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Dear LCBO Shareholder:

Entitled OurSixth Straight Record Year, the 2000-2001 LCBO Annual Report describes how the
LCBO transferred a record $850 million dividend to the province. That's an increase of$50
million over last year's record and $200 million more than in fiscal 1990-1991, my first year as
Chair and CEO. It also marks the third straight year that the LCBO's total transfer - its
dividend and provincial sales tax combined - has topped $1 billion.

Knowledgeable and helpful staff, store upgrades, in-store promotions, integrated marketing and
other customer service enhancements, growing customer appreciation ofpremium products, a
relatively stable and healthy economy, and excellent support from our suppliers were key
factors behind this success.

We continued to outperform most comparable provincial liquor jurisdictions in both volume
and revenue growth. We also outperformed the Ontario and Canadian retail sectors as a
whole.

This year's Annual Report will help you evaluate our performance in the context oftoday'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 2000-2001, our employees challenged more
than one million would-be customers who appeared intoxicated or could not provide valid ID
and refused service to nearly 80,000.

When you read this report - or visit one ofour stores - you'll see that we continue to improve
our services and performance. With the support of the government, and a strong and
experienced Board, we plan to continue that improvement next year and beyond. We expect to
transfer a dividend of$875 million in fiscal 2001-2002, which would mark a seventh straight
record year, and place us well ahead ofthe financial targets established for the first four years of
our five-year strategic plan.

Sincerely,

Andrew S. Brandt
Chair and Chief Executive Officer
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The Annual Report

Under the Liquor Control Act, we are required to prepare an annual report to the Ministe r of Consumer and Business Services. 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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Dear Minister,

I have the honour to present you
with the 2000-200 1 Annual Report
of the Liquo r Control Board of
Ontario.

Respectfu lly subm itted,

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 Commun ications .

Financ ial information prepared by LCBO Financ ial Planning & Economic Development. French adaptation by LCBO French

Language Services.

Ce rapport est egalement publie en franc;:ais sous Ie titre : LCBO : Rapport annuel 2000-2001 .



As Minister of Consumer and

Business Services, with responsibility

for the LCBO, I am pleased to

provide you with the LCBO Annual

Report for the fiscal year 2000-2001.

It is the mandate of the LCBO to

provide excellent service and product

selection to its customers; to maximize

its dividend to the taxpayers and

Government of Ontario; and to take a

leadership role in promoting the

socially responsible use of beverage

alcohol. As this report documents, the LCBO fulfilled its

mandate in these key areas in fiscal 2000-2001.

Customer service continued to improve, both in terms of

the shopping environments and the products and services

offered. Based on extensive market research, stores are

being upgraded and more conveniently located.

Dividend transfers continued to grow this past year to a

record $850 million, the sixth straight year the LCBO has

achieved a record transfer. These funds - which do not

include an additional $255 million in Provincial Sales

Tax - help support social programs, services and capital

projects that benefit all taxpayers.

The LCBO's commitment to social responsibility was

evident on a number of fronts, including in-store

programs to prevent sales to minors, people who appear

intoxicated or those who would buy beverage alcohol for

either of these parties; fundraising efforts on behalf of

national and provincial organizations, including MADD

Canada; innovative advertising campaigns against impaired

driving; and support of municipal Blue Box programs.

e Inls er
The LCBO also worked with our

government and the Ontario wine

industry to secure greater access to

European Union markets for award­

winning Ontario Icewines. These

outstanding products deserve greater

exposure outside Ontario, as do

domestic table wines, beers and spirits.

Our government, the industry and the

LCBO are pleased to have played a

role in expanding export opportuni­

ties, and will continue to do so.

Taxpayers, citizens and users of government services expect

- in fact, demand - that these services be delivered in the

most efficient manner possible. With this in mind, our

government has encouraged the LCBO to become more

cost-effective and efficient, and this Annual Report shows

the LCBO is responding.

As Minister responsible, I, along with my colleagues in

government and staff, will continue to work closely with

the LCBO Board, employees and trade partners to ensure

this public asset is well managed and the Ontario public is

well served.

Sincerely,

Norman W. Sterling

Minister

Ministry ofConsumer and Business Services

OUR SIXTH STRAIGHT RECORD YEAR
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I am pleased to report that fiscal 2000-2001 was another

great success for the LCBO - our sixth straight record

year. We recorded the highest net sales in our history:

more than $2.7 billion, 7.1 per cent higher than the pre­

vious year. That we achieved this growth over the millen­

nium year - the celebration of the century - is a tribute to

all LCBO employees, in stores and behind the scenes .

Thanks to their efforts, and aided by effective retai ling and

merchandising and a robust economy, we also recorded the

highest dividend transfer in our history: $850 million to

the provincial government. That is 50 million more than

last year and $200 million more than my first year as

hair and CEO in fiscal 1990-199 1.
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We also collected $255 million in Provincial ales Tax in

fiscal 2000-2001, which means the LCBO gave its owners

- the people of Ontario - a total of $1.105 billion. This

is the third straight year our combined dividend and tax

contribution has topped $1 billion.

I am also proud that our Retail employees challenged more

than one million customers in fiscal 2000-2001, because

they appeared to be intoxicated or could not prove they

were of legal drinking age.

When I took the helm at the LCBO in 1991 , it had just

begun its transformation from control-oriented bureau­

cracy to progressive, customer-focused retailer. In the 10

years since, the LCBO has changed tremendously - for the

better, I think our customers would agree.

A great deal of the credit goes to Larry Gee, our Executive

Vice President and Chief Operating Officer. ince his

arriva l at the LCBO in 1988, Larry has imbued the organ­

ization with his passion for excellence in retailing, and has

steadily guided it according to his vision of what the

LCBO could be. Unfortunately for the LCBO, Larry is

sched uled to retire in fiscal 2001-2002 . We have begun the

search for his replacement, with internal and external can­

didates to be considered, but hi skill, vision and commit­

ment won't be easily replaced .

We are fortuna te to have a strong senior management

team; experienced Board Members who understand both

the opportunities and risks an organization such as ours

faces; a supportive government; and innovative trade part­

ners who work with us to provide Ontarians with products

to suit every budget and taste.



As much as the LCBO has reinvented itself over the past

decade or so, the need for further change is clear. We mu st

continu e to invest in all aspects of our business to make it

more responsive and efficient, whil e maintaining our

strong comm itme nt to social responsibili ty. We mu st

control expenses even as sales continue to grow. Last year,

in our drive to pro vide outstanding customer service, we

spent more than planned on retail salaries. This year, and

in the years ahead , we're looking at ways to increase cus­

tom er satisfaction whi le keeping our expenses in check.

Through our supply chain in itiative, we are now testing

measures to reduce stock handling, for example, whi ch

would free up staff to spend more tim e putting th eir

product knowl edge to good use with custo me rs.

We will continue to invest in renovating and relocating

sto res, to provide custome rs with more app ealing and

informative places to shop. Past investm ents in our retail

system have mad e a significant cont ribution to our prof­

itabili ty. We'll cont inue to train frontline employees, with

the goal of making each on e a customer service specialist,

and every customer an informed shopper. We plan to

upgrad e our point-of-sale system, which requires greater

functionality to speed up custome r transactions and better

reflect today's complex, fast-paced retail environme nt . We

also plan to expand and upgrade our Durham Logistics

Facility. While Logistics employees have improved produc­

tivity in recent years, moving more cases per hour at a

lower cost, the fact remains that our annual net sales have

increased by more than $ 1 billion since Durham op ened

in 1985. A significant investment is required if it is to

handl e the greater number of cases that now mov e through

the system.

By continuing to invest in our future, we believe we can

grow the business again in fiscal 200 1-2002 , to net sales of

$2.838 billion. While our proj ected growth rate of just

under 5 per cent is lower than in recent years, it is still

aggressive given the anticipated slowdown in the economy.

But the LCBO has consistently exceeded the growth rates

of most Canadian liquor juri sdictions, and of the Ontario

and Canadian retail secto rs, and we believe we can do so

again in fiscal 200 1-2002.

Effective Jul y 3, 200 1, the LCBO no lon ger regulates the

way other beverage alcohol retail ers op erat e in Ontario.

Up until that date, we had responsibi lity for regula tin g

Beer tor es, Ontario winery retail sto res, and on-site

brewery sto res and dist illery sto res in terms of th eir loca­

tions, ho urs of operations and merchandising practices.

The Alcohol and Gaming Comm ission of Ontario now

fulfills thi s role, and also regulates th e private delivery

of alcohol. This change allows us to focus on providing

the public with responsible, knowl edgeable, compelling

customer service.

Retailing in the new millennium is all about making life

easier for tim e-starved custome rs, and providing them with

th e information th ey need to make informed shopping

decision s.

Wheth er they are looking for the right wine to match

tonight's meal; seeking out a gift for a friend or famil y

member; planning a wedding or other large gathering; or

sim ply eager to learn more about beverage alcohol, roday's

LCBO is determined to become th eir ource for

Ente rtaining Ideas. And we will do so whil e upholding our

high standa rd of corporate citizenship, through our

hallenge and Refusal Program, our social responsibili ty

adve rt ising campa igns and ou r fundraisin g on behalf of

MADD Ca nada and other organi zations.

Our em ployees help ed us meet th ese goals in fiscal 2000­

200 1, and I am confident they will do so again in th e

fiscal year ahead .

Andrew S. Brandt

Chair and CEO

Toronto, Ontario

August, 2001

OUR SIXTH STRAIGHT RECORD YEAR •
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Customer Service Representatives Ted Felora, Rosa Matallo,
Dave Burley, Pragya Jain and Keith Moxam, of the LCBO
Queens Quay store in downtown TOronto.

The Liquor Conrrol Board of Onrario regulates the pro­

duction, importation, distribution and sale of alcoholic

beverages in Onrario.

The L BO is the largest single retailer of beverage alcohol

in the world, buying wine, spirits and beer from more

than 60 counrries for Onrario consumers and licensees.

To provide this service, the LCBO operates five regional

warehouses that supply 601 srores across Onrario.

Through this integrated distribution and retailing

nerwork, some 6,500 quality products are available ro

consumers, including wine, beer, spirit, coolers and

accessones.
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The LCBO also operates four VI TAGE stores, which

offer consumers a wide selection of fine wines and

premium spirits. VI TAGES products are also available in

12 VI TAGES boutiques and over 150 sections in regular

LCBO srores. They can also be ordered through any

LCBO outlet. Hundreds more premium products can be

ordered from each edition of the VI TAGE Classics

Catalogue, which is publi hed three times a year.

usromers can also obtain many other products not regu­

larly listed in Onrario through the LCBO Private rock

ordering program.

In parrnership with the LCBO, established retailers

operate 107 agency srores in communities without large

enough population bases ro supporr regular LCBO srores.

In the interests of consumer protection, the L BO con­

ducted some 330,000 tests on 13,785 differenr alcoholic

beverages this year. This Quality Assurance testing helps

ensure that all products sold by the LCBO and Brewers

Retail srores comply with the federal Food and Drugs Act,

as well as the LCBO's high standards for quality and taste.

For furrher information about LCBO products

and services, call the L BO roll-free Infoline at

1-800-0NT-LCB (668-5226). In Toronro, call

(416) 365-5900 or visit the LBO's two Internet sites:

www.lcbo.com (our corporate home page), and

www.vinrages.com (the VI TAGES home page).
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Our mission

The LCBO will be a custome r-inrense, performance-dri ven

and profitable retailer of beverage alcohol, support ing the

entertaining and responsible use of our products through

enthusiastic, courteous and kno wledgeable taff.

Our customers are the people who buy our pro ducts and

services. Our stakeholders include the people of Onrario,

their elected officials, our employees, our trade partn ers,

and groups that share our concern for public safety. To

serve their int erests, we:

• deliver qua lity products and services at competitive prices

• distribute our products and services through a variety of
retail formats and oth er sales channels, such as catalogues

• promote the responsible use of alcohol

• implemenr policies aimed at ensuring our workplaces are
safe and free of haras menr or di crimination

• control the importation, transportation, warehousing and
sale of liquor outside of licensed premises, together with
quality assurance and pricing, in a fair and imp arti al man­
ner. (T he authorization previously given by the LCBO for
Ontario winery retail stores, Beer tores, on-site brewery
and distillery retail stores, and liquor delivery was trans­
ferred to the Alcohol and Gaming Commission of
Ontario effective July 3, 200 1.)

To fulfill our respon sibiliti es to the governmenr and people

of Ontario, we:

• develop and implemenr program s and services aimed at
deterring the sale of beverage alcohol to persons who can­
nor provide valid proo f of age, who appear into xicated or

who are believed to be buying for either of these part ies

• maximize dividends to the Governmenr of Ontario

• enhance the LCBO's value to the Gove rnmenr of Onrario

• manage the L B 's business risks.

What is corporate
governance?

orpora te governa nce means the pro cesses and procedures

a cor porat ion uses to manage its business and affairs to

enhance shareholde r value. It includes ensuring the finan­

cial viability of the business, and the corporat ion's positive

relationship and dealings with stakeho lders .

ince 1995, the Toro nro and Mo nrreal rock Exchanges

have required listed companies to disclose their cor porate

governa nce practices. As an operational enrerprise of the

provincial govern menr, we are nor subject to these policies.

However, we believe that effective corporate governa nce

and accountability are essential to fulfilling our mandate,

and we have included this section to increase understand ­

ing of how we are governed.

Me mbers of LCBO's Board have responded to the need to

establish forward -looking policies for corporate governa nce

and to monitor these policie to ensure their effectiveness.

T he LCBO trives to meet the highest standa rds of both

cor porate governance and disclosure.

The Board

The mandate of the Board is to supervise the business

affairs of the LCBO. Among its most important responsi­

biliti es are:

• ensuring that the LCBO provides high quality service to
the publi c

• developin g and approving the strateg ic plan and monitor-
ing management's success in meetin g its business plans

• approving annual financial plans

• ensur ing that the organization remains financially sound

• assessing and managing business risks

• submitt ing an annual financial plan to the M inister of
onsumer and Business ervices

OUR SIXTH STRAIGHT RECORD YEAR •
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• ensur ing th e organization has com m unications pro gram
to inform sta keholde rs of significant business develop ­

ments

• ensuring that the LCBO performs its regulatory role in a
fair and imparti al manner.

Appointment of Members
to the Board

Me mbers of the Board are appointed by the Lieute nant

overnor, through Orders-in - ounci!, on the recommen­

dation of the Premi er and Minister of on sumer and

Business ervices. Members are appointed for a term of up

to five years.

T he LCBO provides new Members with a com prehe nsive

orientation program , which includes information about its

business, operations and current stra tegies and issue , and

visits to LC BO facilities. ew Me mbers also receive writte n

materials and meet with senior managem ent.

Responsibilities of
Board Members

Each Board Member has individual fidu ciary responsibili ty

for corporate governa nce, including:

• acting hone tly and in good faith in making deci ion s
with a view to th e best interests of the L BO and all its

stakeholde rs

• overseein g the managem ent of the busin ess and affairs of
th e LCBO

• avoid ing conflicts of int erest. Board Members may not

enter into arrangeme nts with the L BO for personal

gam

• having adequa te knowledge of the LCBO's busin ess,
how it is organized , and how it fun ctions

• attending Board meetings and seeking profession al
advice where necessary

• exercising judgm ent ind ependent of man agem ent

• prov idin g guidance on poli cy development.

• LeBO ANNUAL REPORT 2000 -2001

Strategic planning process

ince 1987, the L BO has had a five-year strategic plan­

nin g pro cess. T he pro cess begins with an ann ual strategic

planning conference whose purpose is to help define priori­

ties and goals over the five-year period and shape our

efforts over the sho rte r term. T he Board ap prove the cor­

porate strategies and reviews the obj ectives develop ed by

each division to achieve them. Performance appraisals are

tied to corpo rate and departm ental busine s plans: every

emp loyee up to the enior vice president level is a se sed by

how well he or she helps the L BO achieve its objectives.

T he strateg ic plan is sup po rted by our five-year capital

plan. For furthe r info rmation, please see T he Five-Year Plan

in Beyond the umb ers 2000-2 00 1: Ma nage ment 's d iscus­

sion and ana lysis of op erations.

Audit and Governance
Review Committee

T he Audi t and Gove rna nce Review Committee is com-

po ed of three Board Me mbers elected annually by the

Board. T he Committee ensures the reliab ility and accuracy

of the L BO 's financial stateme nts, help s co-ord ina te and

improve its intern al cont rol fun ctions, reviews and adv ises

on possible changes to the LC BO 's corpo rate governance

poli cies and practices, and ensures that the LC BO adhere

to sound corporate governance principles. T he Commi ttee :

• monitors th e Board 's activities and op erations

• reviews th e LCBO's policy and pro cedures manuals to

ensure that th ey describ e adequate and comme rcially

reasonable procedures and activiti es and set out appro­

priate cont rol and managem ent pro cesses

• reviews and makes recommendation to Board Me mbers

on the LCBO's stra tegic planning pro cess and the

appointme nt, training and monitoring of the perfor­

mance of its senior managem ent



• reviews the scope of the responsibilities of the LCBO's
Chair and CEO and the Members of the Board and
the limits of senior management responsibili ty and
makes recommend ations to the Members of the
Board accord ingly

• advises and counsels the L BO Ge neral Audit
Department

• in conjunction with the LCBO Ge neral Audit
Department, reviews the LC BO's int ern al cont rol

system , int ernal compliance aud its and the annual
bud get, and makes recommendat ions as requi red

• identifi es the principal risks facing the business and
reviews systems to manage these risks

• acts as a liaison among the Board, the LCBO's Ge nera l
Audit Department and the Provincial Auditor

• oversees the production of the Annual Report.

Th e Committee meets at least twice a year.

Ethics and business conduct

Th e Board is responsible for establishing and monitoring a

system for corporate governa nce, and for administering and

enforcing a code of conduct for business ethics.

Following a review of the LCBO's cor porate governa nce

practices, in March, 1998 , the Board approved a new

policy for the conduct of the business of the corporation,

including terms of reference and practices 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 int erest; confident iality; the outside

activities of employees, officers and Members of the Board ;

gifts and ente rtainment; and human right s.

H e a l t h and safety

T he Board approves an annual health and safety policy, and

ensures that regular meetin gs 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.

Corporate
governance

Store Planning and
Development Committee

T his is a staff committee which reports to the Board. It

reviews all real estate and leasing decisions and mak es rec­

ommendations to the Board. T he Committee meets

monthly.

Listings Committee

T his is a staff committee which reports to the Board . It

reviews all recommend ed Ge neral List applications to list

beverage alcohol in LCBO sto res, and makes recommend a­

tion s to the Board about these applications and about the

delistin g of certa in products. T he Committee no rmally

meets qu art erly.

Listings Appeals Committee

T his is a staff committee which reports to the Board. It

reviews all app eals of decisions denying listing applications

and delistin g beverage alcohol products and makes recom ­

mend ations to the Board. T he Committee meets quarterly.

Relationship
with government

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

accounta bility. In the case of the LCBO, an operational

ente rprise of the Ontario government, several of these func­

tion s are performed directly by government. T his includes

appointment of the C hair and CEO . In mak ing major

policy decisions, the Board often invites input from the

provincial govern ment and other stakeholders and takes

into account government policy objectives.

OUR SIXTH STRAIGHT RECORD YEAR •
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Agency stores: op erated by established
retailers in com muni ties with out the popu­
lation ro supp orr regular L BO or Beer

rores. At the end of fiscal 2000-200 I ,
th ere were 107 agency tor es, most in

orr hern Onrario.

AIR MILES Rewards: a loyalry program
op erat ed in Ca nada by Loyalry (
Managem enr roup anada Inc. that
allows par ticipating L BO cusromers ro
earn travel and other rewards - such as
movie passes, car renrals or long distan ce
calls - by making purchases from the
LCBO and other parti cipating sponsors.
AIR MILE is a rrademark of AIR MI LE
Int ern ation al Holdings .v., used under
licence by Loyalry Managem enr G roup

anada Inc.

Alcohol and Gaming Commission of
Ontario (AGCO): a regulatory body of
the Onrario governmenr responsible for
the administr ation of the Gaming Control
Act, th e Liqu or Licence Act and the Wine
Content and Labelling Act. Among other
things, it regulates the sale and service of
liquor in licensed premises and at Special

ccasion Permit evenrs. T he authorization
previously given by the LCBO for Onrario
winery retail tores, Beer rores, on -site
brewery and d istillery retail stores, and
pr ivate liquor delivery was rransferred ro
the A Jul y 3, 200 I.

Brewers Retail Inc. (BRI): a private
company owned by three Onrario brewer
(Labarr, Mo lson and leeman), wh ich sells
domestic and foreign beer and related mer­
chand ise through 43 1 Beer rores located
in 231 com munities across Onrario.

Brewery store (on-site): a retail srore
operated by a brewer at its manufacturing
site. There are 36 on -site brewery srores.

BYID (Bring Your Identification)
card: a tamper-resistant photo 10 card
i sued by the LCBO, and accepted as valid
proof of age in all L BO and BRI srores
and licensed esrab lish rnents . ards can be
obtained with proper identification and a
$ 15 fee. Applications are available at all
L BO srores.

