia

Chile

Germany

- 8,562,042

34,001 ,3 13

20 ,095 .499

4,369,863

3,351,39

1,993, 92

Germany

Great Britain

Ireland

14,626.40 3

12,069 ,06

9.111.908

4, 149,52

3, 20 ,09

2,206 ,13

pain 19.r2,8 2 1,586,258
..._._ _ _ _ _................................................•.._ _.

Port uga l 18 ,594,058 1,703,840

Po land

Denmark

4.859. 128

,26 1,758

1. 40 ,8 10

1,33_ ,181

outh Africa 11,334,171 1,092 .209 Czec h Republic 2,752,66 3 808,081

Greece - ,104,08 1 662,732

Arge ntina 4,955,6 4 488,2 14

Belgium 2,005 , 3 04,396
.................................•....•. ....................•.......................•......._ _ _ .

j apan 1,939,746 454,16

Hungary ,180. 53 572 ,9 14
........................._ _ _ .

lew Zea land 3,86 ,003 250 ,082

People 's Republic Of Ch ina

Ja maica

897 ,27 1

8 13,84

2 6.2 5

2 1 ,297

Bulgaria

Great Britain

Croatia

ustria

3,466.968

1,272 ,898

752,9 15

724 ,68 1

4 1, 88

210 ,159

94,050

50,96 3

Trinidad

Ital y

Portugal

o uth Africa

09 ,300

551 ,442

26,5 26

4 13, 34

182.182

151,69 3

114. 60

132.37

Israel

Romania

59 , I 15 62 ,8 12

4 10.930 -5.80 3

ew Zealand 349 ,652 10 I ,r 2
....................................._ _ .

ingapore 2 10,573 64,3 5

Denmark

jamaica

Macedonia

Mexico

Czech Republic

yprus

ruguay

japan

witzerland

300 , 1

227,035

192,956

183,003

135.783

125,166

119.312

98 ,3 1

1,502

26 .862

25.8 14

26 ,933

18,- 4
...._ _ .

19, 136

11.047

10,229

3,5 48

roatia

Greece

kraine

Cyp rus

Kenya

India

pain

ub a

France

189,203

151,48

123,5 35

7 1, 4

62 .205

49,556

44,828

2 , 109

9 ,09 1

50,281

35,690

3 . 2

16 ,96 5

16.841

11,708

12,66

6,5 34

1,621

lovcnia 69 ,626 8 ,0 18--_ _ .

Republic o f Moldova 60 ,66 5, 88

Israel ,963 2.089

o rway 7.0 - 6 U87

Finland 36 ,659
..................................................................................................................................................................

Poland 34.806

Federal Re pub lic of Yugoslav ia 56.836 ,420
.........................................

3, 35

2,459

Brazil

Aus t r ia

Total

6 ,240

2

392,899,689

2.036

11 8,844,512

Algeria

Malta

2 1, 45

14,05 3

2 , 78

1.189
Note : Net value repre sents net sales , excluding Private Stock sales . In fiscal 1999·
2000, the leBO sold products from 64 d ifferent countries.

Belgium 10,03 3 533- _ ..__ _ _ _ _ ..

~Iorocco 1, 68 1 5

Lebanon

Peru

Turkey

Total

1,474

1,362

117

81 4,205,345

90

18

82,180,710
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AUDITOR'S
REPORT

To t beL i q uo reo n t r 0 I Boa r do.! 0 n tar i 0 and tot be jV1 in is t e r

of Con s U m era n d Co 111, 112 ere i a IRe Ia t ion s

I have audited the balance sheet of th e Liquor Co ntrol Board of Ontario as at March 31, 2000 and th e state ment of income and

retained incom e and of cash flow s for the year th en ende d . These financ ial state me nts are the resp onsibili ty of th e Board 's man­

age me nt . My responsibility is to ex press an opinion on th ese financial state me nts based on my audit.

I co nduc te d my audit in accordance w ith gene rally accepted auditing standa rds .Those standa rds require that I plan and perform

an audit to obtain reasonable assuran ce w he the r th e finan cial sta te me nts are free of materi al misstatement. An audit include

examining , on a test ba is, evide nce support ing the am ounts and disclosures in the fina nc ial sta teme nts . An audit also includes

assessing the accounting p rinc iples used and significant es timates made by managem ent, as well as eva luating th e overall financial

stateme nt pre "ent ation .

In my opinion, th ese financial state me nts present fairly, in all mat erial resp ect s, th e financial po sition of th e Board as at March 31,

2000 and the results of its operations and its cash flows for the year th en ende d in accordance w ith generally accepted account­

ing principles.

Toronto, Onta rio

June 9, 2000

Erik Peter , FCA

Provincial Aud itor

BALANCE SHEET
As at March 31 , 2000

Assets (in SOOOs )

Current

ash and sho rt-te rm inve trnents ( ote 3)

Accounts receivable . trad e and othe r

Invento ries

2000

3 1,133

13,114

255,398

1999

24,- 8

6,06 1

236 ,292

Prep aid expe nses 9,079 8,843
............................................. ................................................................................................................................................................................................................................................. ................................................._ _ .

308,72 4 275 ,774

Long -term

Capital as ct ( ate 4)

Liabilities and Retained Income

Acco unts payable and accrued liabilit ies

Retained incom e

Co m m itm e n ts ( ote 5)

See accompanying notes to financial statements.