Challenge and Refusal: an L BO
ocial responsibili ry pro gram in all rores

that helps ensure beverage alcohol is no t
sold ro minor , ro per on s who appea r
intoxicated , or ro anyone makin g purchas­
es on behalf of these tw o groups.

Check 25: an LCBO social respon sibili ry
program whereby anyon e app earin g ro be
under the age of 25 is rourinely asked for
identi fication by Retail staff.

Classics Catalogue: published thr ee
tim es a year by VI TA,F , each ed ition
offers hundreds of premium quali ry spirits,
critically accla imed win es from old er vin­
tages and sought-a fter select ions from
smaller producers and esta tes.

Combination or "combo" stores:
these sell a full variery of domestic beer in
every size, as well as regular LCBO prod­
ucts. This form at origin ated as a cusromer
service initiative in smaller, usually rural
cornrnunitie where there are no Beer

rores. Regular LCBO srores mainly sell IX­

packs of elected domestic and imporred
beer.

Consignment Warehouse: a program
tha t allows agenrs/s uppliers ro bring prod ­
ucts not regularly sold at LCBO retail
srores ro an L BO warehouse ro be held
for sale. Licensed suppliers' agenr are
responsible for finding bu yers for the e
products; suppliers are not paid unri l the
pro duct is sold .

CSR: an LCBO C usromer ervice
Repre sentative, trained ro offer helpful,
knowl edgeabl e and socially responsible
service.

Distillery store (on-site): a retail store
operat ed by a distiller at its manufacturing
site. There are thre e on -site distill ery
srores.

Duty-free shop: a retail shop locat ed at
an inrern ational airpo rr in Ontario, or a
bridge, runnel or land-border exit from
Onrario, licensed by the anada usrom s
& Revenu e Agency ro sell items free of
dutie and taxes, and aurho rized by the
LCBO ro sell beverage alcohol. Du ty-free
shops are privately operated and regulated,
as regards the sale of beverage alcohol , by
the LC BO .

Embassy or Official Government
Sales Discount: a discounr on beverage
alcohol pro vided by the LCBO ro foreign
embassies, consulates, trad e mission s and
other dip lomatically staffed foreign institu­
tion s recognized as such by Foreign Affairs
and Inrern ational Trad e Ca nada . They may
purchase imporred beverage alcohol prod­
ucts through the LBO's Private O rdering
Department at a discounr for officia l use
within the institutions, comparable to dis­
counrs that foreign governmenrs provide
ro Ca nad ian diplomatic institutions
abroad.

Flavoured wine drinks: varietal wine s
mixed with essences of frui t and/ or lightl y
carbonated.

FOOD & DRINK: the LBO's free maga­
zine, published six tim es a year ro help
cusromers enre rrain respon ibly and with
ease.

Fortified wine: wine such as Port,
Sherry and Madeira , who se alcohol level
has been "fortified" by the addition of
spi rits.

General List: a list o f products regularly
available in LCB srores.

Icewine: a desserr wine made from
grapes - most oft en Vid al or Rie ling - left
on the vine unril they freeze solid . Once
the grapes are picked, ice crystals are
removed, leaving behind an inrensely
sweet , concentrated juic e oft en called
"liquid gold. " Onrario Icewin es are wid ely
conside red th e best in the world, winning
award after award in op en competitions.

IMAGE program: pro vide LCBO sup­
pliers the opporruni ry ro purchase display
space ro promote their products in selected
srores during 13 four -week periods.

LCBO Private Stock Program: enables
LCBO cusrome rs ro obtain beverage alco­
hol products that may not be listed for sale
in LCBO retai l srores. Ind ividuals can
ord er case lots from anywhere in the world
as long as the supplier will sh ip th em ro
the LCBO.
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Licensee: th e hold er of a licence to sell
beverage alcoho l to the public at licensed
premises, issued by the Alcohol and
Ga ming Comm ission of Ontario under
the Liquor Licence Act.

Limited Time OHers (LTOs): month­
long price discounts of up to 20 per cent
on selected beverage alcohol products.

Liquor Control Act: provincial legisla­
tion passed in 1927 th at gives the LCBO
broad powers to cont rol th e transporta­
tion , sale and delivery of beverage alcohol
in Ontario.

Microbrewery: a brewery tha t produces
less than 100 ,000 hectoli tres of beer annu­
ally.

POS: the point-of-sale system used in
LCBO stores. It help s speed up every sales
transaction in LCBO sto res; tran smits vital
inform ation on inventory mo vement to
Head O ffice; and facilitates debi t/cred it
authorization and oth er inte rfaces with
financial institutions. Ne w full-screen dis­
plays also help promote custo mer services,
such as the AIR MILES Rewards program,
and transmit social responsibili ty messages.

Product consultants: LCBO employees
whose expert knowl edge of win es, spirits
and beers helps them inform custo mers
and colleagues about every aspect of bever­
age alcohol. As of March 3 1, 200 1, there
were 129 product consultants in our
stores.

Product Knowledge
Correspondence Course: a th ree-level
employee train ing pro gram mandatory for
all LCBO Retail staff. T he program is also
available to the publi c at a cost of $80.
C D- RO M versions of Levels I and II are
now available; Level III is in development.

Quality Assurance: th e department of
the LCBO respon sible for testin g products
for safety and analytical pu rposes. It also
conducts chemical tests and taste assess­
ments for outside agencies, such as other
beverage alcohol regulators or retailers or
the Vintn ers Quality Allian ce [ ee VQA ]
and assists in confirming wheth er products
seized by enforcement agencies were ille­
gally manu factured or smuggled into
Ontario.

SMAART (Strategies for Managing
Age and Alcohol-Related Troubles):
LCBO's comprehensive video-based train ­
ing pro gram designed to educa te staff
about responsible service and related judg­
ment calls, alcohol issues and how to han ­
dle probl em custome rs. All employees who
serve th e public are required to take
SMAART training.

Source for Entertaining Ideas: th e
brand vision of the LC BO, designed to
position the organi zation in the eyes of
custo me rs - and employees - as the place
where Ontarians can find a full range of
products and services to help them ente r­
tain easily and responsibly.

Special Occasion Permit: a on e-tim e
permi t issued under the Liquor Licence Act
by the AGCO and available in selected
LC BO sto res. It allows hold ers to serve or
sell beverage alcohol at a specific locat ion
which is not a licensed establishme nt or a
private place or residen ce.

Spirit cooler: a mixture of spirits and
soft drinks or fruit jui ces. Wine- and beer­
based coolers are also sold in LCBO sto res.

Strategic scorecard: a strategic man ­
ageme nt tool the LCBO uses to gauge its
pro gress again st targets in key areas such as
custo me r satisfaction, social responsibility
and finan cial performan ce.

Supply chain management: thi s term
appli es to all components of the product
ord erin g and delivery system from the
time ord ers are placed with suppliers to
wh en the product arri ves on sto re shelves.

U-Brew/U-Vint/U-Ferment: privately
operated service outlets, licensed and regu­
lated by the AG CO, that provide cus­
tom er with ingredients, equipme nt and
expert ise to make their own beer or wine
at th e shop.

Value-adds: bonus items attac hed by
suppliers to a liquor product sold in
LCBO sto res.

Varietals: wines made from parti cular
grape varieties, as opposed to blend s.
Well-kno wn red varierals include Cabernet
Sauvigno n and Merlot; popular white
varietals includ e C ha rdonnay, Sauvigno n
Blan c and Riesling.

VINTAGES: the fine wine and spi rits
division of the LCBO. It offers an ever­
cha nging assortment of prem ium produ cts
of unusual nature, limited production
and/or niche market int erest.

VQA: Vintners Quality Alliance (VQA)
designation awarded to Ontario and B.C.
win es of superior quali ty that meet strict
wine-ma king and taste standa rds, mod eled
on "Appellation of Origin" systems used in
othe r win e-producing count ries. VQA leg­
islation has repla ced the voluntary system
in place since 1988.

VQA Ontario: a non -profit co rpo rat ion
designated by the provincial governme nt
under the VQA legislat ion to control the
use in Ontario of specified terms, descrip ­
tion s and designations of wine, and to set
qu ality standa rds for wines to which these
terms, descriptions and designations are
applied .

Wholesale channel: refers to the
LCBO's sale and distribution of liqu or to
liquor retail ers such as licensees, BRI ,
agency sto res and du ty-free sto res.

Winery retail store: a retail sto re op er­
ated by an Ontario wine ry.T here are two
types of win ery retail sto res: "on-s ite"
sto res at th e win ery th at may sell onl y
win e made by the winery at that location ,
and "off-site" sto res th at may sell onl y
win e mad e by the win ery. Du e to int ern a­
tion al trad e agreeme nts, the number of
"off-site" sto res is capped. T here are a total
of 364 winery retail sto res in O ntario.

WOW 2000 - From Vines to Wines:
a training pro gram designed by the LC BO
and trade partners to increase employees'
knowl edge of Wonderful Ontario Wi nes
(W OW) . It gave every LC BO em ployee
the opportuni ty to visit Ontario wineries,
to see first hand how domestic wines are
made.
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The LCBO senior management team. Front row, from left to right: Bill Kennedy, Executiue Director.

Corporate Communications; Jackie Bonic, VP Store Development 6-Real Estate; Nancy Cardinal,

VP Marketing Communications; Larry Gee, EVP 6- COO; Mary Fitzpatrick, Senior VR General Counsel

6- Corporate ecretary; Barry O'Brien, Director, Corporate Affairs. Back row: Ian Martin, Senior VP

Logistics; Gar Sherwood, Senior VP Retail; Hugh Kelly, Senior VP InfOrmation Technology; Murray Kane,

Senior VP Human Resources; Tom Wilson, VP VINTAGE; Larry Flynn, 'enior VP Merchandising.

Absent: Alex Browning, Senior VP Finance 6-Administration; Gerry Ker. Director, Corporate Policy;

helley Sutton, Director, Strategic Planning.
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Beyond the
nu ers 2000-2001

MANAGEMENT'S DISCUSSION AND ANALYSIS OF OPERATIONS

This section of the report explains the finan cial results of

the LCBO for the past year and provides background for

evaluating its performance. Canad ian securities regulations

require publi c compan ies to include a discussion of op er­

atin g results in the annual report, along with annual finan­

cial statements . As a pro vincial govern me nt op erational

enterpri se, the LC BO is not subject to th ese regulations.

However, we've included thi s discussion to increase under­

stand ing of our op erat ions and ensure full disclosure of

our result s to the wid est possible audience .

Hi 9 h Ii 9 h t S (va lue in $OOOs)

1999-2000 2000-2001

Dividend to government $800,000 $850,000

et sales and other income $2,549,458 $2,734,937

Per cent increase 8.5 7.3

Operat ing expen ses $4 14,86 1 $468,090

er income $845,694 $876,2 72

Per cent increase 4.5 3.6

H ig h e r dividend to
gov e r n m e n t for the
se v e n t h straight year

We transferred a record $850 mill ion dividend to govern ­

ment in 2000-2001 , a $50 million increase over last year.

Thi s is the sevent h stra ight year we've increased our

dividend.

The following tab le gives a 10-year history of the LCBO

dividend to the province of Ontario.

T he dividend hit a low of $585 million in 199 3-1994 but

has been steadily increasing ever since . T his can be att rib­

uted to LCBO retailin g and merch andising initiatives such

as new sto re form ats and store improvem ents, a dynam ic

product portfolio , staff training, application of technology,

integrated marketing, the introduction of debit/credi t

cards, AIR MILE Rewards and year-round Sunday op en­

ings, as well as overall improved economic cond itions.

Billion dollar payout

T he LCBO dividend do es not include Provin cial Sales Tax

(PST), whi ch amounted to $255 million in 2000-2 00 1. If

you combine th e dividend and the PST we collected , the

LC BO broke the billion-dollar mark for the third straight

year, giving our owners - th e Govern me nt of Ontario -

a total of $ 1. 105 billion. T his is just over 6 per cent more

th an last year. T he LCBO also remitted $7 9 million to th e

federal govern me nt in GST and $3 .7 million in property

taxes to municipal govern me nts .

T he charts on th e next page show the breakdown of $ 1 in

net sales, and how LC BO profits are shared between

various levels of govern me nt .

Dividend

($OOO,OOOs)

91/92 92/93 93/94 94/95 95/96 96/97 97/98 98/99 99/00 00/01

$675 $615 $585 $630 $680 $730 $745 $780 $800 $850
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Breakdown of $1 in net sales LeBO Payments to Government

Admin . & Other 1.8%

Capital 1.5%

Retail 14.2%

Dividend 31.3%

Product Cost 51.2%

Local

PST

Federal

Dividend

0.2%

17.4% - ---+--.;.,;0;

58.0% -----':;:-.:-!:-~~

Sales set new record

Against a background of strong consumer confidence and

a robust Ontario economy, and despite a cool and wet

summer season, LCBO net sales rose $180.7 million last

year,.or 7.1 per cent, to $2.714 billion.

The LCBO, along with the Societe des Alcools du Quebec

(SAQ), continues to lead liquor jurisdictions in Canada in

volume and value growth. LCBO volume sales grew by

6.2 per cent (SAQ 5.8 per cent) while dollar sales grew by

7.1 per cent (SAQ 8 per cent). A portion of the SAQ's

growth was driven by aggressive discounting and a signifi­

cant expansion of its store network.

On a broader national level, total retail-sector sales grew

5.3 per cent between 1999-2000 and 2000-2001.

According to Statistics Canada, Ontario outperformed the

national average with retail sales growing by 6.9 per cent.

LCBO efforts have produced a sales increase of 7.1 per

cent , outperforming total retail sales growth on both the

national and provincial levels.
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Sales growth strong in
all LeBO retail regions

All four LCBO retail regions experienced strong sales

growth in fiscal 2000-2001, as the following map shows.

• Central Region 6.8%

• Western Region 6.9%

• Eastern Region 6.7%

• Northern Region 4.7%



Retail and wholesale
sales both strong

For compararive purposes across sales channels, including

rerail and whol esale channels which are subjecr ro differenr

discounr programs and taxes, gross rerail sales (including

all taxes) are compared. LCBO rerail sales, which we

define as sales ro home consumers, grew by 6.9 per cenr

over lasr year and accounr for 80.4 per cenr of rhe LCBO's

roral gross sales, amounring ro $2.56 billion.

Gross sales rhrough whol esale channels also grew srrongly

lasr year, by 7.8 per cenr . Onrarians conrinue ro enjoy

earing our and parronizing licensed esrablishme nrs, as

reflecred in rhe 5.8 per cen r increase in LCBO sales ro

licensees, accounring for 13.2 per cenr of roral LCBO

gross sales. Sales ro Brewers Rerail Inc. (BRI) increased

by 17.3 per cent, highlighring rhe conrinuing growrh in

rhe sale of imporred beer. Sales ro BRI accounred for 4.1

per cenr of roral LCBO gross sales. Sales ro agency srores

accounred for 1.1 per cenr of roral sales whil e sales ro

dury-free operarors accounred for 1.1 per cenr of roral

sales in fiscal 2000-200 1.

In all, wholesale sales accoun red for 19.6 per cenr of roral

LeBO sales, up from 17.9 per cenr five years ago.

Breakdown of LCBO Sales 1996·1997

Other Sales

Agency Sales 1.0%

Duty-Free 1.3%

Brewers Retail Inc. 2.1%

Licensee Sales 13.4%

Retail Sales 82.1 %

Beyon
t e num ers

LeBO in shared marketplace

The LCBO operares in a shared markerplace along wirh

orher rerailers of beverage alcohol, including BRI , Onrario

win ery rerail srores, on-sire brewery srores, agency stores,

duty-free operarors and on-sire disrillery srores. T here are

currently 1,55 7 outlets selling alcohol in Onrario.

H ere's whar rhe marker looked like ar March 31 , 200 1

(percenrages have been rounded):

• 601 LC BO srores (39 per cenr of all outlets)"

• 43 1 Brewers Rerail srores (28 per cenr of all outlets)

• 364 Onrario winery rerail srores (23 per cenr of all
outlets)

• 107 agency srores (7 per cenr of all outlets)

• 36 on-sire brewery srores (2 per cenr of all curlers)

• 11 land border-poinr duty-free srores (0.7 per cenr of all
outlets)

• 4 airporr duty-free srores (0.2 per cenr of all outlets)

• 3 on -sire disrill ery srores (0.1 per cenr of all outlets).

*If you combine rhe LCBO's 601 srores and Ontario 's 107

agency stores, rheir marker share of rerail outlets is approx­

imarel y 45 per cenr.

Breakdown of LCBO Sales 2000·2001

Other Sales 0.1 %

Agency Sales 1.1%

Duty-Free 1.1%

Brewers Retail Inc. 4 .1%

Licensee Sales 13.2%

Retail Sales 80.4%
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Changes in market share

The total Ontario beverage alcohol marketplace amounted

to approximately $7 .2 billion in gross sales in 2000-200 1.

The LCBO's market sha re by value has risen from 38.8

per cent in 1996-1997 to 44.2 per cent in 2000-200 1.

Winery retail tore sales have maintained a market share

of 2.1 per cent since 1996-1997. BRI's market sha re

decreased from 34 .3 per cent in 1996-1997 to 33 .2 in

2000-200 1.

By volume, LCBO's market sha re rose 6.6 percentage

points between 1996-1997 and 2000-200 1, from 2 1

per cent to 27 .6 per cent . Winery retail sto res increased

their market share from 2.2 per cent to 2.4 per cent over

the same tim e period, whil e BRI fell from 67 per cent to

64.6 per cent .

LeBO percentage of market share
(by number of outlets)

Illegal competition

ince 1993-1994, the estima ted size of the illegal market

in Ontario has been falling stead ily. In 2000-2 00 1, illegal

alcohol accounted for an estima ted $4 06 million in sales,

or approximately 5.7 per cent of th e total Ontario bever­

age alcohol market. T his is down from the estima ted

$4 56 million or 6.6 per cent in 1999-2000, and the e ti­

mated $62 0 million or 10.3 per cent market share in

1996-1997. T his declin e is du e largely to cont inuing

public ed ucation about th e health ri ks of cons uming

illegal alcoho l; custo mer service ini tiatives - such as

Sunday op enings, cred it/debit card payment options and

upgraded sto re form ats - tha t have helped draw customers

back to legal channels; and the efforts of law enfo rcement

agencies to curb thi s problem .

Income statement
Duty-Free & Other 1%

On-site Brewery Stores 2%

Agency Stores 7%

Ontario W inery Stores 23 %

LeBO Stores 39 %

Brewers Retail Stores 28 %

Net income up
$30.6 million

Net income for fiscal 2000-2 00 1 was $87 6 million.

T his was more than $3 0 million higher th an last year,

representing a 3.6 per cent increase.

U-Brew and U-Vint market

In 2000-2 00 1, the U- Brew and U-Vint market is

estima ted to have fallen in market sha re from 11.3 per

cent in 1999-2000 to 10.9 per cent in 2000-2 00 1, just

slightly high er than its 1996-1997 sha re of 10.8 per cent .

Although the number of U-Brew and U-Vint establish­

ments continues to grow in th e province, the custo mer

service, marketing and product kno wledge efforts of

the LCBO, win ery retai l sto res and BRI app ear to have

repatriated a portion of th e market share of thi s channel.

ANNUAL REPORT 2000·2001

T he net-in com e-to-net-sales ratio was 32 .3 per cent ,

just short of the 2000-200 1 target of 33.5 per cent .

ur expense-to-net-sales rat io was origin ally forecast at

16.2 per cent bur came in at 17.2 per cent in fiscal 2000­

200 1. More detail is provided in th e section on produc­

tivity ratios.

T he net sales growth of 7.1 per cent was impressive, espe­

cially in ligh t of last year benefiting from the millennium

celebrat ions. However, it did no t meet th e aggressive target

of 8.2 per cent set at th e end of last year because of a poor

summer in term s of wet and cool weath er, which had a

dampening effect on sales of beverage alcoho l.



Gross margins

Gross margin as a percentage of net sales for 2000-2001

was 48.8 per cent, slightly below last year's 49.1 per cent,

and below the target of 49.2 per cent . T he margin declin e

reflects the cont inuing shift in th e product mix away from

spirits and towards beer and win e. For every dollar of net

sales, our gross margin return on spirits is $0.57 . On win e,

it is $0.50 and on beer $0.32 . Beer and win e now repre­

sent 51 per cent of total net sales, up from 50 per cent

last year and 47 per cent five years ago. T he increasing

strength of beer and win e in th e product mix means an

ever greater proportion of our incr emental sales dollars

comes from the sale of lower-margin products.

Beyond
e num ers

The growth in the wholesale market also cont ributed to

the lower gross margin ratio , du e to th e discounts prov i­

ded on these sales.

Productivity ratios

To track expenses and see where improvements are needed,

the LeBO sets targets for many productivity ratios each

year. For example, the sto re-expenses-to-sa les ratio shows

wha t percentage of net sales is needed to pay retail expenses

such as salaries, rent and other expenses . A decl ining salary

expenses-to-sa les ratio means that staff are becomin g mo re

prod/Llctive.

Productivity increased and the cost per case handled decreased thisyear at Durham Logistics Facility, which moves some30 million
cases ofbeverage alcohol a year. Left to right are Warehouse Worker Tim Anderson; Director Bruce Pizzolato; Warehouse Worker
Eddy Tbam; Warehouse Worker Joe Sousa; Warehouse Receiving Clerk Pauline Graham; and Vic Araujo, General Manager,
Operations.
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The LCBO did not meet certain retail productivity targets

set at the end of fiscal 1999 -2000. A number of unfore­

seen factors affected the expenses of operating the retail

network. In our drive to provid e compelling customer

service, particularly at holiday tim e when customers seek

mo re advice on products, and enhanced services such as

gift wrapping, we did not achieve optimum staffing levels.

We have taken note of this and are makin g adjustments

where possible to bring expenses under cont rol. Also,

under a new collective agreement, the pay rate for union­

ized casual staff on undays was increased , as was the rate

paid on C hristmas Eve and ew Year's Eve to regular

employees. T hese increased staffing requirements and

salary costs resulted in missed targets. However, sales per­

form ance was excellent, as indi cated by the overall increase

in tot al sales and income, and the increases in the sales­

value-per-customer and the sales-per-square-foot produc­

tivity ratio s.

From the logistics side of the business, four of the seven

productivity targets were met or bett ered. Only the freight

productivity ratio s were slightly off target (although in line

with last year), owing to increased fuel charges, increased

container traffic and increased deliveries to the sto re

system.

Store salaries to sales: Both the number of staffing

hou rs and the rate at which employees were paid were

underestimated in fiscal 2000-200 1. As a result , we missed

our target of 7.2 per cent, coming in at 7.9 per cent .

Store expenses as a percentage of sales: Store

expenses increased owing to the high er salary costs noted

above, and to higher-than-expected lease costs, utili ties and

property taxes. T his resulted in a ratio of 11 per cent,

missing the target of 9.9 per cent.

Store salary per unit sold: Increasing salary costs

result ed in our missing the target of $0.79, coming

in at $0.87 .
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Store expenses per unit sold: T he target of $ 1.09 was

missed , coming in at $ 1.22. T his reflects the increases in

the sto re-expenses ratio.

Unit sales per hour: Ca me in at 25 .5, missing the

target of 27 .9. T his reflects the higher than budgeted staff

hours in the retail system.

Sales per customer: Up from last year's $27 .19 to

$27 .86, bur missed the target of $28 .8 1.

Sales per square foot: Up from last year's $ 1,674 to

$ 1,693, exceed ing the target of $1 ,680.

Retail - Financial & Operating Highlights

96-97 97-98 98-99 99-00 00-01

Sto re salaries

to sales 8.0 % 7.8% 7.8% 7.6% 7.9%

Store expenses
as % of sales 11.1 % 10.8% 10.6% 10.5% 11.0%

Store salary
per unit sold $0.86 $0.84 $0.85 $0.84 $0.87

Store expenses
per unit sold $ 1.19 $ 1.16 $ 1.16 $ 1.17 $ 1.22

Unit sales

per hour 24 .5 25.4 25 .8 25.7 25 .5

ales
per customer $25 .28 $25 .75 $26.19 $27.19 $27.86

Sales per

square foot $ 1,365 $ 1,452 $ 1,54 6 $ 1,674 $ 1,693



Salary cost per case: Met the $0.73 target , matching

last year's value.

Warehouse cost per case: Bettered the target of $0.92

and bettered last year, coming in at $0.90.

Logistics cases per hour: Bettered both the target of 62

and last year's 6 1, coming in at 63 cases per hou r.

Logistics cost per case handled: Decreased by $0 .02

per case compared to last year and compared to target ,

surpassing expectations.

Freight expense per case: Slightl y above the target of

$1.15 at $ 1.16.

Inbound freight as a percentage of sales: The sam e

as 1999-2000 at 2 per cent but slightly below the target of

1.9 per cent.

Outbound freight as a percentage of sales: The

same as 1999-2000 at 0.6 per cent bu t slightly below the

target of 0.5 per cent.

Logistics - Financial & Operating Highlights

96-97 97-98 98-99 99-00 00-01

alary cost
per case $0.82 $0.74 $0.74 $0.73 $0.73

Warehou e cost

per case $ 1.10 $0.98 $0.91 $0.93 $0.90

Logistics cases

per hour 51 55 59 61 63

Logistics cost
per case
handled $0.70 $0.63 $0.58 $0.59 $0.57

Freight expense

per case 1.22 1.15 $ 1.07 $ 1.13 $ 1.16

Inbound freight
a % of ales 2.1% 2.0% 1.9% 2.0% 2.0%

utbound freight
a % of sales 0.5% 0.5 % 0.5% 0.6 % 0.6%

Beyon
t e num ers

Expense targets

T he administrative expense ratio fell from 1.5 per cent in

1999 -2000 to 1.3 per cent in 2000-200 1. T his is below

the target of 1.4 per cent set for the fiscal year.

Operating expenses increased by $53.9 million in 2000­

200 1. The increase in operat ing expenses reflects enhanced

customer service initiatives, such as free gift wrapping, and

add itional staff required to meet the dem and for product

knowl edge and advice that custo mers are seeking. T he

add itional retail staff requirements, coupled with their

add itional salary costs, led to the increase in operatin g

expenses.

Operating expenses as a percentage of net sales grew from

16.3 per cent in 1999 -2000 to 17.2 per cent in 2000­

200 1.

Othe r income

This category includes items such as parking revenu es,

Special Occasion Permits, airlin e markups and invest­

ment income. Other income in fiscal 2000-2 00 1 was

$2 0 million, up from last year's $ 15.8 million .

Balance sheet

Liabilities

Liabilities, consisting of accounts payable, rose from

$22 1.2 million in 1999-2000 to $24 9.4 million in

2000-2001 .
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Year-end inventory

Year-end invenrory was up from $255.4 million in 1999­

2000 to $260.6 million in 2000-200 1. Total invenrory

turns rose from 5.2 in 1999-2000 to 5.3 in 2000-2001 ,

just under th e target of 5.4 .

Changes in our
financial position

Our cash position increased from $3 1.1 million in 1999­

2000 to $48 million at the end of 2000-200 1.

Capital Expenditures
(values in $OOOs, numbers rounded)

96/97 97/98 98/99 99/00 00/01

Retail 8,110 13,008 17,730 23, 112 39,984

Information

Technology 8,720 8,472 17,83 4 24,895 7,375

Logistics 782 1,21 3 1,658 1,760 2,066

Marketing

Programs 1,55 4 1,989 2,558 2,434 1,231

Other
Administrative

Divisions 24 8 91 7 1,179 1,463 2,4 09

Systems

Improvemenrs fA 808 2,624

Total Capital

Expenditures 19,414 25,599 40,959 54,472 55,689

Most capital expend itu res occur at the retail level, as we

conrinue to upgrade and improve retail outlets in keeping

with our five-year strategic plan of making the LCBO the

Source for Entertaining Ideas .
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T he slight increase in capital spending between 1999-2000

and 2000-2 00 1 reflects the LCBO's investment in needed

improvemenrs in the retail system, including updati ng the

point-of-sale system in sto res.

Continuous innovation

Our success as a retail er is du e to conrinuous inn ovation .

In the past year we inrroduced new products and services

and increased staff knowledge to better service our cus­

tomers. We have also tailored new sto res to better uit

their markets. Our number one goal is to provide com­

pellin g customer service.

The five-year plan

To meet our goal, we've developed a five-year capital st rat­

egy to allow us to:

• conrinue to succeed in the changing beverage alcohol
market

• increase custo mer satisfaction and remain the beverage

alcohol retai ler of choice

• maximi ze returns to Onrario taxpayers by generati ng

increased dividends to the nrario govern menr.

Fiscal 2000-2 00 1 was the third year of the cur renr five­

year plan. T he original plan calls for $25 1 million in

capital spending over five years with just over 95 per cenr

spenr on op erations - th e eleme nrs that custo mers see and

experience . We expect an average dividend of $841 million

each year under the plan , or tran sfers of $4 .2 billion over

the five years.

Looking ahead

ales for fiscal 200 1-2002 are forecast to increa e by 4.6

per cenr or $ 124 .2 million to $2 .84 billion. T he forecast

in net sales is more conservative than for fiscal 2000-2 00 1,

reflectin g the probabili ty of a slowing of the provincial

economy.



As we enter the fourth year of the plan in 2001-2002, we

look to the past year to identify areas for improvement,

focusing on the cost side. To better control salary costs in

the next fiscal year, a review of scheduling for staff hours

will be undertaken, and summaries of staff hours by all

staff members will be consolidated and reviewed on a

weekly basis.

Our product costs as a percentage of net sales are projected

to rise slightly from 51.2 per cent in 2000-2001 to 52 per

cent in 2001-2002.

Seyon
t e num ers

Volume sales are expected to increase by 2.8 per cent next

year. Gross margin is expected to continue its decline

under the combined market pressures of a changing mix of

product and flat markup rates, and come in at 48 per cent.

This will drive net income down to 31.3 per cent of net

sales as net income increases slightly by 1.3 per cent from

$876 million to $888 million.

OUR SIXTH STRAIGHT RECORD YEAR •
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Our dividend to the Government of Ontario should

increase for the eighth consecutive year to $875 million,

up by $25 million or 2.9 per cent. Having achieved an

$850 million dividend in fiscal 2000-2001, we have now

transferred an additional $99 million over plan in the first

three years of the current five-year plan.

Our expense-to-net-sales ratio was originally forecast at

16.2 per cent bur came in at 17.2 per cent in fiscal 2000­

2001. This ratio is forecast to come in at 17 per cent in

2001-2002, as a result of cost containment and efficiency

measures.

Many LCBO stores now offer attractive gift displays and free gift wrapping. Advertising and in-store displays remind Ontario
consumers the LCBO is a convenient gift sourcefOr holidays, birthdays and other occasions. As a result ofthese marketing effirts,
and strong support from our suppliers, gift sales rose 51 per cent last year to $74 million.

ANNUAL REPORT 2000-2001



MISSION

BRAND VISION

PERSONALITY

OBJECTIVES

STRATEGIES

Beyon
t e num ers

Long-Term Strategic Plan 1998 - 2003

The LCBO will 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.

THE SOURCE FOR ENTERTAINING IDEAS

Knowledge Fun ! Inspiring Friendly I Caring
Source , i

1. To incr ea se customer satisfaction .

2 . To promote the responsible use of beverage alcohol.

3 . To maximize returns to Ontario taxpayers by generating a total of $4.2 billion in

dividend transfers over five years .

1. Define, develop and implement Compelling Customer Service .

2. Implement a Whole Branding Strategy.

3 . Provide seamless service at the lowest cost while maximizing productivity and

customer satisfaction .

4 . Invest in technology as an enabler.

5 . Have the right people in the r ig ht place w ith the ri ght attitude and skills .

6. Target customers who provide the greatest returns .

7. Secure the support of key stakeholders, particularly those who look to the LCBO for

leadership in social responsibility.

COMPETITIVE ADVANTAGE

Knowledge drives information and entertainment,
which deliver compelling customer service

OUR SIXTH STRAIGHT RECORD YEAR •
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MISSION: TO PROVIDE OUR CUSTOMERS

WITH AN EXCEPTIONAL SELECTION OF

QUALITY WINES AT AFFORDABLE PRICES.

• CBO ANNUAL REPORT 2000-2001

The Wines Category continued to grow despite the return

of Champagne sales to pre-mi llennium levels, with value

sales rising 4.5 per cent to $733 million.

Three key segments pushed this growth, according to

Category Director Tamara Burns: red wine, premium price

bands and wines from Australia.

Hot down under

"Australia is now a marquee player in the Ontario market,"

says Burns .

Australia benefits from an overall trend toward ew World

wines, which now account for 55 per cent of Wines

Category sales, compared to 48 per cent in 1995. Their

growth can be attributed to consumer preferences for red

wines - especially varietals, which are made mostly from a

single grape variety that is identified on the label - and for

wines in premium price bands that offer good value for

money.

Litre sales of Australian reds grew by 44 per cent and were

especially strong in the $10 to $15 price band, growing by

50 per cent.

Especially popular were wines made from the grape hiraz

- known as yrah in France and California.

Australian whites did well too, with litre sales growing by

17 per cent. Many producers of popular Australian reds

also make good whites and customers are willing to try

them, based on their positive experiences with the reds.

White wines in general are holding their own , Burns notes,

increasing slightly in volume (0.3 per cent) and value (0.8

per cent) over last year. "Given how popular reds are right

now, any increase in whites is impressive. "



Reds now hold 43 per cent of the Ontario wine market in

value sales; whites hold 39 per cent; spa rkling, fort ified and

other wines hold 14 per cent; and roses 4 per cent . In 1995,

by comparison, white wines held a 5 1 per cent share of the

category.

Imported wines

Apart from Australia, other count ries that enjoyed strong

growth in fiscal 2000-200 1 included: the U.S. (up 8.1 per

cent in value sales); Italy (6.8 per cent); South Africa (17.9

per cent); Argent ina (18.2 per cent) ; and Chile (7.9 per cent) .

Italy is virtually the onl y count ry in Europe whose volume

salesare not declining. T he trend to varietal wines has hurt

European wines, many of whi ch are regional blended table

wines.

ales of wines from France declin ed by 3.9 per cent in

value, and its mark et share dropped by 1.9 per cent,

although it remain s the top-selling producer after Canada.

" or all areas of France were in declin e," Burns points out.

"Burgundy, for example, is up 13 per cent, due to th e pop­

ularity of Beaujolais wines. "

The countries enjoying the greatest success share an ability

to deliver attractively packaged win es that offer good value

for money, in a fruit -driven style custo me rs enjoy.

Do m e st ic wines

Sales of ~omestic wines rose 1.1 per cent in value and 2.8

per cent in volum e. But with the stronger growth exhibited

by Australia and others, these gains still led to a loss in

market share.

The greatest successes in Ontario were the premium wines

that bear the Vintners Quality Alliance (VQA) label ,

meaning they met strict win e-making and taste standa rds.

LeBO value sales ofVQA wines rose from $3 9 million to

$43.7 million in fiscal 2000-2001 , an increase of 12.1 per

cent.

In general, Ontario Rieslings and Chardonnays did well

this year, especially those Chardonnays made in a crisp,

Burgundi an style, with littl e or no oak ageing.

Product
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Ontario reds improve each year, but face tough competi­

tion from Australia and other New World producers,

according to Burns. As cool-climate win es, whi ch tend to

be somewha t austere, they are not in line with current con­

sume r taste for fru it-forward wines.

Other trends

T his past year saw Port sales rise by 27 per cent in volume

and 35 per cent in value. Burns att ributes the populari ty of

this Portuguese after-d inner win e to new product introduc­

tion s; a popular promotion in October; and a strong lineup

of gift items.

Roses were up onl y slightly, by 0.2 per cent in doll ars. T he

poor spr ing weather affected this segment, which is geared

towards warm weather and outdoor ente rta in ing.

Flavoured win e drinks - varietal win es mixed with essences

of fruit or lightly carbonated - continued their upward

trend, with sales doubling to $ 11.9 million. "They are

proving popular with both men and women , and year­

round, not just in summer," Burns says.

The trend toward varietals continues, with N ew World

Shiraz/Syrah emerging as a new favourite, growing 67

per cent ov r last year. "Consumers also favour premium

blends, such as Cabern et-Shiraz and Cabernet-Me rlor,"

accord ing to Burns. "They make for complex, int eresting

wines that showcase the winernaker's skill and appeal to the

consumer's sense of discovery."

Looking ahead

T he Australian success sto ry is expected to continue. For

fiscal 200 1-2002, LCBO will bring in approxima tely 40

new products from Australia, on top of the 85 already in

the system .

Burns expects Chile to enjoy success with varierals for

which it has not been previousl y known, including Syrah.

She is also predicting growth in sales of win es from Italy,

South Africa , New Zealand and VQA win es from Ca nada.

OUR SIXTH STRAIGHT RECO RD Y EAR •
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Piri ts
MISSION: TO DEVELOP THE SPIRITS

CATEGORY INTO THE MOST DYNAMIC,

INTERESTING AND EASIEST TO SHOP

CATEGORY AT THE LCBO.

• LeBO ANNUAL REPORT 2000-2001

For the third straight year, value sales of spirits at LCBO

rose significantly over the year before.

A 5.6 per cent increase followed gains of 4.8 per cent in

fiscal 1999-2000 and 5.4 per cent in 1998-1999, bringing

LCBO's spirits sales for fiscal 2000-2001 to $ 1.17 billion.

"Not that long ago, spirit sales were dropping by 5 per

cent a year or more, due to changing consumer tastes, a

recession, cross-border shopping and smuggling," notes

Acting Category Director Shari Mogk-Edwards. "So these

gain are extremely important to the LCBO - where spirits

contribute more than 50 per cent of profits - as well as to

our industry partners at hom e and abroad."

Among the factors that played a role this past fiscal year:

• LCBO retail employees know mor e about spirit prod­
ucts and are more comfortable discussing them

• suppliers have delivered appealing products, especially in
premium price bands

• more customers embraced premium products

• improvements to the LCBO shopping experience have
helped curtail demand for illegal products

• the weaker Canadian dollar has discouraged cross-border

shopping.

Among the spirit success stories this year:

Imported whiskies have done particularly well, with value

sales of single malt Scotches up 15.8 per cent; U.S.

whiskey up 15 per cent; and Irish whiskey up 11.2 per

cent. Canadian whisky rose 3.5 per cent; premium domes­

tic brands have not done as well as premium imports.

Vodka continued to grow: regular vodkas were up 5.5 per

cent while flavoured vodkas grew by 87.8 per cent, led by

citrus-based brands such as Absolut Mandarin .



Liqueurs also did extremely well, espec ially fru it liqu eurs ­

which are popular in summe r - followed by coffee and

nut/bean liqueurs. T he segment grew by 8.6 per cent over

last year, with sales to licensees particularly stro ng.

Cream liquors rose 16.3 per cent over last year, led by

Bailey's Irish C ream, which has a strong brand followin g.

Rum and brandy both grew by 4 per cent, with most of

the growth coming in premium pri ce bands. Altho ugh gin

sales were only up 1 per cent, Mogk-Edwa rds believes

premium gin has trem endous upside, because "gin has a

lot of flavour, and the better the gin, the better the flavour

is likely to be. A greater increase may be two or three years

away, but it should come."

Tequila was a fast-growing product until a global shortage

rook hold this fiscal year. T his was du e to a shortage of the

Mexican blue agave plant from whi ch tequila is made.

While value sales only incr eased 0.47 per cent over last

year, due largely to supplier price increases, volume sales

are down more than 25 per cent year over year. LC BO is

working hard to maintain supplies, which may not return

ro normal levels for four or five years, because of the long

time it takes for an agave plant to reach ma turity.

Break t h r o u g h sub-category

One breakthrough sub-catego ry this year was "Exotic Fru it

Juice Spirits," the best known of which is Alize. W ith a

combination of intriguing pro duct and excellen t packag­

ing, these pre-mixed cocktails have grown 23.4 per cent

this year to reach sales of $3 .1 million.

Another growing niche business is grappa, sales of whic h

rose 35.7 per cent to $1 million. Att ractively packaged

grappas were especially popular at holiday time.

In general, gifting cont inues to present the category with

significant opportunities for growth. T his year alone, sales

of spirit-based gift-packs totaled $2 1.2 million. T he most

popular gift items conta ined anadia n whisky, cream

liquor, liqueurs, brand y or Cognac .

Product
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"Improving our ware ho use inventory turns was a major

obj ective for us," says Mogk-Edwa rds. "We were successfu l

with all our categories: domestic, imported and duty-free.

In fact, our turns for domestic sp irits have hit an all-time

high. Last year we tu rned them 12.8 times and th is year

we achieved turns of 18. 1, a who pping 4 1.4 per cent

improvem ent. Such a turnover has hu ge eco no mic benefits

to the organization and resulted in an average cost redu c­

tion of $2 .54 million per period. "

Looking ahead

T here has been a great deal of cons olida tion in the bever­

age alcoho l business in recent years. Mergers and takeovers

have led to the creation of industry titans like D iageo

PLC , Pern od Ricard A an d Brown -Forman Corp. D iageo

PLC , the wo rld's largest sp irits company, grew even larger

in 2000 when it and Pernod Ricard A were the successful

bidders fo r the eagram drinks busin ess followin g the

merger ofYivendi SA and Universal.

"Mergers and acquisitions have affected the sp irits category

in the sense that the ownership of certain major brands,

like C rown Royal, Absolut and Ca ptain Morgan, have

been in limbo, whi ch impedes lon g-term business pro jec­

tions," notes Mogk-Edw ards.

"We're dealin g with a lot of unknowns, bu t we' ll work

with trade partners, as we always have, to offer our cus­

tomers a range of produ cts to suit every taste and budget."

Mogk-E dwa rds also worries that an econo mic downturn

might hurt th e business, especially in premium price

bands. "The re was some evide nce of a downturn as our

business plans for 200 1-2 002 were bein g drawn up. We

may have to work a lot hard er to achieve the same aggres­

sive growth in the next fiscal year as we have the last three

years."

OUR SIXTH STRAIGHT RECORD YEAR "
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MISSION: TO DELIVER THE

ULTIMATE BEER EXPERIENCE.