Cha ir and Chief Exec utive Officer

LeBO Annua l Report 1999-2000

1 2,124

480,848

221,226

259,622

480,848

Vice President

Finance & Adm inistratio n

148,183

423,957

210 ,029

213,928

423,957



STATEMENT OF INCOME AND RETAINED INCOME
Year ended March 31 , 2000

The Source for Entertaining Ideas

Sales and other income

osts and expenses

Cost of sales

Retail sto res and marketing

~ . areho using and distribution

Administration

Amortization

I et incom e for th e year

Retained incom e, beginning of year

Dedu ct : Dividend paid to Province of Onta rio

Payment to muni cipalities
on behalf of the Province of Ontario (Note 9)

Retained income, end of year

See accompa nying notes to financia l statements.

STATEMENT OF CASH FLOWS
Year ended March 31 , 2000

Cash Provided from Operations

et incom e

Amortization

Loss (Gain) on sale of capital asse ts

Change in working cap ital

Cash used for investment activities

Purchase of capital asse ts

Proceed s from sale of capital asset s

Cash used for financing activities

Dividend paid to Province of Onta rio

Payment to municipalities
on behalf of the Province of Onta rio

Increase in cash during the year

Cash and short-term investments, beginning of year

Cash and sho rt-te rm investm ents, end of year

Seeaccompany ing notes to financia l statements.

2000

2,5 49 ,458

1,288,90 3

303 ,272

4 1,888

40, 119

29,582

1,703,764

845 ,694

_1 3,928

1,059,622

95,000

5,000

800,000

259,622

2000

29 ,582

920

876,196

(15 ,198 )

860,998

C 4,456)

13

(5 4,443)

( 95 ,000)

(5,000)

(800,000)

6 ,5-5

24 ,5 8

3 1,133

1999

2,349 ,832

1,165,849

276,554

3 ,9 1

34,50

25,580

1,540 ,40 7

80 9,425

184,503

993,928

77 6 ,000

,000

780,000

213,928

1999

809,425

25,5 80

(540)

834 ,465

(8 ,65 1)

825,81 4

(40,9 ~ 8)

693

(4 0,26 5)

6 ,0( 0)

(4 ,000)
....................................

(780,000)

5,549

19,029



NOTES TO FINANCIAL STATEMENTS AS AT MARCH 3 I, 2000,- - - - -

I . NATURE OF THE
CORPORATION
The Liquor Control Board of Ontario (Board)
i a corporation without share capital incorpo­
rated under the Liquor Control Act, R.S.O. 1990,
Chapter L.18. The corporation is a government
enterprise responsible for regulating the produc­
tion, importation, distribution and sale of alco­
holic beverages in the Province of Ontario.
As an Ontario Crown orporation, the Board
is exempt from income taxes under Section
149(1)(d) of the Canadian Income Tax Act.
The Board transfers most of its profits to the

on solidared Revenue Fund in th e form of a
divid end.

2. SIGNIFICANT ACCOUNTING
POLICIES

(a) Basis ofAccounting

The Board 's financial statements are prepared in
accordance with generally accepted accounting
principle.

(b) In uentories

Inventori es are value d at the lower of cost and
net realizable value w ith cost being det ermined
by the moving average cos t method.

(c) Capital Assets

Major capital expenditures with a future useful
life beyond the current year are capitalized at
cost and are amortized on a traight-line basis
according to their e timated useful lives, as
follows:

Buildings 20 year

Furniture and Fixtures years

Leasehold Improvements years

Computer Equipment 3 years

Minor capital expenditure and the expendi­
tures for repairs and maintenance are charged
to income.

LeBO Annual Repor t 1999-2000

3. CASH AND SHORT-TERM
INVESTMENTS
The Board 's investment policy restricts short­
term investments to high liquidity, high grade
money market instruments such as federal!
provincial treasury bills, banker's acceptances
and term deposits.

Cash and short-term inve stments include $8 .0
million (1999 - 15.5 million) of investment
maturing within one year, yield ing -.2 % (1999
- 5.1%) on average, with a market value that
approximates carrying value.

4. CAPITAL ASSETS

2000 1999

Cost Accumuloted Net Net
Amortizotion Book Book

($ 0 0 0'5) Value Value

Land 13,83; 13,8r 13,848

Buildings 2;3,3 3 171, 2 8 1,8 I 9,0

Furniture

and fixtures 33,04 1 26';29 6'; 12 ; ,663

Leasehold

improvements 92, 6 62,863 29.913 22.922

Computer

equipment 3, 7 1 33,778 39,993 26,676
..........._.........._.............................................. .....................................• ..........................................

466,7 66 294,642 172 ,124 148,183



5. LEASE COMMITMENTS

The Board is committed under operating leases

on leased premise s with future minimum rental
payments due as follo w s:

(in OOO's)

200 1 26, 89

2002 23,161

200 3 19,881

2004 16,432

2005 13,941

The reafter 9,654

I 9,858

6. PENSION PLAN

Th e Board provides pension benefits for all its
permanent emp loyees (and to non-permanent
emp loyees who elect to participate) through
th e Public erv ice Pension Fund (P PF) and th e

Ontario Public Serv ice Emp loyees ' nion
Pension Fund (OPSE Pen ion Fund) established
by th e Province of Ontario.

Th e Board 's ex pense related to th e P PF and th e
OP E Pension Fund for th e year was $9.4
million (1999 - 9.9 million) and is included in
Cos ts and expenses in th e tat ern ent of Income

and Retained Income.

7. HEDGING

The Board has en te red into forward foreign
exchange contracts to manage th e foreign
exchange risk associated with its purchases
from foreign suppliers. A forward fore ign
exchange contract i an agreement between
two parties to se t ex change rates in ad vance .

As at March 31,2000 th e Board had 1,441 ,000
(1999 - $1,48 - ,000) forward foreign ex change
contracts outstanding.

Credit risk is th e risk that a party to a forward
foreign exchange contract will fail to discharge
its obligat ion and cause th e Board to incur finan­
cial loss. The Board minimizes credit risk by
only dealing with major Canadian Ch artered
banks and Canadian subs id iaries of major
foreign banks.

8. YEAR 2000

Th e Year 2000 issue ari ses because many com­
puterized yste rns use two digits rather than
four to identify a year. Dat e- ens itive sys te ms
may recognize the year 2000 as 1900 or some
other date, resulting in errors when information
using year 2000 dates is processed. In addition,
similar problems may ari se in orn e yste rns
w hich use certain dates in 1999 to represent
so mething other tha n a date . Alth ough th e

cha nge in date ha s occurred , it is not possibl e to

conclude that all aspects of th e Year 2000 issue
that may affect th e Board, including those
related to its customers, supp lie rs , or other third

parties, have been fully resol ved .

9. PAYMENT TO
MUNICIPALITIES

The Board was directed by Cabinet to con­

tribute $5.0 million in 1999-2000 (1998-99
.0 million) , directl y to municipalities, based

upon a funding formula developed by th e
Ministry of th e Enviro nment (MOE). This cont ri­
bution is to sup port MOE's w aste diversion

program. Cabinet further directed that 4 .0
million be paid in fiscal year 2000-2001.

The Source for Entertaining Ideas



D
RS OF THE

a.....--.-oC BOB0 A------
BME

M e 11'l be rs 0./ the L CBOB 0 a r d ) l i k e tho s e of 0 the r pro v inc i a I

g 0 ve r n 111, e n tag e n c i es boa r d san d c o rn In iss ion s are ap poi n ted by

the sitting g o u e r n m e n t through Orders-in-Council. App o i n t m e n t s

up to /! ve yea rs are so 112 e t i m e s r en e LVe d .

Left to right are Board vletnbers Dick Dolphin, Richard Ling,

Chanta l Haas, john Hoppel; Merle jacobs and john Lacey.

Andrew S. Brandt:
Appointed Chair and Chief
Executive Officer February 6 ,
1991. Term expires February
2003.

Re-appointed in January 2000 for a
fourth three-year term as Chair and EO,

Mr. Brandt came to the L BO after a long

and distinguished career in the private

and public sectors. He began his public­

service career in arnia, 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 arnia and became, succe .sive­

Iy, Parliamentary ssistant to the Minister

of Labour, Minister of the Environment,

and Minister of Industry and Trade. In

198 , he was named Leader of the Ontario

Progressive Conservative Party, a po t

he held until 1990. In the private sector,
Mr. Brandt ran a successful wholesale and

retail musical instrument bu iness for

many years. He is also an active and award­

winning volunteer in several community

organizations, including the nited 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 upport

Person of the Year by the Ontario Grape
and \; inc Festival in 199 .

He has also been appointed an Officer of

France's Ordre du Merite Agricole and a
Chevalier in the onfrerie des hevaliers

du Tastevin, and was admitted to the roll

of the Keepers of the Quaich in cotland .

LeBO Annual Report 1999-2000



Dick Dolphin:
Appointed October 7, 1997. Term
expires October 2000 .

A Fellow of the Institute of Chartered

Accountants of Ontario, Mr. Dolphin

retired in 199 from financial se rvices
giant KPMG, for whom he 'd work ed 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

Comme rce , including one year as presi­
dent, and is currently Chair and CEO of

the Ontario Chambe r of Co mme rce. He

served on Thunder Bay's t .joseph 's

Hospital Board in several capacities

between 1986 and 1991 , including a term
as Chair of its Finance and Audit Com­

mittee. He was also a member of the Port

Arthur Rotary Club from 1984 to 199 .
Mr.Dolphin now resides in Peterborough,

where he ow ns and operates th e co ns ult­

ing firm Dick Dolphin & Associates. He

also serves as Chair of City of

Peterborough Holdings Inc.