ANNUAL REPORT 2000 -2001

The cold, wet spring and early summer of 2000 affected

the Beers & Special Markets category, but it rebounded

strongly in the latter half of the year, ending the fiscal year

with sales of $565 million, up more than 11 per cent over

the year before. This growth - which led the LCBO - was

a significant accomplishment given how poor the weather

was at the beginning of the season, according to Category

Director Randi Landy.

he attributes this growth to a general demand for more

premium products; a strong economy for most of the fiscal

year; increased promotional activities, such as a Wheat

Beer promotion; the introduction of a Premium pecialry

Beer Section and a customer base that grows as "echo

boomers" - the children of the first wave of baby boomers

- reach legal drinking age.

The premium trend

The category's strongest performance came in beers

imported from countries other than the U.S. - chiefly

the etherlands, Germany, Ireland and Poland. Brands

such as Corona, Heineken, Becks, Guinness and Zywiec

led this sub-category, which grew by 26 per cent over last

year. "These premium beers tend not to be as affected by

weather," Landy explains. "That's one reason why our

category wasn't too badly affected."

By comparison, sales of domestic beer grew by 7.5 per

cent and U.S. beer by 5.5 per cent.

The trend toward premium, true for both imported and

domestic products, is a welcome one for a category that

has historically carried higher-volume, lower-margin

product.



On the domestic side, it's evident in sales of products such

as Sleeman , C reemore Springs, Steam Whistle, Alexander

Keith's India Pale Ale and M oose head .

Customers who prefer microbrews and other premium

products - including the echo boomers - tend to want

more inform ation on products and food -m atching. T he

LCBO is introducin g new displays to make the sho pping

experience mor e custome r-friendly and informative. In

some cases, product promotions - like a fru it beer promo­

tion in May, 200 1 - are bein g tied to art icles in the

LBO's free consume r magazine, FOOD & D RINK.

A great festive gift

Also cont ributing to the category's success this year was a

new emphasis on gifting.

The numb er of gift-packs offered by Beers & Special

Markets this holiday season increased to 20 from 12; sales

rose to $1.1 million in the third quarter alone, an increas e

of more than 500 per cent over the previou s year.

"These sales show tha t beer makes a great festive gift ,"

according to Land y. "T here were some very interesting

beers available, at price points mostly under $ 15 or $20."

As its name impli es, the category sells more than beer. It

also sells coolers, cide rs, sake, Kosher products, cocktails­

ro-go and accessories.

Coolers: After two years of torrid growth, cooler sales

grew just 0.2 per cent this fiscal year. Bad weather likely

played a role, as coolers are conside red a weath er-sensitive

product, most often con sumed at social gatherings. Cooler

ales picked up considerabl y in mid-summer as th e

weather improved, with sales of $9 1.5 million for the fiscal

year - 93.1 per cent of that coming from spirit-based

coolers, the rest from wine-based (4.3 per cent) and beer­

based (2.6 per cent) products.

Product
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Kosher: T he LC BO offered the largest-ever nu mb er of

Kosher produc ts for Passover thi s fiscal year - more than

80 - including table wines, sp irits, fort ified and sparkl ing

wines and liqueurs. T he select ion reflecte d the changing

tastes of a more sophistica ted buying public. ales of

Kosher products were up 35 per cent over last year to

$3 .5 million.

Cocktails-to-go: Pre-mixed cockta ils were extremely

successful, growing by 30 per cent - and by 48 per cent in

th e second half of th e year - which was conside rably

high er th an planned . Landy expects thi s success to contin­

ue in the year ahead .

Sake: Another growing sub-category - albeit a fairly

small on e - its sales rose 32 per cent to $ 1.5 milli on.

Looking ahead

Landy believes consumers will continue to trade up to

premium beers, choosin g flavour and qu ality over price

and quantity. The Premium Specialty Beer Sect ion will

feature, on a rotational basis, products designed to appeal

to the adven rurous consumer, and encourage custo mers to

browse longer. Some specialty beers won 't necessarily

achieve significant market penetration, but they will create

a stir among connoisseurs eager to discover new products

from around the world.

Early in fiscal 2001-2002, LCBO stores introduced a Par ty

Zone, wh ere customers could find products favoured for

social gatherings. These included flavoured wine drinks,

cocktails-to-go, ciders and coolers.

Effective in fiscal 2001-2002, VINTAGE - the premium

products division of the LCBO - will no longer carry

beers. All beer sold at the LCBO will now be purchased by

Beers & Special Markets, where buyers have develop ed a

focused expertise in this area. Consumers will still get a

full range of beers to choose from; they'll just be consoli­

dated in one category.

OUR SIXTH STRAIGHT RECORD YEAR •
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MISSION: TO BE THE BEST PURCHASER,

MARKETER AND RETAILER OF FINE WINE

AND PREMIUM SPIRITS IN THE WORLD.

ANNUAL REPORT 2000 -2001

VI TA E , the premium products division of the LBO,

continued its trend of double-digit growth in fiscal 2000­

2001 , increasing its sales to $128.8 million, an 11 per cent

increase over the year before.

"G iven how strong the millennium year was for us -

a 30 per cent increase over the previous year - this was a

significant achievement," says VP VI TAGE Tom Wil son.

Key to this performance was a 17 per cent increase in sales

of red wine, which accounts for just under 60 per cent of

VI TAGES' business. White wines also performed well: sales

increased by 14.2 per cent, boosting their share of the

VI TAGE wine market to 24.9 per cent.

Premium spirits sales increased by 7.4 per cent over the

year before, led by an 18.9 per cent increase in sales of

single malt corch.

ales of beer and rose were affected by poor weather in

spring and summer, falling by 8 per cent and 1.5 per cent

respectively. And sales of sparkling wine - especially

premium Champagnes from France - fell sharply, largely

because they could not match the increases posted during

the millennium season of 1999.

France is the largest supplier of VI TAGE' win e portfolio,

but its market share in fiscal 2000-2001 dropped by 7.2

per cent to 30.2 per cent. "The 1997 Bordeaux wines were

not perceived as providing outstanding value ," explains

Wilson. "T he drop in Champagne sales also explains why

France lost market share. "

ignificant gains were made by Australia, which increa ed

its sales by 34.3 per cent to a total of 10.2 per cent market

share; Italy (sales up 26.8 per cent to 16.4 per cent market

share); the U.S. (sales up 15.5 per cent to 18.4 per cent

market share); and Canada (sales up 14 per cent to 7.3 per

cent market share ).
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V I TAGE plans to furt he r develop its e-cornmerce mo del,

adding greater search capability.

"We are also looking to improve serv ices and sat isfact ion

for licensees, based on research conducted by the

Wholesale department of the L BO 's Retail d ivision,"

says Wil son.

VI TAGES will cont inue to expa nd event pro gramming,

offering licensees and retail customers th e opportuni ty to

taste products before buyin g them - an important consid­

eration for con sumers who favour prem ium products .

V I TA ,ES staged several successful public events th is year,

in both Toronto and Ottawa. T hese included wine rnake rs'

dinners and tastings whe re wine ent husiasts co uld sample

products from up coming Classics Catalogue releases - and

order them on the spot if they so desired. T hese events

have pro ven very popular with consume rs, and pro vide

ano the r opportuni ty for V I TA,E to promote its wo rld

class portfolio and em ployees' product knowledge.

aheadLookin

A number of year-round pro grams have made shopping

V INTAGE more convenient and accessible. T he Wines of

the Month program highlights approachable products that

offer excellent value. VI TAGES Essentials makes popular

core products availab le on a continuing basis . And the

Cellar Direct program help s collecto rs choose products

uirable for ageing.

V Ii TAGE released more than 3, 100 fine win es, spirits and

beers during the fiscal year. cores of new products are

released every month in some 150 LCBO sto res.

Hundreds more are made availabl e through alternate chan­

nels, such as the Classics Catalogue, now published three

times a year. In fiscal 2000-2001 , catalogue sales were

$17.7 million , up 17.2 per cent over fiscal 1999-2000.

The Bordeaux and Burgundy Futu res pro gram s allow

consumers to buy win es before they are bottled , usuall y

at a lower price than they would eventually pay in retail

tares. This fiscal year, sales of Bordeaux futures from

both the 1999 and 1998 vint ages topped $9 million.

Mo r e than 3,100
pro d u ct s released

V II TAGE ente red the world of e-com me rce in March ,

2001. Customers can now order selected win es,

Champagnes and Cognacs, spirits, liqueurs and gifts for

pickup at any LCBO sto re. "T he Intern et tends to dr aw

people with similar characteristics to man y of our best

cu tamers - upscale, educated and adventurous," notes

Wilson. "We are testing the waters to see how it goes. By

proceeding prudentl y, we can maximize opportunity whil e

minimizing risk."

VI TAGE also began a direct e-mail program, called

V-mail , ro keep customers informed about upcoming

rastings, releases, bin- end sales and other events. C usto mers

are only added to the list if they give permi ssion.

One of Wil son 's biggest conce rns is product allocation. "As

custo me rs become more win e-lit erate, greate r dem and is

placed on finite quantities. T he re is much more global

dem and for good wines tha n there was 20 years ago; we

work to get better allocations of good wines, but dem and

inevitably exceeds supply. T he n you run th e risk of raising

expectatio ns onl y to disappoint peopl e. 0 we need to

increase allocations of the best products by cont inuing to

build strong relationships with key suppliers. We must also

com m unicate our commitment to serving Ontario 's fine

wine and premium spirits market and, in some ca es, may

need to have fair and equitable processes to bett er serve

our best custo me rs."

OUR SIXTH STRAIGHT RECORD YEAR •
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Like other major retailers, the LCBO must constantly

improve its store network, to ensure it meets customer

expectations for service, selection and accessibility.

In fiscal 2000-2 00 1, we upgraded or relocated 14 stores in

Burlington, C hatham, KitcheneriWaterloo , London,

Mildmay, Ottawa, Paisley, Peterborough and Toronto.

While the largest project was the new 28,000 sq. fr. flag­

ship store in Ottawa, which opened on Rideau Street in

May, 2000, many improvements came in smaller commu­

niti es such as Peterborough, London and Kitch ener/

Wat erloo.

T he new Peterborough store, which opened in Marc h,

200 1, was the first ourside the Greater Toronto Area and

Ottawa to feature a demonstration kitchen , where cus­

tom ers can learn more abour food , beverage alcohol and

ways to match them.

Many sto res serving rural areas were also improved. In

Mildmay and Paisley, for example, trailer sto res were con­

verted to perm anent, free-standing buildings, where cus­

tom ers have more space in which to shop and more

products to choose from.

Improvements to the store network went beyond reloca­

tion s and renovations. We installed automatic doors in

more than 300 sto res to make shopping easier and safer

for our customers. We increased the amount of refrigera­

tion space in hundreds of stores and installed beer cold

room s in 25 stores as a customer con venience.

ome $28 million was spent on upgr ades, repairs and

oth er improvements in fiscal 2000-200 1.

Not only do these changes increase custo mer satisfaction:

they generate incremental sales and revenues that help pay

for themselves.

For example, sales at the new Rideau treet flagship sto re

in Ottawa are up 7 1 per cent since its relocation. Two

other sto res in epean and Kanata that were renovated or

relocated in May, 2000 have also generated respective

increases of 52 and 35 per cent . Togeth er, these sto res have

help ed carry the City of Ottawa sto res to a combined

growth rate of 13 per cent, compared to a provincial rate

of 5.2 per cent .

T he LCBO incurs no debt when carrying our capital

improvements; all projects are fund ed from the capital

plan.

Ma rket research con ducted by our Customer Insights

Group helps pinpoint the best possible locations for stores .

Facto rs such as parking, visibility, barrier-free access,

loading facilities, demo graphi cs and neighbouring stores

are all considered.

In a large-scale customer survey done in Februa ry, 200 1,

81 per cent of respondents said the sto re they shopped

most frequently was conveniently located; that is up from

76 per cent in February, 1999.

Improved customer satisfaction ratin gs and sales indi cate

our upgrades are well worth the effort . So do our sales per

square foot , which have increased significantly. At time of

writing (May, 200 1) the L BO had fewer stores (600)

than it did in 1990 -1991 (62 1), yet annual net sales have

climbed by more than $7 00 million since then. By consol­

idating underperforming sto res, and by locating new sto res

where our customers want to shop - with all the products

and services they expect under on e roof - our network has

becom e more efficient, profitable and customer-friendly.
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Over the next two years, we plan to improve the store

network as follows:

• Flag hip stores: range up to 25,000 square feet or more
and are located in large urban centres, carrying a global

assortment of LCBO General List and VI TAGE prod­

ucts. They also offer a complete range of LCBO cus­
tomer services and special events, including demonstra­

tion kitchens; VQA sections; listening stations where

cu tomers can preview music to round out their party

atmosphere; a computer terminal where "surfers" can

look up product information on the Internet; and a gift
centre. taff at new flagship stores undergo intensive

training to ensure they can provide the knowledgeable

ervice their cu torners may expect. One flagship store

opened in fiscal 2000-2001 in Ottawa. Three more are

expected to open over the next two years.

• Full-service stores: up to 20,000 square feet in major
and medium-sized urban markets, these stores provide a

wide assortment of products (2,500-3,000) , a gift cen­

tre, and a VI TAGE boutique carrying 500-800 brands.

They also offer special events to suit the specific market.

One opened in fiscal 2000-2001; another 15 are

planned over the next two years.

• New IMAGE stores: at 7,000-10,000 square feet , these
stores carry 1,800-2,000 General List products and have

a VI TAGE boutique with up to 500 brands. They are

found in both major and smaller urban markets. ix

opened in fiscal 2000-2001; up to 33 are planned over

the next two years.

• Mini-stores and kiosks: at 600-3,000 square feet in
high-traffic shopping areas, these stores are designed to

close the gap in under-serviced areas or 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

VI TAGE . Five opened in fiscal 2000-2001; another

nine are planned over the next two years.

These improvements will take place in major centres, such

as Toronto; nearby communities such as Maple and

Richmond Hill; markets such as t. Catharines, Windsor,

Kingston and London; and smaller communities, such as

Alliston, St. Thomas and Cobourg.

By paying close attention to what its customers want, the

LCBO will continue to improve its retail network to

increase profitability, and to meet and exceed expectation

in every market it serves.

OUR SIXTH STRAIGHT RECORD YEA
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ince 1990, the LCBO has received some 80 awards for

customer service, staff training and development, store

design, advertising, innovative retailing, corporate commu­

nications and social responsibility.

We added to this impressive total in fiscal 2000-2001, as

the Ontario Chamber of Commerce named LCBO one of

the Outstanding Businesses of the Year for 2000.

The LCBO was one of five companie honoured by the

hamber of Commerce, which described the winners as

"Ontario's best and brightest."

In accepting the award, Chair and CEO Andrew . Brandt

said it was a tribute to the work of all L BO employees,

the business savvy of our Board Members and the support

of the Government of ntario for modernizing services .

He also singled out Executive Vice President and Chief

perating Officer Larry Gee for his leadership, vision and

role in creating positive change.

• C 0 ANNUAL REPORT 2000-2001

Other awards received in the fiscal year included two

Excellence in Retail (ERA) Awards from the Retail

Council of Canada. Our Holiday clcbrate 1999

ampaign won a Retail Advertising award, while the

staff-training program WOW - Uncork the Knowledge

won an Excellence in Customer ervice award.

The LCBO was a finalist in four other categories: Retail

Marketing, Online Retailing, New Retailing Concept (for

its Millennium kiosks) and Innovative Retailer of the Year.

The L BO has won eight ERA awards since 1996, includ­

ing Innovative Retailer of the Year in 1997 and 1998, and

ocially Responsible Retailer of the Year in 1997.

In design competitions, the LCBO won three awards for

its flagship store on Rideau treet in Ottawa; another for

our full-service store in Nepean's Crossroads Centre; two

for a Millennium kiosk at the Sherway Gardens Mall in

Erobicoke; and one for a holiday kiosk in ewmarker's

Upper Canada Mall.

The LCBO has now won more than 35 awards for store

design alone in the last decade.

LCBO was also honoured for two internally produced

staff-training videos this fiscal year:

• Shelflalk: Wines ofOntario, developed to help employ­
ees learn more about the award-winning wines of
Ontario, won a ilver Leaf Award from the International
Association of Business Communicators (Canada).

• Shoptheft J0J. Protect YOur Store. Protect YOurself, created
to increase employee awareness of shoptheft and what
they can do to prevent it, while ensuring their safety and

that of colleagues and customers, won a Gold Medal in
the Safety/Security category at the ew York Festivals,
along with a nomination as Best in Show; it also
received a Bronze Medal at the anadian orporate
Television and Video festival.
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The primary goal of the LCBO Quality Assurance (QA)

department is to ensure all products sold by the LCBO are

afe to drink and of the highest quality.

Employees test all new products to ensure they are free of

contaminants and defects; that they are tamper-resistant; and

that their labels comply with federal guidelines. In fiscal

2000-2001 , som e 330,000 tests were conducted on 13,785

products. T he QA department also arranged nearly 5,000

tastingsof products to ensure they met high standards set by

the LCBO, and , where applicable, the Vintners Quality

Alliance Ontario (VQAO) .

Quality Assurance performs other vital functions for the

LCBO and its stakeholders.

Many researchers believe beverage alcohol - especially red

wine - may protect moderate drinkers against heart disease

and some forms of cancer. QA Director George oleas and

researchers at the University ofToronto and Mount inai

Hospital have led several studies in these areas. This past

fiscal year, the research team explored the cancer-fighting

propertiesof compounds in red wine and is now studying

howwell they are absorbed by humans.

In collaboration with suppliers, agents and the anad ian

FoodInspection Agency, QA is building a database on

potential allergens in beverage alcohol products, such as

liqueurs made with nuts or chocolate.

The lab tests samples seized by enforcement agencies and

assists in confirming whether products were illegally manu­

factured or smuggled into Ontario. Employees are often

called as expert witnesses in provincial court or at licensing

hearings held by the Alcohol and Gaming Commission of

Ontario.

QualityAssurance re-engineered its Laboratory Information

Management System (LIM ) so that all its results are elec­

tronically input into a database.

Quality Assurance laboratory technician Dorina Brasoueanu
runs one ofthe more than 330,000 tests conducted on 13,785
products in fiscal 2000-2001.

This increases efficiency, redu ces the potenti al for human

error, and allows data to be shared electronically with clients.

Quali ty Assurance helped pave the way to greater European

Union (EU) access for domestic Icewin es. T he EU requires

analy es above and beyond what is done for the Ontario

marketplace. Working with colleagues in LCBO Corporate

Policy and the VQAO, oleas and his team helped develop

the form that provide these analyses.

T he laboratory is also asked to test products for other

Canadian liquor juri sdictions and for suppliers. Fees for these

ervice help offset the costs of new equipment .

ISO accreditation

In July, 200 1, Quality Assurance received accred itation under

I 0 -9001 -2000 and under I OIlE - 17025, a designation

specific to chemistry laboratories.

Accreditation means QA cert ificates of analysis should be

recognized intern ationally, creating greater export opportuni­

ties for domestic products.
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The L BO works hard to improve the products and serv­

ices it offers consumers and to maximize the profits it

deliver s to the Government of Ontario to support social

programs, services and capital proj ects. Bur we also work

equally hard - alone and in partnership with other organi­

zations - to promote social responsibility, and mak e a dif­

ference in every community we serve.

We do this by refusing to serve minors or custo mers who

appear intoxicated; by creating and distributing other

materials on responsible hosting and consumption; by cre­

ating advertising aim ed at deterring impaired driving; by

raising funds for MADD Canada and other organizations;

and by conducting our business in an environme ntally

responsible fashion.

Here are some of the initi atives undertaken in fiscal 2000­

200 I in these areas.

Challenge and Refusal: All L BO Retail employees

are trained to challenge and refuse service to anyon e who

app ears to be impaired or who app ears underage and

cannot produce valid ID. They also challenge "second­

party purchasers" - thos e believed to be buying alcohol for

minors or peopl e already impaired. In fiscal 2000-2 00 1,

LCBO employees challenged 1,148 ,646 custo mers, 26 per

cent high er than the year before. Just under 80 ,000 were

refused. Most challenges (97.5 per cent) were age related.

Promoting responsible consumption: T he

LCBO believes beverage alcohol is best enjoyed in moder­

ation and reinforces that message wherever possible. We

also offer man y low-alcohol win es, beers and spirits, and

set minimum prices for products to encourage responsible

consumption. All LCBO hopping bags contain a respon­

sible drinking message, as do display screens on man y

point-of-sale terminals. Many LCBO staff also distribute

ocial responsibility materials at licen ee trad e shows,

consumer shows and festival .

• 0 ANNUAL REPORT 2000-2001

One of our most successful initiatives this year was the

development of a colourful Mockrail Guide, containing

recipes for delicious non-alcoholic drinks. Designed to

appeal to designated drivers and responsible hosts looking

for alternatives to alcoholic drinks, the guide received

extensive publicity, with dozens of newspapers across the

province running stories, recipes and follow-up interviews

with LCB product consultants . Media in Princ e Edward

Island, Quebec, askatchewan , Alberta and B. . also

reported on the guide, as did the national CTV program

Canada AM.