Chantal Haas:
Appointed Vice Chair May 15 ,

.L~.~.~..: !..=..~..~ =..~.?.. ~..~..=..~ ~. a.X_~_?? ~ : _..
The first woman to hold the po sition of

Vice Chair of th e LCBO, Ms. Haas is now

erving her second three-year term. Th e

Managing Director and ational Publi c

Relations Director for Bradson Staffing

Service s Inc ., she led an executive com­

mittee in merging two long-standing

organizations - namely the Association of

Professional Placement Agencies & Cons ul­

tant s (APPAC) and Employment & Staffing

ervices Association of anada (ES A ) ­

and is ational President-elect of the

newly created organization ACSESS

(Association of Career Search, Employ­

ment and taffing e rvices) . Ms. Haas has

inspired many young women entrepre­

neurs through her ex te ns ive involvem ent

with th e tep Ahead On e-on-On e Men­

toring Program. An active participant in
Toronto 's French community, sh e wa s the

first woman to serve tw o terms as

President of Le Cercle Ca nad ien de

Toronto. In 1998, she wa s elected first

woman president of the French Chamber
of Commerce (Ontario) and is now se rv­

ing her third term. In 199 she was

appointed to the Executive Co mmittee of

the Economic Development Fund, Office

of Francophone Affairs. he is an acti ve

member of th e \Vomen Ent re p rene urs of

Canada and appears in the Int ernational ,
an ada and Ontario Who 's Who.

John C. Hopper :
Appointed September 8 , 1997 .
Term exp ires September 2000 .
....................................................................- _ _ _ .

A nati ve of Ottawa, Mr. Hopper began

work in aut om obile sales th ere in 1963.
He mov ed to orth Bay in 19 1 to es tab­

lish john C. Hopper Pontiac Buick , and is

today President and Dealer Principal of

Hopper Automobile Ltd., and President

of Saturn of orth Bay. He was a founding

member of th e orth Bay Automo bile

Dealers Association and th e orthe rn

Ontario Automobil e Dealer Association ,

and past president of th e Ontario Auto ­

mobile Dealers Association. A former
orth Bay City councillor, he has a long

history of co mmunity se rvice : he is a

member of orth Bay Mason ic Lodge; a

member and past presid ent of both th e

Rorab hrine Club and orth Bay Kiwanis

Club; a member of th e I orthe rn Ont ario

Cancer Research Foundation; a member

of the Board of Governors of Thorn eloe
niver sity, which is fed erated with

Laurentian niver sity; and he chaired th e

7,000 ,000 fundraising campaign for

orth Bay's new Ge ne ral Hospital, w hile

also se rving on its Advisory Board. He was

th e Kiwanis Club 's Citize n of th e Year in

1993. In 1998 , he wa s elect ed a Mel

Osbourne Fellow to th e Kiwanis

Foundation of anada.

Merle A. Jacobs:
Appointed December 17 , 1997 .
Term expires December 2000 .

Dr.jacob s began her career as a nurse ,

eve ntually be coming a nurse manager in

the department of psychiatry at o rt h

York Branson Hospital. Over nearl y 30

years in the field , she has also pursued

her education , and has now co mpleted a

Diploma in ur sing, a Bachelor of Arts

degre e , a Master's , and a Ph .D. in oc iology

at York niversity, Her professional ex peri­

ence and studies have shared a focu s on

mental health , as do es mu ch of her ex te n­

sive volunteer work. She has maintained

her skills as a Registered urse by work­

ing at th e Women 's Inpatient nit of the

Centre for Addiction and Mental Health .

he has also se rved on th e Board of

Toronto 's Qu een treet Mental Health

entre and is an exe cutive member of the
Registered I ur ses Association of Ontario 's

Mental Health Int er est Gro up . She is a

director of Root s Cultura l Foundatio n and
Royal Business Training Ce ntre and teach ­

es at Ryerson Polytechnic niver siry and

York niver sity, As a pract ising nu rse psy­

cho the rap ist and ow ne r ofThe Lawre nce

Cent re , Dr. j acob s has also developed her

bu sin ess planning and budgeting kills, as

well as her knowledge of human

resources issu es.

John S. Lacey:
Appointed June 26 , 1996 . Term
expires June 2002 .

Mr. Lacey is a vete ran of the ret ail, hospi­

tali ty and co mmunications industries, wi th

nearl y 35 years of ex pe rience w ith co mpa­

nies suc h as Oshawa Gro up Ltd . ,~ · IC

Western International Co mmunic ations

Ltd., Sco tt 's Hosp italit y Inc ., Molson ,

Loblaws, and th e Holiday Inn and Marriott

hotel cha ins . ow non -executive

Chairman of Loewen Gro up Inc., Mr. Lacey

is a graduate of th e Harvard Busin ess

chool who emigrated to Canada in 19 8

and became a Canadian citizen in 1983.

Mr. Lacey is also a Director ofTelus and
Clarica, and Chairman of Don cast er Racin g

Ltd. His co mmunity inte res ts include th e

Centre for Studies of Child ren at Risk,

w hich is affiliated with McMaster

niver siry and th e Chedoke-McMaster

Hospitals.

Richard Ling:
Appointed September 8 , 1997 .

.!..:..:'..~.....:..~..~..i...~..: ..~......~..: ..~..!..:..~..?..:..~......~..?...?0 .

Before becoming Resident Principal of
Borden Ladner Gervais LLP's York
Region Office , lawyer Rich ard Ling wa s
Senior Partner in th e firm Ling &
Wong; Managing Direct or of Lehndorff
Asia Inc .; and Resident Co unsel for
Graham & Jam es in Beijing.Th e
Chines e-born Willowdale resident
speaks five languages, and is well
verse d in banking, real es tate and co r­
porate practi ce . He is a Direct or of
Markham Ene rgy Corporation and a
former Governor of heridan Co llege
and a former Direct or of t. Michael 's
Hospital Foundation Board; th e
Richmond Hill & Markham Chinese
Busin ess Association; Mon Sheong
Foundation for th e Aged ; and the
Chinese Cultural Cent re of Greater
Toronto.
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LeBO
USEFUL ACTS

For t b e f is c a l ) ear ended 1arc b 1 20 0 0 uu l e s s o t b e r u i s e n o t e d

THE MARKETPLACE OUR STORES OUR FINANCIAL PERFORMANCE

$2.5 billion T he LCBO's net sales and other
income in 1999-2000

$800 million Dividend the LCBO tra nsfer red
to the Govern me nt of O nt ario for
1999-2000 (exclud ing raxe )

$2.325 billion Am ount the LCBO has tran s­
ferred to the on solidated
Revenue Fund the last three fiscal
years combined (exclud ing raxe )

602

107

831

42.9

umber of LCBO tore
serving communities acro ss
Ontario

umber of L BO agency
stores serving Ontario
communities without large
enough populations to
support a regular LCBO
sto re

umber of Beer to res,
Ontario winery sto res, on ­
site distillery and brewery
outlet and privately op er­
ated duty-free sto res in
Ontario

Percentage share of Ontario
beverage alcohol market, in
dollar value, held by the
LCBO

69

196

159

150

28

9,200

umber of L B sto res
offering more than 2,500
brands for sale

umber of LCBO sto res
offering 1,500-2,500
brands for ale

umber of LCBO stores
offering 1,000-1 ,500
brands for sale

umber of LCBO store
offering 500-1,000 brands
for sale

umber of LCBO stores
offering fewer than 500
brands for sale

umber of product rast­
ings conducted in LCBO
rores in 1999-2000

357

33

16.3

Percentage return on taxpayers'
equity in 1999-2000

The LCBO's profit mar gin ,
expressed as a percent age, in
1999-2000

The L B 's op erational expen es
as a percentage of net ales for
1999-2000 (down from 19 per
cent in 1993-94)

85.7 million Tot al number of transac­
tion s in LCBO sto res in
1999-2000

$6.9 billion Total estimated value of
Ontario's beverage alcohol
market

$456 million Estimated value of
Ontario 's illegal alcohol
market

7

54

23.3

20.9

umber of days per week
most L BO sto res are
open

umber of L BO sto res
th at received perfect 100
per cent score from
mystery sho ppers between
December 1, 1999 and
March 3 1, 2000

Percentage of all LCBO
tran sactions paid by debit
card

Percentage of all LCBO
tran sactions paid by cred it
card

$239 million Amount the L BO tran sferred to
the provincial govern me nt in
Provinci al ale Tax (P T) in
1999-2000

$337 million Amount the LCBO transferred to
the federal government in G T,
excise taxes and Cu stoms duties
in 1999-2000

$23 million Amount the L BO spent on
capital improvements to its sto res
(renovations, relocations, etc) in
1999-2000

Percentage of custo me rs in a
February 2000 survey who aid
they were dissastisfied with
service in LCBO stores

LeBO Annual Report 1999-2000



PRODUCTS AND PRICING OUR EMPLOYEES SOCIAL RESPONSIBILITY

3,074 Number of permanent full- 913,810 umber of cu torn ers chal-
tim e LCBO employees lenged for proo f of age or

sobriety by LCBO staff in
3, 158 umb er of casual 1999-2000

employees working in Retail
stores at fiscal year end 82, 6 13 umber refused ervice by

LCBO employee in 1999-
115 umber of L BO produ ct 2000

consultants available to
offer expert advice to cus- 3, 123 umber of BYID tamper-
tom ers resistant identifi cation

cards issued by the LCBO
4,65 0 umber of LCBO Retail during 1999-2000

staff who have passed the
highest level of our three- 11,920 umber of BYID cards
level Product Knowledge issued as of Mar ch 3 1,
Course to da te 2000

988 umber of L BO Retail
staff who received training QUALITY Assu RANCE
in 1999-2000 to help
prevent service to minors 298,7 84 umber of product tests
or people who app ear carried out in 1999-200 0
intoxicated by LCBO 's Quality

5,4 70 umber of LCBO Retail
Assurance laborator y

staff who have received 276 umber of produ cts reject-
responsible service training ed by Quality Assurance in
to date 1999-200 0 for health con-

108,541 umber of calls handl ed
cerns, consumer safety
issues and other quality

by LCBO Infoline officers cont rol probl ems
in fiscal 1999-2000

umber of e-rnails handled
696 umber of seized products

2,860 tested for enforcement pur -
by LCBO Infoline officers poses by Quali ty Assurance
in fiscal 1999 -2000 in 1999- 2000

0 umber of product recalls
OUR FUNDRAISING issued by Quality

Assura nce in 1999-2000

13,406

3,569

64

813

978

600

8 1

64

57

Tot al number of products
available through LCBO
sto res, catalogues and
private ord ering service in
1999-2000

umber of new Vintages
products offered in sto res
and through the Classics
Catalogue in 1999-2000

umber of count ries from
wh ich the L BO bou ght
products in 1999-2000

umber of products dis­
counted by up to 20 per
cent through the LCBO's
Limited Time Offer
program in 1999 -2000

umber of products that
carri ed a "value-add" bonus
item in 1999-2000

umber of product with
bonus AIR M ILE
Rewards in 1999-2000

Percentage of dom e tic
spirit prices made up of
federal and provincial taxes,
levies and mark-ups