Many LCBO sto re managers are asked by high school

officials to provide alcohol-related information and, on

occasion , to address students about the LCBO and its

commitment not to serve minor. To help them fulfill

thi s role, we provided all L BO sto re managers with

comprehensive kits containing fact sheets and brochures

develop ed by the L B and organizations such as the

ent re for Addiction and Mental Health , the Road afety

ffice of the Ministry of Tran sportation and Ontario

Students Against Impaired Driving. By giving students

information specifically geared to them, the LCBO hopes

to help them mak e smart, healthy choices about alcohol.

Because our Retail staff challenge and refuse service to so

man y minors, som e teens ask older peopl e to buy alcohol

on their behalf. This fiscal year, we launched our first

publi c campaign against second- party purchases. In-store

posters reminded custome rs that "Buying for a Minor is

a Major Offence" with severe penalties attached. It ran

in sto res in the fall of 2000 and again in May and June

of 200 1, in tim e for prom season and summer long

weekends.



Advertising: In June, 2000, the LCBO launched a

year-long $2.4 million social responsibility campaign

aimed at the group most likely to be charged as a result of

RIDE roadside checks: males aged 25-34 who are moder­

ate drinkers and believe they can drive safely after consum­

ing a few drinks. Campaign elements included powerful

television and radio commercials reminding people that

drinking and driving is no accident - it's a choice - and

that making the wrong choice can be devastating for the

drinking driver, his or her family, and innocent victims.

Edgy, humorous posters took a similar message to a venue

where they couldn't be missed by the target audience: the

men's washrooms of sports bars, roadhouses and campus

pubs. Independent research shows the campaign achieved

good awareness levels, and that the target group feels the

LeBO has a legitimate role to play in promoting the

responsible use of alcohol.

Customer Service Representative Ken Quinto performs an JD
check. More than one million would-be customers were
challenged in fiscal 2000-2001 because they could not provide

validID or appeared intoxicated.

This in-store poster
reminded LCBO
customers it is against
the law to buy alcohol

for minors.

Fundraising: As part of its commitment to the com­

munities it serves, the LCBO raises hundreds of thousands

of dollars a year for the United Way and other charities. In

the fall of 2000, the LCBO raised $143,000 for the

United Way through employee donations and other special

events. Our donation box program raised another

$454,000 for national and provincial organizations,

including Mothers Against Drunk Driving ($43,000). We

also raised $83,000 for We Care, an organization that

helps send children with disabilities to summer camp;

$33,000 for Camp Oochigeas, which provides getaways to

kids with cancer; and $56,000 for charity through the

sales of promotional compact discs in our stores. Other

monies come from in-store tastings, gift-wrapping services,

local donation box drives in January and June and other

events on behalf of local charities.

Environment: The LCBO works on a number of fronts

to improve Ontario's environment. Stores recycle old cor­

rugated cardboard; Head Office recycles fine paper, poly­

styrene, bottles, cans, newspapers, data tapes and other

materials. We use remanufactured toner and fax cartridges;

encourage suppliers to minimize their packaging; and con­

tribute to non-profit environmental organizations such as

the Composting Council, Recycling Council of Ontario

and Pollution Probe. We also contributed $4 million in

fiscal 2000-2001 - and $13 million over the past three

years - to help fund and improve the effectiveness of

municipal Blue Box and other waste reduction and diver­

sion programs.
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The Public Sector Disclosure Act, passed by the

nra rio Legislatu re in 1996, is designed to

make the publ ic secto r mo re ope n and

accountable to taxpayers. T he Act requires

Ontario's publ ic sector organizations, includ­

ing th e LCBO, to disclose annually the

names, positions, salaries and taxab le benefits

of em ployees who e employment income is

$ 100 ,000 or more a year. In keeping with the

requirements of the Act , the LCBO submits

the following information for calendar 2000.

Name

Boni c, Jacqueline

Brandt, Andrew

Browning, J. Alex

Buck , Peter

Burns, Tamara

ardinal, aney

hu, H an g- un

lute, Peter

D enomme, David

Down ey, Rob ert

Position

VI~ tor e Development
& Real Esta te

hair & CEO

r. Vl; Fina nce & Ad m in istra tion

D irector, Human Resource erv ices

ategory Di rector , W ines

Vl; Ma rketing orn rnunicarions

r, yste rn Analyst

Exec. D irector, orp. Affai r

o licitor

atego ry Director , pirit s

Employment Income

$121,382.04

$ 104,049.79

$ 144,086.48

$ 114,982 .29

$105,2 70.6 1

$1 14,607.04

$102,143.52

$ 110,282.23

$109,926 .29

$1I 1,832.19

Taxable Benefits

$336.16

$332.74

$40 1.70

$334.80

$3 16.60

$336.16

$2 17.00

$359.50

$334.80

$330.76

There a re 34 LCBOnam es on this year's Public SectorDisclosure Act list,
compa red to 29 the year before . This increase is due in part to the fact
that a number of employee s in Information Technology received Y2K
retention bonuses to ensure they stayed through the critical months lead ­
ing up to the new millennium as well as the 2000 Leap Year. Some direc­
tors also appear on the list for the first time owing to their yea rs of serv­
ice, the fact they have reached the top of their pay ranges and because
they opted to toke unused Management Compensation Option (MCO)
day s as cosh in lieu of day s off. Management and excluded stoff are
eligible to receive five MCO day s a year. Several directors were also
promoted to Vice President or Executive Director during the fisca l yea r,
which resulted in pay increases .

Dutton, Rob

Ecker, Roy

Fisher, Ron

Fitzp atri ck , Mary

Flynn , Larry

Gee , Larry

G reen, Mi chael

Hi cks, W illiam

H olloway, Brian

Kane, M ur ray

Kelly, Hugh

Kenn edy, W illiam

Ker, Ge rry

Director, Fin. Plann ing & Econ. Dev.

Director, enrral Region

Director, Western Regio n

r, Vp, Gen . Counsel, & orp. ecreta ry

Sr. Vp, Merchandisin g

Execut ive VP & C O O

olicito r

Director , Durham Facility

Director , Application ysrerns

r. Vl; Human Resources

r. VI~ Information Technology

Exec. Director, Corp. ornmunicati on s

Director, orporate Policy

$114,982 .29

$116,582 .04

$117,392.29

$144,086.48

$124,55 1.84

$206,162.68

$111,625.29

$108,925 .77

$ 110,235.93

$144,086.48

$166,508.48

$ 116,582.04

$114,982.29

$334 .80

$336.16

$354.40

$401.70

$376.46

$528.56

$334.80

$473.68

$307.84

401.70

40 1.70

336.16

$334.80

Lyons, arol o nt roller $103,923.06 $334.80
.................................................................................................................................................................................................................................................................................................................. ..
Marsha ll, Da vid Director, Northern Region $112,415.29 $1,213.80

Martin , John

McGr ath , Bruce

Murphy, Peter

Ramsay, Gary

herwood , Ga rfield

tan ley, T ho mas

Tugha n , W illiam

W il on, T homas

Zac ha r, Wayn e

Sr. Vp, Logistics

r. System Anal yst

Director, C onvent ional Warehousin g

Director , Application ystern

r. vn Retail

M gr., Informati on Re ource M gmt.

Director , Resource Prot ection

VP'VI TA ES

Di recto r, Employee Relati on s

$141,7 17.25

$107,408.24

$103,742.57

$ 108,29 0.83

$144,086.48

$101,347.86

$ 100,656.07

$116,582.04

$111,204.65

$40 1.70

$219.34

$313.38

$328.14

$401.70

$255.62

293.22

336.16

331.78
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The accompanying financial statements of th e Liquor ontrol Board of Ontario have been prepared in accorda nce with

accounting principles generally accepted in anada, and are the responsibi lity of mana gem ent. The preparation of finan ­

cial statements necessari ly involves th e use of estima tes based on mana gem ent's judgm ent, parti cul arly whe n transactions

affecting th e current accounting period cannot be finalized with certa inty until future periods. T he financial stateme nts

have been properly prepared within reason able limits of materiali ty and in light of in form ation available up to June 11,

2001.

Management is respon ible for the integri ty of the financial taternen ts and maintain s a syste m of intern al co ntrols

designed to pro vide reasonable assurance th at th e assets are safegua rded and th at reliabl e financ ial info rm ation i available

on a timel y basis. T he system includes form al poli cies and procedures and an organi zati on al structu re th at provides for

appropriate delegation of authority and segregation of responsibilities. An intern al aud it fun ction independently evalua tes

the effectiveness of these internal controls on an ongoing basis and reports its findings to managem ent and th e Audi t and

Governance Review C om mittee of th e Board .

T he Board , through the Audit and Governance Review Committee, is responsible for ensuring that managem ent fulfills its

responsibilities for financial reporting and internal controls. The Audit and Governance Review Committee, com prised of

three Members who are not em ployees/officers of th e LCBO, meets periodically with mana gem ent, the intern al aud ito rs

and the Provincial Auditor to satisfy itself that each group has properly discharged its respective responsibili ty, and to

review the financial stateme nts before recommending approval by th e Board.

The financial stateme nts have been audited by the Provin cial Auditor. T he Provin cial Aud ito r's responsibi lity is to exp re s

an opinion on whether th e financial sta teme nts are fairly presented in acco rda nce with gene rally accepted accounting prin­

ciples. The Auditor's Report, which appea rs on page 50 , outlines the scope of the Aud itor's examination and opinion.

On behalf of managem ent:

] . Alex Browning

Senior VPFinance & Administration, and ChiefFinancial Officer

OUR SIXTH STRAIGHT RECORD YEAR •
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T he following rable lisrs rhree of rhe mosr imporranr variables relared ro rhe

op erarions of rhe LeBO: number of srores, permanenr employees and regular

pro d ucrs lisred.

Operations
1997 1998 1999 2000 2001

Key Indicators: 1997·2001

3,500 -----------__r---___

3,000 ----;=-­
2,500
2,000
1,500
1,000

500
o

• LeBO Stores

Permanent Employees

• Regular Prod ucts Listed

umber of L BO [Orcs

umber of Permanent
Employees

umber of Regular Products
Listed

595

2,828

2,960

596

2,934

3,098

600

3,014

3,366

602

3,074

3,496

601

3, 174

3,47 8

1997 1998 1999 2000

Fiscal Year

2001

The crirical financial variab les of ner sales and orh er income, op eraring expenses

and ner income are given in rhe follow ing rable.
Financial Indicators: 1997·2001
(v a lues in $OOOs)

2,013 ,873 2,160 ,843 2,349,832 2,549,458 2,734,937

Financial (va lu e s in $OOOs )

er ales and Other Income

% change/previou s year

perating Expense

1997

5.45%

324,45 7

1998

7.30%

35 1,653

1999

8.75%

374,558

2000

8.50 %

414,86 1

2001

7.28%

468,090

3,000 ,000 ---------------

2,500 ,000 ---------__- _ -
2,000 ,000 __r--- t-- __I-- __- _ -

1,500,000 .....-- 1-- ....1-- .-- .--
1,000,000 __ - t-- __I--_ - _ -

500 ,000 __......., t-..__I-.._~~H

0 ...- -. --+---~--4J
As a % of et ales & Other Income 16.11%

et Income 701,030

16.27%

744,904

15.94%

809,425

16.27%

845,694

17.12%

876,272

1997 1998 1999 2000

Fisca l Year

2001

Note: The LCBO refers to sales in three diHerent ways: first, gross sales which include the Federa l Goods and Services Tax and
the Provincia l Sales Tax; second , net sa les which exclude the two sales taxes and an y releva nt discounts (e.g. , the discounts pro '
vided to licensees by the LCBO); and third, net sales olso excluding any sales through the LCBO Private Stock Program. The Net
Sales and Other Income line listed in the table consists of net sales plus any other income (e.g., interest on investments). Gross
sales are given in the LCBO Sales Channel Summary on page 44 .

As a % of er Sale & Other Income 34.81% 34.47% 34.45 % 33.17% 32.04% • Net Sales and Other Income

Operating Expenses

• Net Income

Breakdown of Operating Expenses (va lues in $OOOs )

Operating Expenses: 1997·2001
(v a lues in $OOOs )

1997 1998 1999

alaries and Benefit

Depreciation

Other Expen e

Total perating Expenses

203,699

22,167

98,591

324,457

218,631

24,666

108,356

351,653

231,486

25,580

117,492

374,558

2000

244,399

29,582

140,880

414,861

2001

266,929

40,546

160,615

468,090

300 ,000 -------- - ------

250 ,000 ----------=--_--
200 ,000 __r--- t-- __I--_ - _ -

150,000 __t-- t-- __I--_ -=_ ...
100,000 --.........._ --1--. 1-.._ _ ..

50 ,000 __.......,..__1- 1-.._ _ ..

O...-- - +-- - +-- - -r-- - '"+--- -..
1997 1998 1999 2000 2001

Fisca l Year

• Salar ies and Benefits

• Depreciation

Other Expenses
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The following tables show the breakdown of LeBO revenue payments for the

last five years to the federal, provincial and mun icipal governments.

Treasurer of Ontario

1997 1998 1999 2000 2001

Remi tted by
the Liquor Co ntro l Board:
on accou nt of profits 730,000 745,000 780,000 800,000 850,000

Remitted by
the Liquor Co nt rol Board:
Ontario Reta il ales Tax on sales

th rough liquor 192,357 202, 148 220,645 239,07 1 255,347

OUR SIXTH STRAIGHT RECORD YEAR CD

Note : These amounts do not include corporat ion, realty and business taxes po id by distilleries, wineries , brewer ies and
licensees. Ontario Retail Sales Tax collected by the licensees and agency stores on sales of beverage alcohol is excluded from
these figures. The 2001 figures for Remitted by others are slightly under stated due to several brewers not reporting financial
information at the time of publication . Ontario Retail Sales Tax and Goods a nd Services Tax remitted on sales through agency
stores are estimates .

Ontario Municipalities

1997 1998 1999 2000 2001
............................... ................................

Remitted by
the Liquo r Co ntro l Board:
grant in lieu of realty and business taxes 5,8 16 5,897 3,680 3.569 3,671

Total Reve n ue Payments 2,257,138 2,269,374 2,346,549 2,467,921 2,535,924

2,244

79,056

177,302

524,110

36 1,917

721,647

69,718

2,142

537,569

177,406

367,637

706,634

66.192

1,928

168,281

519,472

333,407

651,166

68.642

1,656

160,32 1

505,656

329,802

647,513

1,496

64,672

157,582

520,829

342,763

647,989

Rem itted by others:
Excise taxes, GST and other dut ies/t axes

Rem itted by the Alcohol
and Gaming Co mmission:"
on account of licence fees

and permi ts

Good and ervices Tax

Remitted by othersr'"
Ontario Retail ales Tax on sales

throu gh Brewers Retail sto res

and Ontario win ery retail stores

Ontario Retail ale Tax on sales

throu gh agcncy stores 2,565 2,839 3,305 3,672 3,847

Total 1,603,333 1,615,964 1,691,703 1,757,718 1,810,606

Receiver General for Canada

1997 1998 1999 2000 2001

Remitted by
the Liquor Control Board:
Excise taxes and Customs duties 239.058 247,4 13 249.639 267. 137 278,430

G T remitted on sales

throu gh agcncy stores

Total

Revenue pa yments from these enti­

ties are recorded by the LCBO a nd
presented here in the interest of
provid ing a global per spect ive of
beverage alcohol reta iling in
Ontario.

- The Alcohol ond Gom ing
Commiss ion of On tario (AGC O).
Brewers Retail Inc. an d O nta rio
winery stores ar e sepa ra te, non­

LCBO businesses.
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LCBO Volume Sales (in OOOs litres)

Product Type

Dome tic pirirs

1997

30,615

1998

31,015

1999

31,834

2000

33.310

2001

34,286

Share of Volume Sales

15,097 14,059 15,175 17,491 18,851

Dome tic pirir Coolers

Imported pir irs

5,556 12,150 16,168 17.361 16,789
Spirits 18%

Total Spirits

Dom estic Wine

Domestic Win e Coolers

51,268 57,224 63,177 68,162 69,926

24,957 25,845 25,795 26,523 26,958
.................•..................•......•.........•.•....._ .

895 7 18 544 489 499

Imported Wine

To tal Wine

Dom estic Beer

Dom estic Beer Coo lers

48,328

74, 180

52,86 1

20

49,617

76,180

55,763

24

52,952

79,291

61,377

38

57,0 10

84,022

65,618

339

60,626

88 ,083

67,677

627

Wine 29%

Imported Beer 39,02 1 47,082 55,827 64,451 73,756

Total Beer 91,902 102,869 117,242 130,408 142, 060

Total Domestic 114,904 125 ,515 135,756 143,640 146,836

Total Imported 102,446 110 ,758 123,954 138,952 153,233 Beer 47%

Total 217,350 236,273 259 ,710 282,592 300,069

Product Type 1997 1998 1999 2000 2001

Sales by Ontario Win ery 14,411 14,838 13,878 14,074 14,961to res........................................................ .................................................................................... ..........................................................................

Sales by Brewers Retail
& On-site to res 653,106 654,284 654,413 663,806 643,72 1

Note : LCBObeer soles figures include LCBOsales to Brewers Retail Inc. The 2001 figures for sales by BRI and on-site stores ore
unaudited and understate total sales due to severo I brewers not report ing financiol statements at the time of publ ication .

LCBO Volume Sales by Product Type: 1997·2001

80,000

70,000

60,000

0
0
2..

40 ,000

~
30,000:.3

20 ,000

10,000

0

Domestic
Spirits

Imported
Spirits

Domestic
W ine

Imported
Wine

Domestic
Beer

Imported
Beer

Produ ct Typ e

11 1997 11 1998 11 1999 2000 11 200 1

Note: In this chort , Domestic Spirits, Domestic Wine and Domestic Bee r include sa les of Coolers .

LeBO ANNUAL REPORT 2000-2001
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Share of Value Sales
LeBO Value Sales (in $OOO s )

Product Type 1997 1998 1999 2000 2001

Dom estic Spirits 680,092 691,165 717,270 739,313 771,487

Domestic pirir ooler s 27,893 61,093 80,716 84.579 82,354

Imp o rted Spirits 354,929 358,363 391,872 435,093 476,972

Total Spirits 1,062,91 4 1,110,621 1,189,858 1,258,985 1,330 ,81 3

Spirits 46 % Domestic Wine 178,563 190,809 201,723 211,595 214,443

Domestic Wine oo lers

Imported Wine

Total Wine

Domestic Beer

3,209

469,803

651 ,575

160,544

2,612 1,976 1,797 1,954
................................................................. ..........................................................

503,290 559,624 635,112 680,993

696,711 76 3,323 848 ,50 4 89 7,390

170,538 194,149 208,882 225,612

Domestic Beer oolers 67 83 144 1,035 2,076

Note : In this chart, Domestic Spirits, Domestic Wine and Domestic Beer include sales of Coolers .

LeBO Value Sales by Product Type: 1997-2001

Imported
Beer

Domes tic
Beer

Imported
W ine

Domestic
W ine

Product Type

1,804,847 1,858,377 1,937,004 2,021,I I 1 2,062,297

Imported
Spir its

Domes tic
Spir its

~ 400 ,000
"0 300 ,000Cl

200 ,000

100,000

0

OUR SIXTH STRAIGHT RECORD YEAR •

900 ,000 ---------------------------

800 ,000

700 ,000

g 600 ,000
o
~ 500 ,000

II1II 1997 II1II 1998 II1II 1999 II1II 2000 II1II 200 1

ales by
Brewers Retail

Imported Beer 118,567 145,326 174,284 210,815 252,221

Total Beer 279,178 315,947 368,577 420,732 47 9,909

Total Domestic 1,050,368 1,116,300 1,195,978 1,247 ,201 1,297,926

Total Imported 943,299 1,006,979 1,125,780 1,281 ,020 1,410,186

on-Liquor 3,12 4 3,479 3,91 4 5,389 6,213

Total 1,996,791 2,126,758 2,325,672 2,533,610 2,71 4,325

P roduct Type 1997 1998 1999 2000 2001...................................... .................................... ................................ .............................................. ............................................ ..................................•.....

Sales by
Ontario Winery (Ores 106,257 114,805 111,765 118,219 123,739

Note : Value sales listed above for the LCBOand Ontario winery stores consist of net sales . Soles values for Brewers Reta il Inc.

consist of net sales plus GST. Ca tegory tota ls provided here include sales through VINTAGES and the LCBO Private Stock Prog ra m,
and therefore do not ma tch the totals found in the Produc t Trends sections of this Annual Report.

Wine 33 %

Beer 18%
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Product Listings

1997

Domestic

Spirits

Wine

Beer

Imported

463

533

330

1998 1999 2000 2001
.... ... ........ ,........... ................................................ .............

516 539 518 542

518 538 536 499

346 385 403 407

Spirits

Wine

Beer

484

938

212

542

963

213

601

1,085

218

586

1,192

26 1

641

1,113

276

Total Regular Listings 2,960 3,098 3,3 66 3,4 96 3,478

VI li\GES Wines
and pirits

Dury-Free Listings

2,744

205

3,037

213

3,23 5

2 10

3,569

235

3, 108

212

Consig nmenr Warehouse
and Private Srock 4,573 5,240 5,241 6,106 6,225

Total Product
Listings 10,482 11,588 13,406 13, 023

Note: The totoI number of regular products listed has been restated to reAect products listed for the entire fiscol year, rather than
products listed in the LCBOW inter Price Book, as had previously been the case. Product listing figures for Consignment
Warehouse and Private Stock are estimates bosed on invoices produced by Specialty Services. The total does not include prod ­
ucts delisted during the fiscal yea r.