Percentage of domestic
win e prices made up of
federal and provin cial taxes,
levies and mark -ups

Percentage of domestic
beer prices made up of
federal and pro vincial taxes,
levies and mark-ups

$234,000

$265,495

Amount raised by LCBO
employees for the Uni ted
Way in 1999

Ran king of LCBO among
government fund raisers for
the United Way (per
capita)

Amount raised for charity
through donation boxes in
LeBO in calendar 1999
( ote: This does not
include $99,048 , raised by
the Royal anadian Legion
Popp y Fund )
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53 55

477 465
...................................................................................

4 14

Product Listings
Dom e st ic

Canadian Whisky

Canadian Blend ed Rum s

Canadian Gin

Canadian Vodka

Canadian Brandy

Canadi an Blended Brandy

Canadian Sp ir i t Coole rs

Fruit Sp ir its

Miscellaneou s Liquors

Canadian Liqueurs

Onta r io Wines

Ontario Wine Coo lers

Othe r Canad ian Wines

Canad ian Cide r

Canad ian Beer (i nc \. Beer Coole rs)

1996

153

9

27

76

9

12

4 1

2

29

68

495

13

14

12

306

1997

145

95

21

69

7

8

45

2

7

52

490

10

21

12

330

1998

160

112

20

70

6

9

22

48

465

5

27

21

346

1999

168

123

22

5

6

9

46

23

39

18

385

2000

158

105

22

70

6

12

51

o
24

43

14

403

Alcoh ol 9 0 3
.................................................................................. .. ..... .....................................................................................................................................................

Miniatures 14 9 6
.......................................................... ............................................................................... . .
Bitters 3 3 3

6

3

3

9

3

Imported

Scorc h X hi sky

Irish Whiskey

Ame r ic an Whiskey

Gin

Rum

Vodka

Tequil a

Brandy

1,380

1996

133

12

15

16

20

39

12

92

1,326

1997

108

6

17

13

14

31

12

66

1,380

1998

12

8

21

14

18

38

9

1,462

1999

135

10

21

16

16

41

10

10

1,457

2000

108

11

21

17

20

47

19

100

Fruit Sp ir its

Mi scellaneous Liquors

Liqueurs

4

67

128

2

53

116

4

6

134

2 3
.............. ......................................

78 86

135 125

Total Regular Listings 3,149 2,960 3,098 3,366
................................................................................................................................................................................................................................................................................

Vintages X ine s and Sp ir its 2,368 2,744 3,037 3,235

'\ ' in es

Beer and Sake

Miniatures

Coo lers

Bitter s

Duty-Free Listings

965

183

57

19

7

207

936

212

22

18

8

205

958

210

19

9

10

213

1,080

216

20

7

10

210

1,181

256

18

10

3,496

3,569

235

Consignment \Varehouse
and Private Stock 4,249 4,5 3 5,240 5,241
...... ............................................................................................................. .............................................................................................................................
To ta l Product Listings 9,973 10,482 11 ,588 12,052

6,106

13,406

N ote: The tota l number of regula r produ cts listed has been restated to reflect produ cts listed for the entire fisca l year , rather
than products listed in the LCBO Winter Price Book, as had previously been the case. Product listing figures for Con signment
Warehouse and Private Stock are estimates ba sed on invoices produced by Specialty Servi ces.



Sales Channel Summary ( v a l u e i n $000 5 )

1,827,8 0 1.923,750 2,022.638 2,209 ,02 2.39 0,949
.................................... ....................................
3 0, 96 396,879

LCBO

Retail Sales

Licensee Sales

Agency Sto re Sales

1996

297,233

20,329

1997

3 14,652

22,643

1998

347,083

25,059

1999

29,180

2000

32,420

Duty-Free~ areho use 15.108 I ,349 I ,3 18 20,696 3 ,454
_ _ _ _ _ _ _ _ _ _ _ _ _......•......•......•..
Duty-Free/ LeBO I IAr 12,156 13,367 13,028 303

BRI 'ales 40, 150 48,920 64,89 1 80 , 38 109,692

Othe r ales 3,43 8 3.-28 3,- 9 2,996 3,0 13
........................................... ........ ....................................................................... . .

To ta l 2,215,523 2,342 ,998 2,493,9 35 2,725,858 2,967,710

Brewers Retail

Ret ail & Licen see ales

W inery Store s

2,060 ,2 19 2,0 - ,664 2,11 67 2,2 14,9 18 _,32 ,2r

Ret ail ales

Other Channels

Legal:

Cross-Borde r Exempt

ross-Borde r Declared

Brew Pub s

113,320

148,305

2,333

2, 96

141 ,3 2

2,52 4

1, 6

136,618

153,4 9

I , 3

133,001

136,2 13

3,862

1,652

140.681

155,818

3,12

1,950

~ . inc Pub s 1,558

-Brew Beer II , 12

2,904

151,482

3,952

149,53

,233

1-7.633

4 , 22

163,959

To tal

Homemade :

~ in c

Beer

To ta l

De-alcohol ized Bee r

Illegal:

Smugg ling

~ inc Manu facturing

334,882

603,701

5 1.638

14,9 4

66 ,612

20 ,11 7

454,00 1

282 ,4 6

502 ,050

801 ,799

3,823

16,122

59 ,945

19 ,217

2 1. 3

198, 32

861,708

44.07 1

16,847

60,918

17,708

393.99 1

189, 89

888,670

45,80

23, 872

353,344

189,552

6 11.892

941 ,465

40,59

59,070

22 ,31 4

279 ,883

175.918

Total

Grand To tal

736,477 620,175 583,780 542 ,896 455,801

5,815,969 6,046 ,351 6,269,134 6,592,782 6,911,266

Note: All figures above are shown in gross sales. The numbers included in the O ther Channels ca tegory are estimates.
Brewers Retail Inc. and W inery Store sales dolo we re supplied by the Brewers of On tario and individual Ontario wineries.



Retail Price Breakdowns

Spirits
Exa mp les a s at March 31 . 2000

far 750 mL bottle in Canadian Dalla rs

Payment to upplier

Federal E..ci c Tax

Federal Import Duty

Freig ht

To tal Landed Cost

LCBO Mark-up

l.CBO Bott le Levy

Imported
U.S.

4.0; 2

3.3 198

0.0000

0.02;8

$7.3998

10.73

0.2 1 s

Imported
Non - U.S .

4.0492

3.3 198

0.0 1 8

0.2208

$7 .6046

11.026

0.2 1 ;

Domestic

4.06; 3

3.3 198

0.0000

0.046

7 .4318

10 .2; ; 9

0 .2 1 ;

l.CBO Env ironment Fee 0 .0893 0 .0893 0 .0893
.........................................................................................................................................................................................................................................................................................................

L 130 Rounding Revenue 0.0440 0.0 111 0.03 10
....................................................................... ............................................................................................................................................................................................................................................................
Bas ic Price $18.49 $18 .95 $18 .03

Gove rnment of Canada .6 1

Goods and erviccs Tax

Pro vin ci al Retail Sales Tax

Co nsu m e r Price

Revenue Distribution

Supp li er ( incl ud ing freight )

1.29

2.22

$22.00

4.08

1.33

$22.55

.66

1.26

2. 16

$21.45

.11

.;8

Gove rn ment of Ont ario 13.31

Wines

13.62 12. 6

Examples as at March 31 . 2000

for 750 mL battle in Canadian Dalla rs

Payment to upplier

Federal Excise Tax

Federal Import Duty

Freig ht

Total Lan ded Cost

L 130 Mark -up

LCBO Wine Levy

LCBO Bottle Levy

LCBO Env ironment Fcc

LCBO Rounding Revenue

Bas ic Price

Goods and Serv ices Tax

Pro vincia l Retail ales Tax

Co n s u m e r Price

Revenue Distribution

Imported
U.S.

2.6400

0.3842

0 .0000

0. 1669

$3 .1911

2.0 - 3

r.i zso

0.2 1 s
0.0 893

0.0 1;6

$6 .68

0 .4

0 .80

$7 .95

Imported
Non - U.S.

2.6400

0.3842

0.028 1

0.2038

3 .2 56 1

2.0839

1.12; 0

0 .2 1 s
0.08 93

0 .0000

$6 .77

0 .4

0 .8 1

$8. 05

Domestic
100% Ont.

2.6400

0.38 2

0 .0000

0.0000

3. 02 42

I.T 0

1.12;0

0 .2 1 s
0.08 93

0 .00 4;

$6 .21

0 .44

o. s

7 .4 0

upplie r ( incl uding freight) 2.8 1 2.6 4

.ovcmment of Canada 0.8; 0.88 0.82

Governme nt of Ont ario .29 4.33 3.94



Beer
Examples as at March 31 , 2000

for a case of 24 x 341 mL bottles

in Canadian Dollars

Imported
u.s.

Imported
Non· U.S. Domestic

Payment to uppl ier

Federal Exci se Tax

Federal Import Duty

Freight

.4 00

2.2903

0.0000

0 .3 00

2.2903

0 .065-

2 .6300

10.2000

2.2903

0 .0000

o. 000

Total Landed Cost

LCBO In -store CO

LCBO Out-of-store CO

L 130 Mark-up

LCBO Boule Levy

LCBO Environment Fee

LCBO Rounding Revenu e

Basic Price

Goods and 'ervices Tax

Pro vincial Retail ales Tax

Container Dep osit

Co nsumer Price

Supp li er ( incl ud ing freight)

$10.1303

4 .9 - 9 5

1.3 22

.092 0

I. 04

0 .0000

0 .010

$21.97

1.-

2 .6

2 .40

$28.55

.84

$15.12 58

.9 -95

1.342 2

. 998

I. 40

0.0000

0.0270

$27.39

1.92

3.29

2.4 0

$35.00

12.

$12.8903

4. 9595

0 .0000

.092 0

1. 04

0 .0000

0.0212

$23.4 0

1.64

2.8 1

30.25

10.60

Government of Canada 3.8 3 .27 3.93
................................................. ............................................................................................................................................................................................................................