LCBO Sales Channel Summary (in $0005)

1997 1998 1999 2000 2001
................................... ................ ...._..........................................

LCBO Total Sales 2,342,998 2,493 ,935 2,72 5,858 2,967,710 3, 177,9 16

Brewers Retail
Total ales 2,075,664 2,114,467 2,2 14,9 18 2,324,225 2,38 1,289

Winery Retail Srores
Total Sales 126,553 136,6 18 133,001 140,681 147,178

Other Channels:

Legal

Homemade

De-alcoholized Beer

801,799

59,945

19,217

861 ,708

60,918

17,708

888,670

63,567

23,872

941 ,465

59,070

22,3 14

1,000 ,660

49,025

20,870

Illegal 620 ,175 583,780 542,896 455 ,801 405,918
...._ _ __ __ _ _._ .

Grand Total 6,046, 351 6,269,13 4 6,592,782 6,911 ,266 7,182,856

Note: All ligures above are shown in gross sales . The numbers included in the Other Channels category are estimates . LCBO
and Brewers Retail Inc. ligures a re sligh~y overstated due to reciprocal sales included in the totals. These sales are
excluded in the chart below.

Value by Sales Channel

Brewers Retail 32%

Wi nery Stores

Other Legal 16%

Illegal 6%

Le BO 44%

LeBO ANNUAL REPORT 2000 -2001



Financial
overview

Average Retail Prices per Litre
1997-2001
25--------------

20--- ----,=-- - - - - - - - - -
15..- --i__- ---II..--__t--- __--

10 ---~----

o
1997 1998 1999 2000 200 1

Fiscal Year

Average LeBO Retail Prices
Product Type 1997 1998 1999 2000 2001

pirits $20.65 $ 19.41 $18.83 $18.47 $ 19.03

Wine $8.67 9.15 $9.63 $10.10 $ 10.19

Beer $3.03 $3.07 $3.14 $3.23 $3.38

Average Transaction
Value per Customer $26.69 $27.40 $28.07 $29.55 $30.51

Note : Reta il prices exclude GST and PST.

• Spirits

W ine

Beer

Revenue Distribution

SPIRITS WINE BEER

8%

-

.... Provincial Government 44 %

'-- Federal Government 13%

- Supplier 35 %

'---- Deposit

OUR SIXTH STRAIGHT RECORD YEAR

Supplier 36%

Provincial Government 53 %

Federal Government 11%

Provincial Government 60%

Federal Government 21 %

Supplier 19%
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The following table shows LeBO volume sales by category for fiscal

2000-2001.

Product Category Share
Canadian Spirits

Ca nad ian Whi sky

Ca nad ian Rum

Ca nad ian Vodka

Spirir Coo lers

Ca nadian Dry Gin

O ther

Imported Spirits

corch

Liqueur

Miscellaneous Liquors

Vodka

French Brandy

Spirit Coo lers

O ther

Canadian Wines

WhitcTablc

Rcd Table

7% Sparkling

Shcrry

Winc Coolers

O ther

1997

39.9 %

18.3%

17.1%

15.4%

3.2 %

6.1%

23 .0%

17.9%

11.9%

11.0%

8.0%

10.1%

18.1%

5\.3%

18.3%

6.3%

5.0%

3.5%

15.6%

1998

33.5%

15.6%

15.4%

28.1%

2.5%

4.9%

25.1%

19. 1%

13.9%

12.4%

9.3%

0.9%

19.3%

49.2%

20.5%

6.0 %

5.5%

3.7%

15.1%

1999

30.4 %

14.5%

14.3%

33 .5%

2.2%

5. 1%

23.8 %

18.7%

13.2%

13.9%

9.4%

0.1%

20.9 %

48.6%

22.3%

6.1%

4. 5%

3.8 %

14.7%

2000

29.9%

14. 5%

14.2%

34 .3%

2.1%

5.0%

22.0%

18.2%

13.5%

15.5%

9.0%

0.6%

2\.2%

48.4%

24.1%

6.2%

4.4%

\. 8%

15. 1%

2001

30.3%

14.7%

14.6%

32 .9%

2.1%

5.4%

20.2%

17.8%

13.6%

16.0%

8.8%

2.5%

2 \. 1%

48.4%

25 .7%

5.6%

4.5%

1.7%

14.1%

Note: the wine cooler figure for 2000 ha s been restated to net out Aavoured wine drinks from the coo ler catego ry.

Imported Wines

White Tablc

Red Tablc

C hampagne

Shcrry

Other

Canadian Beer

Ontario Becr

Other Ca nadian Beer

Imported Beer

U. . Beer

Other Import ed Bccr

akc

46 .7%

39 .0%

3.7%

2.2%

8.4%

94.3%

5.7%

42 .8%

56.9%

0.3%

43.8%

42 .1%

3.8%

2.0%

8.3%

93 .5%

6.5 %

42 . 1%

57.6%

0.3%

42.3%

43 .2%

4.1%

1.3%

9.1%

92 .4%

7.6%

4 1.8%

57.9%

0.3%

39.6%

44 .4%

4.6%

1.1%

10.3%

9 1.3%

8.7%

36 .9%

62 .9%

0.2%

37. 6%

46.3%

3.5%

1.0%

11.6%

88.4%

11.6%

3 1.0%

68 .8%

0.2%

-e LeBO ANNUAL REPORT 2000 -2001
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OUR S I X T H ST RAI GH T RECORD YEAR

Note: Sales ~gures of wine by volume and value exclude Private Stock sales. The wine cooler figure for 2000 has been restated

to net out Aavoured wine drinks from the coo ler category.

White Wine 35,226 34,093 34,483 34,9 13 35, 189
........_.__ _•.•.._.•.._ _ _ _---__ _ _.........•.._..•..._ _ _.._.._ - _ _ _ _...•..__ _ __ _ __ .
Rose Wine 2,108 2,493 2,853 3,264 2,984

868

5,358

3.457

3,894

3,659

3,970

2001

25,09 1

52,914

47,770

34,691

42,858

390,289

3 19,344

947

4,704

3, 158

3,968

3,373

4,454

2000 2001

2000

31,0 12 34,100

27,699

70,3 10

32,995

30,024

41,259

312,90 1

347,051

4, 121

1,019

3,820

2,718

3,349

4,812

1999

1999

27,875

23,490

26, 106

52,373

32,277

34,827

296,92 1

301,198

2,534

1,004

4,083

3,336

3,969

4,660

1998

1998

25,570

19,983

16,382

46,598

40,035

3 1,146

258,225

288,2 17

2,494

4,035

3,602

1,094

3,627

4,923

1997

23, 106

1997

16,341

27,67 1

21,072

44,099

33, 143

223,586

287,892

Rose Wine

parkling Wine

Fortified Wine

Wine oolers

VQA Wine'

parkling Wine

Fortified Wine

O ther Wine

White Wine

The following table shows detailed sales of wine by volume and value

(LeBO sales only).

VQA Wines'

Wine oolers

• VQA wine sa les are reported in a seporate consolidated totol and also within each wine product ca tegory.

O ther Wine

Volume (OOOs Iitres)

Product Type..............................................................................................................................................................................................................
Red Wine

Value ($ OOOs)

Product Type
....................................................................

Red Wine
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The following table shows LeBO Spirits sales by country

of origin for fiscal 2000-200 1.

Spirits 2000-2001 Spirits continued

Haiti 226 7
............................._ _ .

Gran d Total 1,313,505,875 69,729,755

Ant igua 19,082 638...............................................................................................................................................................................................................................................

.!~.~~.~L _ ??.:~.?..~ ?:..??~ .

.~=.~!?i.~.~~... ..... . . ??..:.~.?.~ ~.:.~.~.~ .

.~.I.~. ~. !.~.P.p.!..~=~ ~.?: .?...~..~ ~..~.??.~ .
Georgia 4 I,256 984
. ..

Australia 25,85 1 595. _ .

Norway 17,380 486
............................_ _ _ _ __.._ _ _ .

Trinidad 9,082 407
.._.- - .__._ - - ._..-_ _.._._ _ - _ _ _ .

.~~::..~~~.:r.~~~~__ _ __ _ _.._..?-:.~?_?..__.__.._.._._ _._ _~2.~ _..
Bulgaria 8,714 353._._ .__ .._ _..__ __ _ _ _ _ _ __ __ .

Venezuela 1,257 68........._ _ __.._._ _.._.._ _.__ _ _ _ - ._._ - _ - _ __..__ ..__ .

.~~~~_ __._ _.__ __ __._..~.:.?_?L__ _ ____ ___??. _.
Macedon ia I , I 0 I 53............................................._ .

NET SALES L1TRES

Great Britain

Country Name

.~~.~~.?.~.._ _ _ ~~.~.:.???..:~.~.?. s...~. :..?~? :.~?.~ .
148,580,427 5,657, 119.........................................................................................................................

.'::!..: ~:~: ~?:..? I..?..:.?. ~.~ ~:~~.?:.~?~ .
.~.~~.~.~.~. .. . . . .. .. .?~?~ ~.' .~.~.~ ~.:? ?..0:..~..~~ .
Ireland 47,50 1,768 1,754,472....................._ _ _ .

....~=.?.~.~ _ ___.. _._ _ ?~~???..:?.~~ _ ~..:.?.~. S..:.?:"? .
Italy 30,3 17,295 1,323,444.__ _..__.._-_.._._-_ _-_ __ _ _ _ _ _ _ _ _ _ _ -
Mexico 26,902,349 955 ,48 1............_ _ _ __ _._._._._..-- _.__._ _ __ _ _ _ - __ __ _--_ _-
Finland 10,673,494 495,47 1....._ __ __._._ _.__ _.._ _ __ _ _ __ _.._ _ _ _ _ _ _ _ _ _ _ _ _.-
Russian Federation 7,851,532 349, 063._-_.._._-- _._..__ _ _ _._ _.._ _.._.._-_._..•.._ __..-.__ _ __.__.__ __.._-

Poland 6,022 ,885 267,749
..........._ _ __.._ _.._-_ __ _.._ _ _ _ _ _ _ _ _ _ _..

Germany 6,488 ,458 258,509......._ __ _ _ _ _._-_.._ _ _ _ _ _ _.-
Barbados 4,099,767 181,076
..........................._ _ __ _.._ _ _ _ _ .

Jamaica 4,56 1,167 173,482........................................................................................................................_ _ _ .

.......~.r.~=.~!.~.~~_~.. .... . .. .. ... .. . .. .. .. . .. .. .. . .. .. .. . .. . . . .. . .. .. .. ... . ?:.~.??:. .~..?.?. ~..?? :~?.?. _
~.~~~~~.... . . .. .. . ~ :.?.~?.:~.~. I ~..?~~.?.?..~ .
Switzerla~.~ ~.:.?.~.~.:.~.~.~ ??:.~.?.~ .
South Africa 1,810 ,994 79,095.............................................................................................................................................._ _ ..

Cuba 1,420,206 56,261...................................................._.__ _ _ _ _ -

Portugal 1,148,986 40,232
............- -- - -.- - - - - - - -.- - - - ....

Bermud a 1,082,158 37,642...................................._ _..-_.._ _ --_.._._.._..__ __ _ _ _._.._ _ _.._ -
8 11,909 34,528

Croatia 740,030 28,126._ _ _ _ __ _.._._._ _ _ _ _ __ __.._ _ _ _ __ _._ -
Hun gary 524,542 24,304.....__ _.__.__ _-_.._ _-_ _ __ _ -

~.~~:~.r.~..~~~.~ __.._._..__ _.."_' _ _.._?.~.s._:..~ ~.~..__ __ _ ~.~:..~?.~ _..
Ukraine 432,0 II 16,600
........_ _._ _ _ ..
Lebanon 368,77 1 14,286
............_ _ _ _ -
Bahamas 30 1,868 13,7 18

.........................._ .

Denmark 3~~ :.~~? ~..?:...~..?~ .
People's Repub lic of China 252,057 13,131

......................................................................................................................................................................................................................
Austria 322 ,706 8,631......................................................................................................_ ..

.~.~~ ~~ _.._ _ ~..~..~.~..~.~.? ___ _?:.~.~.~_ .

.~~.~~ _ _ _ _ ___ __ __.._ __.__ ~.?~:.~.~~ __._ __ _..?:..~? s._ ...
Brazil 95,85 1 4,884.........................._ __--- _._ ___ __ _ __ _ _ - _ -

.......~2'~..~ ._.._ _ _ _ _ . .__ _ _._ ~?? :~.~_ _ ?:.~~.s._...

• : LeBO A N NUAL RE PO RT 2000 -2001
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T he followin g table shows L BO Wine sales by country

of origin for fiscal 2000-2 00 1.

The following table shows L BO Beer sales by country of

origin for fiscal 2000-2 00 1.

Wine 2000-2001 Beer 2000-2001
Country Nome NET SALES L1TRES Country Name NET SALES L1TRES

Note: Net value represen ts net sa les, excluding Priva te Stock sales. In fiscal 2000·2001 , the
LeBOsold products from 66 different countries.

People's Republic of hina 987,903 270,985
..........._ _•............__.......•.__ _ _.._ _ _ _ _ _ _ _ _-_.._-_..__.._ _ _._.._._-_ _ _.

Trinidad 758,452 191,221

Philippine 89,52 0 26,986
..........._ _.._._ _ _...•..•......_ _ _ _ _.._ _ _ _ _ _ .

uba 105,989 25,640
......................................................- - .

75,665 2 1,532

anada 222,185,926 65,923,22 1
.........._ _._ _ _.._ _ __ _.-.._._ _ _-_ _ _ _ __ _ _ _ __ _ _ - _ _ __ .

..A. 56,626,708 19,700,828
_ _.._._ _._.._ _ _ _ _..................•.......

erherlands 54,155.396 13,122,564
....................................................... . .

Mexico 43,537,653 10,873,818

157,408

116 2 1

513,755

447, 120,568 128,770 ,497

Austria

Grand Total

ingapore. .

Italy 528, 156 138,700
. .

.~~.r.~.~.~!?~.I _ _ _ _ ~?~.: .??.?. _.............. ....~.~.~.:?~~ _.
ourh Africa 358,822 110,176

....._ __ _ __ __ _ _ _ _ _ _ _ _ _ _ _ _ _.

ew Zealand 336,0 15 92.749
...............................................................................................................................................................................................................................................

roaria 166,359 44,260
......................................... .............................................................................................................................................................................................

.reece 134,363 32,42 1

ermany 18,303,940 5, 184,764
..........._ __ _ _..- _ _ _•.•...............................................•....

Great Britain 13,160.153 3,592.94 7
....._ _ _ _............. .................•......•.•..•.•....•._ _ _ _ _ .

Ireland 11,416,531 2,7 12,082
............................................................... . .

Poland 6,640,575 1,973,546
. .

Denmark 5,429,8 03 1,685,547
................................. ..........................................................................................................................................._ _ .

. ~.:~.~_.~:.p..~~.?~.~.: ?:...1.~.~..~?~~_ ?.~.~:. .~.~..~ .
.~:.l~!.~.'.~~... . . ... .... . ?:?~.~.:..~..?.?. ~.~.?:.~??. .
J..~I.>.~.[~ ~.:~.??:.??..?. .. .. .. . 5~.~..:~?? .
Jamaica 1,097,420 290,801

India 92,894 2 1,515
..........._ .

Slovakia 64,488 20,8 19..............._ _ _ __.._ _ _ _ _ _ .

Ukraine 54,828 16,749
.........................._ _._._ _ _ _ _ _ _ .

.....Y!>..r.~~..... .. ..... ... .. .......... .. ..... ........ .. .. ..... .. ........ .. .. ..... .. .. . .. .. ...... .. .. .. ... .. .... . .. ... .. ..... .. .~.? :.?..~.~.... ...... .. .. . 1 .~.:.?~.? ..
Kenya 55,207 14,738
..................................................................................................................................... . .

Panama 32,454 8,87 1
................._.......•........•.•.......•_...... . _ _._._.•.•._...•..•....._ _ _ _ .

France 52.696 6,843
..._.._ _._.•..............•.•..•......•.•..._ _ _ _ _ _ _ _ _._-_._.._ _ _ _ _ _ _ _.........•- __ .

Brazil 9,97 1 4,228
......................................._ __ _ -......•.......................

Israel 7,767 2,043
........................................................ . ..

Lebanon 6,500 1,441
. _ _..•.._ _ _ .

orway 6,488 1,154

Macedonia 259,73 1 32,900- _._ __ __............•............_..........•....•..........._.•.........•...•_ _._ - _ -
Mexico 332,60 1 32,4 51- --_._.._..__..__.•.._.._ _ _ _._.._ __.•..__ __ _..•._ _ _ _.....•.._ - -

Denmark 317,736 29, 117- --_ _._ _ _ _ _ _ _ _ -
Jamaica 253,424 29,06 1
...__ _ ................................................................. . .

lovenia 182,981 24,752
.............................................................................................................................................................................................................................

Poland 252,689 17,836- _ .__.__ _-- _ _....................................................•...._ _ _ _ _ _ _ _ -

~~~_._ _ ~~..~.:~.? ..~ ~..?:?.~~ -
Rep~.~~~.~..?~..~.?.~.~.~.~~ ~..?I..:.?..?.~ . .. .. .. . .. .. . I..~.:~.s...s. ..
JaP:~~........ ...... . ... ... . ~ 11..:.~~..~... . .. . 11,791
Morocco 88,477 8,489_ ._.._.._ __ _ __ _ _ _ _ _ _ _ -

yprus 58,200 8,142
.._ _ _ _ -•...._ - _ _ _ _ _ _ - -

Turkey 54,927 6,827_ ._--_..__ _... . .

Czech Republic 4 1,235 6,441
.............................. . .

Algeria _ _ ??:..?.~.?. ~..:.~~? ..
Georgia _ ._ _ _ _ _ _ ~..? :~..?...~ _ ~..:~.s..~ _
Lebanon 143,228 3,897--_ .__._ -_ _._ _ __ _ _ _ _ _ _ _ -
wirzerland 65,949 3, 148

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

Belgium 11,738 657- _..__._._................................. . .

Malta 5,661 579--- - _ .._.__ __._ __ __ _ __ _ _ _ _ - _ _ -
People' Republic of China 74 1 54- - - _.__.__..__ _ _- _ _.._...........•-._ _ _ _ __ -

GrandTotal 858 ,078,587 85 ,849 ,774

Canada 212,17 1,082 27.382 ,135_ _ _ -_ _.._ _ _..__ _ __ -
France 193,522,068 17,396,846

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

Italy 136,036,416 13,488,372................................................................................................................................................................................................ .

U. .A. 97,562, 116 8,466,644
..........._............................................... .....................•......•................•......•....•......•.........•....•.•..•.•........•....•.........•...............................•-

Australia 79,219,6 13 5,642, 180-_.____..__ _.•.._ __ - __._.._._ _- _.._._ __ _ _ _ _ -
hile 37,739,151 3,638,220---_ ._-_.__ _._..__ _ _.__ __ _ _ _.__ _•.•.._ _ _ _ _ _ _ _ _ -

Germany 19,971,395 1,983,204
..._ .

Port.~.~~.I ~.?:..~.~~.:.?.~..~ ~..:?~.s...:~?~ .
pain 18,492,110 1,511,838_.__ _._._ _.._... . _ _ -._ _•....................•....•_ _ .

ourh Africa 13,073,072 1,278,733-_.__._._.._ _ _ _._ _ _ _ _ _ - _ _........•..•._..•.._..__•....._ _ _._ -
Greece 5,134,720 664,490_..__-_ -

~.r.~.~.~.1.~.~ .[~.~. . . 5,.1..?~.:.? ?.?..... . . . . . .. . s...?? :.?.~.?. .
~..~.~~.~.r.r ? :.~..1..? :.?. .?.~.. ... .. .. . . ~..~.~:.~..~? ..
Bulgaria 3,249, 792 425,4 73-_..___.._ _...•._ __ _..•......•..............-•.•......•..•...•..•.•........_ _ _ __ _ _ _._ _ _ _..........•-

Great Britain 1,872,630 347,4 16_ .._._._ __ - __....... ..............................•- _ _.........•..•.•.•....•_ _ _.......•....•.•............_ _..•.........•.•....._ -
ew Zealand 5,313,502 34 1,582

......_ .

Croatia 773.354 98, 186
................................. ......................................

I racl 793,47 1 77,569-_.__.._ _._...•._..... . __ _._ _ _ _ _ __ _ - __ __•.•......._ _.- - _ _ __ -
Austria 518,597 46,232- _._--_.._.._ _................•.._ _ __ __.._-.-_ _._ __._-_._ _ _._.....•.•.•...._._ __ _..•.._-•..........__ -

Federal Republic of Yugoslavia 3 14,849 40, 192_._-_.._........•..........•............................................................................_ .

Romania 281,050 34,464
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Audita
I

rs
repor

TO THE UQUOR CONTROL BOARD OF ONTARIO AND TO THE MINISTER OF CONSUMER AND BUSINESS SERVICES:

I have aud ited the balance sheet of the Liquor Cont rol Board of Ontar io as at March 3 1, 200 1 and the stateme nts of income and
retained incom e and of cash flows for the year then ended. These financial statements are the responsibility of the Board 's mana ge­
ment. My responsibil ity is to express an op inion on these financial stateme nts based on my audit.

I conducted my audit in accorda nce with anad ian generally accepted auditing standa rds. T hose standards requi re that I plan and
perform an aud it to obta in reason able assura nce whet her the financial statements are free of materia l misstatement. An aud it
includ es examining, on a test basis, evidence suppo rt ing the amo unts and di closures in the financial sta teme nts . An aud it also
include assessing the acco unt ing princ iples u ed and ignifi cant e tim ates made by managem ent , as well as evaluating the overall
financia l sta tement pre entatio n.

In my opinion , these financ ial statements present fairly, in all material respects, the financial position of the Board as at March 3 1,
2001 , the results of its operat ions and its cash flows for the year then ended in accordance with anadia n genera lly accepted
acco unti ng principles.

Erik Peters, FCA
Provincial Auditor

To ronto, Ontario
Ju ne 11, 2001

Balance Sheet
Assets (in $0005)

As at March 31 , 2001

2001 2000

Current

Account payable and accru ed liabilities

urrcnt portion of accrued benefit obl igat ion ( ore 3)

Current

ash and cash equivalents 47,96 I 3 1,133

Accounts receivable, trade and others 15,649 13, I 14

Inventories 260 ,6 19 255 ,398

Prepaid expenses 6,086 9,079
_ _ • • • __ _ _ • __•• _ •••_ •••_ ••••••••••••••••••••••••••__••••••••••••••••••_ _ ••••••••••••••••••••__•••__•••••••••••••••• ••••••••••••••• •••••••••_ ••••• •• ••• • •••• • • • • __ _ • • • __• •• _ _ •••__0 •• _ •••__•••_._.

330,315 308,724
Long-term

apiral as et ( ore 4) 186,996 172 ,124.................._ __ ___ __ _ _ _·5"1, ;"3"1i ..····· ···..·..· 4·80;..848..··· ·

Liabilities and Retained Income

2 18,836 209,074

4,202 1,358
.................................................................. .....................................................................................................................

223 ,038 2 10,432

Long-term

Accrued benefit ob ligation ( ore 3)

Retained incom e

Commitments a n d Co n ti n ge ncies ( o tes 5 a n d 8)

See accom panying nates ta financial statements.

26,329

267,94 4

517,311

10,794

259, 622

480,848

Andrew . Brandt

Chair and ChiefExecutiue Officer
R.A. (D ick) Dolphin

Member; Chair, Audit
and Governance Review Committee
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Cash used for investment activities

et incom e for th e year 876,272 845,694

OUR SIXTH STRAIGHT RECORD YEAR •

213,928

6,555

24,578

31,133

2000

845,694

29,582

920

876,196

2000

1,288,903

(795,000)

2,549,458

(5,000)
....................•....•...........

(800,000)

16,828

31,133

259,622

47,961

2001

876,272

40,546

2001

1,390,575

(846,000)

2,734,937

Year ended March 31, 2001Flows

os ts and cxpc nses

os t of sales

Retain ed incom e, beginning of year

(in SOOOs)

ct income

Loss on sale of capital assets 192

Sales and other income

917,010

See accompanying notes to financial statements.

(in SOOOs)

Statement of Cash

Cash Provided from Operations

Amortization

ash and cash equ ivalents, end of year

Increase in cash during th e ycar

ash and cash eq uivalents, bcginning of ycar

Worker ompcnsation Ben efits ( o re 3) (I 7,950)
................................................................................................................................................................................................ ...............•...................................................................

1,117,944 1,059,622

Statement of Income and Reta ined Income
Year ended March 31, 2001

850,000 800,000
..........................................................................._ __ _ _ .
Retained income, end of year 267,944 259,622

Deduct : Dividend paid to Province of Ontario 846,000 795,000

Dedu ct: Paym ent to municip aliti es

on behalf of th e Province of Ontario ( ore 9) 4,000 5,000

Rctail sto res and mark eting 339,017 303,272

Warchousin g and distribution 46,565 4 1,888

Administrati on 4 1,962 40, I 19

Am ortization 40,546 29,582
.................._ _ _...•........_ _..•..............._....•......._ _ __ _ _.........•...._ _ _....•..............•.•....•.......- _ _ _ .

1,858,665 1,70 3,76 4

Cash used for financing activities

Dividend paid to Province of Ontario

Payment to municipalities
on behalf of th e Province of Ontario

Non-cash balances related to operations

Working cap ital 4,999 (15,198)

Accrue d ben efit obligation 429
............................................._ _ _ _ .

922 ,438 860 ,998

See accompanying notes to finan cia l statements.

Purchase of capital assets (55,689) (54,456)

Proceeds from sale of capital assets 79 13
.........................................................................................................................................................................................................................................................................................................._ _ .

(55,610) (54,443)

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

(850,000)



Auditor's
5~ report

1" "

1. Nature of the Corporation (e) Cash and Cash Equivalents

The Liquor ontrol Board of nrario (Board) is a corpo­

ration without share capital incorporated under the Liquor

Control Act, R.S.O. 1990, Chapter L.lS. The corporation

is a govern me nt ente rprise responsible for regulating th e

production , importation , distribution and sale of alcoholic

beverages in the Province of ntario. As an Ontario

rown orporarion , the Board is exem pt from income

taxes under ecrion 149(1 )(d) of the Canadian Income Tax

Act. T he Board transfers most of its profits to th e Province

of Ontario 's on solidated Revenue Fund in th e form of a

dividend.

2. Significant Accounting
Policies

(a) Basis ofAccounting

T he Board 's financial stateme nts are prepared in accor­

dan ce with Canadian generally accepted account ing

principles.

(b) Inventories

Inventories are valued at the lower of cost and net realiz­

able value with cost being determined by th e moving

average cost method.

Cash and cash equivalents comprise cash, and highl y

liquid investments with origin al maturi ty dates of less

than 90 days.

T he Board 's investment policy restri cts hort-terrn invest­

ments to high liquidity, high grade money market instru­

ments such as federal/provincial treasury bills, banker's

acceptances and term deposits.

(j) Employee Benefit Obligations

T he Board provides pension s benefits to its employees
through participation in the Publi c ervice Pension Fund

and the Ontario Public ervice Employees' Union Pension

Fund. T hese plans are acco unted for as m ulti -employer

defined benefit pension plans as th e Board has insufficient

information to appl y defined benefit plan account ing.

T he expense represents th e Board 's cont ributions to th e

plan s during the year. T he cost of post-retirem ent, non­

pension employee benefits are paid by Management Board
Secretariat and are not included in the Statement of

Income and Retained Income. Effective Apri l 1, 2000,

the Board also accru ed Workers ornpensation Benefits

(see ore 3) and included in-year changes in the accru al

in administration expenses. T he accru ed benefit obli gation

also includes an accru al for termination paym ents.

(c) Capital Assets

(d) Use ofEstimates

Minor capital expend itu res and th e expend itu res for

repairs and maintenance are charged to income.

Major cap ital expend itu res with a future usefu l life beyond

th e current year are capitalized at cost and are amortized

on a straight-line basis according to their estima ted useful

live , a follows:

3. Workers Compensation
Benefits

Effective Apri l 1, 2000, the Board recognized its workers

com pensation ob ligation in the amount of $ 17.9 million

which is not funded. This is th e first year of recognizing

this obligation in accordance with the Canadian Institute

of Chartered Accountants' new recommendations for

accounting for employee fut ure benefi ts. The new recom­

men dations have been adopted on a retroactive basis

without restatement. The impact on prior years has been

reflected as an adjustment to op ening retained earn ings.
The current year's impact is included in administrative

expenses. T he recognized amount has been determined

from actuarial calcu lations provided by th e Workplace

afety and Insurance Board. At March 3 1, 200 1, the

Provision for wo rkers compensation benefits totaled $ 17.2

million and is included in the accru ed benefit obligation

togeth er with accru ed termination paym ents of 13.3

million (1999 - $ 12.2 million).

20 years

5 years

5 years

3 years

Buildings

Furniture and Fixtures

Leaseho ld Improvements

Computer Equipment

The preparation of fina ncial statements requ ires manage­

ment to make estimates and assumptions that affect th e

reported amount of asset and liabiliti es at the date of the

finan cial tarernenrs, and the reported amounts of revenues

and expenses during the reporting period. Actual re ults

could differ from thos e estimates.
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4. Capital Assets

2001 2000

Cost Accumulated Net Net
Amortization Book Book

(in $OOO's) Value Value

Land 13,835 13,835 13,835

Buildin gs 281,718 182,541 99,177 81,871

Furniture

and fixtures 35,736 27,645 8,091 6,512

Leaseh old

imp rovem enr s 103,589 71,109 32,480 29,913

orn pute r

equipme nt 84,748 51,335 33,413 39,993
.................................... ......................................................... ..................................................................................

519,626 332,630 186,996 172,12 4

5. Lease Commitments

T he Board is committed under operating leases on leased
prem ises with futu re minimum rental payments du e as
follows:

(in $OOOs)

2002 28,575

2003 25, 080

2004 2 1,323

2005 18,428

2006 15,96 3

Thereafter 72,707

182 ,076

6. Pension Plan

T he Board prov ides pension benefits for all its permanent

employees (and to non-permanent em ployees who elect to

participate) through the Public Service Pension Fund
(PSPF) and the Ontario Public Service Employees' Un ion
Pension Fund (O PSEU Pension Fund) established by the
Province of Ontario.

Auditor's
report

T he Board 's expense related to the PSPF and the O P EU
Pension Fund for the year was $9 .8 million (2000 - $9.4

million) and is included in Cos ts and expenses in the
Stateme nt of Incom e and Retain ed Incom e.

7. Hedging

T he Board has ente red into forward foreign exchange con­
tracts to manage the foreign exchange risk associated with

its purchases from foreign suppliers. A forward foreign
exchange cont ract is an agreeme nt between two parties to

set exchange rates in advance.

As at Ma rch 3 1, 200 1 th e Board had $ 1,469,069

(2000 - $ 1,44 1,000) forward foreign exchange cont­

racts outstanding.

C redit risk is the risk that a parry to a forward foreign
exchange cont ract will fail to discharge its obli gation and
cause the Board to incur financi al loss. T he Board mini­
mizes credit risk by only dealin g with major Ca nad ian

C harte red banks and Canad ian subsidiaries of major

foreign banks.

8. Contingencies

T he Board is involved in various legal actions arising out

of the ordinary course and conduct of business. T he
outcom e and ult imate disposition of these actions are not
determinable at thi s tim e. Accordingly, no provision for
these actions is reflected in the financial statements .
Settlements, if any, concern ing these cont ingencies will be
accounted for in the period in which the settleme nt

occurs.

9. Payme'nt to Mu n ic i pa lities

T he Board was directed by Cabinet to contribute $4
million in 2000-2 00 1 (1999-2 000 - $5 million) directly
to mun icipaliti es, based upon a funding formula devel­

oped by the Ministry of the Environment (M OE) .
T his contribution is to support MOE's waste diversion
program. Cabinet further approved that $5 million be
paid in each of the next five years.

10. Comparative Figures

T he March 3 1, 2000 comparative figures have been reclas­
sified where necessary to conform to the current year's

presentation.
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Boord
em ers

MEMBERS OF THE LCBO BOARD, LIKE THOSE OF OTHER PROVINCIAL GOVERNMENT AGENCIES,

BOARDS AND COMMISSIONS, ARE APPOINTED BY THE SITTING GOVERNMENT THROUGH

ORDERS-IN-COUNCIL. APPOINTMENTS, UP TO FIVE YEARS, ARE SOMETIMES RENEWED.

Andrew s. Brandt:
Appo inted Chai r and Chie f
Exe cut ive Officer February 6 , 1991 .
Term ex p i r e s February, 2003 .

Re-ap pointed in 2000 for a fourt h th ree-year

term as C hair and EO, M r. Brand t carne to

the L BO after a long and distin guished career

in the pr ivate and publi c secto rs. He began his

pub lic-service career in Sarnia, where he served

on city council for almost a decade, including

three terms as mayor. In 1981 , he was elected

to the Ontario Legislature as M PP for arnia

and becam e, successively, Parliam entary

Assistant to the M inister of Labour, Minister of

the Environme nt , and Minister of Industry and

Trade. In 1987, he was nam ed Leader of the

Ontario Progressive Co nservat ive Party, a post

he held until 1990. In the private sector, Mr.

Brandt ran a successful wholesale and retail

mu sical instrument business for many years. He

is also an active and award-winn ing voluntee r

in several community organizations, including

the Un ited Way, Rotary lub , Kiwanis C lub

and Larnbron ollege Founda tion. nc of

anadas top 200 CEOs, acco rding to the

Financial Post magazine, he was nam ed

Business Suppo rt Person of the Year by the

Ontario Gra pe and W ine Festival in 1997. H e

has also been appointed an Offi cer of France's

Ordre du M erite Agricole and a C hevalier in

the Co nfre rie des C hevaliers du Tasrevin, and

was admitted to the roll of the Keepers of the

Quaich in corland . In 200 1, he was on e ofsix

finalists for the l Srh Annual Marketer of the

Year Award, given by the Toronto chapter of

the Ame rican Marketin g Association.

The Members ofthe LCB O Board, from left to right:
Thom A. Bennett, Dr. Merle A. j acobs, j ohn C. Hopper, R.A. (Dick) Dolphin and j ohn S. Lacey.
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Thom A. Bennett:
Appointed October 11 , 2000 .
Term expires October, 2003 .

Pre ident and ow ner of Bennerr Insurance

Agency Lrd ., Mr. Benn err is a seasoned

sen ior exec utive with a proven business ma n­

ageme nt background and spec ific expert ise in

th e field of em ployee ben efits. H e has served

as C ha ir of the O nta rio Video Lorrery

Corporation and Vice- hair of the O nta rio

Lorrery or porarion, whe re he took part in a

major re tru cturing program design ed to

enha nce th e co rpo ration's efficiency and pro f­

itabili ty. A resident of Ottawa, he sits on the

Board of Directors of th e University of

traw a H eart Institu te; has coac hed lirrle

league baseball in epea n; has served as

ecreta ry of th e Kiwani lub of ourh

rrawa; and was a ub Leade r with th e Boy

cours of anada.

R.A. (Dick) Dolphin:
App ointed October 7 , 19 97.
Term expires October, 2003 .

A Fellow of the Insti tute of harrered

Acco unta nts of Ontario , M r. Dolph in ret ired

in 1997 from financ ial serv ices giant KPM G ,

for whom he'd work ed for 23 years. He spent

many of tho se years as Managin g Partner of

its T hunde r Bay office, practi ing his spec ial­

ty of municip al fina nce . M r. Dolphin pent

six years as a dir ecto r of the T hunde r Bay

hamber of o rnrnerce, including o ne year

as President, and is immed iate pa t- hair

and CEO of th e Ontario hamber of

ornmcrcc. H e served on Thunder Bay's r.

Jo eph's Hospit al Board in several capac ities

between 1986 and 1991 , including a term as

hair of it Fina nce and Audit om mi rree.

He was also a member of th e Port Art hur

Rotary lub from 1984 to 1997. Mr.

Dolphin now resides in Peterborough , wh ere

he owns and op erates th e consulti ng firm

Dick Dolphin & As ociat es, He is also hair

of iry of Peterb orough Hold ings Inc. and is

a Member of th e ouncil for th e Institute of

harrered Accountants of Ontario.

John C. Hopper:
Appo inted Sep tember 8 , 1997 .
Term expires September, 2003 .

A native of rrawa, M r. Hopper began wo rk

in automo bile sales th ere in 1963. H e moved

to orth Bay in 1971 to establ ish John

H opper Pontiac Buick, and is today President

and Dealer Prin cipa l of Hopper Automobi le

Lrd. , and President of aturn of orth Bay.

H e was a founding member of th e orth Bay

Automo bile D ealers Association and the

o rt hc rn Ontari o Auto mo bile Dealers

A soc iarion, and past-Pr esident of th e

Ontario Automobile Dealers Association. A

form er orth Bay city counc illor, he has a

lon g history of co m m unity service: he is a

member of th e Ma onic Lodge; a member

and past-Pr esident of both th e Rorab hr ine

lub and orrh Bay Kiwani lub: a

member of th e orthern nrario an cer

Research Fou ndation; a member of the Board

of Governo rs ofThorneloe niversiry in

udbury; and he chai red th e 7 ,000 ,000

fund raising cam pa ign for o rrh Bay's new

cne ral Hosp ital, whi le al 0 serving on its

Adv isory Board . He was th e Kiwani lubs

itizen of th e Year in 199 3. In 1998, he was

elected a Mel O sbourne Fellow to th e

Kiwan is Foundati on of anada .

Merle A. Jacobs:
Appo inted December 17 , 1997.
Te rm exp ires December, 2003 .

Dr. Jacob s began her career as a nurse, even­

tuall y becoming a nurse ma nager in th e

department of psychi atr y at orth York

Branson Hospital. O ver nearly 30 year in

the field , she has also pursued her ed uca tion,

and has now com pleted a Diploma in

ursin g, a Bachelor of Art s degree, a

Ma ster 's, and a Ph.D. in ociology at York

University. Her profession al experience and

stu d ies have sha red a focu on mental health,

as does mu ch of her extensive volunteer

work. he has maint ain ed her kills as a

Registered ur e by working at the Women's

Inp ati ent Unit of th e ent re for Add iction

and Mental H ealth. She has also served on

th e Board of Toronto's Queen rrcer Mental

H ealth Ce nt re and is an execut ive mem ber

of the Regist ered ur ses Associat io n of

Ontario' Mental Health Interest Group. he

is a dir ector of Root s ultural Foun dation

and Royal Busin ess Train ing ent re and

teaches at Ryerson Polytechn ic Univ ersity

and York Uni versity. As a practi ing nu rse

psychotherapist and owner ofT he Lawrence

ent re, Dr. Jacob s has also develop ed her

busin ess planning and budgeting skills, as

well as her knowledge of human resources

issues.

John s. Lacey:
A p p o in te d June 26 , 1996 .
Appointed Vic e Chair June 25 ,
2001 . Term expires June , 2002.

Mr. Lacey i a veteran ofthe retail, ho pi­

raliry and com m unications indusrrie , with

nearly 35 years of experience with com panies

such as O shawa Group Ltd ., WI We tern

Int ern ational Com m unicatio ns Lrd ., co tr's