Gove rn me nt of Ontario 14 .48 1- .56 13.32

Container Deposit 2. 0 2. 0 2.40

Note: COS refers to the LCBO's cost of service . The conta iner deposit applies only to products wh ich can be returned for a
conta iner refund .



Eleven Year Financial Performance Review
(value in $OOOs)

2000 1999 1998 1997 1996

Statement of Earnings

Sales and Other Income $2,549 ,458 2,349 ,832 2,160 ,843 $2,0 13,873 1,909 ,804
............................................................................................................................. . .
Cos t of Sales 1,288 ,903 1,165 ,849 1,064,286 988,386 9 19,268
...................................... ................................ .......................................................................................................................................................................................................................................... . -

Gross Profit 1,260,555 1, 183,983 1,096,55 $1 ,025 ,487 990 ,536

Per Cent 49044% 50. 39% -0 .75% 50.92% 51.87%

Operating Expenses

et Income

323, 8 19

666,717

Statement of Cash Flow

Cash Flow from Operations 8 5,289 834,465
................................................................................................. ........... .... ... .......................................

Change in Working Capital 15,198 ) ( 8 ,651 )

69 ,-0

( 29,5 3 )

723 , 197

49,8 19

687,663

9,659

Cash sed for Investing
Activities ( 54,443) ( 25 ,524) (19 ,424) ( 26,256)

Cash sed for Provincial
Transfers

Decrease/Increase in Cash
During the Year 5,- 49 ( 30,554)

( 730,000)

23,592

($680,000)

( 8 ,934)

Financial Position

Current Assets $308,724 275 ,774 230 ,720 256 ,209 239 ,5 16

Cur rent Liabilities 221 ,226 2 10,029 179,175 203, 647 160,727

87,498

Fixed Assets

Working Capital

Total Assets

65 ,745 5 1,545 52,562 78,789
..........................................................................................................................................................................................................................................................................................................................................................................

134,780

Financial Ratios

Profit Margin 33 .38% 34.80% 35.03% 35. 11% 35.33 %

Return on hareholders' Equity 357 .17% 406.3 1% 403. 63% 352. 13% 302.76%

Current Ratio 1040 1.31 1.29 1.26 1.49

Statistics

Inven tory Turn over 5.2 1 5.38 5.53 5.02 5.07

596

2,80 3
....................................... .. ........•

673,273

2,8283,074 3,0 14 2,934
......................................................................................................................................... . .

82 4,206 77 1,623 724, 866 706,079
...................................................................................................................................................................................................................................

602 600 596 595umber of Stores

umber of Permanent
Employees

Sales per Employee

umber of Regular Products
Listed 3,496 3,366 3,098 2,960 3, 149



1995 1994 1993 1992 1991 1990

Statement of Earn ings

1,808,5 18 1,764,731 1,786,479 1,833,386
......................................................... ............................................................................ . .

858, 190 $832 ,106 84 1,060 $85 1,539

1,936, 10 2,006 ,975
.............................................................................................................~

967,221 $ 1,0 12,938

950 ,328

52.55 %

932 ,625

52.85 %

333 ,7 16

598 ,909

945,4 19

52.92%

332 ,953

6 12,466

98 1,847

53.55 %

332 ,439

$652 ,458

969 ,489

50.06%

326 ,682

$652 ,669

994,03

49.53%

St ot e m e n t of Cash Flow

655 ,198

$5,473

( 26,895)

( 630 ,000)

$3, 76

6 19,9 9

( 15,824)

( 14,753)

($585,000)

4,402

635 ,298

( 8,694)

($2 1,075)

($6 15,000)

( 9,4 1)

$675 ,162

6,162

( 25,754)

($6 75 ,000)

( 19,430)

672,558

48,7 75

($29 , 51)

( 650 ,000)

4 1,582

70 ,223

($29 , 8 1)

( 23 , 84)

( 640 ,000)

13,958

Financial Position

229,5 4 1 20 1,204 192,955 207,155 23 1,2 12 2 19,752

132,159 $92 ,8 13 104,789 118,212 116,677 98 ,02
........................................................................................................................................................................................................................................................................................... .. .

$97,382 108,391 88 ,166 $88 ,943 $ 114,535 121,728
......................................................................................................................... . .

129,470 120,474 126,790 $ 130,564 131,161 122,322
.................................................................................................................................................................................................................................................. . .

359 ,0 11 321 ,6 8 3 19, 45 337 ,7 19 362 ,373 342,074

Financial Ratios

35.6 1%

285.63%

1.74

Stati stics

4.92

34.24%

269 .90%

2. 17

5.02

34.36%

28 1.94%

1.84

4. °

36.04%

280.50%

1. 5

4.72

33.96%

266 .53%

1.98

.79

34.70%

3 14.34%

2.24

4.88

2,824 2,743 3,100 3,233
...............................................................................................................................................................

633 ,656 637 ,678 574 ,998 $560,185
................................... .......... ....................... . ..

597 600 6 11 6 18

3,305

58 1,445

62 1

3,484

572 ,40 1

623

3,053 2,824 2,73 2,60 1

Note: The total number of regular produ cts listed has been restated to reflect products listed for the entire fiscal year , rather than products
li sted in the LeBO W inter Price Book, as hod prev iously been the case.



The Source for Entertaining Ideas
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