Ho spi talit y Inc., Mol o n, Lob laws, and the

H olid ay Inn and Marri orr hot el chai ns. ow

Execut ive hairman of Loewen Group Inc.,

Mr. Lacey is a grad uate of th e H arvard

Busin ess School wh o em igrated to anada

from o urh Africa in 1978 and becam e a

Canad ian citizen in 1983. Mr. Lacey is also a

directo r ofTelus and larica, and hairm an

of Do ncaster Racin g Ltd . H is com m uni ty

int erests include the en tre for rudi es of

hildren at Risk, whi ch is affiliat ed with

McM aster University and hedoke­

McM aster Hospitals.
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(FOR THE FISCAL YEAR ENDED MARCH 31, 2001, UNLESS OTHERWISE NOTED)

The Marketplace Our Stores

601 umber of LCBO srores
serving co m m unit ies across
Ontario

77 umber of L BO srore
offering more th an 2,5 00
brands for sale

Our Financial
Performance

$2 .7 billion The LCBO's net sales and
other income

107 umber of L BO agency
srores serving Ontario
com m unit ies without large
eno ug h populations ro sup­
porr a regul ar LCBO ror e

847 umber of Beer tores,
Ontario winery sto res, on ­
site di still ery and brewer y
outlets and privately-oper­
ated du ty-free sto re 10

Ontario

44 .2 Perc entage share of Ontario
beverage alcohol mark et , in
dollar valu e, held by th e
L BO

$7 .2 billion To tal estima ted valu e of
Ontario's beverage alcohol
market

$4 06 million Estima ted valu e of
Ontario' illegal alcoho l
mark et

194 Number of L BO srores
offering 1,500-2 ,500
brand for ale

165 umber of L B srore
offering 1,000-1 ,500
brands for sale

144 umber of L BO srores
offering 500- 1,000 brands
fo r sale

2 1 umber of L B ror e
offering fewer than 500
brands for sale

12,049 umber of product tast-
ings co nd uc ted in LCBO
srores

7 umber of da y per week
mo st LCBO sto res are
open

33 6 umber of per fect 100 per
cent co res received by
L BO srores from mystery
shoppe rs

Percentage of cusrome rs in
a Februar y, 2001 ur vey
who said th ey were di ssatis ­
fied with service in LCBO
srores

88 .8 million Total number of tran ac­
tions in L BO srores

$85 0 million Dividend the L BO trans­
ferred ro th e Government
of Ontario for 2000-200 1
(exclud ing taxes)

$3. 9 billion Amount the LCBO has
transferred the last five fis­
cal years co mbined (exclud­
ing taxe )

32 1 Percentage return on tax­
payers' eq uity

32 The LCBO's profit margin ,
expressed as a percentage

17.1 T he LCBO's operational
expen es as a per centage of
net sales for 2000- 200 1

$255 mill ion Amount th e L BO trans­
ferr ed to th e provincial
gove rn ment in Pro vin cial

ales Tax (P T ) in 2000­
2001

$357 million Amount the LCBO tran s­
ferred ro th e federal gov­
ern me nt in G T, excise
taxes and cusroms duties

$2 8 million Amount th e LCBO spe nt
on capital improvem ents ro
its sro res (renovations, relo­
cat ions, repairs, erc.)

23.3

20.9

Percentage of all L BO
transactions paid by debit
card

Percentage of all L B
tran sacti on s paid by cred it
ca rd

• C 0 ANNUAL REPORT 2000-2001



Products and Pricing Our Employees Social Respo nsi bility

Our Fundraising

Quality Assurance

14 ,589

3, 108

66

957

1,283

2,060

81

64

57

Total nu m ber of prod ucts
ava ilab le th roug h L BO
rores, catalog ues and pri­

vate o rdering service

umber of new VI TAGF

products offe red in sto res
and through the Classics
Catalogue

umber of co unrries fro m
whic h th e LC BO bou ght
prod ucts

umber of products dis ­
counted by up to 20 per
cenr through the LC BO's
Lim ited T ime Offer pro­
gram

umber of products th at
carrie d a "value-add" bonus
item

umber of products with
bonus AIR MILES
Rewards

Percentage of domestic
spirits pri ces mad e up
of federal and provincial
taxes, levies and markups

Percentage of domesti c
wine pr ices made up
of federal and provincial
taxe , levies and ma rku ps

Percen tage of domesti c
beer pri ces mad e up
of fede ral and provincial
taxes, levies and markups

3, 174

3,123

129

5,06 1

2,242

9, 187

119 ,2 54

4,3 17

$ 105,000

$3 06,474

umber of perm an enr full­
ti me L BO em ployees

umber o f casua l em ploy­
ees wo rking in LCBO
sto res at f cal-year end

Number of LCBO product
consultants available to
offer expe rt advice to cus­
tomer

umber of LCBO Retail
staff who have passed th e
h igh est level of our th ree­
level Product Knowledge
Course to dat e

umber of LCBO Retail
staff who received training
to help prevenr service to
m inors or people wh o
appea r intoxicat ed

umber of LCBO Retail
staff who have received
responsibl e service training
to date

Number of calls handled
by L BO Infoline offic ers

umber of e-mails handled
by LCBO Infoline offi cers

Amo unr donated by LCBO
em ployees to th e United
Way in calenda r 2000

Amo unr raised for cha rity
through donation bo xes in
LCBO sto res in calendar
2000 (No te : T his do es no t
include funds raised for
local charit ies in January
and June, or funds raised
by th e Royal Canad ian
Legion in ovember.)

1, 148,64 6

79 ,844

3,597

15,518

33 0, 000

347

66 3

umber of customers chal ­
len ged fo r pro of of age o r
sobriety by LC BO staff

Number refused service by
L BO em ployee

Number of BYID tamper­
resistant identification
cards issued by th e LCBO

Toral number of BYID
cards issued as of M arch
3 1,200 1

umber of product te ts
ca rried o ur by LCBO's
Quality Assura nce
Laborato ry

umber of products reject­
ed by Quali ty Assurance
for health concern s, con­
sume r safety issu es and
other qu ali ty conr ro l
problem s

Number of seized product
tested for enforceme nr pur­
po ses by Quali ty Assura nce

umber of product recall
issu ed by Quality
Assurance
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Product Listings
Do mes t i c

Canad ian '\ ' hi sky

Cana d ian Blended Rums

Cana d ian Gin

Canad ian Vodka

Ca nad ian Brandy

Ca nad ian Blended Brandy

Canadian Sp irit Coole rs

Fruit Sp irits

Miscellaneous Liquors

Canadia n Liqueurs

O nta rio Wines

O ntario '\ ine Coolers

Othe r Cana d ian Wines

Cana d ian Cide r

Canad ian Beer ( incI. Beer Coo lers)

1997

I 5

95

2 1

69

7

8

4 5

2

52

490

10

2 1

12

330

1998

160

112

20

o

6

9

56

22

48

46 5

5

2

2 1

346

1999

168

123

22

5

6

9

46

23

53

4

4

39

18

38 5

2000

158

105

22

o

6

12

5 1

o

24

55

4 4

5

3

14

403

2001

163

109

19

5

8

8

64

o
2

44 8

7

32

12

407

Alcohol 0 3 4 3 3_ _._ __ __._._ .__.._.._ _.._.__..__.._._-.._ _-.-.._.•.__..-----_.._..__._..-_ -_._ ___.__.._ _ _ ___ _ _- _ _ _.
Min iatures 9 6 6 9

Bitters

Imported

Scotc h '\ hisky

Irish '\ ' hiskey

American '\ ' hiske y

Gin

Rum

Vodka

Tequila

Brandy

Frui t Spi rits

Miscellaneou s Liquors

Liqueurs

'\ ' ines

Beer and Sake

Miniatures

Coole rs

Bitters

3

1,326

1997

108

6

17

13

14

3 1

12

66

2

116

936

2 12

22

18

8

3

1,380

1998

127

8

2 1

14

18

38

9

2

4

67

13

958

2 10

19

9

10

3

1,462

1999

135

10

2 1

16

16

4 1

10

10

2

78

135

1,080

2 16

20

10

3

1,457

2000

108

II

2 1

20

47

19

100

3

86

125

1,18

256

18

II

10

3

1,448

2001

119

10

22

15

29

53

23

101

3

96

12

1,111

276

28

7

10

Tota l Regu lar List ings 2,960 3,098 3,366 3.496 3,478-_.._..._..._..._..._..__._....._.._...._..._...._...__....__..._....._..._.._...._.._..._._-_.._ .._.__...__..__.- ..._...__.._--_..__.._...__.._.._-_..__.._._.._-_.._....._..
Vintages '\ ' ines and pirits 2 , 3,03 3 ,235 3,569 3, 108

Dut y-Free List ings

Co ns ignment W'arehou se
and Private Stock

Total Product Listings

205

4, 57 3

10,482

2 13

5,240

11 ,588

2 10

5,241

12,052

235

6 , 106

13 ,406

2 12

6 ,225

13,023

Note: Product listing fig ures for Cons ignment Warehouse and Private Stock a re estimates based on invoices prod uced
by Specialty Services. The wine cooler figure for 2000 has been restated to net out Aavoured wine dr inks from the cooler
category.



Sales Channel Summary (value in $0005)

LCBO 1997 1998 1999 2000 2001

Retail Sales 1,923,7; 0 2,022 ,638 2,209 ,024 2,390 ,949 25;6,340
....................................................................................................................................................................................................................................................................................................................._ .
Licen see Sales 3 14,6;2 34 ,083 370 ,496 396 ,8 9 4 19,73 1
.........................................................................................................._ _ _.......•................

Agency Sales 22,643 2;,0;9 29,180 32,420 33,981
.....................................................................................................................................................................................................................................................................................................................................
Duty-Free/ Warehouse 17,349 1 ,318 20 ,696 34,4 ;4 3; ,943
....................................................................................................................................................................................................................... ............................................................................................................
Duty-Free/LCBO 12,1;6 13,367 13,028 303 ()
.......................................................................................................................................................................................................................................................................................................................................
BRI Sales 48,920 64,89 1 80 ,438 109,692 128,848

Othe r Sales 3528 3579 2,996 3,013 3,073

To tal 2,342 ,998 2,493,935 2,725,858 2,967,71 0 3,177,916

Brewers Retail

Retail & Licen see Sales 2,075,664 2,11 4,467 2,214,918 2,32 4,225 2,381 ,289

Winery Stores

Retail Sales 126,553 136,618 133,001 140 ,681 147,178

Other Channels

Legal:

Cross-Borde r Exempt 141 ,372 1; 3,479 136,213 1; ; ,818 208,6 14
...................................................................................................................................... . .

Cross-Borde r Declared 2,;24 3,0;4 3,862 3,124 2,6; 8
.................................................................................................................. . ..
Brew Pubs 1,467 1, 3 1,6; 2 1,9;0 1,624
............_ .
Wine Pubs 2,904 3,9;2 4,233 4,72 2 4,647

-Brew-Beer 1;1 ,482 1495 34 1; 7,633 163,9; 9 174,42;

-Brew-Wine ; 02,0;0 ; 49 ,9;2 ;8;,077 6 11,892 608 ,692

To tal 801 ,799 861,708 88 8,670 941 ,465 1,000,660

Homemade :

18,323

30,7 02

18,473

40,; 97Wine 43,823 44,0 1 4; ,807
.....................................................................................................................................................................................................................................................................................................................................
Beer 16,122 16,84 17,760

Total 59 ,945 60,918 63 ,567 59,070 49, 025

De-alcoholized Beer 19 ,21 7 17 ,708 23,872 22 ,31 4 20,87 0

Illegal:

Smuggling 42 1,443 393 ,99 1 3;3,344 279 ,883 2 0,73;

Wine Manufactur ing 198,732 189,789 1895 ; 2 I 5,9 18 13;,183
...................................................................................................................................................................................................................................................................................................................................
Total 620,175 583,780 542 ,896 455,801 405,918

Grand To tal 6,046 ,351 6,269,13 4 6,592,782 6,911,266 7,182 ,856

Note: All figures above are shown in gross sales. The numbers included in the Other Channels category are estimates.
Brewers Retail Inc. and W inery Store sales data were supplied by the Brewers of Ontario and individual Ontario wine ries.



Retail Price Breakdowns

Spirits
Examples as at March 31 , 2001

for 750 mL bottle in Canadian Dollars

Imported
u.s.

Imported
Non - U.S. Domestic

Payment to Supplier 4.0542 S4.05 42 4.0542
- --..----_ _.__._._.._..__.__._.._..__.__ _.._- __.._---_..__-------_._ __._..__.__ - _--_ __._..
Federal Excise Tax $3.3198 3.3198 $3.3198
---------------_._.__._._._-----_..__._.._------_.._--_ _--------------_.
Federal Import Duty SO.OOOO $0.01 48 SO.OOOO

Freight

Total Landed Co st

SO.1058

$7 .4798

SO.2808

$7.6696

0.0 467

$7.4207

LCBO Markup S10.8532 $11. 1209 $10.2406
........__ _ __ _ __ _ _ _ _ _ _ __ _ .
LCBO Bottle Levy SO.2 175 $0.21 5 $0.2 175---_._ _..__..__.__ _.._ _.__._--_.._.__.._-_.__.-_.__._._._.._..__.._ .._.._.--._._._- --_.._.._._--_._._ _ _ _ _ _..
LCBO Environment Fee $0.0893 SO.0893 0.0893
-_._..._..._.__.._._..._._--_._._---_.._-_._._--_._-_.-----_._-_.._--_._--------- _.
LCBO Roun ding Revenue SO.0140 0.0203 0.01 43

Basic Price $18.65 $19.12 $17 .98

Goods and Services Tax $1.31 $1.3 4 $ 1.26-_ _...•._.._._..- _ _ __.._.._..•.._ __..__._ _ _ ____...•..-..__ ___ -..•.._ ____ _ _ __ _ .
Provincial Retail Sales Tax S2.2 4 S2.29 S2.16

Consumer Price $22.20 $22.75 $21.40

Revenue Distribution

upplier (including freight) 4. 16 $4.3 4 4.10
- _.__._-_._----_..._..__..._.._.__..._..._-_.._-------_....._-_.._------_.__._---_.._------------- - .
Government of Canada 4.63 S4.6 S4.58_.._...__._...__..._..._...._....._..__..._.._..__.._-..._..._...__...__...__..__..__..._.._-_.._...__.__.__...__...__.__.__._---_.._-_...-_...._-_._---_.
Government of Ontario $13.41 $13.74 S12.72

Wines
Examples as at March 31 , 2001

for 750 mL bottle in Canadian Dollars

Imported
u.s.

Imported
Non - U.S.

Domestic
100% Onto

Payment to Supplier $2.6400 $2 .6435 2.658_._..._-_._._..__.._-_.._ ._.._.._.._---- -------------_._..-..__._.__._-_.._-_._-----_.
Federal Excise Tax $0.38 42 $0 .3842 $0.3842
---...__.__.._._..._.._..._--_._-_..._-_.._._..__..._-_.._--.._.._.__._------------_...._..._..._----_._.._.._-_._---_..
Federal Imp ort Duty $0.0000 $0.0281 SO.OOOO

Freig ht

Total Landed Cost

$0.2669

$3.2911

S0.4 157

$3.4715

$0.0000

$3.0429

LCBO Markup $2.1063 S2.2218 $1.7649---_.__.. ---_..__.._-_..
LCBOWine Levy $1.1250 1.1250 1.1250
---- - - - - - - - _ ._ - -_._--_.__.._._.__._-_._-_._.__.__._._--_._---_._-------- _ .
LCBO Bottle Levy $0.2 1 5 0.2 1 5 $0.21 5
._ --_.._.__.__.._._.._---_.__._._.._.._-_._..__ __-_..___ _ _-_ _--_._.._---- -_._------------_.

LCBO Environment Fee SO.0893 0.0893 SO.0893
..- - - -.- - - - - ..- - -- -.._-.- ...•- _ - --.- - -.-.-..- - - - ..---..- --..-..•..- -- - -..-.-- -.-.-.-.-- - - .
LCBO Rounding Revenue $0.0 196 $0 .0 198 $0.02 12

Basic Price $6.85 $7.14 $6.26

Goods and ervices Tax

Provincial Retail Sales Tax

Consumer Price

Revenue Distribution

$0.48

$0 .82

$8.15

$0.50 0.44
-- - - - - - - - - ---_ .

$0.86 $0 .75

$8 .50 $7 .45

Supplier (including freig ht) $2.91 $3 .06 $2 .66
....__ _..•._ __ - _ _ .
Gove rn me nt of Canada $0.86 $0.91 $0.82
.._._.._..---_._-_._.___.__.._-_.__.__ __.._ _.._ _ _.._ ___ -._ _..__ _ __.._._ __.._..__ _._ _ _ _.._..
Gove rnment of Ontario $4.38 S4.53 3.9



Beer
Examples as a t March 31 , 2001

far a case af 24 x 341 mL battles

in Canadian Dollars

Imported
u.s.

Imported
Non· U.S. Domestic

Payment to Supplier $7 .4700 $10.1 400 $ 10.2000
.......................................................................................................................................................................................................................................................... ......................................................................
Federal ExciseTax $2.2903 $2.2903 $2 .2903

Federal Import Duty $0 .0000 $0.0655 $0 .0000
..............................................- .
Freight SO.52 48 $2. 7080 $0 .4312

Total Landed Cost $10.2 851 $1 5.2038 $12 .9215

LCBO In-store COS $4.9595 S4.9595 S4.9595
.......................................................................................................................................................................................................................................................................................................................................
LCBO Out-of-store COS $1 .3422 $1.3422 SO.OOOO
..............................................................................................................................................................................._ .
LCBO Markup S4.0920 S4.5162 S4 .0920

LCBO Bottle Levy

LCBO Environment Fee

LCBO Rounding Revenue

Bas ic Price

$1. 440 4

$0 .0000

$0.0237

$22.14

S1.440 4

$0.0000

SO.01 70

$27.48

$1. 440 4

$0.0000

SO.0320

$23.45

Goods and Services Tax $1.55 S1.92 S1.64
................................................................................................................................................................................................................................................................................................_ _....................•
Provincial Retail Sales Tax $2.66 $3 .30 $2 .81
.......................................................................................................................................................................................................................................................................................................................................
Container Deposit $2 .40 S2.40 52 .40

Co nsum er Pri ce $28.75 $3 5.10 $30.3 0

Supplier (including freight) S7.99 $12.85 S10.63
...._ _ .
Government of Canada $3 .84 $4.28 $3 .93
.......................................................................................................................................................................................................................................................................................................................................
Government of Ontario S14.52 $15.57 $13.34
........................................_ - .
Container Deposit $2 .40 52 .40 S2.40

Note : COS refers to the LCBO's cost of service. The conta iner deposit appl ies only to products which can be returned for a
container refund.



Eleven Year Financial Performance Review
(v a l ue i n $OOO s )

Statement of Earn ing s

2001 2000 1999 1998 1997

ales and Other Inc ome 2, 34,93 25 9,458 2,349 ,832 2,160,843 2,0 13,8 3
-,--,-,-"_'__0_'_"_"-'-"-"-'-_-_0'_'__"--,,--,-,'"_0__'_",__,__" __' __"_0_"_"_",_",_",_,__,,_,,_•.. _ •._ ..__..__._.•_.__... _ .._ .. .__._..•__ . .._0..

Cost of ales 1,390575 1,288,903 1,165,849 1,064,286 988,386
-'-'_'__ '_0_.._.__ .._._.._.__ ._.._ ..__.._ 0_._ _.._ .._ .-_...._ . . .__._ ._.__ ... ._..._ .._ .._._._...__0.._ ...__.__._.._.__ ...__..._ .. .._ ....

Gross Profit 1,344,362 1,2605 55 1,183,983 1,096 ,- - 7 1,025, 87

Per Ce nt 49.16% 49.44 % 50 .39% 50 . 5% 50 .92%

Operat ing Expenses

1 et Income

State ment of Ca sh Flow

Cash Flow from Operation s

Change in ~ orking Capital

Cash sed for Investing
Activities

Cash sed for Provincial
Transfe rs

Decrease/Increase in Cash
During the Year

Finan cial Po sit ion

Current Asset s

Current Liabilities

~ . orking Capital

Fixed Assets

Total As .ets

Financial Rat ios

Profit Margin

9 16,324

6 ,114

( 55 ,6 10)

16,828

330,3 1-

249 ,36

32.26%

8 5,289

( 15,198)

( 54,443)

5,648

308 ,724

$22 1,226

8 ,498

33 .38%

( 8 ,651)

( 40, 265)

2 5,77

2 10,029

65 ,745

34.80%

7695 07

( r ,52 )

( 30554)

230 ,720

$ 1 9, 1 5

5 1545

35.03%

723 ,197

9 ,819

( 19,424)

30,( 00)

23592

256 ,209

20 3,64

52 ,562

132,037

388 ,246

35.11%

Return on hareholders ' Equity 32 1.42%

Current Ratio 1.32

Statistics

Inventory Turnover

35 . 1 %

1.40

5.21

406.3 1%

1.31

- .38

403.63%

1.29

-.53

352 .13%

1.26

5.02

I umber of Permanent
Employees

ales per Employee

1 um ber of Stores

umber of Regular Prod uct s
Listed

3, 1 4

855 ,175

60 1

3,4 8

3,07

82 4,206

602

3, 96

3,0 14

77 1,623

60 0

3,366

2,93

724,866

596

3,098

2,828

06 ,079

595

2,960



1996 1995 1994 1993 1992 1991

Statement of Earnings

1,909 ,804 1,808,5 18 $ 1,764,73 1 I , 86 ,479 1,833,386 1,936,7 10
................................ .........•.•....•_ ~

9 19,268 858, 190 $832,106 841 ,060 851 ,539 967,22 1
......................................................................................................................................................................................................................................................................................................................................... ................................

990 ,536 950 ,328 932 ,625 $945,4 19 981 ,84 969 ,489

5 1.8 % 52.55% 52.85% 52.92% 53.55% 50.06%

Statement of Cash Flow

333, 16

$598 ,909

$332,953

$6 12,466

332,439

652 ,458

326,682

652 ,669

68 ,663 655 ,198 $6 19,979 $63 5,298 $675 ,162 672,558

9,659 5,4 3 ( 15,824)
...................................................................................................................................................................................

( 26,256 ) ( 26,895) ( 14,753)

($8,694) $6,162 48, 5
........................................................................................................................... .......................................-
($2 1,0 5) ($25,754) ( 29, - 1)

($680,000) ( 630,000) 585 ,(00) ( 6 15,(00) ( 675 ,000) ( 650 ,0(0)

( 8,934)

Financial Position

( 9,4 I) ($ 19,430) 4 1,582

239,5 16 229,5 4 1 $20 1,204 192,955 20 ,155 23 1,2 12

160, 2 132,159

$97 ,382

129,470

359,0 11

Financial Ratios

92 ,8 13 $ 104,789 118,212
.............................................................................................................................................

$ 108,39 1 88 ,166 $88 ,943
.................................................................................................................................................

$ 120,474

$32 1,678

116,6 7

2,803 2,824 2, 43 3,100
.......................................................................................................................................................................................................................................................

6 3,273 633,656 637,678 5 4,998

35.33 %

302 . 6%

1.49

Statistics

5.07

596

35.6 1%

285.63%

1.74

4.92

597

34.24%

269 .90%

2. 17

5.02

600

34.36%

281.94%

1.84

4. 0

6 11

36.04%

280 .50%

1. 5

4.72

3,233

560 ,185

6 18

33.96%

266.53%

1.98

4.79

3,305
. -

58 1,445

62 1

3,149 3,053 2,824 2,60 1
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